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Part I
Human Resource Management

This part describes the basic features and characteristics of human resource manage-

ment, strategic human resource management and HR strategies (Chapters 1, 2 and 3). 

This provides the framework within which the detailed descriptions of HRM strate-

gies, policies, processes and practices that occupy most of this book take place. The 

roles of the HR function and the HR practitioner are examined in Chapters 4 and 5, 

and Chapter 6 deals with the impact of HRM. Chapter 7 covers human capital manage-

ment and the part ends with an analysis of international HRM, corporate social respon-

sibility and HRM research methods.

Part I contents

 1. The practice of human resource management 3

 2. Strategic human resource management 25

 3. HR strategies 47

 4. Human capital management 65

 5. The role and organization of the HR function 81

 6. The role of the HR practitioner 104

 7. The impact of HRM on performance 135

 8. International HRM 150

 9. Corporate social responsibility 165

10. Human resource management research methods 174
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1
The Practice of Human 
Resource Management

Key concepts and terms

AMO theory •

Commitment •

Contingency theory •

The hard version of HRM •

The Harvard framework •

HRM systems  •

Human resource management  •
(HRM)

The matching model of HRM •

Mutuality •

Pluralistic employee relations •

The resource-based view •

The soft version of HRM •

Strategic integration •

On completing this chapter you should be able to defi ne these key concepts. 
You should also be able to:

Learning outcomes

Defi ne the objectives of HRM •

Describe the characteristics of  •
HRM

Appreciate the reservations  •
expressed about HRM

Appreciate the ethical dimensions  •
of HRM

Defi ne the policy goals of HRM •

Understand how HRM developed  •
as a concept

Understand the context in which  •
HRM operates
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4 Human Resource Management

Introduction

The practice of human resource management (HRM) is concerned with all aspects of how 
people are employed and managed in organizations. It covers activities such as strategic HRM, 
human capital management, corporate social responsibility, knowledge management, organi-
zation development, resourcing (human resource planning, recruitment and selection, and 
talent management), performance management, learning and development, reward manage-
ment, employee relations, employee well-being and health and safety and the provision of 
employee services. HRM practice has a strong conceptual basis drawn from the behavioural 
sciences and from strategic management, human capital and industrial relations theories. This 
foundation has been built with the help of a multitude of research projects.

The aim of this chapter is to provide a general introduction to the practice and underpinning 
concepts of HRM. It covers the defi nition of HRM, the objectives of HRM, HRM theory, the 
characteristics of HRM, the components of HRM systems, the development of HRM as an 
approach to managing people, the views expressed about HRM by key commentators, the 
context within which HRM functions, and the ethical dimensions that affect HR policy and 
practice.

Human resource management defi ned

Human resource management (HRM) is a strategic, integrated and coherent approach to the 
employment, development and well-being of the people working in organizations.

Other defi nitions of HRM

Human resource management involves all management decisions and action 
that affect the nature of the relationship between the organization and its 
employees – its human resources. (Beer et al, 1984)

HRM comprises a set of policies designed to maximize organizational integration, 
employee commitment, fl exibility and quality of work. (Guest, 1987)

HRM consists of the following propositions:

That human resource policies should be integrated with strategic business 
planning and used to reinforce an appropriate (or change an inappropriate) 
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The objectives of HRM

The overall purpose of human resource management is to ensure that the organization is able 
to achieve success through people. HRM aims to increase organizational effectiveness and 
capability – the capacity of an organization to achieve its goals by making the best use of the 
resources available to it. Ulrich and Lake (1990) remarked that: ‘HRM systems can be the 
source of organizational capabilities that allow fi rms to learn and capitalize on new opportuni-
ties.’ But HRM has an ethical dimension which means that it must also be concerned with the 
rights and needs of people in organizations through the exercise of social responsibility.

Dyer and Holder (1998) analysed management’s HR goals under the headings of contribution 
(what kind of employee behaviour is expected?), composition (what headcount, staffi ng ratio 
and skill mix?), competence (what general level of ability is desired?) and commitment (what 
level of employee attachment and identifi cation?).

organizational culture, that human resources are valuable and a source of 
competitive advantage, that they may be tapped most effectively by mutually 
consistent policies that promote commitment and which, as a consequence, 
foster a willingness in employees to act fl exibly in the interests of the ‘adaptive 
organization’s’ pursuit of excellence. (Legge, 1989)

Human resource management is a distinctive approach to employment manage-
ment which seeks to achieve competitive advantage through the strategic deploy-
ment of a highly committed and capable workforce, using an integrated array of 
cultural, structural and personnel techniques. (Storey, 1995)

HRM is: ‘The management of work and people towards desired ends.’ (Boxall et 
al, 2007)

HRM is concerned with how organizations manage their workforce (Grimshaw 
and Rubery, 2007)
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HRM policy goals, David Guest (1987, 1989a, 1989b, 1991)

1. Strategic integration: the ability of the organization to integrate HRM 
issues into its strategic plans, ensure that the various aspects of HRM 
cohere, and provide for line managers to incorporate an HRM perspective 
into their decision making.

2. High commitment: behavioural commitment to pursue agreed goals, and atti-
tudinal commitment refl ected in a strong identifi cation with the enterprise.

3. High quality: this refers to all aspects of managerial behaviour that bear 
directly on the quality of goods and services provided, including the man-
agement of employees and investment in high quality employees.

4. Flexibility: functional fl exibility and the existence of an adaptable organi-
zation structure with the capacity to manage innovation.
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The policy goals for HRM identifi ed by Caldwell (2004) included managing people as assets 
that are fundamental to the competitive advantage of the organization, aligning HRM policies 
with business policies and corporate strategy, and developing a close fi t of HR policies, proce-
dures and systems with one another.

Theories of HRM

The practice of HRM is underpinned by a number of theories. The categories of HRM theory 
listed by Guest (1997) and Boselie et al (2005) are listed below.

Theories of HRM, David Guest (1997)

1. Strategic theories – in the UK the implicit but untested hypothesis is that 
good fi t (between HR practice and the internal and external context) will 
be associated with superior performance. In the United States the focus has 
been more on classifying types of HR strategy. The hypothesis is that fi rms 
that have a fi t between business strategy, structure and HRM policy will 
have superior performance.

2. Descriptive theories – these either list areas of HR policy and outcomes 
(Beer et al, 1984) or adopt a systems approach, describing the relationships 
between levels (Kochan et al, 1986). They are largely non-prescriptive.

3. Normative theories – these are normative in the sense that they establish a 
norm or standard pattern in the form of prescribed best practice. These 
take a considerable risk in implying ‘one best way’.
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Characteristics of HRM

HRM was regarded by Storey (1989) as a ‘set of interrelated policies with an ideological and phil-
osophical underpinning’. He listed four aspects that constitute the meaningful version of HRM:

1. a particular constellation of beliefs and assumptions;

2. a strategic thrust informing decisions about people management;

3. the central involvement of line managers; and

4. reliance upon a set of ‘levers’ to shape the employment relationship.

As Boselie et al (2005) explained, HRM:

responds accurately and effectively to the organization’s environment and complements 
other organizational systems (cf contingency theory) and delivers ‘added value’ through 
the strategic development of the organization’s rare, inimitable and non-substitutable 
resources, embodied – literally – in its staff (cf the resource-based view).

The characteristics of HRM are that it is diverse, strategic and commitment-oriented, adopts a 
unitary rather than pluralist viewpoint, is founded on the belief that people should be treated 
as assets and is a management-driven activity. HRM tends to focus on business values although 
there is a growing body of opinion (eg Guest, 2002) that it has also to be concerned with 
employee-centred outcomes. In its fully developed form, HRM functions as a system. As 
Schuler (1992) indicated, HRM links, integrates and coheres.

Theories of HRM, Boselie et al (2005)

1. Contingency theory – HRM is infl uenced by the organization’s environ-
ment and circumstances (Legge, 1978).

2. The resource-based view – HRM delivers added value through the strate-
gic development of the organization’s rare, hard to imitate and hard to 
substitute human resources (Barney, 1991, 1995).

3. AMO theory – the formula Performance = Ability + Motivation + 
Opportunity to Participate provides the basis for developing HR systems 
that attend to employees’ interests, namely their skill requirements, moti-
vations and the quality of their job (Appelbaum et al, 2000; Bailey et al, 
2001; Boxall and Purcell, 2003).
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The diversity of HRM

There are no universal characteristics of HRM. Many models exist, and practices within differ-
ent organizations are diverse, often only corresponding to the conceptual version of HRM in a 
few respects. Boxall et al (2007) remarked that: ‘Human resource management covers a vast 
array of activities and shows a huge range of variations across occupations, organizational 
levels, business units, fi rms, industries and societies.’

A distinction was made by Storey (1989) between the ‘hard’ and ‘soft’ versions of HRM. The 
hard version emphasizes that people are important resources through which organizations 
achieve competitive advantage. These resources have therefore to be acquired, developed and 
deployed in ways that will benefi t the organization. The focus is on the quantitative, calculative 
and business-strategic aspects of managing human resources in as ‘rational’ a way as for any 
other economic factor.

The soft version of HRM has its roots in humanism – an approach devoted to human interests 
that views people as responsible and progressive beings. It also traces its origins to the human 
relations school founded by Elton Mayo (1933), which believed that productivity was directly 
related to job satisfaction and that the output of people will be high if they like their co-work-
ers and are given pleasant supervision. But this is a fairly remote connection. The soft version 
of HRM as described by Storey (1989) involves ‘treating employees as valued assets, a source of 
competitive advantage through their commitment, adaptability and high quality (of skills, 
performance and so on)’. It therefore views employees, in the words of Guest (1999b), as means 
rather than objects, but it does not go as far as following Kant’s (1781) advice: ‘Treat people as 
ends unto themselves rather than as means to an end.’ The soft approach to HRM stresses the 
need to gain the commitment (the ‘hearts and minds’) of employees through involvement, 
communication, leadership and other methods of developing a high-commitment, high-trust 
organization. Attention is also drawn to the key role of organizational culture.

In 1998, Karen Legge defi ned the ‘hard’ model of HRM as a process emphasizing ‘the close integra-
tion of human resource policies with business strategy which regards employees as a resource to be 
managed in the same rational way as any other resource being exploited for maximum return’. In 
contrast, the soft version of HRM sees employees as ‘valued assets and as a source of competitive 
advantage through their commitment, adaptability and high level of skills and performance’.

It has, however, been observed by Truss (1999) that ‘even if the rhetoric of HRM is soft, the 
reality is often hard, with the interests of the organization prevailing over those of the indi-
vidual’. Research carried out by Gratton et al (1999) found that in the eight organizations they 
studied, a mixture of hard and soft HRM approaches was identifi ed. This suggested to the 
researchers that the distinction between hard and soft HRM was not as precise as some com-
mentators have implied.

But as Dyer and Holder (1998) emphasized: ‘HRM goals vary according to competitive choices, 
technologies or service tangibles, characteristics of their employees (eg could be different for 
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managers), the state of the labour market and the societal regulations and national culture.’ 
And Boxall et al (2007) noted that: ‘The general motives of HRM are multiple.’

The strategic nature of HRM

Perhaps the most signifi cant feature of HRM is the importance attached to strategic integra-
tion. Legge (1989) argued that one of the common themes of the typical defi nitions of HRM 
is that human resource policies should be integrated with strategic business planning. Keith 
Sisson (1990) suggested that a feature increasingly associated with HRM is the emphasis on 
the integration of HR policies both with one another and with business planning more gener-
ally. John Storey (1989) believes that: ‘The concept locates HRM policy formulation fi rmly at 
the strategic level and insists that a characteristic of HRM is its internally coherent approach.’

The commitment-oriented nature of HRM

One of the aims of HRM is to promote commitment – the strength of an individual’s identifi -
cation with, and involvement in, a particular organization. It was noted by Karen Legge (1995) 
that human resources ‘may be tapped most effectively by mutually consistent policies that 
promote commitment and which, as a consequence, foster a willingness in employees to act 
fl exibly in the interests of the “adaptive organization’s” pursuit of excellence’.

However, this emphasis on commitment has been criticized from the earliest days of HRM. 
Guest (1987) asked: ‘commitment to what?’ and Fowler (1987) has stated:

At the heart of the concept is the complete identifi cation of employees with the aims and 
values of the business – employee involvement but on the company’s terms. Power in 
the HRM system, remains very fi rmly in the hands of the employer. Is it really possible 
to claim full mutuality when at the end of the day the employer can decide unilaterally 
to close the company or sell it to someone else?

Focus on mutuality

The importance of mutuality (the belief that management and employees share the same con-
cerns and it is therefore in both their interests to work together) was emphasized by Walton 
(1985a) as follows:

The new HRM model is composed of policies that promote mutuality – mutual goals, 
mutual infl uence, mutual respect, mutual rewards, mutual responsibility. The theory is 
that policies of mutuality will elicit commitment which in turn will yield both better 
economic performance and greater human development.
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The concept of mutuality is based on the notion of unitary employee relations, described below.

Unitary and pluralist employee relations

HRM is characterized by a unitarist rather than a pluralist view of employee relations with the 
emphasis on individual contracts, not collective agreements. A unitarist view expresses the belief 
that people in organizations share the same goals and work as members of one team. The plural-
ist view recognizes that the interests of employees will not necessarily coincide with their employ-
ers and suggests that the unitary view is naïve, unrealistic and against the interest of employees.

Treating people as assets or human capital

The notion that people should be regarded as assets rather than variable costs, in other words, 
treated as human capital, was originally advanced by Beer et al (1984). HRM philosophy, as 
mentioned by Legge (1995), holds that ‘human resources are valuable and a source of competi-
tive advantage’. Armstrong and Baron (2002) stated that:

People and their collective skills, abilities and experience, coupled with their ability to 
deploy these in the interests of the employing organization, are now recognized as 
making a signifi cant contribution to organizational success and as constituting a major 
source of competitive advantage.

Focus on business values

The concept of hard HRM is based on a management- and business-oriented philosophy. It is 
concerned with the total interests of the organization – the interests of the members of the 
organization are recognized but subordinated to those of the enterprise. Hence the impor-
tance attached to strategic integration and strong cultures, which fl ow from top management’s 
vision and leadership, and which require people who will be committed to the strategy, who 
will be adaptable to change and who fi t the culture.

In 1995 Legge noted that HRM policies are adapted to drive business values and are modifi ed 
in the light of changing business objectives and conditions. She suggested that evidence indi-
cated more support for the hard versions of HRM than the soft version.

Organization- versus employee-centred outcomes

In line with labour process theory, Thompson and Harley (2007) asserted that; ‘What is hap-
pening is a process of “capitalizing on humanity” rather than investing in human capital.’ The 
emphasis may have been on the business orientation of HRM but there is a growing body of 
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opinion that there is more to HRM than that. This is the employee-centred and ethical dimen-
sion of HRM, discussed at the end of the chapter.

Grant and Shields (2002) argued that the emphasis typically placed on the business case for 
HRM suggests a one-sided focus on organizational outcomes at the expense of employees. It 
was noted by Paauwe (2004) that:

Added value represents the harsh world of economic rationality, but HRM is also about 
moral values… The yardstick of human resource outcomes is not just economic ration-
ality – a stakeholder perspective is required, ie develop and maintain sustainable rela-
tionships with all the relevant stakeholders, not just customers and shareholders.

Kochan (2007) contended that:

The HR profession has always had a special professional responsibility to balance the 
needs of the fi rm with the needs, aspirations and interests of the workforce and the 
values and standards society expects to be upheld at work… A regime which provides 
human beings no deep reason to care about one another cannot long preserve its 
legitimacy. 

Ulrich and Brockbank (2005a) believe that ‘caring and listening to employees remains a centre 
piece of HR work’.

HRM as a system

An open systems view of HRM has been developed by Wright and Snell (1998). An open 
system is dependent on the environment for inputs, which are transformed during throughput 
to produce outputs that are exchanged in the environment. Wright and Snell defi ned an open 
HRM system as a competence model of organizations. Skills and abilities are treated as inputs 
from the environment; employee behaviours are treated as throughput; and employee satisfac-
tion and performance are treated as outputs.

In its traditional form, HRM, as pointed out by Boselie et al (2005), can be viewed as ‘a collec-
tion of multiple discrete practices with no explicit or discernible link between them’. In con-
trast ‘the more strategically minded systems approach views HRM as an integrated and 
coherent bundle of mutually reinforcing practices’. As Kepes and Delery (2007) comment, a 
defi ning characteristic of HRM is that HRM systems and not individual HRM practices are the 
source of competitive advantage. ‘Coherent and internally aligned systems form powerful con-
nections that create positive synergistic effects on organizational outcomes.’

As illustrated in Figure 1.1 an HRM system brings together HR philosophies that describe the 
overarching values and guiding principles adopted in managing people, HR strategies that 
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defi ne the direction in which HRM intends to go, HR policies that provide guidelines defi ning 
how these values, principles and the strategies should be applied and implemented in specifi c 
areas of HRM, HR processes that comprise the formal procedures and methods used to put 
HR strategic plans and policies into effect, linked HR practices that consist of the approaches 
used in managing people, and HR programmes that enable HR strategies, policies and prac-
tices to be implemented according to plan. Becker and Gerhart (1996) have classifi ed these 
components into three levels: the system architecture (guiding principles), policy alternatives, 
and processes and practices.
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The development of the concept of HRM

The terms ‘human resource management’ (HRM) and ‘human resources’ (HR) have virtually 
replaced the term ‘personnel management’ as a description of the processes involved in man-
aging people in organizations, although what is now described as HRM is in practice often 
synonymous with what used to be described as personnel management. In the early days of 
HRM it was suggested by Armstrong (1987) that:

HRM is regarded by some personnel managers as just a set of initials or old wine in new 
bottles. It could indeed be no more and no less than another name for personnel man-
agement, but as usually perceived, at least it has the virtue of emphasizing the virtue of 
treating people as a key resource, the management of which is the direct concern of top 
management as part of the strategic planning processes of the enterprise. Although 
there is nothing new in the idea, insuffi cient attention has been paid to it in many 
organizations.

However, commentators such as Guest (1987) and Storey (1995) regard HRM as a substan-
tially different model built on unitarism (employees share the same interests as employers), 
individualism, high commitment and strategic alignment (integrating HR strategy with the 
business strategy). It is claimed that HRM is more holistic than traditional personnel manage-
ment. HRM has also emphasized the notion that people should be regarded as assets rather 
than variable costs.

Origins of the concept of HRM

The concept of HRM was fi rst defi ned by Bakke (1966) who wrote that:

The general type of activity in any function of management… is to use resources effec-
tively for an organizational objective… The function which is related to the under-
standing, maintenance, development, effective employment, and integration of the 
potential in the resource of ‘people’ I shall call simply the human resources function.

However, HRM did not emerge in a fully fl edged form until the 1980s in the ‘matching model’ 
and the Harvard framework, described below.

The matching model of HRM

One of the fi rst detailed statements of the HRM concept was made by the Michigan school 
(Fombrun et al, 1984). They held that HR systems and the organization structure should be 
managed in a way that is congruent with organizational strategy (hence the name ‘matching 
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model’). They further explained that there is a human resource cycle that consists of four 
generic processes or functions that are performed in all organizations: selection, appraisal, 
rewards and development.

The Harvard framework

The other pioneers of HRM in the 1980s were the Harvard school of Beer et al (1984) who 
developed what Boxall (1992) calls the ‘Harvard framework’. This framework is based on their 
belief that the problems of historical personnel management can only be solved:

when general managers develop a viewpoint of how they wish to see employees involved 
in and developed by the enterprise, and of what HRM policies and practices may 
achieve those goals. Without either a central philosophy or a strategic vision – which 
can be provided only by general managers – HRM is likely to remain a set of independ-
ent activities, each guided by its own practice tradition.

Beer and his Harvard colleagues believed that ‘Today, many pressures are demanding a broader, 
more comprehensive and more strategic perspective with regard to the organization’s human 
resources.’ These pressures have created a need for: ‘A longer-term perspective in managing 
people and consideration of people as potential assets rather than merely a variable cost.’ They 
were the fi rst to underline the HRM tenet that it belongs to line managers. The Harvard school 
suggested that HRM had two characteristic features: 1) line managers accept more responsibil-
ity for ensuring the alignment of competitive strategy and HR policies, and 2) HR has the 
mission of setting policies that govern how HR activities are developed and implemented in 
ways that make them more mutually reinforcing.

Reservations about HRM

For some time HRM was a controversial topic, especially in academic circles. The main reser-
vations have been that HRM promises more than it delivers and that its morality is suspect.

HRM promises more than it can deliver

Noon (1992) has commented that HRM has serious defi ciencies as a theory: ‘It is built with 
concepts and propositions, but the associated variables and hypotheses are not made explicit. 
It is too comprehensive… If HRM is labelled a “theory” it raises expectations about its ability 
to describe and predict.’

Guest (1991) believed that HRM is an ‘optimistic but ambiguous concept’; it is all hype and 
hope. Mabey et al (1998) followed this up by asserting that ‘the heralded outcomes (of HRM) 
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are almost without exception unrealistically high’. To put the concept of HRM into practice 
involves strategic integration, developing a coherent and consistent set of employment poli-
cies, and gaining commitment. This requires high levels of determination and competence at 
all levels of management and a strong and effective HR function staffed by business-oriented 
people. It may be diffi cult to meet these criteria, especially when the proposed HRM culture 
confl icts with the established corporate culture and traditional managerial attitudes and 
behaviour.

Gratton et al (1999) were convinced on the basis of their research that there was ‘a disjunction 
between rhetoric and reality in the area of human resource management between HRM theory 
and HRM practice, between what the HR function says it is doing and that practice as per-
ceived by employers, and between what senior management believes to be the role of the HR 
function, and the role it actually plays’. In their conclusions they refer to the ‘hyperbole and 
rhetoric of human resource management’.

Caldwell (2004) believed that HRM ‘is an unfi nished project informed by a self-fulfi lling vision 
of what it should be’.

The above comments were based on the assumption that there is a single monolithic form of 
HRM. This is not the case. HRM comes in all sorts of shapes and sizes. Sometimes, as Armstrong 
(1987) commented, it is just new wine in old bottles – personnel management under another 
name. It has to be conceded that many organizations that think they are practising HRM as 
described earlier are not doing so, at least to the full extent. It is diffi cult, and it is best not to 
expect too much. For example, most of the managements who hurriedly adopted perform-
ance-related pay as an HRM device that would act as a lever for change have been sorely 
disappointed.

However, the research conducted by Guest and Conway (1997) covering a stratifi ed random 
sample of 1,000 workers established that a notably high level of HRM was found to be in place. 
This contradicts the view that management has tended to ‘talk up’ the adoption of HRM prac-
tices. The HRM characteristics covered by the survey included the opportunity to express 
grievances and raise personal concerns on such matters as opportunities for training and 
development, communication about business issues, single status, effective systems for dealing 
with bullying and harassment at work, making jobs interesting and varied, promotion from 
within, involvement programmes, no compulsory redundancies, performance-related pay, 
profi t sharing and the use of attitude surveys.

The morality of HRM

HRM is accused by many academics of being manipulative if not positively immoral. Willmott 
(1993) remarked that HRM operates as a form of insidious ‘control by compliance’ when it 
emphasizes the need for employees to be committed to do what the organization wants them 
to do. It preaches mutuality but the reality is that behind the rhetoric it exploits workers. It is, 
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as Keenoy (1990) asserted, a wolf in sheep’s clothing. Scott (1994) thought that HRM was a 
form of deceit, ‘using subtle approaches to incorporate workers in an organizational way of 
thinking and in effect brainwashing them to become willing slaves’.

Legge (1998) pointed out that:

Sadly, in a world of intensifi ed competition and scarce resources, it seems inevitable 
that, as employees are used as means to an end, there will be some who will lose out. 
They may even be in the majority. For these people, the soft version of HRM may be an 
irrelevancy, while the hard version is likely to be an uncomfortable experience.

The accusation that HRM treats employees as means to an end is often made. However, it 
could be argued that if organizations exist to achieve ends, which they obviously do, and if 
those ends can only be achieved through people, which is clearly the case, the concern of man-
agement for commitment and performance from those people is not unnatural and is not 
attributable to the concept of HRM – it existed in the good old days of personnel management 
before HRM was invented. What matters is how management treat people as ends and what 
management provide in return.

Much of the hostility to HRM expressed by a number of academics is based on the belief that 
it is against the interests of workers, ie, that it is managerialist. However, the Guest and Conway 
(1997) research established that the reports of workers on outcomes showed that a higher 
number of HR practices were associated with higher ratings of fairness, trust and manage-
ment’s delivery of their promises. Those experiencing more HR activities also felt more secure 
in and more satisfi ed with their jobs. Motivation was signifi cantly higher for those working in 
organizations where more HR practices were in place. In summary, as commented by Guest 
(1999b), it appears that workers like their experience of HRM. These fi ndings appear to con-
tradict the ‘radical critique’ view produced by academics such as Mabey et al (1998) and the 
others quoted above that HRM has been ineffectual, pernicious (ie managerialist) or both. 
Some of those who adopt this stance tend to dismiss favourable reports from workers about 
HRM on the grounds that they have been brainwashed by management. But there is no evi-
dence to support this view.

Moreover, as Armstrong (2000) pointed out:

HRM cannot be blamed or given credit for changes that were taking place anyway. For 
example, it is often alleged to have inspired a move from pluralism to unitarism in 
industrial relations. But newspaper production was moved from Fleet Street to Wapping 
by Murdoch, not because he had read a book about HRM but as a means of breaking 
the print unions’ control.
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Contradictions in the reservations about HRM

Guest (1999b) has suggested that there are two contradictory concerns about HRM. The fi rst 
as formulated by Legge (1995, 1998) is that while management rhetoric may express concern 
for workers, the reality is harsher. And Keenoy (1997) complained that: ‘The real puzzle about 
HRMism is how, in the face of such apparently overwhelming critical refutation, it has secured 
such infl uence and institutional presence.’

Other writers, however, simply observe that HRM does not work. Scott (1994), for example, 
stated that both management and workers were captives of their history and found it very dif-
fi cult to let go of their traditional adversarial orientations.

But these contentions are contradictory. Guest (1999b) remarked that; ‘It is diffi cult to treat 
HRM as a major threat (though what it is a threat to is not always made explicit) deserving of 
serious critical analysis while at the same time claiming that it is not practiced or is 
ineffective.’

The context of HRM

HRM processes take place within the context of the internal and external environment of the 
organization. HR practitioners will gain credibility and make a greater strategic contribution 
if they can analyse the impact of external events on company policies and practices. They need 
to be aware of the fact that what the organization does and what they need to do will depend 
to a large extent on its external and internal environments. They need to understand contin-
gency theory.

Contingency theory

Contingency theory tells us that defi nitions of HR aims, policies and strategies, lists of activities 
and analyses of the role of the HR department are valid only if they are related to the situation of 
the organization. Legge (1978) in her infl uential book, Power, Innovation and Problem Solving in 
Personnel Management was the fi rst commentator to insist that a contingent approach should be 
adopted to personnel management, ie, ‘the design and implementation of policy that matches, or 
is contingent upon specifi ed organizational requirements and circumstances’.

As Paauwe (2004) explained:

Contingency theory states that the relationship between the relevant independent vari-
ables (eg HRM policies and practices) and the dependent variable (performance) will 
vary according to the infl uences such as company size, age and technology, capital 
intensity, degree of unionization, industry/sector ownership and location.
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Contingency theory is associated with the concept of fi t – the need to achieve congruence 
between an organization’s HR strategies, policies and practices and its business strategies 
within the context of its external and internal environment.

Contextual factors

The contextual factors that infl uence HR policies and practices are the external and internal 
environments of the organization.

The external environment

The external environment consists of social, political, legal and economic developments and 
competitive pressures. Global competition in mature production and service sectors is increas-
ing. This is assisted by easily transferable technology and reductions in international trade bar-
riers. Customers are demanding more as new standards are reached through international 
competition. Organizations are reacting to this competition by becoming ‘customer-focused’, 
speeding up response times, emphasizing quality and continuous improvement, accelerating 
the introduction of new technology, operating more fl exibly and ‘losing cost’. The pressure has 
been for businesses to become ‘lean and mean’, downsizing and cutting out layers of manage-
ment and supervision. They are reducing permanent staff to a core of essential workers, 
increasing the use of peripheral workers (sub-contractors, temporary staff) and ‘outsourcing’ 
work to external service providers.

The internal environment

The following aspects of the internal environment will affect HR policy and practice:

the type of business or organization – private, public or voluntary sector; manufactur- •
ing or service;

the size of the organization; •

the age or maturity of the organization; •

the technology or key activities of the business will determine how work is organized,  •
managed and carried out;

the type of people employed, eg professional staff, knowledge workers, technicians,  •
administrators, production workers, sales and customer service staff;

the organization’s culture – the established pattern of values, norms, beliefs, attitudes  •
and assumptions that shape the ways in which people behave and things get done.
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The ethical dimension

As Boxall et al (2007) point out: ‘While HRM does need to support commercial outcomes 
(often called “the business case”), it also exists to serve organizational needs for social legiti-
macy.’ This means exercising social responsibility, ie being concerned for the interests (well-
being) of employees and acting ethically with regard to the needs of people in the organization 
and the community.

Within the organization the requirement is to:

treat people equally in terms of the opportunities for employment, learning and devel- •
opment provided for them;

treat people according to the principle of procedural justice (Adams, 1965 and Leventhal,  •
1980), ie the ways in which people are managed are fair, consistent, transparent and 
properly consider the views and needs of employees;

treat people according to the principles of distributive justice (Adams, 1965 and  •
Leventhal, 1980), ie rewards are distributed to them according to their contribution 
and they receive what was promised to them;

treat people according to the principles of natural justice, ie individuals should know  •
the standards they are expected to achieve and the rules to which they are expected to 
conform, they should be given a clear indication of where they are failing or what rules 
have been broken and, except in cases of gross misconduct, they should be given a 
chance to improve before disciplinary action is taken;

avoid treating people as mere factors of production; •

be concerned with the well-being of employees as well as the pursuit of commercial  •
gain;

offer as much security of employment as possible; •

provide a working environment that protects the health and safety of employees and  •
minimizes stress;

act in the interests of providing a reasonable balance for employees between their life  •
and their work;

protect employees against harmful practices at work, eg bullying, harassment and  •
discrimination.
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The practice of HRM – key learning points

The objectives of HRM

To ensure that the organization is  •
able to achieve success through 
people.

• To increase organizational effective-
ness and capability.

• To be concerned with the rights 
and needs of people in organiza-
tions through the exercise of social 
responsibility.

The policy goals of HRM (Guest)

• strategic integration;

• high commitment;

• high quality;

• fl exibility.

The characteristics of HRM

• diverse (hard and soft);

• strategic;

• commercial orientation;

• focus on mutuality;

• unitary view;

• people treated as assets or human 
capital;

• focus on business values;

• organization-centred orientation.

How HRM developed as a concept

Emerged in the 1980s in the form of the 
Harvard framework and the matching 
model.

Reservations expressed about HRM

• promises more than it can deliver;

• manipulative – ‘control by compli-
ance’ (Willmott);

• managerialist.

The context in which HRM operates

HRM practice contingent on the circum-
stances in which the organization operates, 
ie its internal and external environment.

Appreciate the ethical dimensions of 
HRM

HRM must exercise social responsibility – it 
must be concerned with the interests (well-
being) of employees and act ethically with 
regard to the needs of people in the organi-
zation and the community.
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Questions

1. You are head of human resources in a medium-sized manufacturing company. Your 
new chief executive mentions to you that in her last fi rm they had a personnel manager 
and asks you to explain the difference, if any.

2. At a meeting of trustees the chief executive of a medium-sized charity proposed that a 
director of human resources should be appointed. Two trustees protested that the term 
‘human resources’ implied that employees would just be treated as factors of production 
not as people. How would you respond?

3. John Storey wrote in 1995 that: ‘Human resource management is a distinctive approach 
to employment management which seeks to achieve competitive advantage through the 
strategic deployment of a highly committed and capable workforce, using an integrated 
array of cultural, structural and personnel techniques.’ Examine the approach to HRM 
in your own organization or any other organization known to you and analyse the extent 
to which Storey’s description of HRM applies.

4.  Your local branch of the CIPD has asked you either to propose or oppose (your choice) 
a motion to the effect that ‘This house agrees with the statement of Keenoy and Anthony 
in 1992 that HRM is no more than a rhetoric masking the intensifi cation and commodi-
fi cation of labour.’ Prepare the case either for or against the motion.

5. Harley and Hardy (2004) wrote that ‘Managers can use the language of HRM to estab-
lish the legitimacy of their practices, even if the latter bear little resemblance to the 
former.’ What is the meaning and signifi cance of this statement?
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The aims of strategic HRM •
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Introduction

As Baird and Meshoulam (1988) remarked: ‘Business objectives are accomplished when human 
resource practices, procedures and systems are developed and implemented based on organi-
zational needs, that is, when a strategic perspective to human resource management is adopted.’ 
The aim of this chapter is to explore what this involves. It starts with an introduction to the 
basis of strategic human resource management (strategic HRM) provided by the concepts of 
human resource management and strategic management. It then covers a defi nition of strate-
gic human resource management (strategic HRM) and its aims; an analysis of its underpin-
ning concepts – the resource-based view and strategic fi t; and a description of how strategic 
HRM works, namely the universalistic, contingency and confi gurational perspectives defi ned 
by Delery and Doty (1996) and the three approaches associated with those perspectives – best 
practice, best fi t and bundling. The chapter ends with discussions on the reality of strategic 
HRM and the practical implications of the theories reviewed earlier.

The conceptual basis of strategic HRM

Boxall (1996) explained that strategic HRM ‘is the interface between HRM and strategic man-
agement’. It takes the notion of HRM as a strategic, integrated and coherent approach and 
develops that in line with the concept of strategic management. This is an approach to man-
agement that involves taking a broad and long-term view of where the business or part of the 
business is going and managing activities in ways that ensure this strategic thrust is 
maintained.

As defi ned by Pearce and Robinson (1988): ‘Strategic management is the set of decisions and 
actions resulting in the formulation and implementation of strategies designed to achieve the 
objectives of an organization.’ According to Kanter (1984) its purpose is to: ‘elicit the present 
actions for the future’ and become ‘an action vehicle – integrating and institutionalizing mech-
anisms for change’. The concept of strategic management is built on the concept of strategy, as 
considered below.

The concept of strategy

Strategy is the approach selected to achieve defi ned goals in the future. According to Chandler 
(1962) it is: ‘The determination of the long-term goals and objectives of an enterprise, and the 
adoption of courses of action and the allocation of resources necessary for carrying out those 
goals.’

Strategy has three fundamental characteristics. First, it is forward looking. It is about deciding 
where you want to go and how you mean to get there. It is concerned with both ends and 
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means. In this sense a strategy is a declaration of intent: ‘This is what we want to do and this is 
how we intend to do it.’ Strategies defi ne longer-term goals but they also cover how those goals 
will be attained. They guide purposeful action to deliver the required result. A good strategy is 
one that works, one that in Abell’s (1993) phrase enables organizations to adapt by ‘mastering 
the present and pre-empting the future’. As Boxall (1996) explained: ‘Strategy should be under-
stood as a framework of critical ends and means.’

The second characteristic of strategy is that the organizational capability of a fi rm (its capacity 
to function effectively) depends on its resource capability (the quality and quantity of its 
resources and their potential to deliver results). This is the resource-based view, based on the 
ideas of Penrose (1959) who wrote that: the fi rm is ‘an administrative organization and a col-
lection of productive resources’. It was expanded by Wernerfelt (1984) who explained that 
strategy ‘is a balance between the exploitation of existing resources and the development of 
new ones’. Resource-based strategy theorists such as Barney (1991, 1995) argued that sustained 
competitive advantage stemmed from the acquisition and effective use of bundles of distinc-
tive resources that competitors cannot imitate. The resource-based view is a major element in 
strategic HRM, as discussed later in this chapter.

The third characteristic of strategy is strategic fi t – the need when developing HR strategies to 
achieve congruence between them and the organization’s business strategies within the context 
of its external and internal environment. The focus is upon the organization and the world 
around it. To maximize competitive advantage a fi rm must match its capabilities and resources 
to the opportunities available in its environment. The concept of fi t or integration is also a 
major feature of strategic HRM.

The formulation of strategy

The formulation of corporate strategy is best described as a process for developing a sense of 
direction, making the best use of resources and ensuring strategic fi t. It has often been described 
as a logical, step-by-step affair, the outcome of which is a formal written statement that pro-
vides a defi nitive guide to the organization’s intentions. Many people still believe and act as if 
this were the case, but it is a misrepresentation of reality. In practice the formulation of strat-
egy can never be as rational and linear a process as some writers describe it or as some manag-
ers attempt to make it.

The diffi culty is that strategies are often based on the questionable assumption that the future 
will resemble the past. Some years ago, Heller (1972) had a go at the cult of long-range plan-
ning: ‘What goes wrong’ he wrote, ‘is that sensible anticipation gets converted into foolish 
numbers: and their validity always hinges on large loose assumptions.’

Strategy formulation is not necessarily a deterministic, rational and continuous process, as was 
pointed out by Mintzberg (1987). He believe that, rather than being consciously and system-
atically developed, strategy reorientation happens in what he calls brief ‘quantum loops’. A 
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strategy, according to Mintzberg, can be deliberate – it can realize the intentions of senior 
management, for example to attack and conquer a new market. But this is not always the case. 
In theory, he says, strategy is a systematic process: fi rst we think, then we act; we formulate, 
then we implement. But we also ‘act in order to think’. In practice, ‘a realized strategy can 
emerge in response to an evolving situation’ and the strategic planner is often ‘a pattern organ-
izer, a learner if you like, who manages a process in which strategies and visions can emerge as 
well as be deliberately conceived’. This concept of ‘emergent strategy’ conveys the essence of 
how in practice organizations develop their business and HR strategies.

Mintzberg was even more scathing about the weaknesses of strategic planning in his 1994 
article in the Harvard Business Review on ‘The rise and fall of strategic planning’. He contends 
that ‘the failure of systematic planning is the failure of systems to do better than, or nearly as 
well as, human beings’. He went on to say that:

Far from providing strategies, planning could not proceed without their prior exist-
ence… real strategists get their hands dirty digging for ideas, and real strategies are 
built from the nuggets they discover… sometimes strategies must be left as broad 
visions, not precisely articulated, to adapt to a changing environment.

He emphasized that strategic management is a learning process as managers of fi rms fi nd out 
what works well in practice for them.

A realistic view of strategy

Tyson (1997) pointed out that, realistically, strategy:

has always been emergent and fl exible – it is always ‘about to be’, it never  •
exists at the present time;

is not only realized by formal statements but also comes about by actions  •
and reactions;

is a description of a future-oriented action that is always directed  •
towards change;

is conditioned by the management process itself. •SO
U
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The process of strategic HRM as defi ned below has to take account of these features of 
strategy.
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Strategic HRM defi ned

Strategic HRM is an approach that defi nes how the organization’s goals will be achieved 
through people by means of HR strategies and integrated HR policies and practices.

Strategic HRM can be regarded as a mind set underpinned by certain concepts rather than a 
set of techniques. It provides the foundation for strategic reviews in which analyses of the 
organizational context and existing HR practices lead to choices on strategic plans for the 
development of overall or specifi c HR strategies (see Chapter 3). Strategic HRM involves the 
exercise of strategic choice (which is always there) and the establishment of strategic 
priorities

But strategic HRM is not just about strategic planning. It is also concerned with the imple-
mentation of strategy and the strategic behaviour of HR specialists working with their line 
management colleagues on an everyday basis to ensure that the business goals of the organiza-
tion are achieved and its values are put into practice. The strategic role of HR practitioners is 
examined in Chapter 5.

Aims of strategic HRM

The fundamental aim of strategic HRM is to generate organizational capability by ensuring 
that the organization has the skilled, engaged, committed and well-motivated employees it 
needs to achieve sustained competitive advantage. It has two main objectives: fi rst to achieve 
integration – the vertical alignment of HR strategies with business strategies and the horizon-
tal integration of HR strategies. The second objective is to provide a sense of direction in an 
often turbulent environment so that the business needs of the organization and the individual 
and collective needs of its employees can be met by the development and implementation of 
coherent and practical HR policies and programmes. In accordance with the resource-based 
view, the strategic goal will be to ‘create fi rms which are more intelligent and fl exible than their 
competitors’ (Boxall, 1996) by hiring and developing more talented staff and by extending 
their skills base.

Schuler (1992) stated that:

Strategic human resource management is largely about integration and adaptation. Its 
concern is to ensure that: 1) human resources (HR) management is fully integrated 
with the strategy and strategic needs of the fi rm; 2) HR policies cohere both across 
policy areas and across hierarchies; and 3) HR practices are adjusted, accepted and 
used by line managers and employees as part of their everyday work.

As Dyer and Holder (1988) remarked, strategic HRM provides ‘unifying frameworks which 
are at once broad, contingency based and integrative’. The rationale for strategic HRM is the 
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perceived advantage of having an agreed and understood basis for developing and implement-
ing approaches to people management that take into account the changing context in which 
the fi rm operates and its longer-term requirements.

Strategic HRM is based on two key concepts, namely, the resource-based view and strategic fi t.

The resource-based view of strategic HRM

To a very large extent, the philosophy and approaches to strategic HRM are underpinned by 
the resource-based view. This states that it is the range of resources in an organization, includ-
ing its human resources, that produces its unique character and creates competitive 
advantage.

Barney (1991, 1995) stated that competitive advantage arises fi rst when fi rms within an indus-
try are heterogeneous with respect to the strategic resources they control and second, when 
these resources are not perfectly mobile across fi rms and thus heterogeneity can be long lasting. 
Creating sustained competitive advantage therefore depends on the unique resources and 
capabilities that a fi rm brings to competition in its environment. These resources include all 
the experience, knowledge, judgement, risk-taking propensity and wisdom of individuals asso-
ciated with a fi rm. For a fi rm resource to have the potential for creating sustained competitive 
advantage it should have four attributes: it must be valuable, rare, imperfectly imitable and 
non-substitutable. To discover these resources and capabilities, managers must look inside 
their fi rm for valuable, rare and costly-to-imitate resources, and then exploit these resources 
through their organization.

The signifi cant link between the resources and capabilities of a fi rm and its strategies was sum-
marized by Grant (1991) as follows.

The signifi cance of the resource-base view, Grant (1991)

The resources and capabilities of a fi rm are the central considerations in for-
mulating its strategy: they are the primary constants upon which a fi rm can 
establish its identity and frame its strategy, and they are the primary sources of 
the fi rm’s profi tability. The key to a resource-based approach to strategy for-
mulation is understanding the relationships between resources, capabilities, 
competitive advantage, and profi tability – in particular, an understanding of 
the mechanisms through which competitive advantage can be sustained over 
time. This requires the design of strategies which exploit to maximum effect 
each fi rm’s unique characteristics.SO
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Wright et al (2001) noted that there are three important components of HRM that constitute 
a resource for the fi rm and are infl uenced by HR practices or the HR system:

1. The human capital pool comprised of the stock of employee knowledge, skills, motivation 
and behaviours.

2. The fl ow of human capital through the fi rm – the movement of people and of 
knowledge.

3. The dynamic processes through which organizations change and/or renew themselves.

They suggested that HR practices are the primary levers through which the fi rm can change 
the pool of human capital as well as attempt to change the employee behaviours that lead to 
organizational success.

Resource-based strategic HRM can produce what Boxall and Purcell (2003) referred to as 
human resource advantage. The aim is to develop strategic capability. This means strategic fi t 
between resources and opportunities, obtaining added value from the effective deployment of 
resources, and developing people who can think and plan strategically in the sense that they 
understand the key strategic issues and ensure that what they do supports the achievement of 
the business’s strategic goals. In line with human capital theory, the resource-based view 
emphasizes that investment in people increases their value to the fi rm.

The strategic goal emerging from the resource-based view will be to ‘create fi rms which are 
more intelligent and fl exible than their competitors’ (Boxall, 1996) by hiring and developing 
more talented staff and by extending their skills base. Resource-based strategy is therefore con-
cerned with the enhancement of the human or intellectual capital of the fi rm. As Ulrich (1998) 
commented: ‘Knowledge has become a direct competitive advantage for companies selling 
ideas and relationships. The challenge to organizations is to ensure that they have the capabil-
ity to fi nd, assimilate, compensate and retain the talented individuals they need.’

The signifi cance of the resource-based view of the fi rm is that it highlights the importance of 
a human capital management approach to HRM and provides the justifi cation for investing in 
people through resourcing, talent management and learning and development programmes as 
a means of enhancing organizational capability.

However, it should be remembered that the original resource-based view as expressed by 
Barney (1991, 1995) referred to all the strategic resources associated with a fi rm, not just 
human resources. This is pointed out by Mueller (1996) in a challenging comment, as 
follows.
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The resources covered by the resource-based view, Mueller (1996)

Empirical analyses conducted within a resource-based view framework have 
shown that in fact most companies value their company and product reputa-
tion – even though obviously sustained by employees – as their most important 
asset, followed in third place by employee know-how. It is diffi cult to see, for 
example, what could be more important for Glaxo than its patents, or for 
British Airways its landing spots at London Heathrow Airport.

Often people alone cannot sustain the success of the ‘super star’ of corporate 
performance… It is more fruitful to look at how different strategic assets 
sustain each other, rather than engage in a sterile debate about which are ana-
lytically prior or more important. Human resources have to be seen within the 
context of the fi rm’s broad array of resources: employees are central for a fi rm 
to retain its valued product reputation, but also vice versa; a highly reputable 
company will fi nd it easier to attract highly qualifi ed employees.

SO
U

RC
E 

RE
V

IE
W

Strategic fi t

As explained by Wright and McMahan (1992) strategic fi t refers to the two dimensions that 
distinguish strategic HRM:

First, vertically, it entails the linking of human resource management practices with the 
strategic management processes of the organization. Second, horizontally, it empha-
sizes the coordination or congruence among the various human resource management 
practices.

Perspectives on strategic HRM

Taking into account the concepts of the resource-based view and strategic fi t, Delery and Doty 
(1996) contended that ‘organizations adopting a particular strategy require HR practices that 
are different from those required by organizations adopting different strategies’ and that 
organizations with ‘greater congruence between their HR strategies and their (business) strat-
egies should enjoy superior performance’. They identifi ed the three HRM perspectives set out 
below.
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Perspectives on HRM, Delery and Doty (1996)

1. The universalistic perspective – some HR practices are better than others 
and all organizations should adopt these best practices. There is a universal 
relationship between individual ‘best’ practices and fi rm performance.

2. The contingency perspective – in order to be effective, an organization’s 
HR policies must be consistent with other aspects of the organization. The 
primary contingency factor is the organization’s strategy. This can be 
described as ‘vertical fi t’.

3. The confi gurational perspective – this is an holistic approach that emphasizes 
the importance of the pattern of HR practices and is concerned with how this 
pattern of independent variables is related to the dependent variable of 
organizational performance. In its general sense, confi guration has been 
defi ned by Huczynski and Buchanan (2007) as: ‘The structures, processes, 
relationships and boundaries through which an organization operates.’
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This typology provided the basis for what has become the most commonly used classifi cation 
of approaches as advocated by Richardson and Thompson (1999), which was to adopt the 
terms ‘best practice’ and ‘best fi t’ for the universalistic and contingency perspectives, and ‘bun-
dling’ as the third approach. This followed the classifi cation made by Guest (1997) of fi t as an 
ideal set of practices, fi t as contingency and fi t as bundles.

The best practice approach

This approach is based on the assumption that there is a set of best HRM practices that are 
universal in the sense that they are best in any situation, and that adopting them will lead to 
superior organizational performance.

A number of lists of ‘best practices’ have been produced, the best known of which was pro-
duced by Pfeffer (1998a), namely:

1. employment security;

2. selective hiring;

3. self-managed teams;

4. high compensation contingent on performance;

5. training to provide a skilled and motivated workforce;
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6. reduction of status differentials;

7. sharing information.

The following list was drawn up by Guest (1999):

1. Selection and the careful use of selection tests to identify those with potential to make a 
contribution.

2. Training, and in particular a recognition that training is an ongoing activity.

3. Job design to ensure fl exibility, commitment and motivation, including steps to ensure 
that employees have the responsibility and autonomy fully to use their knowledge and 
skills.

4. Communication to ensure that a two-way process keeps everyone fully informed.

5. Employee share ownership programmes to increase employees’ awareness of the implica-
tions of their actions on the fi nancial performance of the fi rm.

Delery and Doty (1996) identifi ed seven strategic HR practices, ie ones that are related to 
overall organizational performance: the use of internal career ladders, formal training systems, 
results-oriented appraisal, performance-based compensation, employment security, employee 
voice and broadly defi ned jobs. 

High-performance work systems as described in Chapter 12 can incorporate best practice 
characteristics, eg the US Department of Labor (1993), Appelbaum et al (2000), Sung and 
Ashton (2005) and Thompson and Heron (2005). Another list for high commitment practices 
was produced by Wood and Albanese (1995).

Problems with the best practice model

The ‘best practice’ rubric has been attacked by a number of commentators. Cappelli and 
Crocker-Hefter (1996) comment that the notion of a single set of best practices has been over-
stated: ‘There are examples in virtually every industry of fi rms that have very distinctive man-
agement practices… Distinctive human resource practices shape the core competencies that 
determine how fi rms compete.’

Purcell (1999) has also criticized the best practice or universalist view by pointing out the 
inconsistency between a belief in best practice and the resource-based view that focuses on the 
intangible assets, including HR, that allow the fi rm to do better than its competitors. He asks 
how can ‘the universalism of best practice be squared with the view that only some resources 
and routines are important and valuable by being rare and imperfectly imitable?’

In accordance with contingency theory, which emphasizes the importance of interactions 
between organizations and their environments so that what organizations do is dependent on 
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the context in which they operate, it is diffi cult to accept that there is any such thing as universal 
best practice. What works well in one organization will not necessarily work well in another 
because it may not fi t its strategy, culture, management style, technology or working practices.

However, a knowledge of what is assumed to be best practice can be used to inform decisions 
on what practices are most likely to fi t the needs of the organization, as long as it is understood 
why a particular practice should be regarded as a best practice and what needs to be done to 
ensure that it will work in the context of the organization. Becker and Gerhart (1996) argue 
that the idea of best practice might be more appropriate for identifying the principles underly-
ing the choice of practices, as opposed to the practices themselves. Perhaps it is best to think of 
‘good practice’ rather than ‘best practice’.

The best fi t approach

The best fi t approach is in line with contingency theory. It emphasizes that HR strategies should 
be congruent with the context and circumstances of the organization. ‘Best fi t’ can be perceived 
in terms of vertical integration or alignment between the organization’s business and HR strate-
gies. There are three models, namely: lifecycle, competitive strategy, and strategic confi guration.

The lifecycle best fi t model

The lifecycle model is based on the theory that the development of a fi rm takes place in four 
stages: start-up, growth, maturity and decline. This is in line with product lifecycle theory. The 
basic premise of this model was expressed by Baird and Meshoulam (1988) as follows:

Human resource management’s effectiveness depends on its fi t with the organization’s 
stage of development. As the organization grows and develops, human resource man-
agement programmes, practices and procedures must change to meet its needs. 
Consistent with growth and development models it can be suggested that human 
resource management develops through a series of stages as the organization becomes 
more complex.

Best fi t and competitive strategies

Three strategies aimed at achieving competitive advantage have been identifi ed by Porter (1985):

1. Innovation – being the unique producer.

2. Quality – delivering high quality goods and services to customers.

3. Cost leadership – the planned result of policies aimed at ‘managing away expense’.
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It was contended by Schuler and Jackson (1987) that to achieve the maximum effect it is neces-
sary to match the role characteristics of people in an organization with the preferred strategy. 
Accordingly, they produced the descriptions of appropriate role behaviours set out in Table 2.1.

Table 2.1 Role behaviours appropriate for different strategies, Schuler and Jackson (1987)

Innovative Quality Cost-leadership strategy

High degree of creative  •
behaviour

A longer-term focus •
A relatively high level of  •
cooperation and inter-
dependent behaviour

A moderate degree of  •
concern for quantity

An equal degree of  •
concern for process and 
results

A greater degree of risk  •
taking

A high tolerance of  •
ambiguity and 
unpredictability

Relatively repetitive and  •
predictable behaviours

A more long-term or  •
intermediate focus

A modest amount of  •
cooperative, interdepend-
ent behaviour

A high concern for quality •
A modest concern for  •
quantity of output

High concern for process  •
(how the goods or 
services are made or 
delivered)

Low risk-taking activity •
Commitment to the goals  •
of the organization

Relatively repetitive and  •
predictable behaviours

A rather short-term focus •
Primarily autonomous or  •
individual activity

Modest concern for  •
quality

High concern for quan- •
tity of output

Primary concern for  •
results

Low risk-taking activity •
A relatively high degree of  •
comfort with stability

Strategic confi guration

Another approach to best fi t is the proposition that organizations will be more effective if they 
adopt a policy of strategic confi guration (Delery and Doty, 1996) by matching their strategy to 
one of the ideal types defi ned by theories such as those produced by Miles and Snow (1978). 
This increased effectiveness is attributed to the internal consistency or fi t between the patterns 
of relevant contextual, structural and strategic factors.

Miles and Snow (1978) identifi ed four types of organizations, classifying the fi rst three types 
as ‘ideal’ organizations:

1. Prospectors, which operate in an environment characterized by rapid and unpredictable 
changes. Prospectors have low levels of formalization and specialization and high levels of 
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decentralization. They have relatively few hierarchical levels.

2. Defenders, which operate in a more stable and predictable environment than prospectors 
and engage in more long-term planning. They have more mechanistic or bureaucratic 
structures than prospectors and obtain coordination through formalization, centraliza-
tion, specialization and vertical differentiation.

3. Analysers, which are a combination of the prospector and defender types. They operate in 
stable environments like defenders and also in markets where new products are constantly 
required, like prospectors. They are usually not the initiators of change like prospectors 
but they follow the changes more rapidly than defenders.

4. Reactors, which are unstable organizations existing in what they believe to be an unpre-
dictable environment. They lack consistent well-articulated strategies and do not under-
take long-range planning.

Comments on the concept of best fi t

The best fi t model seems to be more realistic than the best practice model. As Dyer and Holder 
(1988) pointed out: ‘The inescapable conclusion is that what is best depends’. It can therefore 
be claimed that best fi t is more important than best practice. But there are limitations to the 
concept. Paawue (2004) emphasized that: ‘It is necessary to avoid falling into the trap of “con-
tingent determinism” (ie claiming that the context absolutely determines the strategy). There 
is, or should be, room for making strategic choices.’

There is a danger of mechanistically matching HR policies and practices with strategy. It is not 
credible to claim that there are single contextual factors that determine HR strategy, and inter-
nal fi t cannot therefore be complete. As Boxall et al (2007) assert: ‘It is clearly impossible to 
make all HR policies refl ective of a chosen competitive or economic mission; they may have to 
fi t with social legitimacy goals’. And Purcell (1999) commented that: ‘The search for a contin-
gency or matching model of HRM is also limited by the impossibility of modelling all the con-
tingent variables, the diffi culty of showing their interconnection, and the way in which changes 
in one variable have an impact on others’.

Best fi t models tend to be static and don’t take account of the processes of change. They neglect 
the fact that institutional forces shape HRM – it cannot be assumed that employers are free 
agents able to make independent decisions.

Bundling

As Richardson and Thompson (1999) comment: ‘A strategy’s success turns on combining ver-
tical or external fi t and horizontal or internal fi t.’ They conclude that a fi rm with bundles of 
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associated HR practices should have a higher level of performance, provided it also achieves 
high levels of fi t with its competitive strategy.

‘Bundling’ is the development and implementation of several HR practices together so that 
they are inter-related and therefore complement and reinforce each other. This is the process 
of horizontal integration, which is also referred to as the use of  ‘complementarities’ (MacDuffi e, 
1995) who explained the concept of bundling as follows:

Implicit in the notion of a ‘bundle’ is the idea that practices within bundles are interrelated 
and internally consistent, and that ‘more is better’ with respect to the impact on perform-
ance, because of the overlapping and mutually reinforcing effect of multiple practices.

Dyer and Reeves (1995) note that: ‘The logic in favour of bundling is straightforward… Since 
employee performance is a function of both ability and motivation, it makes sense to have 
practices aimed at enhancing both.’ Thus there are several ways in which employees can acquire 
needed skills (such as careful selection and training) and multiple incentives to enhance moti-
vation (different forms of fi nancial and non-fi nancial rewards). Their study of various models 
listing HR practices that create a link between HRM and business performance found that the 
activities appearing in most of the models were involvement, careful selection, extensive train-
ing and contingent compensation.

On the basis of his research in fl exible production manufacturing plants in the United States, 
MacDuffi e (1995) noted that employees will exercise discretionary effort only if they ‘believe 
that their individual interests are aligned with those of the company, and that the company will 
make a reciprocal investment in their well-being’. This means that fl exible production tech-
niques have to be supported by bundles of high-commitment human resource practices such 
as employment security, pay that is partly contingent on performance, a reduction of status 
barriers between managers and workers, and investment in building worker skills. The research 
indicated that plants using fl exible production systems that bundle human resource practices 
into a system that is integrated with production/business strategy, outperform plants using 
more traditional mass production systems in both productivity and quality.

Following research in 43 automobile processing plants in the United States, Pil and MacDuffi e 
(1996) established that when a high-involvement work practice is introduced in the presence 
of complementary HR practices, not only does the new work practice produce an incremental 
improvement in performance but so do the complementary practices.

The aim of bundling is to achieve high performance through coherence, which is one of the 
four ‘meanings’ of strategic HRM defi ned by Hendry and Pettigrew (1986). Coherence exists 
when a mutually reinforcing set of HR policies and practices have been developed that jointly 
contribute to the attainment of the organization’s strategies for matching resources to organi-
zational needs, improving performance and quality and, in commercial enterprises, achieving 
competitive advantage.
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The process of bundling HR strategies is an important aspect of the concept of strategic HRM. 
In a sense, strategic HRM is holistic; it is concerned with the organization as a total system or 
entity and addresses what needs to be done across the organization as a whole. It is not inter-
ested in isolated programmes and techniques, or in the ad hoc development of HR practices.

Bundling can take place in a number of ways. For example, competency frameworks can be 
devised that are used in assessment and development centres and to specify recruitment stand-
ards, identify learning and development needs, indicate the standards of behaviour or per-
formance required and serve as the basis for human resource planning. They could also be 
incorporated into performance management processes in which the aims are primarily devel-
opmental and competencies are used as criteria for reviewing behaviour and assessing learning 
and development needs. Job evaluation could be based on levels of competency, and compe-
tency-based pay systems could be introduced. Grade structures can defi ne career ladders in 
terms of competency requirements (career family structures) and thus provide the basis for 
learning and development programmes. They can serve the dual purpose of defi ning career 
paths and pay progression opportunities. The development of high-performance, high-com-
mitment or high-involvement systems (see Chapters 3 and 12) is in effect bundling because it 
groups a number of HR practices together to produce synergy and thus makes a greater 
impact.

The problem with the bundling approach is that of deciding what is the best way to relate dif-
ferent practices together. There is no evidence that one bundle is generally better than 
another.

The reality of strategic HRM

Strategic HRM, as this chapter has shown, has been a happy hunting ground for academics 
over many years. But what does all this conceptualizing mean in real life? What can practition-
ers learn from it as they go about their business?

Before answering these questions it is worth recalling the rationale for strategic HRM, which 
is that it is the basis for developing and implementing approaches to people management that 
take into account the changing context in which the fi rm operates and its longer-term require-
ments. It should also be borne in mind that strategic HRM is a mindset that only becomes real 
when it produces actions and reactions that can be regarded as strategic, either in the form of 
overall or specifi c HR strategies or strategic behaviour on the part of HR professionals working 
alongside line managers.

As modelled in Figure 2.1, strategic HRM is about both HR strategies and the strategic man-
agement role of HR professionals. There is always choice about those strategies and the strate-
gic role of HR.
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Strategic management –
strategic role of HR

HR strategies –
overall/specific

Strategic HRM

Strategic choice

Strategic analysis

Figure 2.1 Strategic HRM model

Practical implications of strategic HRM theory

It was famously remarked by McGregor (1960) that there is nothing as practical as a good 
theory, ie one that has been based on rigorous fi eld research and, probably, tested by further 
research. This is certainly the case with strategic HR theory, which is based on thorough 
research and testing and, once the jargon has been discarded, has a strong common sense 
appeal.

The theory 1) addresses major people issues which affect or are affected by the strategic plans 
of the organization, 2) provides an agreed and understood basis for developing and imple-
menting approaches to people management that take into account the changing context in 
which the fi rm operates and its longer-term requirements, 3) ensures that business and HR 
strategy and functional HR strategies are aligned with one another, and 4) is the rationale for 
HR practitioners acting as strategic partners. The signifi cant features of strategic HRM are set 
out below.

The signifi cant features of strategic HRM

Creating sustained competitive advantage depends on the unique resources and  •
capabilities that a fi rm brings to competition in its environment (Baron, 2001).

Competitive advantage is achieved by ensuring that the fi rm has higher quality  •
people than its competitors (Purcell et al, 2003).
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The competitive advantage based on the effective management of people is hard  •
to imitate (Barney, 1991, 1995).

The challenge is to achieve organizational capability, ensuring that businesses  •
are able to fi nd, assimilate, reward and retain the talented individuals they need 
(Ulrich, 1998).

It is unwise to pursue so-called ‘best practice’ (the ‘universalistic’ perspective of  •
Delery and Doty, 1996) without being certain that what happens elsewhere 
would work in the context of the organization.

‘Best fi t’ (the ‘contingency’ perspective of Delery and Doty, 1996) is preferable to  •
‘best practice’ as long as the organization avoids falling into the trap of ‘contin-
gent determinism’ by allowing the context to determine the strategy (Paawue, 
2004).

The search for best fi t is limited by the impossibility of modelling all the contin- •
gent variables, the diffi culty of showing their interconnection, and the way in 
which changes in one variable have an impact on others (Purcell, 1999).

Best fi t can be pursued in a number of ways, namely by fi tting the HR strategy  •
to its position in its lifecycle of start-up, growth, maturity or decline (Baird and 
Meshoulam, 1988), or the competitive strategy of innovation, quality or cost 
leadership (Porter, 1985), or to the organization’s ‘strategic confi guration’ 
(Delery and Doty, 1996), eg the typology of organizations as prospectors, 
defenders and analysers defi ned by Miles and Snow (1978).

Improved performance can be achieved by ‘bundling’, ie the development and  •
implementation of several HR practices together so that they are inter-related 
and therefore complement and reinforce each other (MacDuffi e, 1995).

Strategic HRM – key learning points

The conceptual basis of strategic HRM

Strategic HRM is the interface between 
HRM and strategic management. It takes 
the notion of HRM as a strategic, integrated 
and coherent approach and develops that 
in line with the concept of strategic man-
agement (Boxall, 1996).

The fundamental characteristics of 
strategy

forward looking; •

the organizational capability of a  •
fi rm depends on its resource 
capability;
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Strategic HRM – key learning points (continued)

strategic fi t – the need when devel- •
oping HR strategies to achieve con-
gruence between them and the 
organization’s business strategies 
within the context of its external 
and internal environment.

How strategy is formulated

An emergent and fl exible process of devel-
oping a sense of direction, making the best 
use of resources and ensuring strategic fi t.

The aim of strategic HRM

To generate organizational capability by 
ensuring that the organization has the 
skilled, engaged, committed and well-moti-
vated employees it needs to achieve sus-
tained competitive advantage.

Implications of the resource-based 
view

The creation of fi rms which are ‘more intelli-
gent and fl exible than their competitors’ 
(Boxall, 1996) by hiring and developing more 
talented staff and by extending the skills base.

The three HRM ‘perspectives’ of Delery and 
Doty (1996)

1. Universalistic perspective – some HR 
practices are better than others and all 
organizations should adopt these best 
practices.

2. Contingency – in order to be effective, 
an organization’s HR policies must be 
consistent with other aspects of the 
organization.

3. Confi gurational – relating HRM to the 
‘confi guration’ of the organization in 
terms of its structures and processes.

The concepts of ‘best practice’ and 
‘best fi t’

The concept of best practice is based  •
on the assumption that there is a set 
of best HRM practices which are 
universal in the sense that they are 
best in any situation, and that adopt-
ing them will lead to superior organ-
izational performance. This concept 
of universality is criticized because 
it takes no account of the local 
context.

The concept of best fi t emphasizes  •
that HR strategies should be con-
gruent with the context and circum-
stances of the organization. ‘Best fi t’ 
can be perceived in terms of vertical 
integration or alignment between 
the organization’s business and HR 
strategies.

It is generally accepted that best fi t is  •
more important than best practice.

The signifi cance of bundling

The process of bundling HR strategies is an 
important aspect of the concept of strategic 
HRM which is concerned with the organi-
zation as a total system or entity and 
addresses what needs to be done across the 
organization as a whole.
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Questions

1. A junior colleague in your HR department has sent you an e-mail to the effect that: 
‘During the course of my studies I have come across the phrase “best fi t is more impor-
tant than best practice”. What does this mean exactly and what is its signifi cance to us?’ 
Produce a reply.

2. Your chief executive has sent you the following e-mail: ‘I have just returned from a 
one-day management conference in which an academic kept on referring to “the 
resource based view” and its signifi cance. What is it and how relevant is it, if at all, to 
what we are doing here?’ Produce a reply.

3. You are the recently appointed HR director of a medium-sized distribution company 
based in Dartford with a staff of 350 including 130 drivers. After three months you have 
decided that the crucial HR issues facing the company are the high rate of turnover of 
drivers (35 per cent last year), an unacceptable level of road accidents, and an unsatisfac-
tory climate of employee relations (there is a recognized union for drivers which is mili-
tant and hostile and no formal procedures for employee communications or 
consultation). In spite of this the company is doing reasonably well although it is felt by 
the board that is should do better and there are plans for opening a new distribution 
centre in Essex. You have received an e-mail from the fi nance director who is preparing 
the company’s business plan and asks for your proposals on what needs to be done in 
HR to support it.

Strategic HRM – key learning points (continued)

The practical implications of 
strategic HRM theory

The theory addresses major people issues 
which affect or are affected by the strategic 

plans of the organization. It provides the 
rationale for HR practitioners acting as 
strategic partners on an everyday basis.
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3
HR Strategies

Key concepts and terms

High commitment management •

High performance management •

HR strategy •

High involvement management •

Horizontal fi t •

Vertical fi t •

On completing this chapter you should be able to defi ne these key concepts. 
You should also understand:

Learning outcomes

T • he purpose of HR strategy

Specifi c HR strategy areas •

How HR strategy is formulated •

How the vertical integration of  •
business and HR strategies is 
achieved

How HR strategies can be set out •

General HR strategy areas •

The criteria for a successful HR  •
strategy

The fundamental questions on  •
the development of HR strategy

How horizontal fi t (bundling) is  •
achieved

How HR strategies can be  •
implemented

 47
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Introduction

As described in Chapter 2, strategic HRM is a mindset that leads to strategic actions and reac-
tions, either in the form of overall or specifi c HR strategies or strategic behaviour on the part 
of HR professionals. This chapter focuses on HR strategies and answers the following ques-
tions: What are HR strategies? What are the main types of overall HR strategies? What are the 
main areas in which specifi c HR strategies are developed? What are the criteria for an effective 
HR strategy? How should HR strategies be developed? How should HR strategies be 
implemented?

What are HR strategies?

HR strategies set out what the organization intends to do about its human resource manage-
ment policies and practices and how they should be integrated with the business strategy and 
each other. They are described by Dyer and Reeves (1995) as ‘internally consistent bundles of 
human resource practices’. Richardson and Thompson (1999) suggest that:

A strategy, whether it is an HR strategy or any other kind of management strategy must 
have two key elements: there must be strategic objectives (ie things the strategy is sup-
posed to achieve), and there must be a plan of action (ie the means by which it is pro-
posed that the objectives will be met).

The purpose of HR strategies is to articulate what an organization intends to do about its 
human resource management policies and practices now and in the longer term, bearing in 
mind the dictum of Fombrun et al (1984) that business and managers should perform well in 
the present to succeed in the future. HR strategies aim to meet both business and human needs 
in the organization.

HR strategies may set out intentions and provide a sense of purpose and direction, but they are 
not just long-term plans. As Gratton (2000) commented: ‘There is no great strategy, only great 
execution.’

Because all organizations are different, all HR strategies are different. There is no such thing as 
a standard strategy and research into HR strategy conducted by Armstrong and Long (1994) 
and Armstrong and Baron (2002) revealed many variations. Some strategies are simply very 
general declarations of intent. Others go into much more detail. But two basic types of HR 
strategies can be identifi ed; these are: 1) general strategies such as high-performance working, 
and 2) specifi c strategies relating to the different aspects of human resource management such 
as learning and development and reward.
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General HR strategies

General strategies describe the overall system or bundle of complementary HR practices that 
the organization proposes to adopt or puts into effect in order to improve organizational per-
formance. The three main approaches are summarized below.

1. High-performance management

High-performance management or high-performance working aims to make an impact on 
the performance of the organization in such areas as productivity, quality, levels of customer 
service, growth and profi ts. High-performance management practices include rigorous recruit-
ment and selection procedures, extensive and relevant training and management development 
activities, incentive pay systems and performance management processes.

These practices are often called ‘high-performance work systems’ (HPWS) which, as defi ned 
by Appelbaum et al (2000), comprise practices that can facilitate employee involvement, skill 
enhancement and motivation. Thompson and Heron (2005) refer to them as ‘high-perform-
ance work organization practices’ which, they say, ‘consist of work practices that invest in the 
skills and abilities of employees, design work in ways that enable employee collaboration in 
problem solving and provide incentives to motivate workers to use their discretionary effort’. 
This term is more frequently used than either high-commitment management or high-involve-
ment management, although there is a degree of overlap between these approaches and an 
HPWS and the terms ‘high performance’ and ‘high commitment’ are sometimes used 
interchangeably.

2. High-commitment management

One of the defi ning characteristics of HRM is its emphasis on the importance of enhancing 
mutual commitment (Walton, 1985b). High-commitment management has been described by 
Wood (1996) as: ‘A form of management which is aimed at eliciting a commitment so that 
behaviour is primarily self-regulated rather than controlled by sanctions and pressures exter-
nal to the individual, and relations within the organization are based on high levels of trust.’

The following defi nitions expand these statements.
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High commitment management defi ned, Wood (1999)

High-commitment management is generally characterized as entailing, a) a 
particular orientation on the part of employers to their employees, based on an 
underlying conception of them as assets to be developed rather than as dispos-
able factors of production, and b) the combined use of certain personnel prac-
tices, such as job redesign, job fl exibility, problem-solving groups, team working 
and minimal status differences.

Approaches to achieving high commitment, Beer et al (1984) and Walton 
(1985b)

The development of career ladders and emphasis on trainability and  •
commitment as highly valued characteristics of employees at all levels 
in the organization.

A high level of functional fl exibility with the abandonment of poten- •
tially rigid job descriptions.

The reduction of hierarchies and the ending of status differentials. •

A heavy reliance on team structure for disseminating information (team  •
briefi ng), structuring work (team working) and problem solving 
(quality circles).
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Wood and Albanese (1995) added to this list:

job design as something management consciously does in order to provide jobs that  •
have a considerable level of intrinsic satisfaction;

a policy of no compulsory lay-offs or redundancies and permanent employment guar- •
antees with the possible use of temporary workers to cushion fl uctuations in the 
demand for labour;

new forms of assessment and payment systems and, more specifi cally, merit pay and  •
profi t sharing;

a high involvement of employees in the management of quality. •

As defi ned above, there are many similarities between high-performance and high-commit-
ment management. In fact, there is much common ground between the practices included in 
all of these approaches as Sung and Ashton (2005) comment.



HR Strategies 51

Comparison of approaches, Sung and Ashton (2005)

In some cases high performance work practices are called ‘high commitment 
practices’ (Walton, 1985a) or ‘high involvement management’ (Lawler, 1986). 
More recently they have been termed ‘high performance organizations’ (Lawler 
et al, 1998) or ‘high-involvement’ work practices (Wood et al, 2001). Whilst 
these studies are referring to the same general phenomena the use of different 
‘labels’ has undoubtedly added to the confusion.

SO
U

RC
E 

RE
V

IE
W

However, a study of the literature shows that the most frequently used term is ‘high-per-
formance management’, which is why in this book it is given more detailed consideration in 
Chapter 12.

3. High-involvement management

As defi ned by Benson et al (2006): ‘High-involvement work practices are a specifi c set of 
human resource practices that focus on employee decision making, power, access to informa-
tion, training and incentives.’ The term ‘high involvement’ was used by Lawler (1986) to 
describe management systems based on commitment and involvement, as opposed to the old 
bureaucratic model based on control. The underlying hypothesis is that employees will increase 
their involvement with the company if they are given the opportunity to control and under-
stand their work. He claimed that high-involvement practices worked well because they acted 
as a synergy and had a multiplicative effect. This approach involves treating employees as part-
ners in the enterprise whose interests are respected and who have a voice on matters that 
concern them. It is concerned with communication and involvement. The aim is to create a 
climate in which a continuing dialogue between managers and the members of their teams 
takes place in order to defi ne expectations and share information on the organization’s mission, 
values and objectives. This establishes mutual understanding of what is to be achieved and a 
framework for managing and developing people to ensure that it will be achieved.

The practices included in a high-involvement system have sometimes expanded beyond this 
original concept and included high-performance practices. For example, as noted above, high-
performance practices usually include relevant training and incentive pay systems. Sung and 
Ashton (2005) include high-involvement practices as one of the three broad areas of a high-
performance work system (the other two being human resource practices and reward and 
commitment practices).
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Examples of general HR strategies
A local authority

As expressed by the chief executive of this borough council, their HR strategy is about:

having a very strong focus on the overall effectiveness of the organization, its direction 
and how it’s performing; there is commitment to, and belief in, and respect for indi-
viduals, and I think that these are very important factors.

A public utility

The only HR strategy you really need is the tangible expression of values and the imple-
mentation of values… unless you get the human resource values right you can forget all 
the rest. (Managing Director)

A manufacturing company

The HR strategy is to stimulate changes on a broad front aimed ultimately at achieving 
competitive advantage through the efforts of our people. In an industry of fast followers, 
those who learn quickest will be the winners. (HR Director)

A retail stores group

The biggest challenge will be to maintain (our) competitive advantage and to do that 
we need to maintain and continue to attract very high calibre people. The key differen-
tiator on anything any company does is fundamentally the people, and I think that 
people tend to forget that they are the most important asset. Money is easy to get hold 
of, good people are not. All we do in terms of training and manpower planning is 
directly linked to business improvement. (Managing Director)

Specifi c HR strategies

Specifi c HR strategies set out what the organization intends to do in areas such as:

Human capital management – obtaining, analysing and reporting on data that inform  •
the direction of value-adding people management, strategic, investment and opera-
tional decisions.

Corporate social responsibility – a commitment to managing the business ethically in  •
order to make a positive impact on society and the environment.
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Organization development – the planning and implementation of programmes  •
designed to enhance the effectiveness with which an organization functions and 
responds to change.

Engagement – the development and implementation of policies designed to increase  •
the level of employees’ engagement with their work and the organization.

Knowledge management – creating, acquiring, capturing, sharing and using knowl- •
edge to enhance learning and performance.

Resourcing – attracting and retaining high quality people. •

Talent management – how the organization ensures that it has the talented people it  •
needs to achieve success.

Learning and development – providing an environment in which employees are encour- •
aged to learn and develop.

Reward – defi ning what the organization wants to do in the longer term to develop and  •
implement reward policies, practices and processes that will further the achievement of 
its business goals and meet the needs of its stakeholders.

Employee relations – defi ning the intentions of the organization about what needs to  •
be done and what needs to be changed in the ways in which the organization manages 
its relationships with employees and their trade unions.

Employee well-being – meeting the needs of employees for a healthy, safe and support- •
ive work environment.

Criteria for an effective HR strategy

An effective HR strategy is one that works in the sense that it achieves what it sets out to 
achieve. Its particular requirements are set out below.

Criteria for an effective HR strategy

It will satisfy business needs. •

It is founded on detailed analysis and study, not just wishful thinking. •

It can be turned into actionable programmes that anticipate implementation  •
requirements and problems.

It is coherent and integrated, being composed of components that fi t with and  •
support each other.



54 Human Resource Management

How should HR strategies be formulated?

Propositions about the formulation of HR strategy, Boxall (1993)

The strategy formation process is complex, and excessively rationalistic  •
models that advocate formalistic linkages between strategic planning 
and HR planning are not particularly helpful to our understanding of 
it.

Business strategy may be an important infl uence on HR strategy but it  •
is only one of several factors.

Implicit (if not explicit) in the mix of factors that infl uence the shape of  •
HR strategies is a set of historical compromises and trade-offs from 
stakeholders.
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Strategic options and choices

The process of formulating HR strategies involves generating strategic HRM options and then 
making appropriate strategic choices. It has been noted by Cappelli (1999) that: ‘The choice of 
practices that an employer pursues is heavily contingent on a number of factors at the organi-
zational level, including their own business and production strategies, support of HR policies, 
and cooperative labour relations.’ The process of developing HR strategies involves the adop-
tion of a contingent approach in generating strategic HRM options and then making appro-
priate strategic choices. There is seldom if ever one right way forward.

‘Inside-out’ and ‘outside-in’ approaches to formulating HR strategies

Research conducted by Wright et al (2004) identifi ed two approaches that can be adopted by 
HR to strategy formulation: the inside-out approach and the outside-in approach. They made 
the following observations about the HR-strategy linkage:

It takes account of the needs of line managers and employees generally as well  •
as those of the organization and its other stakeholders. As Boxall and Purcell 
(2003) emphasize: ‘HR planning should aim to meet the needs of the key stake-
holder groups involved in people management in the fi rm.’
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At the extreme, the ‘inside-out’ approach begins with the status quo HR function (in 
terms of skills, processes, technologies, etc) and then attempts (with varying degrees of 
success) to identify linkages to the business (usually through focusing on ‘people issues’), 
making minor adjustments to HR activities along the way… On the other hand, a few 
fi rms have made a paradynamic shift to build their HR strategies from the starting point 
of the business. Within these ‘outside-in’ HR functions, the starting point is the business, 
including the customer, competitor and business issues they face. The HR strategy then 
derives directly from these challenges to create real solutions and add real value.

They suggested that ‘the most advanced linkage was the “integrative” linkage in which the 
senior HR executive was part of the top management team, and was able to sit at the table and 
contribute during development of the business strategy’.

In reality HR strategies are more likely to fl ow from business strategies, which will be domi-
nated by product/market and fi nancial considerations. But there is still room for HR to make 
a useful, even essential contribution at the stage when business strategies are conceived, for 
example, by focusing on resource issues. This contribution may be more signifi cant if strategy 
formulation is an emergent or evolutionary process – HR strategic issues will then be dealt 
with as they arise during the course of formulating and implementing the corporate strategy.

Issues in developing HR strategies

Five fundamental questions that need to be asked in developing HR strategies have been posed 
by Becker and Huselid (1998):

1. What are the fi rm’s strategic objectives?

2. How are these translated into unit objectives?

3. What do unit managers consider are the ‘performance drivers’ of those objectives?

4. How do the skills, motivation and structure of the fi rm’s workforce infl uence these per-
formance drivers?

5. How does the HR system infl uence the skills, motivation and structure of the workforce?

But many different routes may be followed when formulating HR strategies – there is no one 
right way. On the basis of their research in 30 well-known companies, Tyson and Witcher (1994) 
commented that: ‘The different approaches to strategy formation refl ect different ways to manage 
change and different ways to bring the people part of the business into line with business goals.’

In developing HR strategies, process may be as important as content. Tyson and Witcher (1994) 
also noted from their research that: ‘The process of formulating HR strategy was often as 
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important as the content of the strategy ultimately agreed. It was argued that by working 
through strategic issues and highlighting points of tension, new ideas emerged and a consen-
sus over goals was found.’

There are two key issues to be addressed in developing HR strategies: achieving vertical fi t or 
integration and achieving horizontal fi t or integration (bundling).

1. Achieving vertical fi t – integrating business and HR strategies

Wright and Snell (1998) suggest that seeking fi t requires knowledge of the business strategy, 
knowledge of the skills and behaviour necessary to implement the strategy, knowledge of the 
HRM practices necessary to elicit those skills and behaviours, and the ability quickly to develop 
and implement the desired system of HRM practices.

When considering how to integrate business and HR strategies it should be remembered that 
business and HR issues infl uence each other and in turn infl uence corporate and business unit 
strategies. It is also necessary to note that in establishing these links, account must be taken of 
the fact that strategies for change have also to be integrated with changes in the external and 
internal environments. Fit may exist at a point in time but circumstances will change and fi t 
no longer exists. An excessive pursuit of ‘fi t’ with the status quo will inhibit the fl exibility of 
approach that is essential in turbulent conditions.

An illustration of how HR strategies could fi t vertically with one or other of the competitive 
strategies listed by Porter (1985) is given in Table 3.1.

Table 3.1 Achieving vertical fi t between HR and business strategies

HR strategy Competitive strategy

Achieve competitive
advantage through
innovation

Achieve competitive
advantage through
quality

Achieve competitive
advantage through
cost-leadership

Resourcing Recruit and retain 
high quality people 
with innovative skills 
and a good track 
record in innovation

Use sophisticated 
selection procedures to 
recruit people who are 
likely to deliver quality 
and high levels of 
customer service

Develop core/
periphery employment 
structures; recruit 
people who are likely 
to add value; if 
unavoidable, plan and 
manage downsizing 
humanely



HR Strategies 57

HR strategy Competitive strategy

Achieve competitive
advantage through
innovation

Achieve competitive
advantage through
quality

Achieve competitive
advantage through
cost-leadership

Learning and 
development

Develop strategic 
capability and provide 
encouragement and 
facilities for enhancing 
innovative skills and 
enhancing the intellec-
tual capital of the 
organization

Encourage the 
development of a 
learning organization, 
develop and 
implement knowledge 
management processes, 
support total quality 
and customer care 
initiatives with focused 
training

Provide training 
designed to improve 
productivity;
inaugurate just-in-time
training which is 
closely linked to 
immediate 
business needs and can 
generate measurable 
improvements in cost-
effectiveness

Reward Provide fi nancial 
incentives and rewards 
and recognition for 
successful innovations

Link rewards to quality 
performance and the 
achievement of high 
standards of customer 
service

Review all reward 
practices to ensure that 
they provide value for 
money and do not lead 
to unnecessary 
expenditure

The factors that can make the achievement of good vertical fi t diffi cult are:

The business strategy may not be clearly defi ned – it could be in an emergent or evolu- •
tionary state, which would mean that there would be little or nothing with which to fi t 
the HR strategy.

Even if the business strategy is clear, it may be diffi cult to determine precisely how HR  •
strategies could help in specifi c ways to support the achievement of particular business 
objectives – a good business case can only be made if it can be demonstrated that there 
will be a measurable link between the HR strategy and business performance in the 
area concerned.

Even if there is a link, HR specialists do not always have the strategic capability to make  •
the connection – they need to be able to see the big picture, understand the business 
drivers and appreciate how HR policies and practices can impact on them.

Table 3.1 continued



58 Human Resource Management

Barriers exist between top management and HR – the former may not be receptive  •
because they don’t believe this is necessary and HR is not capable of persuading them 
that they should listen, or HR lacks access to top management on strategic issues, or HR 
lacks credibility with top management as a function that knows anything about the 
business or should even have anything to do with the business.

It is up to HR practitioners in their strategic role to overcome these problems by getting to 
know what the business is aiming to do and what drives it (this should be possible even when 
strategies are ‘emergent’), understanding just how HR practices make an impact, and achiev-
ing access to strategic business decision making by demonstrating their credibility as an inte-
gral part of the management of the business.

2. Achieving horizontal fi t (bundling)

Horizontal fi t or integration is achieved when the various HR strategies cohere and are mutu-
ally supporting. This can be attained by the process of ‘bundling’, which is carried out by fi rst 
identifying appropriate HR practices; second, assessing how the items in the bundle can be 
linked together so that they become mutually reinforcing; and fi nally drawing up programmes 
for the development of these practices, paying particular attention to the links between them.

The use of high-performance, high-involvement or high-commitment systems as described 
earlier in this chapter is an integrating process. The essence of these systems is that they each 
consist of a set of complementary work practices that are developed and maintained as a 
whole. Other integrating activities or processes are talent management, performance manage-
ment and the use of competencies.

The factors that inhibit the achievement of horizontal fi t are diffi culties in:

deciding which bundles are likely to be best; •

actually linking practices together – it is always easier to deal with one practice at a  •
time;

managing the interdependencies between different parts of a bundle; •

convincing top management and line managers that bundling will benefi t the organi- •
zation and them.

These can be overcome by dedicated HR professionals, but it is hard work.

Setting out the strategy

There is no standard model of how an HR strategy should be set out; it all depends on the cir-
cumstances of the organization. But the typical areas that may be covered in a written strategy 
are set out below.
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Typical areas that may be covered in a written HR strategy

Basic considerations – business needs in terms of the key elements of the busi- •
ness strategy; environmental factors and analysis (SWOT/PESTLE) and cultural 
factors – possible helps or hindrances to implementation.

Content – details of the proposed HR strategy. •

Rationale – the business case for the strategy against the background of business  •
needs and environmental/cultural factors.

Implementation plan – an action programme, defi nitions of responsibilities  •
and resource requirements and arrangements for communication, consulta-
tion, involvement and training.

Costs and benefi ts analysis – an assessment of the resource implications of the  •
plan (costs, people and facilities) and the benefi ts that will accrue, for the organ-
ization as a whole, for line managers and for individual employees. (So far as 
possible these benefi ts should be quantifi ed in terms of added value or return 
on investment.)

Implementing HR strategies

All too often, 80 per cent of the time spent on strategic management is devoted to designing 
strategies and only 20 per cent is spent on planning their implementation. It should be the 
other way round. It is necessary to plan with implementation in mind.

Because strategies tend to be expressed as abstractions, they must be translated into pro-
grammes with clearly stated objectives and deliverables. It is necessary to avoid saying, in effect: 
‘We need to get from here to there but we don’t care how.’ Getting strategies into action is not 
easy. Too often, strategists act like Mr Pecksmith who was compared by Dickens (1843) to ‘a 
direction-post which is always telling the way to a place and never goes there’.

The term ‘strategic HRM’ has been devalued in some quarters; sometimes to mean no 
more than a few generalized ideas about HR policies, at other times to describe a short- 
term plan, for example, to increase the retention rate of graduates. It must be emphasized 
that HR strategies are not just programmes, policies, or plans concerning HR issues that 
the HR department happens to feel are important. Piecemeal initiatives do not constitute 
strategy.

The problem with strategic HRM as noted by Gratton et al (1999) is that too often there is a 
gap between what the strategy states will be achieved and what actually happens to it. The 
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factors they identifi ed as contributing to creating this say/do gap between the strategy as 
designed and the strategy as implemented include:

the tendency of employees in diverse organizations only to accept initiatives they per- •
ceive to be relevant to their own areas;

the tendency of long-serving employees to cling to the status quo; •

complex or ambiguous initiatives may not be understood by employees or will be per- •
ceived differently by them, especially in large, diverse organizations;

it is more diffi cult to gain acceptance of non-routine initiatives; •

employees will be hostile to initiatives if they are believed to be in confl ict with the  •
organization’s identity, eg downsizing in a culture of ‘job-for-life’;

the initiative is seen as a threat; •

inconsistencies between corporate strategies and values; •

the extent to which senior management is trusted; •

the perceived fairness of the initiative; •

the extent to which existing processes could help to embed the initiative; •

a bureaucratic culture, which leads to inertia. •

Barriers to the implementation of HR strategies

Each of the factors listed by Gratton et al (1999) can create barriers to the successful imple-
mentation of HR strategies. Other major barriers include failure to understand the strategic 
needs of the business, inadequate assessment of the environmental and cultural factors that 
affect the content of the strategies, and the development of ill-conceived and irrelevant initia-
tives, possibly because they are current fads or because there has been an ill-digested analysis 
of best practice that does not fi t the organization’s requirements. These problems are com-
pounded when insuffi cient attention is paid to practical implementation problems, the impor-
tant role of line managers in implementing strategies, and the need to have established 
supporting processes for the initiative (eg, performance management to support performance 
pay).

Approaches to implementation

An implementation programme that overcomes these barriers needs to be based on:

a rigorous preliminary analysis of the strategic needs of the business and how the strat- •
egy will help to meet them;
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a communication programme that spells out what the strategy is, what it is expected to  •
achieve and how it is to be introduced;

the involvement of those who will be concerned with the strategy, eg line managers, in  •
identifying implementation problems and how they should be dealt with;

the preparation of action plans that indicate who does what and when; •

project managing the implementation in a way that ensures that the action plans are  •
achieved.

HR strategies – key learning points

Purpose of HR strategy

To articulate what an organization intends 
to do about its human resource manage-
ment policies and practices now and in the 
longer term.

General HR strategy areas

High-performance management, high-
commitment management and high-
involvement management

Specifi c HR strategy areas

Human capital management, corporate 
social responsibility, organization develop-
ment, engagement, knowledge manage-
ment, employee resourcing, talent 
management, learning and development, 
reward, employee relations, and employee 
well-being.

Criteria for an effective HR strategy

satisfi es business needs; •

founded on detailed analysis and  •
study;

can be turned into actionable  •
programmes;

is coherent and integrated; •

takes account of the needs of line  •
managers and employees generally 
as well as those of the organization 
and its other stakeholders.

Fundamental questions on the 
development of HR strategy

What are the fi rm’s strategic objec- •
tives and how are these translated 
into unit objectives?

What are the ‘performance drivers’  •
of those objectives and how do the 
skills, motivation and structure of 
the fi rm’s workforce infl uence these 
performance drivers?

How does the HR system infl uence  •
the skills, motivation and structure 
of the workforce?

How the vertical integration of 
business and HR strategies is 
achieved

Understand what the business is aiming to 
do and what drives it, and how HR prac-
tices make an impact on these drivers.
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HR strategies – key learning points (continued)

How horizontal fi t (bundling) is 
achieved

Identify appropriate HR practices, assess 
how these items can be bundled together so 
that they become mutually reinforcing, and 
draw up programmes for the development 
of these practices, paying particular atten-
tion to the links between them.

How HR strategies can be set out

The format will vary but may typically be 
set out under the following headings:

Basic considerations. •

Content. •

Rationale. •

Implementation plan. •

Costs and benefi ts analysis. •

How HR strategies can be 
imple mented

Analyse business needs and how the  •
HR strategy will help to meet them.

Communicate full information on  •
the strategy and what it is expected 
to achieve.

Involve those concerned in identify- •
ing implementation problems and 
how they should be dealt with.

Prepare action plans. •

Plan and execute a programme of  •
project management that ensures 
that the action plans are achieved.

Questions

1. Critically evaluate the following statement by Lester Digman (1990): ‘Since most strate-
gic decisions are event-driven rather than programmed they are unplanned. Accordingly 
they should be seen in terms of preferences, choices and matches rather than exercises in 
applied logic.’

2. You have been asked to write an article for your CIPD branch newsletter on ‘What are 
the main characteristics of an HR strategy?’ You have also been asked to include exam-
ples from your own organization or a published article or book. Draft an outline of the 
article.

3. A colleague says to you: ‘It’s all very well talking about integrated HR strategy but what 
does it mean for us?’ Reply.
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Introduction

The concept ‘human capital management’ (HCM) is based on the concept of human capital as 
explained in the fi rst part of this chapter. The next three sections describe the processes of 
human capital management – measurement, internal and external reporting. The chapter con-
cludes with a note on introducing HCM.

Human capital management defi ned

HCM is concerned with obtaining, analysing and reporting on data that inform the direction 
of value-adding people management, strategic, investment and operational decisions at cor-
porate level and at the level of front line management. It is, as emphasized by Kearns (2005), 
ultimately about value.

HCM is concerned with purposeful measurement, not just measurement. The defi ning char-
acteristic of HCM is the use of metrics to guide an approach to managing people that regards 
them as assets and emphasizes that competitive advantage is achieved by strategic investments 
in those assets through employee engagement and retention, talent management and learning 
and development programmes. HCM provides a bridge between HR and business strategy.

The concept of human capital

Individuals generate, retain and use knowledge and skill (human capital) and create intellec-
tual capital. Their knowledge is enhanced by the interactions between them (social capital) 
and generates the institutionalized knowledge possessed by an organization (organizational 
capital). These concepts of human, intellectual, social and organizational capital are explained 
below.

Human capital

Human capital consists of the knowledge, skills and abilities of the people employed in an 
organization. The term was originated by Schultz (1961) who elaborated his concept in 1981 
as follows: ‘Consider all human abilities to be either innate or acquired. Attributes… which are 
valuable and can be augmented by appropriate investment will be human capital.’ A more 
detailed defi nition was put forward by Bontis et al (1999), as follows.
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Human capital defi ned, Bontis et al (1999)

Human capital represents the human factor in the organization; the combined 
intelligence, skills and expertise that gives the organization its distinctive char-
acter. The human elements of the organization are those that are capable of 
learning, changing, innovating and providing the creative thrust which if prop-
erly motivated can ensure the long-term survival of the organization.
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Scarborough and Elias (2002) believe that: ‘The concept of human capital is most usefully 
viewed as a bridging concept – that is, it defi nes the link between HR practices and business 
performance in terms of assets rather than business processes.’ They point out that human 
capital is to a large extent ‘non-standardized, tacit, dynamic, context dependent and embodied 
in people’. These characteristics make it diffi cult to evaluate human capital bearing in mind 
that the ‘features of human capital that are so crucial to fi rm performance are the fl exibility 
and creativity of individuals, their ability to develop skills over time and to respond in a moti-
vated way to different contexts’.

It is indeed the knowledge, skills and abilities of individuals that create value, which is why the 
focus has to be on means of attracting, retaining, developing and maintaining the human 
capital they represent. Davenport (1999) comments that:

People possess innate abilities, behaviours and personal energy and these elements 
make up the human capital they bring to their work. And it is they, not their employers, 
who own this capital and decide when, how and where they will contribute it. In other 
words, they can make choices. Work is a two-way exchange of value, not a one-way 
exploitation of an asset by its owner.

The choices they make include how much discretionary behaviour they are prepared to exer-
cise in carrying out their role (discretionary behaviour refers to the discretion people at work 
can exercise about the way they do their job and the amount of effort, care, innovation and 
productive behaviour they display). They can also choose whether or not to remain with the 
organization.
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The constituents of human capital

Human capital consists of intellectual, social and organizational capital.

Intellectual capital

The concept of human capital is associated with the overarching concept of intellectual capital, 
which is defi ned as the stocks and fl ows of knowledge available to an organization. These can 
be regarded as the intangible resources associated with people which, together with tangible 
resources (money and physical assets), comprise the market or total value of a business. Bontis 
(1998) defi nes intangible resources as the factors other than fi nancial and physical assets that 
contribute to the value-generating processes of a fi rm and are under its control.

Social capital

Social capital is another element of intellectual capital. It consists of the knowledge derived 
from networks of relationships within and outside the organization. The concept of social 
capital has been defi ned by Putnam (1996) as ‘the features of social life – networks, norms and 
trust – that enable participants to act together more effectively to pursue shared objectives’. It 
is important to take into account social capital considerations, that is the ways in which knowl-
edge is developed through interaction between people. Bontis et al (1999) point out that it is 
fl ows as well as stocks that matter. Intellectual capital develops and changes over time and a 
signifi cant part is played in these processes by people acting together.

Organizational capital

Organizational capital is the institutionalized knowledge possessed by an organization that is 
stored in databases, manuals, etc (Youndt, 2000). It is often called ‘structural capital’ (Edvinson 
and Malone, 1997), but the term ‘organizational capital’ is preferred by Youndt because, he 
argues, it conveys more clearly that this is the knowledge that the organization actually owns.

The signifi cance of human capital theory

The added value that people can contribute to an organization is emphasized by human capital 
theory. It regards people as assets and stresses that investment by organizations in people will 
generate worthwhile returns. Human capital theory is associated with the resource-based view 
of the fi rm as developed by Barney (1991). This proposes that sustainable competitive advan-
tage is attained when the fi rm has a human resource pool that cannot be imitated or substi-
tuted by its rivals. Boxall (1996) refers to this situation as one that confers ‘human capital 
advantage’. But he also notes (1996, 1999) that a distinction should be made between ‘human 



Human Capital Management 69

capital advantage’ and ‘human process advantage’. The former results from employing people 
with competitively valuable knowledge and skills, much of it tacit. The latter, however, follows 
from the establishment of diffi cult to imitate, highly evolved processes within the fi rm, such as 
cross-departmental cooperation and executive development. Accordingly, ‘human resource 
advantage’, the superiority of one fi rm’s labour management over another’s, can be thought of 
as the product of its human capital and human process advantages.

An approach to people management based on human capital theory involves obtaining answers 
to the questions set out below.

Questions on people management raised by human capital theory

What are the key performance drivers that create value? •

What skills do we have? •

What skills do we need now and in the future to meet our strategic aims? •

How are we going to attract, develop and retain these skills? •

How can we develop a culture and environment in which organizational and  •
individual learning takes place that meets both our needs and the needs of our 
employees?

How can we provide for both the explicit and tacit knowledge created in our  •
organization to be captured, recorded and used effectively?

Human capital theory helps to:

determine the impact of people on the business and their contribution to shareholder value; •

demonstrate that HR practices produce value for money in terms, for example, of  •
return on investment;

provide guidance on future HR and business strategies; •

provide data that will inform strategies and practices designed to improve the effective- •
ness of people management in the organization.

Human capital measurement

Human capital measurement has been defi ned by IDS (2004) as being ‘about fi nding links, 
correlations and, ideally, causation, between different sets of (HR) data, using statistical tech-
niques’. As Becker et al (2001) emphasize:
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The most potent action HR managers can take to ensure their strategic contribution is 
to develop a measurement system that convincingly showcases HR’s impact on business 
performance. [They must] understand how the fi rm creates value and how to measure 
the value creation process.

The primary aim of HCM is to assess the impact of human resource management practices 
and the contribution made by people to organizational performance. Methods of measuring 
impact and contribution based upon human capital data have therefore to be developed.

The need for human capital measurement

There is an overwhelming case for evolving methods of valuing human capital as an aid to 
people management decision making. This may mean identifying the key people management 
drivers and modelling the effect of varying them. The need is to develop a framework within 
which reliable information can be collected and analysed such as added value per employee, 
productivity and measures of employee behaviour (attrition and absenteeism rates, the fre-
quency/severity rate of accidents, and cost savings resulting from suggestion schemes).

Becker et al (2001) refer to the need to develop a ‘high-performance perspective’ in which HR 
and other executives view HR as a system embedded within the larger system of the fi rm’s 
strategy implementation. They state that: ‘The fi rm manages and measures the relationship 
between these two systems and fi rm performance.’

Reasons for the interest in measurement

The recognized importance of achieving human capital advantage has led to an interest in the 
development of methods of measuring the value and impact of that capital, as indicated 
below.

Reasons for the interest in measuring the value and impact of human 
capital

Human capital constitutes a key element of the market worth of a company. A  •
research study conducted in 2003 (CFO Research Studies) estimated that the 
value of human capital represented over 36 per cent of total revenue in a typical 
organization.

People in organizations add value and there is a case for assessing this value to  •
provide a basis for HR planning and for monitoring the effectiveness and impact 
of HR policies and practices.
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However, three voices have advised caution about measurement. Leadbeater (2000) observed 
that measuring can ‘result in cumbersome inventories which allow managers to manipulate 
perceptions of intangible values to the detriment of investors. The fact is that too few of these 
measures are focused on the way companies create value and make money’. The Institute of 
Employment Studies (Hartley, 2005) emphasized that reporting on human capital is not 
simply about measurement. Measures on their own such as those resulting from benchmark-
ing are not enough; they must be clearly linked to business performance.

Research carried out by Professor Harry Scarborough and Juanita Elias of Warwick University 
(Scarborough and Elias, 2002) found that it is not what organizations decide to measure that 
is important but the process of measurement itself. As they noted:

In short, measures are less important that the activity of measuring – of continuously 
developing and refi ning our understanding of the productive role of human capital 
within particular settings, by embedding such activities in management practices, and 
linking them to the business strategy of the fi rm.

This sentiment is echoed by Donkin (2005), when he says, ‘It is not the measuring itself that is 
the key to successful human capital management but the intentions behind the measuring and 
the resulting practices that emerge.’

Approaches to measurement

Three approaches to measurement are described below.

1. The human capital index – Watson Wyatt

On the basis of a survey of companies that have linked together HR management practices and 
market value, Watson Wyatt (2002) identifi ed four major categories of HR practice that could 
be linked to increases in shareholder value creation. These are:

The process of identifying measures and collecting and analysing information  •
relating to them will focus the attention of the organization on what needs to be 
done to fi nd, keep, develop and make the best use of its human capital.

Measurements can be used to monitor progress in achieving strategic HR goals  •
and generally to evaluate the effectiveness of HR practices.

You cannot manage unless you measure. •



72 Human Resource Management

 total rewards and accountability 16.5 per cent

 collegial, fl exible workforce 9.0 per cent

 recruiting and retention excellence 7.9 per cent

 communication integrity 7.1 per cent

2. The organizational performance model – Mercer HR Consulting

As described by Nalbantian et al (2004) the organizational performance model developed by 
Mercer HR Consulting is based on the following elements: people, work processes, manage-
ment structure, information and knowledge, decision making and rewards, each of which 
plays out differently within the context of the organization, creating a unique DNA. If these 
elements have been developed piecemeal, as often happens, the potential for misalignment is 
strong and it is likely that human capital is not being optimized, creating opportunities for 
substantial improvement in returns. Identifying these opportunities requires disciplined meas-
urement of the organization’s human capital assets and the management practices that affect 
their performance. The statistical tool, ‘Internal Labour Market Analysis’ used by Mercer draws 
on the running record of employee and labour market data to analyse the actual experience of 
employees rather than stated HR programmes and policies. Thus gaps can be identifi ed 
between what is required in the workforce to support business goals and what is actually being 
delivered.

3. The human capital monitor – Andrew Mayo

Andrew Mayo (2001) has developed the ‘human capital monitor’ to identify the human value 
of the enterprise or ‘human asset worth’, which is equal to ‘employment cost × individual asset 
multiplier’. The latter is a weighted average assessment of capability, potential to grow, per-
sonal performance (contribution) and alignment to the organization’s values set in the context 
of the workforce environment (ie how leadership, culture, motivation and learning are driving 
success). The absolute fi gure is not important. What does matter is that the process of meas-
urement leads you to consider whether human capital is suffi cient, increasing, or decreasing, 
and highlights issues to address. Mayo advises against using too many measures and instead, 
to concentrate on a few organization-wide measures that are critical in creating shareholder 
value or achieving current and future organizational goals.

A number of other areas for measurement and methods of doing so have been identifi ed by 
Mayo (1999, 2001). He believes that value added per person is a good measure of the effective-
ness of human capital, especially for making inter-fi rm comparisons. But he considers that the 
most critical indicator for the value of human capital is the level of expertise possessed by an 
organization. He suggests that this could be analysed under the headings of identifi ed organi-
zational core competencies. The other criteria he mentions are measures of satisfaction derived 
from employee opinion surveys and levels of attrition and absenteeism.
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Measurement data

Main HCM data used for measurement

Basic workforce data – demographic data (numbers by job category, sex, race,  •
age, disability, working arrangements, absence and sickness, turnover and pay).

People development and performance data – learning and development pro- •
grammes, performance management/potential assessments, skills and 
qualifi cations.

Perceptual data – attitude/opinion surveys, focus groups, exit interviews. •

Performance data – fi nancial, operational and customer. •

A summary of human capital measures and their possible uses is given in Table 4.1.

Table 4.1 A summary of human capital measures and their possible uses

Measures Possible use – analysis leading to action

Work-force composition – sex, race, age, 
full-time, part-time

Analyse the extent of diversity
Assess the implications of a preponderance 
of employees in different age groups, eg 
extent of loses through retirement
Assess the extent to which the organization 
is relying on part-time staff

Length of service distribution Indicate level of success in retaining 
employees
Indicate preponderance of long or short-
serving employees
Enable analyses of performance of more 
experienced employees to be assessed

Skills analysis/assessment – graduates, 
professionally/technically qualifi ed, skilled 
workers

Assess skill levels against requirements
Indicate where steps have to be taken to deal 
with shortfalls

Attrition – employee turnover rates for 
different categories of management and 
employees

Indicate areas where steps have to be taken 
to increase retention rates
Provide a basis for assessing levels of 
commitment
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Measures Possible use – analysis leading to action

Attrition – cost of Support business case for taking steps to 
reduce attrition

Absenteeism/sickness rates Identify problems and need for more 
effective attendance management policies

Average number of vacancies as a percent-
age of total workforce

Identify potential shortfall problem areas

Total pay roll costs (pay and benefi ts) Provide data for productivity analysis

Compa-ratio – actual rates of pay as a 
percentage of policy rates

Enable control to be exercised over 
management of pay structure

Percentage of employees in different 
categories of contingent pay or payment-by-
result schemes

Demonstrate the extent to which the 
organization believes that pay should be 
related to contribution

Total pay review increases for different 
categories of employees as a percentage of 
pay

Compare actual with budgeted payroll 
increase costs
Benchmark pay increases

Average bonuses or contingent pay awards 
as a % of base pay for different categories of 
managers and employees

Analyse cost of contingent pay
Compare actual and budgeted increases
Benchmark increases

Outcome of equal pay reviews Reveal pay gap between male and female 
employees

Personal development plans completed as a 
percentage of employees

Indicate level of learning and development 
activity

Training hours per employee Indicate actual amount of training activity 
(note that this does not reveal the quality of 
training achieved or its impact)

Percentage of managers taking part in 
formal management development 
programmes

Indicate level of learning and development 
activity

Internal promotion rate (% of promotions 
fi lled from within)

Indicate extent to which talent management 
programmes are successful

Succession planning coverage (% of 
managerial jobs for which successors have 
been identifi ed)

Indicate extent to which talent management 
programmes are successful

Percentage of employees taking part in 
formal performance reviews

Indicate level of performance management 
activity

Table 4.1 continued
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Measures Possible use – analysis leading to action

Distribution of performance ratings by 
category of staff and department

Indicate inconsistencies, questionable 
distributions and trends in assessments

Accident severity and frequency rates Assess health and safety programmes

Cost savings/revenue increases resulting 
from employee suggestion schemes

Measure the value created by employees

Human capital internal reporting

Analysing and reporting human capital data to top management and line managers will lead 
to better informed decision making about what kind of actions or practices will improve busi-
ness results, increased ability to recognize problems and take rapid action to deal with them, 
and the scope to demonstrate the effectiveness of HR solutions and thus support the business 
case for greater investment in HR practices. The process of reporting the data internally and 
the inferences obtained from them is therefore a vital part of HCM. It is necessary to be clear 
about what data is required and how it will be communicated and used.

The factors affecting the choice of what should be reported in the form of metrics are:

the type of organization – measures are context dependent; •

the business goals of the organization; •

the business drivers of the organization, ie the factors that contribute to the achieve- •
ment of business goals, such as increases in revenue, control of costs, customer service, 
quality, innovation, expansion through mergers and acquisitions, product develop-
ment and market development;

the existing key performance indicators (KPIs) used in the organization; •

the use of a balanced scorecard which enables a comprehensive view of performance to  •
be taken by reference to four perspectives: fi nancial, customer, innovation and learning 
and internal processes;

the availability of data; •

the use of data – measures should only be selected that can be put to good use in  •
guiding strategy and reporting on performance;

Table 4.1 continued
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the manageability of data – there may be a wide choice of metrics and it is essential to be selec- •
tive in the light of the above analysis so that the burden of collecting, analysing and evaluating 
the data is not too great and people do not suffer from information overload; remember that 
the cost of perfection is prohibitive, the cost of sensible approximation is less.

Human capital information is usually reported internally in the form of management reports 
providing information for managers, often through the intranet and on dashboards. However, 
this information will not be valued by managers unless:

it is credible, accurate and trustworthy; •

they understand what it means for them personally and how it will help them to manage  •
their team;

it is accompanied by guidance as to what action can be taken; •

they have the skills and abilities to understand and act upon it. •

It is not enough simply to give managers and other stakeholders information on human capital. 
It must be accompanied by effective analysis and explanation if they are going to understand 
and act upon it in the interests of maximizing organizational performance.

Human capital external reporting

The EC Accounts Modernization Directive requires companies to prepare a business review. This has 
to disclose information that is necessary for the understanding of the development, performance or 
position of the business of the company including the analysis of key fi nancial and other performance 
indicators, and information relating to environmental and employee matters, social and community 
issues, and any policies of the company in relation to these matters and their effectiveness.

A framework (Table 4.2) for external reporting has been produced by the CIPD (2003).

Table 4.2 Framework for external reporting

Principle Features of framework

Add value to the decision making undertaken by 
stakeholder groups in respect of human capital, 
with value added exceeding the costs of informa-
tion gathered

Information should be relevant to the 
identifi cation of human capital and 
should be available in both narrative 
form and as quantitative indicators

The information-gathering requirement 
should be clearly defi ned and should 
not be too costly
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Principle Features of framework

Balance the advantages of comparability with 
other organizations with the need for fl exibility 
to refl ect particular contexts

There should be a distinction between 
primary and secondary indicators

Provide information on possible institutional 
barriers to the effective development and 
utilization of human capital within fi rms

Indicators to highlight possible barriers 
to the under-utilization of human 
capital based on sex, age or race

Refl ect the dynamic and context-dependent 
nature of human capital

There should be multiple categories of 
indicators to refl ect the acquisition, 
development, management and per-
formance of human capital

Be future-oriented to highlight the contribution 
of human capital to future performance

The framework should incorporate 
information on both the near-term and 
the long-term, highlighting both 
investments in and depreciation of 
human capital. It should provide 
information not only on human capital 
stocks but also on the management and 
utilization of the fl ow of human capital 

Introducing HCM

As Baron and Armstrong (2007) point out, it is important to emphasize the notion of HCM as 
a journey. It is not an all or nothing affair. It does not have to depend on a state-of-the-art HR 
database or the possession of advanced expertise in statistical analysis. It is not all that diffi cult 
to record and report on basic data and, although some degree of analytical ability is required, 
it is to be hoped, nay expected, that any self-respecting HR professional will have that skill.

At the beginning of the journey an organization may do no more than collect basic HR data 
on, for instance, employee turnover and absence. But anyone who goes a little bit further, and 
analyses that data to draw conclusions on trends and causation leading to proposals on the 
action required that are supported by that analysis, is into HCM. Not in a big way perhaps, but 
it is a beginning. At the other end of the scale there are the highly sophisticated approaches to 
HCM operated by such organizations as Nationwide and the Royal Bank of Scotland. This 
might be the ultimate destination of HCM but it can be approached on a step-by-step basis.

Table 4.2 continued
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Human capital management – key learning points

The concept of human capital

Individuals generate, retain and use knowledge 
and skill (human capital) and create intellec-
tual capital. Human capital ‘defi nes the link 
between HR practices and business perform-
ance in terms of assets rather than business 
processes’ (Scarborough and Elias, 2002).

Characteristics of human capital

Human capital is non-standardized, tacit, 
dynamic, context dependent and embodied 
in people (Scarborough and Elias, 2002).

Constituents of human capital

Human capital consists of intellectual capital, 
social capital and organizational capital.

Signifi cance of human capital

Human capital theory regards people as assets 
and stresses that investment by organizations 
in people will generate worthwhile returns.

Importance of human capital 
measurement

Measuring and valuing human capital is an 
aid to people management decision making.

Reasons for interest in human capital 
measurement

Human capital constitutes a key element  •
of the market worth of a company.

People in organizations add value. •

Focus attention on what needs to be  •
done to make the best use of human 
capital.

Monitor progress in achieving strategic  •
HR goals and evaluate HR practices.

You cannot manage unless you  •
measure.

Approaches to measurement

The human capital index, Watson  •
Wyatt.

The organizational performance  •
model, Mercer HR Consulting.

The human capital monitor, Andrew  •
Mayo.

Measurement elements

Workforce data, people development data, 
perceptual data and performance data.

Factors affecting choice of 
measure ment

Type of organization; its business  •
goals and drivers.

The existing key performance indi- •
cators (KPIs).

Use of a balanced score card. •

The availability, use and managea- •
bility of data.

Criteria for HCM data as a guide to 
managers

Data will only be useful for managers if:

the data are credible, accurate and  •
trustworthy;

they understand what it means for  •
them;

they are accompanied by guidance  •
as to what action can be taken;

they have the skills and abilities to  •
understand and act upon them.
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Questions

1. Your fi nance director has asked you: ‘What is the difference between human resource 
management and human capital management? And whether or not they are different, 
why should we bother with the latter?’

2. What is social capital and why is it signifi cant?

3. You have given a presentation on human capital management at a local conference. At 
question time a member of the audience gets up and says: ‘This is all very well, but it 
sounds as if we will have to do an awful lot of work in getting a full programme of HCM 
off the ground (eg collecting, analysing and reporting on performance statistics) and I 
don’t think that we have the resources to do it and even if we had, that it would be a cost-
effective use of our time’. Respond.
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The Role and Organization

of the HR Function

Key concepts and terms

Benchmarking •

Boundary management •

Business partner •

Centre of expertise •

Offshoring •

Output criteria •

Outsourcing •

Process criteria •

Service level agreement •

Shared service centre •

Transactional activities •

Transformational activities •

The Ulrich three-legged stool model •

Utility analysis •

On completing this chapter you should be able to defi ne these key concepts. 
You should also understand:

Learning outcomes

The role of the HR function •

The diversity of the HR function •

Guidelines on organizing the  •
function

Quantitative criteria for  •
evaluating the HR function

Key points for measuring HR  •
performance

The HR scorecard •

Using management consultants •

HR budgeting •

The activities of the HR function •

The Ulrich three-legged stool model •

The dimensions of HR  •
effectiveness

How HR people can demonstrate  •
their effectiveness

Methods of measuring HR  •
effectiveness

Outsourcing •

Marketing the HR function •

The HR role of line managers •

 81



82 Human Resource Management

Introduction

This chapter describes the role of the HR function as a key part of the process of managing 
organizations. It dwells on the role of the function to provide advice, guidance and HR serv-
ices. Emphasis is given to the strategic role of the function, which is to provide continuing 
support to the achievement of the strategic objectives of the organization, to advise on busi-
ness strategies as affected by HR considerations and to ensure that HR strategies are integrated 
with business strategies.

The chapter starts with an analysis of the role of the HR function and then deals with its 
organization and how its effectiveness can be evaluated. Next it covers various aspects of the 
work of the function, namely the use of shared service centres, outsourcing and management 
consultants. Consideration is also given to marketing HR and HR budgeting. Bearing in mind 
the comment by Boxall et al (2007) that ‘HRM is not just what HR departments do’, the chapter 
ends with an examination of the HR role of line managers.

The role of the HR function

The role of the HR function is to take initiatives and provide guidance, support and services 
on all matters relating to the organization’s employees. Essentially, the HR function is in the 
delivery business – providing the advice and services that enable organizations to get things 
done through people.

The function ensures that HR strategies, policies and practices are introduced and maintained 
that cater for everything concerning the employment, development and well-being of people 
and the relationships that exist between management and the workforce. It plays a major part 
in the creation of an environment that enables people to make the best use of their capacities, 
to realize their potential to the benefi t of both the organization and themselves and, by improv-
ing the quality of working life, to achieve satisfaction through their work

Increasingly the role of the HR function is seen to be business-oriented – contributing to the 
achievement of sustained competitive advantage. But one of the issues explored by Francis and 
Keegan (2006) is the tendency for a focus on business performance outcomes to obscure the 
importance of employee well-being in its own right. They quote the view of Ulrich and 
Brockbank (2005b) that ‘caring, listening to, and responding to employees remains a centre-
piece of HR work’. The HR function and its members have to be aware of the ethical dimen-
sions of their work, as described at the end of Chapter 1.
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The activities of the HR function

The activities carried out within an HR function can be divided into two broad categories: 1) 
strategic (transformational), which is largely concerned with the alignment and implementation 
of HR and business strategies, and 2) transactional, which covers the main HR service delivery 
activities of resourcing, learning and development, reward and employee relations. The HR func-
tion is involved in devising HR strategies, policies and practices that meet the needs of the organ-
ization and its members and support the attainment of sustained competitive advantage. But as 
Hope-Hailey et al (2005) emphasize, competitive advantage lies in employees themselves, not in 
HRM practices. They point out that: ‘The HR department needs to go beyond designing effective 
HRM policies and practices to ensure that these practices are implemented appropriately and are 
accepted by employees in order to achieve the intended results.’

The 2006 survey by IRS of the work of the HR function (Crail, 2006) asked respondents to 
state what were the most time consuming and most important issues facing their HR depart-
ments. The replies are summarized in Table 5.1.

Table 5.1 Issues facing HR departments

HR Issue Most time-consuming (%) Most important (%)

Recruitment/resourcing 27.3 16.8

Administration 16.4  1.9

Absence 12.7  7.7

Pay and benefi ts 12.7 19.4

Employee relations  9.1 10.3

Training and development  4.2 10.3

Strategic activities  0.0 10.3

As might be expected, recruitment was the most time-consuming, although not the most 
important issue. Training and development was not very time-consuming but quite impor-
tant. Strategic activities were believed to be important but were not mentioned at all as being 
time-consuming. The emphasis is on transactional activities.

Variations in the role

The role of the HR function and the practice of human resource management vary immensely 
in different organizations. As Sisson (1995) has commented, HR management is not a single 
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homogeneous occupation – it involves a variety of roles and activities that differ from one 
organization to another and from one level to another in the same organization. And Tyson 
(1987) has claimed that the HR function is often ‘balkanized’ – not only is there a variety of 
roles and activities but these tend to be relatively self-centred, with little passage between them. 
Hope-Hailey et al (1998) believe that HR could be regarded as a ‘chameleon function’ in the 
sense that the diversity of practice established by their research suggests that ‘contextual vari-
ables dictate different roles for the function and different practices of people management’.

The organization of the HR function

The organization and staffi ng of the HR function clearly depends on the size of the business, 
the extent to which operations are decentralized, the type of work carried out, the kind of 
people employed and the role assigned to the HR function. The amount of diversity was noted 
by Crail (2006) on the basis of an IRS survey.

The IRS 2008 survey of HR roles and responsibilities (Crail, 2008) found that the median HR 
specialist to employee ratio was 108 employees to each practitioner. But it varies considerably. 
At the upper quartile the ratio was 1:150 and at the lower quartile it was 1:63. Broadly, the 
larger the organization, the higher the ratio of employees to practitioners.

Guidelines on organizing HR

There are no absolute rules for organizing the function but the following are commonly 
assumed guidelines.

Guidelines on organizing the HR function

The head of the function should report directly to the chief executive and be a member  •
of the top management team involved in the formulation of business strategy.

In a decentralized organization, operational units should be responsible for  •
their own HR management affairs within the framework of broad strategic and 
policy guidelines from the centre.

The professional members of the function should have ‘strategic capability’ in  •
the sense of understanding the strategic imperatives of the organization and 
having the skills required to contribute to the formulation and achievement of 
strategic goals and ‘act as catalysts for change, anticipating problems and making 
things happen’ (Hutchinson and Wood, 1995).

Increased responsibility for HR matters should be devolved to line managers  •
where appropriate.
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A development in the direction of establishing a model for the organization of the HR func-
tion which has excited much interest in recent years is the Ulrich ‘three-legged stool’ as 
described by Robinson (2006) and discussed below. But many HR departments are still run on 
traditional lines and what this involves is also discussed later.

The Ulrich three-legged stool model

The three-legged stool model for the organization of the HR function emerged from Dave 
Ulrich’s work in the 1990s (Ulrich 1995, 1997a, 1997b, 1998). It divides the function into the 
following three parts.

1. Centres of expertise

These specialize in the provision of high level advice and services on key HR activities. The 
CIPD survey on the changing HR function (CIPD, 2007a) found that they existed in 28 per 
cent of respondents’ organizations. The most common expertise areas were training and devel-
opment (79 per cent), recruitment (67 per cent), reward (60 per cent) and employee relations 
(55 per cent).

2. Strategic business partners

These work with line managers to help them reach their goals through effective strategy for-
mulation and execution (Ulrich and Brockbank, 2005b). They are often ‘embedded’ in busi-
ness units or departments. The concept of business partnering is considered in more detail in 
Chapter 5.

3. Shared service centres

These handle all the routine ‘transactional’ services across the business. These include such 
activities as recruitment, absence monitoring and advice on dealing with employee issues such 
as discipline and absenteeism. Shared service centres are dealt with in more detail later in this 
chapter.

Although this Ulrich model has attracted a great deal of attention, the CIPD 2007 survey 
found that only 18 per cent of respondents had implemented all three legs, although 47 per 
cent had implemented one or two elements with business partners being the most common 
(29 per cent).

As Reilly (2007) commented, respondents to the survey mentioned problems in introducing 
the new model. These included diffi culties in defi ning roles and accountabilities, especially 
those of business partners, who risk being ‘hung, drawn and quartered by all sides’, according 
to one HR director. At the same time, the segmented nature of the structure gives rise to 
‘boundary management’ diffi culties, for example when it comes to separating out 
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transactional tasks from the work of centres of expertise. The model can also hamper commu-
nication between those engaged in different HR activities. Other impediments were techno-
logical failure, inadequate resources in HR and skills gaps.

But some benefi ts were reported by survey respondents. Centres of expertise provide higher 
quality advice. Business partners exercise better business focus, line managers are more 
engaged, and the profi le of HR is raised, while the introduction of shared services results in 
improved customer service and allows other parts of HR to spend more time on value-adding 
activities.

Hope-Hailey et al (2005) raised questions about the Ulrich model on the basis of their research 
in a bank. Their conclusions are given below.

Conclusions by Hope-Hailey et al (2005) on the Ulrich model

The confl ict of simultaneously balancing both a process-oriented and a peo-
ple-oriented role resulted in the HR department siding with management, and 
largely neglecting relations with employees by making this the responsibility of 
line management. The identifi cation of this fundamental confl ict raises serious 
questions about the role of the HR function. Is it possible for the function to 
meet both employee and business needs by operating simultaneously in all 
four segments within Ulrich’s model? Or is Ulrich’s model at best based on a 
unitarist perspective and at worst overly naïve about the nature of organiza-
tional life as lived by the people researched in this case?SO
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Standard approaches to organizing the HR function

There is no such thing as a typical HR department but Crail (2006) used the responses from 
179 organizations to an IRS survey of the HR function to produce a model of a ‘standard’ HR 
department. He suggested that this:

might consist of a team of 12 people serving a workforce of around 1,200 (on average, there 
was one HR practitioner or assistant for every 102 employees). The team would have a 
director, three managers, one supervisor, three HR offi cers and four assistants. Such a team 
would typically include a number of professionally qualifi ed practitioners, particularly at 
senior level, and would enjoy good access to the company’s most senior executives.
 Although having ambitions to being more proactive, both as a business partner and 
strategic contributor to organizational decision making, our ‘standard’ HR department 
would still consider that it spends too much time on administration. Some attempts to 
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deal with this would have been made by shifting people management responsibilities to 
line managers – not always with entirely positive results. Despite this, our HR depart-
ment’s own perception is that it has won greater respect and enjoyed greater infl uence over 
the way the organization is run in recent years – partially because the environment has 
changed and HR is seen as the source of knowledge on legal and regulatory requirements, 
but largely thanks to its own efforts.

Evaluating the HR function

It is necessary to evaluate the contribution of the HR function in order to ensure that it is effec-
tive at both the strategic level and in terms of service delivery and support. The prime criteria 
for evaluating the work of the function are its ability to operate strategically and its capacity to 
deliver the levels of services required.

Research conducted by the Institute of Employment Studies (Hirsh, 2008) discovered that the 
factors that correlated most strongly with line managers’ and employees’ satisfaction with HR 
were:

being well supported in times of change; •

HR giving good advice to employees; •

being well supported when dealing with diffi cult people or situations; •

HR getting the basics right. •

However, the results showed that HR could do better in each of these areas. The conclusions 
reached were that HR must fi nd out what its customers need and what their experiences of HR 
services are. HR has to be responsive – clear about what it is there for and what services it 
offers, and easy to contact.

In evaluation it is useful to remember the distinction made by Tsui and Gomez-Mejia (1988) 
between process criteria – how well things are done, and output criteria – the effectiveness of 
the end-result. A ‘utility analysis’ approach as described by Boudreau (1988) can be used. This 
focuses on the impact of HR activities measured wherever possible in fi nancial terms (quan-
tity), improvements in the quality of those activities, and cost/benefi t (the cost of the activities 
in relation to the benefi ts they provide). The dimensions of HR effectiveness have been defi ned 
by Huselid et al (1997) as follows.
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The dimensions of HR effectiveness, Huselid et al (1997)

Strategic HRM – the delivery of services in a way that supports the  •
implementation of the fi rm’s strategy.

Technical HRM – the delivery of HR basics such as recruitment, com- •
pensation and benefi ts.
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The methods that can be used to evaluate these dimensions are described below.

Quantitative criteria

These consist of:

Organizational: added value per employee, profi t per employee, sales value per  •
employee, costs per employee and added value per £ of employment costs.

Employee behaviour: retention and turnover rates, absenteeism, sickness, accident  •
rates, grievances, disputes, references to employment tribunals, successful suggestion 
scheme outcomes.

HR service levels and outcomes: time to fi ll vacancies, time to respond to applicants,  •
ratio of acceptances to offers made, cost of replies to advertisements, training days per 
employee, time to respond to and settle grievances, measurable improvements in 
organizational performance as a result of HR practices, ratio of HR costs to total costs, 
ratio of HR staff to employees, the achievement of specifi ed goals.

A summary of measures and their possible uses is given in Table 5.2.
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Table 5.2 Measures of HR effectiveness and their use

Measures Possible use – analysis leading to action

Achievement of agreed service 
delivery levels:
time to fi ll vacancies
response rates to requests for 
services or advice
provision of required information
provision of required training
provision of advice on employment 
law issues
handling grievances and employee 
concerns
handling industrial relations issues

Identify strengths and weaknesses and areas for 
development or improvement

Outcomes of employee opinion 
surveys

Assess impact of HR policies and practices on 
motivation, engagement and commitment

Attrition levels Assess effectiveness of HR’s recruitment, induction 
and reward policies and processes

Absenteeism Assess effectiveness of HR’s absence management 
policies

Grievances Assess effectiveness of HR’s grievance handling 
processes

Ratio of HR costs to total costs Assess cost-effectiveness of HR

Cost of recruitment Exercise control over HR costs

Cost of outsourcing

Cost of using consultants

Ratio of HR staff to total number of 
employees

Exercise control over HR staffi ng levels
Benchmark with other comparable organizations

User reactions

The internal customers of HR (the users of HR services) can provide important feedback on 
HR effectiveness. Users can be asked formally to assess the extent to which the members of the 
HR function demonstrate their abilities in the following ways.
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How members of the HR function can demonstrate their effectiveness

Understand the business strategy and act in ways that support its achievement. •

Anticipate business needs and produce realistic proposals on how HR can help  •
to meet them.

Show that they are capable of meeting performance standards and deadlines for  •
the delivery of HR initiatives and projects.

Provide relevant, clear, convincing and practical advice. •

Provide effi cient and effective services with regard to response, delivery times  •
and quality.

Generally reveal their understanding and expertise. •

Service level agreements

A service level agreement (SLA) is an agreement between the provider of HR services and the 
customers who use the service on the level of service that should be provided. It sets out the 
nature of the service provided, the volume and quality to be achieved by the service and the 
response times the provider must attain after receiving requests for help. The agreement pro-
vides the basis for monitoring and evaluating the level of service.

Employee satisfaction measures

The degree to which employees are satisfi ed with HR policies and practices can be measured 
by attitude surveys. These can obtain opinions on such matters as their work, their pay, how 
they are treated, their views about the company and their managers, how well they are kept 
informed, the opportunities for learning and career development and their working environ-
ment and facilities.

Benchmarking

In addition to internal data it desirable to benchmark HR services. This means comparing 
what the HR function is doing with what is happening in similar organizations. This may 
involve making direct comparisons using quantifi ed performance data or exchanging infor-
mation on ‘good practice’ that can be used to indicate where changes are required to existing 
HR practices or to provide guidance on HR innovations. Organizations such as Saratoga 
provide benchmarking data under standardized and therefore comparable headings for their 
clients.
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Key points for measuring HR performance, Likierman (2005)

Agree objectives against budget assumptions; this will ensure HR’s role  •
refl ects changes in strategy implementation.

Use more sophisticated measures – get underneath the data and look  •
not only at the fi gures but at the reasons behind them.

Use comparisons imaginatively, including internal and external  •
benchmarking.

Improve feedback through face-to-face discussion rather than relying  •
on questionnaires.

Be realistic about what performance measures can deliver – many meas- •
urement problems can be mitigated, not solved.
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The HR scorecard

The HR scorecard developed by Beatty et al (2003) follows the same principle as the balanced 
scorecard, ie it emphasizes the need for a balanced presentation and analysis of data. The four 
headings of the HR scorecard are:

1. HR competencies – administrative expertise, employee advocacy, strategy execution and 
change agency.

2. HR practices – communication, work design, selection, development, measurement and 
rewards.

3. HR systems – alignment, integration and differentiation.

4. HR deliverables – workforce mindset, technical knowledge, and workforce behaviour.

These are all infl uenced by the factors that determine the strategic success of the organization, 
ie operational excellence, product leadership and customer intimacy.

Preferred approach to evaluation

There is much to be said for the systematic HR scorecard approach although some organiza-
tions may have to develop their own headings as a basis for evaluation. There are plenty of 
typical measures but no standard set exists. Perhaps, as Guest and Peccei (1994) suggest:

The most sensible and important indicator of HRM effectiveness will be the judgements 
of key stakeholders… The political, stakeholder, perspective on organizations 
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acknowledges that it is the interpretation placed on effectiveness in organizations and 
the attributions of credit and blame that are derived from them that matter most in 
judging effectiveness. In other words, at the end of the day, it is always the qualitative 
interpretation by those in positions of power that matters most.

But they recognized ‘the desirability of also developing clearly specifi ed goals and quantitative 
indicators, together with fi nancial criteria’.

Finally, in evaluating the HR function it is well worth bearing in mind the following wise 
words of Ulrich and Brockbank (2005a).

Valuing HR, Ulrich and Brockbank (2005a)

Value is defi ned by the receivers of HR work – the investors, customers, line 
managers and employees – more than by the givers. HR is successful if and 
when its stakeholders perceive that it produces value. Delivering what matters 
most to stakeholders focuses on the deliverables (outcomes of HR) rather than 
on the doables (activities of HR).
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HR shared service centres

An HR shared service centre is an HR unit or an outsourced facility that provides HR services 
that are available to a number of parties in the organization. The customer or user defi nes the 
level of the service and decides which services to take up. Thus, ‘the user is the chooser’ (Ulrich, 
1995). A basic HR shared service centre carries out various routine administrative activities 
such as recruitment administration, pensions and benefi ts administration, payroll changes 
and absence monitoring. This can be extended to cover advice on employment matters such as 
the handling of disciplinary issues and grievances. A centre may use call-centre technology 
and/or provide self-service facilities for line managers and employees though an intranet 
system.

The organizations covered by the research conducted by Reilly (2000) on behalf of the Institute 
of Employment Studies identifi ed one or more of the following reasons for providing shared 
services:
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HR will be consumer driven, more accessible, more professional; •

the quality of HR services will be improved in terms of using better processes, delivery  •
to specifi cation, time and budget, incorporation of good practice, the achievement of 
greater consistency and accuracy;

the process can help to achieve organizational fl exibility – a common service will  •
support customers during business change;

it can support the repositioning of HR so that it moves from a purely operational to a  •
more strategic role.

The advantages of shared services include lower costs, better quality, more effi cient resourcing 
and better customer service. But there are disadvantages, which include loss of face-to-face 
contact, deskilling administrative jobs and, potentially, remoteness from the users.

Outsourcing HR work

Increasingly, HR services that would previously have been regarded as a business’s own respon-
sibility to manage are now routinely being purchased from external suppliers. Managements 
are facing Tom Peters’ (1988) challenge: ‘prove it can’t be subcontracted’. The formal policy of 
a major global corporation reads: ‘Manufacture only those items – and internally source only 
those support services – that directly contribute to, or help to maintain, our competitive 
advantage.’

The HR function is well positioned to outsource some of its activities to agencies or fi rms that 
act as service providers in such fi elds as training, recruitment, executive search, occupational 
health and safety services, employee welfare and counselling activities, childcare, payroll 
administration and legal advisory services. HR functions that have been given responsibility 
for other miscellaneous activities such as catering, car fl eet management, facilities manage-
ment and security (because there is nowhere else to put them) may gladly outsource them to 
specialist fi rms.

The criteria used in selecting outsourcing providers include having a justifi able reason for 
employing consultants, examining their previous work, making sure they can deliver what 
they say they will, ensuring assignment objectives are specifi ed, and ensuring implementation, 
The benefi ts of outsourcing include reduced cost, access to expertise not available within HR, 
increased fl exibility and speed of response, and freeing-up HR to focus on more value-adding 
activities. But there can be problems. Some fi rms unthinkingly outsource core activities on an 
ad hoc basis to gain short-term advantage while others fi nd that they are being leveraged by 
their suppliers to pay higher rates. Firms may focus on a defi nition of the core activities and 
those that can be outsourced, which may be justifi ed at the time but did not take account of 
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the future. Additionally, a seemingly random policy of outsourcing can lead to lower employee 
morale and to a ‘who next’ atmosphere.

To minimize problems careful consideration should be given to the case for outsourcing. It is 
necessary to assess each potential area with great care in order to determine whether it can and 
should be outsourced and exactly what such outsourcing is intended to achieve. The questions 
to be answered include: is the activity a core one or peripheral? How effi ciently is it run at 
present? What contribution does it make to the qualitative and fi nancial well-being of the 
organization? This is an opportunity to re-engineer the HR function, subjecting each activity 
to critical examination to establish whether the services can be provided from within or outside 
the organization, if at all. Outsourcing may well be worthwhile if it is certain that it can deliver 
a better service at a lower cost.

The approach to using and selecting outsourcing providers should include having a justifi able 
reason for employing them, examining their previous work, making sure they can deliver what 
they say they will, ensuring assignment objectives and service delivery standards are agreed, 
and specifying how they should communicate and the matters that need to be discussed and 
agreed during the period that assignments are carried out.

Offshoring

To save costs UK organizations can employ people overseas to carry out work on their behalf. 
Call centres are typical examples.

Using management consultants

Management consultants provide expertise and resources to assist in development and change. 
They may act as service providers in such fi elds as recruitment, executive search and training. 
They also provide outside help and guidance to their clients by advising on the introduction of 
new systems or procedures or by going through processes of analysis and diagnosis to produce 
recommendations or to assist generally in the improvement of organizational performance.

Selecting and using consultants

The steps required in selecting and using consultants effectively are:

1. Defi ne the business need – what added value consultants will provide.

2. Justify their use in terms of their expertise, objectivity and ability to bring resources to 
bear that might otherwise be unavailable – if the need has been established in cost–benefi t 
terms the use of external consultants rather than internal resources has to be justifi ed.
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3. Defi ne clearly the objectives of the exercise in terms of the end-results and deliverables.

4. Invite three or four fi rms or independent consultants to submit proposals.

5. Select the preferred consultants on the basis of their proposal and an interview (a 
‘beauty contest’). The criteria should be the degree to which the consultants under-
stand the need, the relevance and acceptability of their proposed deliverables and pro-
gramme of work, the capacity of the firm and the particular consultants to deliver, 
whether the consultants will be able to adapt to the culture and management style of 
the organization, the extent to which they are likely to be acceptable to the people with 
whom they will work, and the cost (but as for service providers, not the ultimate 
consideration).

6. Take up references before confi rming the appointment.

7. Agree and sign a contract – this should always be in writing and should set out delivera-
bles, timing and costs, methods of payment and arrangements for termination.

8. Agree a detailed project programme.

9. Monitor the progress of the assignment carefully without unduly interfering in the day-
to-day work of the consultants, and evaluate the outcomes.

Legal implications

A consultancy assignment can be cancelled if either party has clearly failed to meet the terms 
of the contract (whether this is a formal contract or simply an exchange of letters). Clients can 
also sue consultants for professional negligence if they believe that their advice or actions have 
caused fi nancial or some other form of measurable loss. Professional negligence is, however, 
not always easy to prove, especially in HR assignments. Consultants can always claim that their 
advice was perfectly good but that it has been used incorrectly by the client (this may also be 
diffi cult to prove). Suing consultants can be a messy business and should only be undertaken 
when it is felt that they (or their insurers) should pay for their mistakes and thus help to recoup 
the client’s losses. It should also be remembered that independent consultants and even some 
small fi rms may not have taken out professional liability insurance. If that is the case, all the 
aggrieved client who sues would do is to bankrupt them, which may give the client some sat-
isfaction but could be a somewhat pointless exercise. The latter problem can be overcome if 
the client only selects consultants who are insured.

Marketing the HR function

Top management and line managers are the internal customers whose wants and needs the HR 
function must identify and meet. How can this be done?
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First, it is necessary to understand the needs of the business and its critical success factors – 
where the business is going, how it intends to get there and what are the things that are going 
to make the difference between success and failure. These data need to be converted into what 
are in effect marketing plans for the development of products and services to meet ascertained 
needs – of the business and its managers and employees. The plan should establish the costs of 
introducing and maintaining these initiatives and the benefi ts that will be obtained from them. 
Every effort must be made to quantify these benefi ts in fi nancial terms.

The next step in the marketing process is to persuade management that this is a product or 
service the business needs. This means making out the business case – spelling out its benefi ts 
in terms of added value and the impact it will make on the performance of the business and 
indicating what fi nancial and people resources will be required.

This approach is akin to ‘branding’ in product planning, which identifi es the product or service, 
spells out the benefi ts it provides and differentiates it from other services, thus bringing it to 
the attention of customers and enhancing its image. Presentation is important through logos 
and distinctive brochures. Some HR departments brand products with an immediately iden-
tifi able name such as ‘Genome’ or ‘Gemini’. Others ‘brand’ their intranet portal by means of a 
special design and use the same motif on other internal written communications.

HR budgeting

HR budgets are prepared like any other functional department budget in the stages set out 
below.

Stages in the preparation of HR budgets

1. Defi ne functional objectives and plans.

2. Forecast the activity levels required to achieve objectives and plans in the light of 
company budget guidelines and assumptions on future business activity levels and 
any targets for reducing overheads or for maintaining them at the same level.

3. Assess the resources (people and fi nance) required to enable the activity levels to be 
achieved.

4. Cost each activity area – the sum of these costs will be the total budget.

Budgets need to be justifi ed and protected. Justifi cation means ensuring in advance that objec-
tives and plans are generally agreed – there should be no surprises in a budget submitted to top 
management. A cast-iron business case should then be prepared to support the forecast levels 
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of activity in each area and, on a cost/benefi t basis, to justify any special expenditure. Ideally, 
the benefi t should be defi ned in terms of a return on investment expressed in fi nancial terms.

The best way to protect a budget it to provide in advance a rationale for each area of expendi-
ture that proves that it is necessary and will justify the costs involved. The worst thing that can 
happen is to be forced onto the defensive. If service delivery standards (service level agree-
ments) are agreed and achieved, these will provide a further basis for protecting the budget.

The HR role of front line managers

HR can initiate new policies and practices but it is the line that has the main responsibility for 
implementing them. In other words, ‘HR proposes but the line disposes.’ As Guest (1991) says, 
‘HRM is too important to be left to personnel managers.’

If line managers are not inclined favourably towards what HR wants them to do they won’t do 
it, or if compelled to, they will be half-hearted about it. On the basis of their research, Guest 
and King (2004) noted that ‘better HR depended not so much on better procedures but better 
implementation and ownership of implementation by line managers’.

As pointed out by Purcell et al (2003) high levels of organizational performance are not 
achieved simply by having a range of well-conceived HR policies and practices in place. What 
makes the difference is how these policies and practices are implemented. That is where the 
role of line managers in people management is crucial: ‘The way line managers implement and 
enact policies, show leadership in dealing with employees and in exercising control come 
through as a major issue’. Purcell et al noted that dealing with people is perhaps the aspect of 
their work in which line managers can exercise the greatest amount of discretion and they can 
use that discretion by not putting HR’s ideas into practice. As they point out, it is line manag-
ers who bring HR policies to life.

A further factor affecting the role of line managers is their ability to do the HR tasks assigned 
to them. People-centred activities such as defi ning roles, interviewing, reviewing performance, 
providing feedback, coaching and identifying learning and development needs all require 
special skills. Some managers have them: many don’t. Performance-related pay schemes some-
times fail because of untrained line managers.

Hutchinson and Purcell (2003) made the following recommendations on how to improve the 
quality of the contribution line managers make to people management.
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Improving the quality of line managers as people managers, Hutchinson and 
Purcell (2003)

Provide them with time to carry out their people management duties,  •
which are often superseded by other management duties.

Select them carefully with much more attention being paid to the behav- •
ioural competencies required.

Support them with strong organizational values concerning leadership  •
and people management.

Encourage the development of a good working relationship with their  •
own managers.

Ensure they receive suffi cient skills training to enable them to perform  •
their people management activities such as performance management.
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To which can be added that better implementation and better ownership by line managers of 
HR practices is more likely to be achieved if:

the practice demonstrably benefi ts them; •

they are involved in the development and, importantly, the testing of the practices; •

the practice is not too complicated, bureaucratic or time-consuming; •

their responsibilities are defi ned and communicated clearly; and •

they are provided with the guidance, support and training required to implement the  •
practice.

Role and organization of the HR function – key learning 
points

The role of the HR function

To take initiatives and provide guidance, 
support and services on all matters relating 
to the organization’s employees.

The activities of the HR function

Strategic (transformational) activi- •
ties concerned with the alignment 

and implementation of HR and 
business strategies.

Transactional – the main HR service  •
delivery activities of resourcing, 
learning and development, reward 
and employee relations.
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Role and organization of the HR function – key learning 
points (continued)

The diversity of the HR function

HR management involves a variety of roles 
and activities that differ from one organiza-
tion to another and from one level to 
another in the same organization.

Guidelines on organizing the function

The head of the function should  •
report directly to the chief executive 
and be a member of the top man-
agement team involved in the for-
mulation of business strategy.

Operational units should be respon- •
sible for their own HR management 
affairs within the framework of 
broad strategic and policy guide-
lines from the centre.

The professional members of the func- •
tion should have ‘strategic capability’.

Increased responsibility for HR matters  •
should be devolved to line managers.

The criteria for evaluating the 
effectiveness of the HR function

Its ability to operate strategically and its capac-
ity to deliver the levels of services required.

The dimensions of HR effectiveness

Strategic HRM – the delivery of serv- •
ices in a way that supports the imple-
mentation of the fi rm’s strategy.

Technical HRM – the delivery of HR  •
basics such as recruitment, compen-
sation and benefi ts.

Quantitative criteria for evaluating 
the HR function

Organizational (added value per employee, 
etc), employee behaviour and levels of 
service delivery.

How HR people can demonstrate 
their effectiveness

Understand the business strategy. •

Anticipate business needs and  •
propose realistically how HR can 
help to meet them.

Show that they are capable of  •
meeting performance standards.

Provide relevant, clear, convincing  •
and practical advice.

Provide effi cient and effective  •
services.

Generally reveal their understand- •
ing and expertise.

Methods of measuring HR 
effective ness

User reaction, employee satisfaction meas-
ures, benchmarking.

The HR scorecard (Beatty et al, 2003)

The four headings are HR competencies, 
HR practices, HR systems and HR 
deliverables.

Outsourcing

Benefi ts include reduced cost, access to 
expertise not available within HR, increased 
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Role and organization of the HR function – key learning 
points (continued)

fl exibility and speed of response, and free-
ing-up HR to focus on more value-adding 
activities. Problems include suppliers 
increasing charges, short-term decisions on 
what can be outsourced, lower employee 
morale.

Use of management consultants

Provide expertise and may act as service 
providers in recruitment, executive search 
and training.

Marketing the HR function

Persuade management that HR is a service 
to the business needs by making out the 
business case – spelling out its benefi ts in 
terms of added value and the impact it will 
make on performance.

HR budgeting

Budgets need to be justifi ed and protected. 
Justifi cation means ensuring in advance 
that objectives and plans are generally 
agreed. Protection means providing in 

advance a rationale for each area of expend-
iture (a business case) that proves it is nec-
essary and will justify the costs involved.

The HR role of line managers

HR can initiate new policies and practices 
but it is the line that has the main responsi-
bility for implementing them. Better own-
ership by line managers of HR practices is 
more likely to be achieved if:

the practice demonstrably benefi ts  •
them;

they are involved in the develop- •
ment and the testing of the 
practices;

the practice is not too complicated,  •
bureaucratic or time-consuming;

their responsibilities are defi ned and  •
communicated clearly; and

they are provided with the guidance,  •
support and training required to 
implement the practice.

Questions

1. Some time ago (1987) Professor Shaun Tyson produced the following prediction: 
‘Personnel work can be seen to be subject to confl icting and powerful pressures which 
are leading to the balkanization of the personnel role. The territory which could once 
have been delineated as personnel country, is being invaded, sold-off, subdivided and 
put under lease to consultants, sub-specialists and line managers, whose crosscutting 
alliances do not correspond to a coherent, separate function.’ To what extent has this 
happened since then? If not, what has happened?
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Questions (continued)

2. Peter Reilly made these comments in 2006 on the three-legged Ulrich model: ‘The model 
has many advantages, not least that it aims to centralize activities where there are scale 
advantages and also keep close to customers where decentralization is necessary. But it’s 
not an easy structure to work with… Splitting the function into three distinct areas has 
created boundary disputes and sometimes left a hole at the very heart of HR opera-
tions… One consequence of this division of labour is that lines of accountability are not 
always clearly defi ned… The end result may be a remote service that does not attend to 
the areas where managers need most assistance.’ Drawing on research, what can be done 
to avoid these problems?

3. As head of HR services you have received the following e-mail from your boss, the group 
head of HR: ‘I note that one of the fi ndings of the CIPD 2007 report on the changing HR 
function was that: “Three-quarters of survey respondents would like to go further in the 
transfer of people management responsibilities to the line. It seems obstacles to progress 
appear to be line manager priorities, their skills, the time available to them for people 
management tasks and poor manager self service.” I believe that we have all these prob-
lems: line managers go through the motions as far as their people management respon-
sibilities are concerned and are too busy anyhow to pay proper attention to them. Even 
if they are interested and have the time, they lack the skills, for example in interviewing 
and conducting performance reviews and we are woefully slow in extending our HR 
information system to provide for self-service. What should we do about these prob-
lems?’ Reply to this e-mail.
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6
The Role of the HR Practitioner

Key concepts and terms

Business partner •

Continuous professional  •
development

Employee advocate •

Impression management •

Process consulting •

The HR thinking performer role •

Conformist innovators •

Deviant innovators •

Evidence-based management •

Organizational capability •

Strategic partner •

Value-added approach •

On completing this chapter you should be able to defi ne these key concepts. 
You should also know about:

Learning outcomes

The basic role of HR practitioners •

The strategic role •

The change agent role •

The service provision role •

Models of HR roles •

Gaining support from line managers •

Professionalism •

HR effectiveness •

Continuous professional  •
development

The business partner role •

The strategic activities of HR  •
practitioners

The internal consultancy role •

The guardian of values role •

Gaining buy-in from top  •
management

Ethical considerations •

Ambiguities and confl ict in the role •

HR competencies •
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Introduction

This chapter is concerned with what HR professionals do and how they do it, bearing in mind 
the comment of Boxall and Purcell (2003) that ‘HRM does not belong to HR specialists’. HRM 
also belongs to the line managers who get results through people.

This chapter starts with an analysis of the basic role of HR professionals (and then deals with 
the business partner role, the strategic role, the change agent role, the internal consultant role 
and the service delivery role). It continues with descriptions of the various models of the HR 
role. A number of issues that affect the role of HR people are then explored; these comprise 
gaining support and commitment, role ambiguity, role confl ict, ethics, and professionalism. 
The chapter concludes with a discussion of the qualities and competencies required by HR 
practitioners.

The basic role

The roles of HR practitioners vary widely according to the extent to which they are generalist 
(eg, HR director, HR manager, business partner), or specialist (eg, head of learning and devel-
opment, head of talent management, head of reward), the level at which they work (strategic, 
executive or administrative), the needs of the organization, the context within which they 
work and their own capabilities.

Roles can be proactive, reactive or a mixture of both. At a strategic level, HR people take on a 
proactive role. Research conducted by Hoque and Noon (2001) established that: ‘The growing 
number of specialists using the HR title are well qualifi ed, are more likely to be involved in 
strategic decision-making processes and are most likely to be found in workplaces within 
which sophisticated methods and techniques have been adopted.’ As such, they act as business 
partners, develop integrated HR strategies, intervene, innovate, operate as internal consultants 
and volunteer guidance on matters concerning upholding core values, ethical principles and 
the achievement of consistency. They focus on business issues and working with line managers 
to deliver performance targets. They contribute to improving organizational capability – the 
capacity of the organization to perform effectively and thus reach its goals. They act as change 
agents and internal consultants, as discussed later in this chapter. 

In some situations they play a mainly reactive role. They spend much of their time doing what 
they are told or asked to do, responding to requests for services or advice. They provide the 
administrative systems required by management. This is what Storey (1992a) refers to as the 
non-interventionary role, in which HR people merely provide a service to meet the demands 
of management and front line managers. But many HR practitioners are involved in service 
delivery and the importance of this aspect of their work should not be underestimated. Service 
delivery includes transactional activities such as recruitment, training and advisory services.
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Finally, HR practitioners are, or should be, concerned with upholding the ethical values of 
their fi rm. These aspects of their role are also examined below.

The four roles of HR professionals, Ulrich (1998)

1. Managing strategic human resources.

2. Managing employee contribution.

3. Managing transformation and change.

4. Managing HR infrastructures to support line managers.
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The extent to which HR specialists were carrying out these roles was researched by Guest and 
King (2004) who found that there was little emphasis on the fi rst three. Instead, the focus 
appeared to be placed on managing infrastructures.

The business partner role

The concept of HR practitioners as business partners has become very popular. In essence, the 
concept is that, as business partners, HR specialists share responsibility with their line manage-
ment colleagues for the success of the enterprise and get involved with them in implementing 
business strategy and running the business. They are often ‘embedded’ in business units or 
departments.

This concept was fi rst mooted in 1985 by Shaun Tyson. He used the term ‘business manager’ 
rather than ‘business partner’ but it is much the same. He stated that personnel specialists car-
rying out this role integrate their activities closely with management and ensure that they serve 
a long-term strategic purpose. They have the capacity to identify business opportunities, to see 
the broad picture and to understand how their role can help to achieve the company’s business 
objectives. They anticipate needs, act fl exibly and are proactive. This is a clear case of a prophet 
not being honoured in their own country. In 1998, 13 years later, Dave Ulrich seized the HR 
community’s imagination with his similar concept of the HR executive as a ‘strategic partner’.

In describing his strategic partner model, Ulrich maintained that as champions of competi-
tiveness in creating value, HR executives can deliver excellence by becoming partners with 
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senior and line managers in strategy execution, helping to improve planning from the confer-
ence room to the marketplace and impelling and guiding serious discussion of how the 
company should be organized to carry out its strategy. He suggested that HR should join forces 
with operating managers in systematically assessing the importance of any new initiatives they 
propose and obtaining answers to the following questions: Which ones are really aligned with 
strategy implementation? Which ones should receive immediate attention and which can wait? 
Which ones, in short, are truly linked to business results?

As business partners HR practitioners work closely with their line management colleagues. 
They are aware of business strategies and the opportunities and threats facing the organiza-
tion. They are capable of analysing organizational strengths and weaknesses and diagnosing 
the issues facing the enterprise and their human resource implications. They know about the 
critical success factors that will create competitive advantage and they adopt a ‘value added’ 
approach when making a convincing business case for innovations.

The term ‘value added’ looms large in the concept of the HR business partner. In accounting 
language, where the phrase originated, added value is defi ned as the value added to the cost of 
raw materials and bought-in parts by the process of production and distribution. In HR speak, 
a value added approach means creating value through HR initiatives that make a signifi cant 
contribution to organizational success.

Strictly speaking, added value is measured by the extent to which the value of that contribu-
tion exceeds its cost or generates a return on investment. But the term is often used more gen-
erally to signify the business-oriented approach HR professionals are expected to adopt and 
how it contributes to the creation of value by the fi rm. Adding value is about improving per-
formance and results – getting more out of an activity than was put into it. Francis and Keegan 
(2006) report the following comment from a recruitment consultant, which illustrates how the 
term has become popular: ‘Most HR professionals will now have “value added” stamped on 
their foreheads, because they are always being asked to think in terms of the business objectives 
and how what they do supports the business objectives and the business plan.’

However, it can be argued that too much has been made of the business partner model. Perhaps 
it is preferable to emphasize that the role of HR professionals is to be part of the business 
rather than merely being partners. Tim Miller, Group HR Director of Standard Chartered 
Bank, as reported by Smethurst (2005), dislikes the term:

‘Give me a break!’ he says. ‘It’s so demeaning. How many people in marketing or fi nance 
have to say they are a partner in the business? Why do we have to think that we’re not 
an intimate part of the business, just like sales, manufacturing and engineering? I detest 
and loathe the term and I won’t use it’.

Another leading Group HR Director, Alex Wilson of BT as reported by Pickard (2005), is 
equally hostile. He says:
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The term worries me to death. HR has to be an integral and fundamental part of devel-
oping the strategy of the business. I don’t even like the term ‘close to the business’ 
because, like ‘business partner’ it implies we are working alongside our line manage-
ment colleagues but on a separate track, rather than people management being an inte-
gral part of the business.

There is also the danger of over-emphasizing the glamorous albeit important role of business 
or strategic partner at the expense of the service delivery aspect of the HR specialist’s role. As 
an HR specialist commented to Caldwell (2004): ‘My credibility depends on running an 
extremely effi cient and cost-effective administrative machine… If I don’t get that right, and 
consistently, then you can forget about any big ideas.’ Another person interviewed during 
Caldwell’s research referred to personnel people as ‘reactive pragmatists’, a view which in many 
organizations is in accord with reality. And Syrett (2006) commented that: ‘Whatever strategic 
aspirations senior HR practitioners have, they will amount to nothing if the function they rep-
resent cannot deliver the essential transactional services their internal line clients require.’

The problem of the over-emphasis on the business partner role has been infl uenced by the 
erroneous belief that Ulrich was simply focusing on HR executives as business partners. This 
has had the unfortunate effect of implying that it was their only worthwhile function. However, 
Ulrich cannot be blamed for this. In 1998 he gave equal emphasis to the need for HR people to 
be administrative experts, employee champions and change agents, and this was confi rmed in 
a revised model (Ulrich and Brockbank, 2005a).

The strategic role of HR specialists

There may be some reservations about the focus on the business partner role but there is a uni-
versal chorus of approval for the notion that HR professionals need to be strategic, although 
not everyone is clear about what being strategic means. This is therefore defi ned below.

The strategic role of HR specialists varies according to whether they are operating at strategic 
levels (as HR directors or heads of the HR function, heads of centres of expertise or key HR 
functions, and strategic business partners) or at a transactional level (as an HR offi cer, adviser 
or assistant delivering basic HR services such as recruitment or training, or working in an HR 
shared service centre).

The strategic roles of HR specialists

To formulate and implement in conjunction with their management colleagues  •
forward-looking HR strategies that are aligned to business objectives and inte-
grated with one another.



The Role of the HR Practitioner 109

To carry out these roles, they need to:

understand the strategic goals of the organization or unit and appreciate the business  •
imperatives and performance drivers relative to these goals;

comprehend how sustainable competitive advantage can be obtained through the  •
human capital of the organization or unit and know how HR practices can contribute 
to the achievement of strategic goals;

contribute to the development for the business of a clear vision and a set of integrated values; •

ensure that senior management understands the HR implications of its business  •
strategy;

be aware of the broader context (the competitive environment and the business, eco- •
nomic, social and legal factors that affect it) in which the organization operates;

understand the kinds of employee behaviour required successfully to execute the busi- •
ness strategy;

think in terms of the bigger and longer-term picture of where HR should go and how  •
it should get there;

be capable of making a powerful business case for any proposals on the development of  •
HR strategies;

act as a change agent in developing the organization and its culture and as an internal  •
consultant in advising on what needs to be done and how to do it (these two aspects of 
the strategic role are considered at the end of this section);

understand how the ethical dimensions of HR policy and practice fi t into the present  •
and future picture;

believe in and practice evidence-based management (recommendations on strategy  •
and its implementation are always backed up by hard data).

To contribute to the development of business strategies. In doing so they adopt  •
an ‘outside-in’ approach as described by Wright et al (2004) in which the start-
ing point is the business, including the customer, competitor and business issues 
it faces. The HR strategy then derives directly from these challenges to create 
real solutions and add real value.

They work alongside their line management colleagues to provide on an every- •
day basis continuous support to the implementation of the business or opera-
tional strategy of the organization, function or unit.
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The strategic contribution of HR advisers or assistants

The role of HR advisers or assistants is primarily that of delivering effective HR services within 
their function or as a member of an HR service centre. While they will not be responsible for 
the formulation of HR strategies they may contribute to them within their own speciality. 
They will need to understand the business goals of the departments or managers for whom 
they provide services in order to ensure that these services support the achievement of those 
goals.

Strategic activities

Strategic activities consist of formulating HR strategies as described in Chapter 3 and provid-
ing continuous support to line managers in implementing their business or operational strate-
gies. They involve being proactive in identifying issues that can be addressed through major or 
relatively minor HR initiatives. Examples of the sort of issues that may need to be dealt with 
are poor performance or productivity, low quality, inadequate levels of service to customers, 
recruitment and selection failures, skills shortages, poor retention rates (high levels of labour 
turnover), high levels of absenteeism, high levels of accidents, occupational health problems 
and too many disputes or grievances. In all these and many other problem areas a strategic 
approach involves:

understanding the business or operational strategy and appreciating the performance  •
drivers required to implement it;

analysing how the issue is affecting those drivers; •

diagnosing the causes of any problems; •

identifying possible actions and reviewing them in conjunction with line management  •
and employees to select the preferred option;

preparing a proposal to deal with the issue, including a business case setting out the  •
benefi ts against the costs;

developing and implementing the new or revised policy or practice taking into account  •
the following guidelines.

Guidelines for HR innovations

Be clear on what has to be achieved and why. •

Ensure that what you do fi ts the strategy, culture and circumstances of the  •
organization.
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The change agent role

The implementation of strategy means that HR specialists have to act as change agents, facili-
tating change by providing advice and support on its introduction and management. Caldwell 
(2001) categorizes HR change agents in four dimensions.

HR specialists as change agents – the four dimensions, Caldwell (2001)

1. Transformational change – a major change that has a dramatic effect on 
HR policy and practice across the whole organization.

2. Incremental change – gradual adjustments of HR policy and practices that 
affect single activities or multiple functions.

3. HR vision – a set of values and beliefs that affi rm the legitimacy of the HR 
function as a strategic business partner.

4. HR expertise – the knowledge and skills that defi ne the unique contribu-
tion the HR professional can make to effective people management.SO
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Change management processes and the role of HR in managing change and transformation 
are given more detailed consideration in Chapter 25.

Don’t follow fashion – do your own thing as long as it is relevant and fi ts the  •
organization’s needs.

Keep it simple – over-complexity is a common reason for failure. •

Don’t rush – it will take longer than you think. •

Don’t try to do too much at once – an incremental approach is generally best. •

Assess resource requirements and costs. •

Pay close attention to project planning and management. •

Remember that the success of the innovation rests as much on the effectiveness  •
of the process of implementation (line manager buy-in and skills are crucial) as 
it does on the quality of the concept, if not more so.

Pay close attention to change management approaches – communicate, involve  •
and train.
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The internal consultancy role

As internal consultants, HR practitioners function like external management consultants, 
working alongside their colleagues – their clients – in analysing problems, diagnosing issues 
and proposing solutions. They will be involved in the development of HR processes or systems 
and in ‘process consulting’. The latter deals with process areas such as organization, team build-
ing and objective setting.

The service delivery role

The basic role of HR specialists is to deliver services to internal customers. These include man-
agement, line managers, team leaders and employees. The services may be general, covering all 
aspects of HRM or services may only be provided in one or two areas by specialists. The focus 
may be on the requirements of management (eg, resourcing), or it may extend to all employees 
(eg, health and safety).

The aims are to provide effective services that meet the needs of the business, its management 
and its employees and to administer them effi ciently.

Guidance and advice

The services delivered by HR people comprise both the transactional services such as recruit-
ment and training, and the provision of guidance and advice to management. At the highest 
level, this will include recommendations on HR strategies that have been evidence-based, ie 
developed by processes of analysis of the facts followed by diagnosis to address strategic issues 
arising from business needs and human, organizational or environmental factors. They will 
also provide advice on issues concerning culture change and approaches to the improvement 
of process capability – the ability of the organization to get things done through people. The 
aim will be to achieve human resource process advantage (Boxall, 1996, 1999), which is the 
competitive advantage achieved by organizations when they have better HR processes and 
practices than their rivals.

Guidance will be given to managers to ensure that consistent decisions are made on such 
matters as performance ratings, pay increases and disciplinary actions. At all levels, guidance 
may be provided on HR policies and procedures and the implications of employment legisla-
tion. In the latter area, HR practitioners are concerned with compliance – ensuring that legal 
requirements are met.

A balance has to be struck between the amount of freedom that can be devolved to line man-
agers and the need to be consistent and meet social and legal obligations.
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The guardian of values role

HR practitioners may act as the guardians of the organization’s values and ethical standards 
concerning people. They point out when behaviour confl icts with those values or where pro-
posed actions will be inconsistent with them. In a sense, their roles require them to act as the 
‘conscience’ of management – a necessary role but not an easy one to play. Ulrich (1998) called 
this the ‘employee champion’ role.

Models of HR roles

A number of models classifying the types of roles played by HR specialists have been pro-
duced, as summarized below. These simplify the complex roles that HR professionals often 
have to play which, in different contexts or times, may change considerably or may mean 
adopting varied approaches to meet altering circumstances. They are therefore not universal 
but they do provide some insight into the different ways in which HR specialists operate.

Karen Legge (1978)

Two types of HR managers are described in this model. 1) Conformist innovators, who go 
along with their organization’s ends and adjust their means to achieve them. Their expertise 
is used as a source of professional power to improve the position of their departments. 2) 
Deviant innovators, who attempt to change this means/ends relationship by gaining accept-
ance for a different set of criteria for the evaluation of organizational success and their con-
tribution to it.

The Tyson and Fell (1986) model

This is the classic model that describes three types of practitioner:

1. The clerk of works – all authority for action is vested in line managers. HR policies are 
formed or created after the actions that created the need. Policies are not integral to the 
business and are short term and ad hoc. Authority is vested in line managers and HR 
activities are largely routine – employment and day-to-day administration.

2. The contracts manager – policies are well established, often implicit, with a heavy indus-
trial relations emphasis, possibly derived from an employer’s association. The HR depart-
ment will use fairly sophisticated systems, especially in the fi eld of employee relations. The 
HR manager is likely to be a professional or very experienced in industrial relations. He or 
she will not be on the board and, although having some authority to ‘police` the imple-
mentation of policies, acts mainly in an interpretative, not a creative or innovative, role.
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3. The architect – explicit HR policies exist as part of the corporate strategy. Human resource 
planning and development are important concepts and a long-term view is taken. Systems 
tend to be sophisticated. The head of the HR function is probably on the board and his or 
her power is derived from professionalism and perceived contribution to the business.

Although relevant at the time this model does not express the complexities of the HR role as 
later ones do, and the emphasis on industrial relations in the contracts manager role no longer 
accords with the realities of industrial relations in the 21st century.

Kathleen Monks (1992)

The four types of practitioner identifi ed by Kathleen Monks following research in 97 organiza-
tions in Ireland extended those developed by Tyson and Fell:

1. Traditional/administrative – in this model the personnel practitioners have mainly a 
support role with the focus on administrative matters, record keeping and adherence to 
rules and regulations.

2. Traditional/industrial relations – personnel practitioners concentrate on industrial rela-
tions, giving their other functions lower priority.

3. Innovative/professional – personnel specialists are professional and expert. They aim to 
remove traditional practices and replace them with improved human resource planning, 
recruitment, human resource development and reward policies and practices.

4. Innovative/sophisticated – personnel specialists are on the board, take part in integrating 
HR and business strategies, and are recognized as making an important contribution to 
organizational success. They develop and deliver sophisticated services in each of the main 
HR areas.

John Storey (1992b)

Storey’s model suggests a two-dimensional map: interventionary/non-interventionary and 
strategic/tactical, as illustrated in Figure 6.1. From this he identifi es four roles:

1. Change makers (interventionary/strategic), which is close to the HRM model.

2. Advisers (non-interventionary/strategic) who act as internal consultants, leaving much of 
HR practice to line managers

3. Regulators (interventionary/tactical) who are ‘managers of discontent’ concerned with 
formulating and monitoring employment rules.

4. Handmaidens (non-interventionary/tactical) who merely provide a service to meet the 
demands of line managers.
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Strategic

ADVISERS

HANDMAIDENS

Tactical

Interventionary Non-interventionary

CHANGEMAKERS

REGULATORS

Figure 6.1 The John Storey model of personnel management

(Source: Storey, 1992b)

Peter Reilly (2000)

The different roles that practitioners can play as described by Reilly are illustrated in Figure 
6.2. He suggests that it is the ‘strategist/integrator’ that is most likely to make the longest-term 
strategic contribution. The ‘administrator/controller’ is likely to make a largely tactical short-
term contribution, while the ‘adviser/consultant’ falls between the two.

strategic

strategist/integrator

administrator/controller

tactical

short long

Contribution

Time orientation

adviser/consultant

Figure 6.2 The Peter Reilly model of HR

(Source: Reilly, 2000)

Dave Ulrich and Wayne Brockbank (2005a and 2005b)

In 1998 Dave Ulrich produced his model in which he suggested that as champions of competi-
tiveness in creating and delivering value, HR professionals carry out the roles of strategic part-
ners, administrative experts, employee champions and change agents. The response to this 
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formulation concentrated on the business partner role. Ulrich in conjunction with Wayne 
Brockbank reformulated the 1998 model in 2005, listing the following roles:

Employee advocate – focuses on the needs of today’s employees through listening,  •
understanding and empathizing.

Human capital developer – in the role of managing and developing human capital  •
(individuals and teams), focuses on preparing employees to be successful in the 
future.

Functional expert – concerned with the HR practices that are central to HR value,  •
acting with insight on the basis of the body of knowledge they possess. Some are deliv-
ered through administrative effi ciency (such as technology or process design), and 
others through policies, menus and interventions. Necessary to distinguish between the 
foundation HR practices – recruitment, learning and development, rewards, etc – and 
the emerging HR practices such as communication, work process and organization 
design, and executive leadership development.

Strategic partner – consists of multiple dimensions: business expert, change agent, stra- •
tegic HR planner, knowledge manager and consultant, combining them to align HR 
systems to help accomplish the organization’s vision and mission, helping managers to 
get things done, and disseminating learning across the organization.

Leader – leading the HR function, collaborating with other functions and providing  •
leadership to them, setting and enhancing the standards for strategic thinking and 
ensuring corporate governance.

Ulrich and Brockbank (2005b) explained that the revised formulation was in response to the 
changes in HR roles they have observed recently. They commented on the importance of the 
employee advocate role, noting that HR professionals spend on average about 19 per cent of 
their time on employee relations issues. They explained that as a profession, HR possesses a 
body of knowledge that allows HR people to act with insight. Functional expertise enables 
them to create menus of choice for their business and thus identify options that are consistent 
with business needs rather than merely those they are able to provide. The additional heading 
of ‘human capital developer’ was introduced because of the increased emphasis on viewing 
people as critical assets and to recognize the signifi cance of HR’s role in developing the work-
force. The concept of strategic partner remains broadly the same as before but the additional 
heading of ‘HR leader’ was introduced to highlight the importance of leadership by HR spe-
cialists of their own function – ‘before they can develop other leaders, HR professionals must 
exhibit the leadership skills they expect in others’.
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Gaining support and commitment

HR practitioners mainly get results by persuasion based on credibility and expertise. 
Management and employees can create blockages and barriers and their support and commit-
ment needs to be gained, which is not always easy. As Guest and Hoque (1994) note: ‘By exert-
ing infl uence, HR managers help to shape the framework of HR policy and practice.’ Line 
managers may make the day-to-day decisions, therefore infl uencing skills are necessary for HR 
specialists.

But there is a constant danger of HR professionals being so overcome by the beauty and truth 
of their bright ideas that they expect everyone else – management and employees alike – to fall 
for them immediately. Sometimes, as pointed out by Marchington (1995), HR people may go 
in for ‘impression management’ – aiming to make an impact on senior managers and col-
leagues through publicizing high profi le innovations. HR specialists who aim to draw atten-
tion to themselves simply by promoting the latest fl avour of the month, irrespective of its 
relevance or practicality, are falling into the trap that Peter Drucker, anticipating Marchington, 
described as follows.

What personnel administrators worry about, Drucker (1995)

The constant worry of all personnel administrators is their inability to prove 
that they are making a contribution to the enterprise. Their preoccupation is 
with the search for a ‘gimmick’ which will impress their management 
colleagues.
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Blockages and barriers within management

Managers will block or erect barriers to what the HR function believes to be progress if they 
are not persuaded that it will benefi t both the organization and themselves at an acceptable 
cost (money and their time and trouble).
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Blockages and barriers from employees

Employees will block or set up barriers to ‘progress’ or innovations if they feel they confl ict 
with their own interests. They are likely, with reason, to be cynical about protestations that 
what is good for the organization will always be good for them.

Getting buy-in from top management

Buy-in from top management is achievable by processes of marketing the HR function and 
persuasion. Boards and senior managers, like anyone else, are more likely to be persuaded to 
take a course of action if their support is gained in the ways described below.

Gaining support from top management

Demonstrate that the proposal will meet both the needs of the organization and  •
their own personal needs.

Base the proposal on a compelling and realistic business case that spells out the  •
benefi ts and the costs and, as far as possible, is justifi ed either in added value 
terms (ie the income generated by the proposal will signifi cantly exceed the cost 
of implementing it), and/or on the basis of a return on investment (ie the cost 
of the investment, say in training, is justifi ed by the fi nancial returns in such 
terms as increased productivity).

Prove that the innovation has already worked well within the organization  •
(perhaps as a pilot scheme) or represents ‘good practice’ (it has worked well 
elsewhere), which is likely to be transferable to the organization.

Show that the proposal will increase the business’s competitive edge, for example  •
enlarging the skill base or multi-skilling to ensure that it can achieve competi-
tive advantage through innovation and/or reducing time-to-market.

Specify how the proposal can be implemented without too much trouble, for  •
example not taking up a lot of managers’ time, or not meeting with strong oppo-
sition from line managers, employees or trade unions (it is as well to check the 
likely reaction before launching a proposal).

Indicate that the innovation will add to the reputation of the company by  •
showing that it is a ‘world class’ organization, ie what it does is as good as, if not 
better than, the world leaders in the sector in which the business operates (a 
promise that publicity will be achieved through articles in professional journals, 
press releases and conference presentations will help).
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Gaining the support and commitment of line management

This can sometimes be more diffi cult than gaining the support of top management. Line man-
agers can be cynical or realistic about innovation – they have seen it all before and/or they 
believe it won’t work (sometimes with good reason). Innovations pushed down from the top 
can easily fail.

Gaining line management support requires providing an answer to the question, ‘What’s in it 
for me?’ Managers need to be convinced that the innovation will help them to achieve better 
results without imposing unacceptable additional burdens on them. New or revised employ-
ment practices that take up precious time and involve paperwork will be treated with particu-
lar suspicion. Many line managers, often from bitter experience, resent the bureaucracy that 
can surround and, indeed, engulf the over-engineered systems favoured by some HR people, 
such as traditional performance appraisal schemes.

Obtaining support requires market research and networking – getting around to talk to man-
agers about their needs and testing new ideas to obtain reactions. The aim is to build up a body 
of information that will indicate approaches that are likely to be most acceptable, and there-
fore will most probably work, or at least to suggest areas where particular efforts will need to 
be made to persuade and educate line management. It is also useful to form ‘strategic alliances’ 
with infl uential managers who are enthusiastic about the innovation and will not only lend it 
vocal support but will also cooperate in pilot-testing it. On the principle that ‘nothing succeeds 
like success’, support for new HR practices can often be achieved by demonstrating that it has 
worked well elsewhere in the organization.

Gaining commitment will be easier if managers know that they have been consulted and that 
their opinions have been listened to and acted upon. It is even better to involve them as 
members of project teams or task forces in developing the new process or system. This is the 
way to achieve ownership and therefore commitment.

Emphasize that the innovation will enhance the ‘employer brand’ of the company  •
by making it a ‘best place to work’.

Ensure that the proposal is brief, to the point and well argued – it should take no  •
more than fi ve minutes to present orally and should be summarized in writing on 
the proverbial one side of one sheet of paper (supplementary details can be included 
in appendices).
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Gaining the support and commitment of employees

When it comes to new employment practices, employees often react in the same way as man-
agers. They will tend to resist change, wanting to know ‘What’s in it for us?’ They also want to 
know the hidden agenda – ‘Why does the company really want to introduce a performance 
management process? Will it simply be used as a means of gaining evidence for disciplinary 
proceedings? Or is it even going to provide the information required to select people for redun-
dancy?’ As far as possible this kind of question needs to be answered in advance.

Employee commitment is also more likely if they are kept well-informed of what is proposed, 
why it has been proposed and how it will affect them. It will be further enhanced if they par-
ticipate in the development of the new employment practice and if they know that their con-
tributions have been welcomed and acted upon.

Ethical considerations

HR specialists are concerned with ethical standards in two ways: their conduct and values as 
professionals, and the ethical standards of their fi rms.

Professional conduct

The CIPD Code of Professional Conduct states that:

In the public interest and in the pursuit of its objects, the Chartered Institute of Personnel 
and Development is committed to the highest possible standards of professional conduct 
and competency. To this end members:

are required to exercise integrity, honesty, diligence and appropriate behaviour in all  •
their business, professional and related personal activities;

must act within the law and must not encourage, assist or act in collusion with employ- •
ees, employers or others who may be engaged in unlawful conduct.

Professional ethical standards

As explained by Farnham (2008), professional ethics are the moral principles and values gov-
erning professional behaviour. The ethical principles of the HR profession imply that HR spe-
cialists need to take account of the dignity and rights of employees when taking employment 
decisions. These include having clear, fair terms and conditions of employment, healthy and 
safe working conditions, fair remuneration, promoting equal opportunities and employment 
diversity, encouraging employees to develop their skills, and not discriminating or harassing 
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employees. The ethical frameworks for judging HR practices are basic rights, organizational 
justice, respecting individuals, and community of purpose. There are many instances where 
these principles confl ict with organizational objectives. These include HR issues such as fl exi-
bility, work intensifi cation, use of some sophisticated HR techniques such as performance- 
related pay and socialization programmes, and activities promoting closer managerial 
monitoring of employee performance.

HR professionals are part of management. But there will be occasions when in their profes-
sional capacity HR specialists should speak out against plans or actions that are not in accord 
with management’s ethical standards or values. And they should do their best to promote 
ethical standards and infl uence changes in core values where they feel they are necessary. They 
must not tolerate injustice or inequality of opportunity. If redundancies are inevitable as a 
result of business-led ‘slimming down’ or ‘taking costs out of the business’ processes, they 
should ensure that the organization takes whatever steps it can to mitigate detrimental effects 
by, for example, relying primarily on natural wastage and voluntary redundancy or, if people 
have to go involuntarily, doing whatever they can to help them fi nd other jobs 
(outplacement).

HR specialists may often fi nd themselves in a hard-nosed, entrepreneurial environment. But 
this does not mean that they can remain unconcerned about developing and helping to uphold 
the core values of the organization in line with their own values on the ethical principles that 
govern how people should be managed. These may not always be reconcilable, and if this is 
strongly the case, the HR professional may have to make a choice on whether he or she can 
remain with the organization.

Professionalism in human resource management

If the term is used loosely, HR specialists are ‘professional’ when they display expertise in doing 
their work and act responsibly. A professional occupation such as medicine or law could, 
however, be defi ned as one that gives members of its association exclusive rights to practise 
their profession. A profession in this context is not so much an occupation as a means of con-
trolling an occupation. Human resource management is obviously not in this category.

The nature of professional work was defi ned by the Hayes Committee (1972) as follows.
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The nature of professional work, Hayes Committee (1972)

Work done by the professional is usually distinguished by its reference to a 
framework of fundamental concepts linked with experience rather than by 
impromptu reaction to events or the application of laid down procedures. Such 
a high level of distinctive competence refl ects the skilful application of special-
ized education, training and experience. This should be accompanied by a 
sense of responsibility and an acceptance of recognized standards.
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By these standards an institution such as the CIPD carries out all the functions of a profes-
sional body except that of giving its members the exclusive right to practice.

A later analysis was produced by Fletcher (2004), who stated that a professional ethos is char-
acterized by the following ingredients:

the opportunity to display high levels of autonomy; •

the ability to apply some independence of judgement; •

self-discipline and adherence to some aspirational performance standards; •

the possession of specialized knowledge and skills; •

power and status based on expertise; •

operating, and being guided by, a code of ethics; •

allegiance to a professional body. •

Ambiguities in the role of HR practitioners

The activities and roles of HR specialists and the demands made upon them as described 
above appear to be quite clear cut but, in Thurley’s (1981) words, HR practitioners can be ‘spe-
cialists in ambiguity’. There are a number of reasons for this, as discussed below, but as Watson 
(1977) emphasized, much management activity is typically messy and ambiguous.

Three ambiguities in the role were highlighted by Legge (1978). First, there is an ambiguity in 
the overlap between personnel management as a set of activities for all managers, and as a spe-
cialist function. This may arise because the role of HR practitioners is ill-defi ned (they are 
unsure of where they stand), their status is not fully recognized, or top management and line 
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managers have equivocal views about their value to the organization. Second, ambiguity occurs 
because it is often diffi cult to defi ne success in personnel management, to determine who or 
what was responsible for success or failure and to identify the unique contributions of the per-
sonnel function. Third, personnel managers sit in an uncomfortable position where they are 
seen as part of management but also have a special relationship to, and responsibility for, the 
workers. The research conducted by Guest and King (2004), which involved interviews with 48 
executives from 18 organizations, established that the fi rst two ambiguities listed by Legge still 
existed, but the third one has become less of an issue because of the more clear-cut alignment 
of HR with management.

Ambiguity in the role of HR people can result in confusion between ideals and reality. Tyson 
and Fell (1986) see a contrast between the ideologies and actual realities of organizational life 
to which HR managers, ‘as organization men or women’, have to conform. This ambiguity is 
refl ected in the comments that have been made about the role of the HR function. For example, 
Mackay and Torrington (1986) suggested that: ‘Personnel management is never identifi ed with 
management interests, as it becomes ineffective when not able to understand and articulate the 
aspirations of the work force.’

In complete contrast, Tyson and Fell (1986) believe that:

Classical personnel management has not been granted a position in decision-making 
circles because it has frequently not earned one. It has not been concerned with the 
totality of the organization but often with issues which have not only been parochial 
but esoteric to boot.

Ambiguity continues in the age of Ulrich. As Hope-Hailey et al (2005) point out: ‘Ulrich high-
lighted that HR professionals must be both strategic and operational, yet the potential role 
confl ict this could engender was not addressed.’ Caldwell (2004) reached the following conclu-
sions on the basis of his research.

Summary of conclusions on the role of HR practitioners, Caldwell (2004)

There is the issue of ‘powerlessness’ or the marginality of HR practitioners in 
management decision-making processes, especially at a strategic level. The HR 
function has an inward-looking tendency to identify professional expertise 
mainly with administrative concerns over who controls HR activities, rather 
than questions of HR practices or who has responsibility for implementing HR 
policy.
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Confl ict in the HR contribution

One of the questions HR practitioners sometimes have to ask themselves is ‘Who is the client 
– the company or the employee?’ HR professionals may have to walk a fi ne line between serving 
the company that pays their salary and looking after the interests of employees. They may be 
involved in counselling employees over work problems. This can only be carried out success-
fully if the employee trusts the HR practitioner to maintain confi dentiality. But something 
might be revealed that is of interest to management and this places the counsellor in a dilemma 
– to betray or not to betray the trust? There is no pat answer to this question, but the existence 
of a code of professional conduct, a set of values and a company ethical code can provide 
guidance.

HR specialists, as Thurley (1981) put it, often ‘work against the grain’. Their values may be dif-
ferent from those of line managers and this is a potential cause of confl ict. But confl ict is inevi-
table in organizations that are pluralistic societies, the members of which have different frames 
of reference and interests, particularly self-interest. Management may have their own priori-
ties: ‘increase shareholder value’, ‘keep the City happy’, ‘innovate’, ‘get the work done’. Employees 
might have a completely different set: ‘pay me well and equitably’, ‘give me security’, ‘provide 
good working conditions’, ‘treat me fairly’. HR specialists may fi nd themselves somewhere in 
the middle.

Confl icts in the HR contribution can arise in the following ways:

A clash of values – line managers may simply regard their workers as factors of produc- •
tion to be used, exploited and dispensed with in accordance with organizational 
imperatives.

Different priorities – management’s priority may be to add value – make more out of  •
less – and if this involves getting rid of people that’s too bad. HR people may recognize 
the need to add value but not at the expense of employees.

Freedom versus control – line managers may want the freedom to get on with things  •
their own way, interpreting company policies to meet their needs; and the thrust for 
devolution has encouraged such feelings. But HR specialists will be concerned about 
the achievement of a consistent and equitable approach to managing people and imple-
menting HR policies. They will also be concerned with the attainment of a proper 
degree of compliance to employment and health and safety law. They may be given the 
responsibility for exercising control, and confl ict is likely if they use this authority too 
rigidly.

Disputes – if unions are recognized, HR specialists may be involved in confl ict during  •
the process of resolution. Even when there are no unions, there may be confl ict with 
individuals or groups of employees about the settlement of grievances.
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As Follett (1924) wrote, there is the possibility that confl ict can be creative if an integrative 
approach is used to settle it. This means clarifying priorities, policies and roles, using agreed 
procedures to deal with grievances and disputes, bringing differences of interpretation out 
into the open and achieving consensus through a solution that recognizes the interests of both 
parties – a win–win process. Resolving confl ict by the sheer exercise of power (win–lose) will 
only lead to further confl ict. Resolving confl ict by compromise may lead to both parties being 
dissatisfi ed (lose–lose).

The qualities required by HR professionals

Ulrich (1997a) stated that it was necessary to shift the focus of what HR people do to what they 
deliver. Gratton (2000) stressed the need for HR practitioners to: ‘Understand the state of the 
company, the extent of the embedding of processes and structures throughout the organization, 
and the behaviour and attitudes of individual employees.’ She believes that ‘The challenge is to 
implement the ideas’ and the solution is to ‘build a guiding coalition by involving line managers’, 
which means ‘creating issue-based cross-functional action teams that will initially make recom-
mendations and later move into action’. This approach ‘builds the capacity to change’.

What effective HR practitioners do

Effective HR practitioners:

Operate strategically – they have the ability to see the big picture and take, and imple- •
ment, a strategic and coherent view of the whole range of HR policies, processes and 
practices in relation to the business as a whole; they ensure that their innovations and 
services are aligned to business needs and priorities while taking account of the needs 
of employees and other stakeholders.

Have the capability to facilitate change, initiating it when necessary and acting as a sta- •
bilizing force in situations where change would be damaging (this is considered in 
more detail in Chapter 25).

Appreciate organizational and individual needs; against a background of their knowl- •
edge of organizational behaviour, they understand how organizations function and the 
factors affecting individual motivation and commitment, they are capable of analysing 
and diagnosing the people requirements of the organization and proposing and imple-
menting appropriate action.

Are business-like – they have to demonstrate that they can make value-added contributions. •

Are persuasive – they present the proposals and recommendations emerging from their  •
interventions persuasively, making out a compelling business case; innovations and 



126 Human Resource Management

ideas are sold to management on the basis of the practical and, wherever possible, 
measurable benefi ts that will result from their implementation (it is not the idea itself 
that is saleable but the result it can achieve).

Use an ‘evidence-based management’ approach (as defi ned by Rousseau, 2006:  •
‘Evidence-based management means translating principles based on best evidence into 
organizational practices. Through evidence-based management, practising managers 
develop into experts informed by social science and organizational research’).

Deliver their services effi ciently and effectively. •

Competencies for HR professionals

Two broad competencies for HR professionals were identifi ed by Huselid et al (1997): fi rst, 
professional HR capabilities relating to the delivery of traditional HRM activities such as 
recruiting, selection and compensation, and second, business-related competencies refl ecting 
an understanding of the business and the implementation of competitive strategy. A compe-
tency framework is set out in Table 6.1.

Table 6.1 Competency framework for HR professionals

Business 
awareness

Understands: (1) the business environment, the competitive pressures 
the organization faces and the impact of external events on organiza-
tional policies and practices, (2) the drivers of high performance and 
the business strategy, (3) the business’s key activities and processes and 
how these affect business strategies, (4) how HR policies and practices 
impact on business performance, and puts this to good use

Strategic 
capability

(1) Seeks involvement in business strategy formulation and 
contributes to the development of the strategy, (2) contributes to the 
development for the business of a clear vision and a set of integrated 
values, (3) develops and implements coherent HR strategies which are 
aligned to the business strategy and integrated with one another, (4) 
works closely with line management to support the achievement of 
corporate, unit or functional strategies, (5) understands the 
importance of human capital measurement, introduces measurement 
systems and ensures that good use is made of them

Organizational 
effectiveness

(1) Contributes to the analysis and diagnosis of people issues and 
proposes practical solutions, (2) helps to develop resource capability 
by ensuring that the business has the skilled, committed and engaged 
workforce it needs, (3) helps to develop process capability by infl uenc-
ing the design of work systems to make the best use of people, (4) 
pursues an ‘added value’ approach to innovation and service delivery
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Capacity as an 
internal 

consultant

(1) Carries out the analysis and diagnosis of people issues and 
proposes practical solutions, (2) adopts interventionist style to meet 
client needs, acts as catalyst, facilitator and expert as required, (3) uses 
process consultancy approaches to resolve people problems, 
(4) coaches clients to deal with their own problems, transfers skills

Effective service 
delivery

(1) Anticipates requirements and sets up and operates appropriate 
services, (2) provides effi cient and cost-effective services in each HR 
area; (3) responds promptly and effi ciently to requests for HR services, 
help and advice, (4) promotes the empowerment of line managers to 
make HR decisions but provides guidance as required

Acts in the 
interests of 
employees

Takes action to advance and protect the interests and well-being of 
employees

Continuous 
professional 
development

(1) Continually develops professional knowledge and skills, (2) 
benchmarks good HR practice, (3) keeps in touch with new HR 
concepts, practices and techniques, (4) keeps up-to-date with HR 
research and its practical implications

HR competency areas

Research conducted at the University of Michigan Business School (Brockbank et al, 1999) estab-
lished the key competency areas (domains) and their components; these are set out in Table 6.2.

Table 6.2 Key competency areas

Competency domain Components

1. Personal credibility Live the fi rm’s values, maintain relationships founded on trust, 
act with an ‘attitude’ (a point of view about how the business 
can win, backing up opinion with evidence)

2. Ability to manage 
change

Drive change: ability to diagnose problems, build relationships 
with clients, articulate a vision, set a leadership agenda, solve 
problems, and implement goals.

3. Ability to manage 
culture

Act as ‘keepers of the culture’, identify the culture required to 
meet the fi rm’s business strategy, frame culture in a way that 
excites employees, translates desired culture into specifi c 
behaviours, encourages executives to behave consistently with 
the desired culture

Table 6.1 continued
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Competency domain Components

4. Delivery of human 
resource practices

Expert in speciality, able to deliver state-of-the-art innovative 
HR practices in such areas as recruitment, employee 
development, compensation and communication

5. Understanding of the 
business

Strategy, organization, competitors, fi nance, marketing, sales, 
operations and IT

(Source: Brockbank et al, 1999)

Developing competence through evidence-based management

Pfeffer and Sutton (2006) provided the following advice to HR professionals on developing 
their competence through evidence-based management:

Use data to identify where the greatest improvement opportunities are. This will help  •
the organization to understand what their real, as distinct from their assumed, prob-
lems are and what is causing them.

Know what the literature says about HR practices and use that knowledge to design  •
more effective ways of doing things.

Run experiments and gather information on how well things are working, building up  •
a spirit of inquiry and learning, and a commitment to gathering data and doing the 
necessary analysis to make decisions based on fact. This approach can be contrasted 
with acting on hunches, or ‘… on belief, ideology, casual benchmarking, what they 
want or hope for, what they have done in the past, what they seem to be good or expe-
rienced in doing’.

Have a commitment to acting upon such data in order to design more effective HR  •
systems and processes and to ensure that those that already exist do no harm to those 
who use them or are affected by their use.

Develop the right mindset – embracing learning and enquiry and tolerating failure –  •
your own as well as that of others.

HR professionals as ‘thinking performers’

The CIPD (2005a) has stated that:

All personnel and development specialists must be thinking performers. That is, their 
central task is to be knowledgeable and competent in their various fi elds and to be able 

Table 6.2 continued
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to move beyond compliance to provide a critique of organizational policies and proce-
dures and to advise on how organizations should develop in the future.

This concept can be interpreted as meaning that HR professionals have to think carefully about 
what they are doing in the context of their organization and within the framework of a recog-
nized body of knowledge, and they have to perform effectively in the sense of delivering advice, 
guidance and services that will help the organization to achieve its strategic goals.

Legge (1995) made a similar point when she referred to HRM as a process of ‘thinking prag-
matism’. Harrison (2007) commented that the ‘thinking performer’ philosophy focuses on the 
ways in which HR fi elds of activity should link to produce a whole that is greater than the sum 
of its parts, on strategic awareness and on evidence-based practice. The emphasis is on holistic 
thinking, on contextualization and on best fi t rather than best practice.

Ulrich (1997a) cites the need for HR practice to be guided by HR theory as follows.

The need for HR theory, Ulrich (1997a)

To make HR practices more than isolated acts managers and HR professionals 
must master the theory behind HR work; they need to be able to explain con-
ceptually how and why HR practices lead to their outcomes… Regardless of the 
preferred theory, managers and HR professionals should extract from it a 
higher level of reasoning for their day-to-day work and thus better explain why 
their work accomplishes its goals.
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Continuous professional development

As defi ned by the CIPD, continuous professional development (CPD) is the process that 
enables the integration of learning with work in ways relevant to the learner, is self-directed 
and contributes to the learner’s development needs. The benefi ts to individuals include becom-
ing better learners, profi ting from learning opportunities, managing self-development, helping 
career advancement, and improving professional standing. The benefi ts to organizations 
include better contributions by individuals to organizational goals and objectives, improved 
performance for the organization, and the ability to help others learn and develop themselves 
to enhance their work performance and their organizational commitment.
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CPD for individual HR professionals is about lifelong development. For the organization it is 
concerned with improving organizational capability and is linked with the concepts of knowl-
edge management (see Chapter 12) and the learning organization (see Chapter 40).

Role of the HR practitioner – key learning points

The basic role of HR practitioners

The role varies considerably but it is basi-
cally about providing advice, guidance and 
services on all matters affecting people.

The business partner role

As business partners HR specialists share 
responsibility with their line management 
colleagues for the success of the enterprise 
and get involved with them in implementing 
business strategy and running the business.

The strategic role

To a) formulate and implement forward-
looking HR strategies that are aligned to 
business objectives and integrated with one 
another; b) contribute to the development 
of business strategies; and c) work along-
side their line management colleagues to 
provide on an everyday basis continuous 
support to the implementation of the strat-
egy of the organization, function or unit.

The strategic activities of HR 
practitioners

Strategic activities consist of formulating 
HR strategies and providing continuous 
support to line managers in implementing 
their business or operational strategies. 
They involve being proactive in identifying 
issues that can be addressed through major 
or relatively minor HR initiatives.

The change agent role

HR specialists act as change agents, facili-
tating change by providing advice and 
support on its introduction and 
management.

The internal consultancy role

As internal consultants, HR practitioners 
work alongside their colleagues – their 
clients – in analysing problems, diagnosing 
issues and proposing solutions.

The service provision role

The basic role of HR specialists is that of 
providing services to internal customers. 
The services may be general, covering all 
aspects of HRM, or services may only be 
provided in one or two areas.

The guardian of values role

HR practitioners may act as the guardians 
of the organization’s values and ethical 
standards concerning people. They point 
out when behaviour confl icts with those 
values or where proposed actions will be 
inconsistent with them.

Models of HR roles

A number of models of HR roles exist. One 
of the best known ones was devised by Tyson 
and Fell (1986), which listed three roles: the 
clerk of works (mainly administrative), the 
contracts manager (more sophisticated with 
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Role of the HR practitioner – key learning points (continued)

an employee relations focus) and the archi-
tect (strategic/innovative). The other is by 
Ulrich and Brockbank (2005a and b), which 
identifi ed four roles: employee advocate, 
human capital developer, functional expert 
and strategic partner.

Gaining support from top 
manage ment

Demonstrate that the proposal will  •
meet organizational needs.

Base the proposal on a compelling  •
and realistic business case that shows 
that the innovation will increase the 
business’s competitive edge.

Prove that the innovation has  •
already worked well within the 
organization (in a pilot scheme) or 
elsewhere.

Specify how the proposal can be  •
implemented without too much 
trouble.

Indicate that the innovation will add  •
to the reputation of the company.

Emphasize that the innovation will  •
enhance the ‘employer brand’ of the 
company.

Ensure that the proposal is brief, to  •
the point and well argued.

Gaining support from line managers

Managers need to be convinced that the 
innovation helps them to achieve better 

results without imposing unacceptable 
additional burdens on them.

Ethical considerations

HR specialists should speak out against 
plans or actions that are not in accord with 
management’s ethical standards or values.

Professionalism

HR specialists are professional when they 
display expertise in doing their work and 
act responsibly.

Ambiguities and confl ict in the role

HR practitioners have to be ‘specialists in 
ambiguity’. Confl ict may arise because of a 
clash of values, different priorities and the 
need for HR to exercise a measure of control 
over the people management activities of 
managers.

HR effectiveness

Effective HR practitioners operate strategi-
cally, facilitate change, understand organi-
zational and individual needs, are 
business-like and persuasive, and deliver 
their services effi ciently and effectively.

HR competencies

The main competencies required by HR 
professionals are: business awareness, stra-
tegic capability, organizational effective-
ness, capacity as an internal consultant, 
effective service delivery, acting in the inter-
ests of employees and continuous profes-
sional development.
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Questions

1. Tim Miller, Group Head of HR, Standard Chartered Bank, as reported by Jane Pickard 
(2005) said that: ‘HR is about helping managers to manage people and I want them to 
be engaged in building performance through people and involved in the cost of people 
as well. Of course, they have to understand HR processes, performance management 
and reward and so on. But it’s how they confi gure and embed their products and make 
them part of the business that matters.’ Comment on this statement against the back-
ground of the business partner concept.

2. HR professionals become strategic partners when they participate in the process of 
defi ning the business strategy, when they ask questions that move the strategy to 
action and when they design HR practices that align with the business (Ulrich, 1997a). 
What evidence is available from research that this is happening today?

3. Raymond Caldwell made the following somewhat dispiriting comment in 2004 on the 
basis of his research: ‘Overall there is the issue of “powerlessness” or the marginality of 
personnel practitioners in management decision-making processes, especially at a 
strategic level. Closely related to this is the relative inability of the personnel function 
to maintain or defend the experience of their specialist expertise from encroachment 
or control by managerial intervention. In addition, there are issues of lack of clarity or 
accountability in specifying the goals, business outcomes, or the contribution of the 
personnel function, especially when compared to other management functions.’ 
Drawing on other research and your own experience, comment on the validity of this 
assertion. If there is something in it, what can be done?

4. What do you think of the following remarks made by an HR director interviewed by 
Guest and King in their research published in 2004? ‘One of the problems for any HR 
function is the separation between the tactical stuff and the strategic stuff and I guess 
that I am now at a level where I ought to be – I hesitate to use the word; it is so over-
used – but I ought to be being strategic; the reality is that 70 per cent of my job is tac-
tical. And by the way if I didn’t do it I wouldn’t have any credibility.’
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7
The Impact of HRM 

on Performance

Key concepts and terms

The AMO formula •

Discretionary effort •

Organizational capability •

Performance •

Contingency theory •

Expectancy theory •

Organizational effectiveness •

Reversed causality •

On completing this chapter you should be able to defi ne these key concepts. 
You should also know about:

Learning outcomes

Outcomes of research on the link  •
between HRM and fi rm 
performance

HRM and individual performance •

How HR practices make an impact •

Problems of establishing a link •

The link between HRM and  •
organizational performance
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Introduction

As Guest (1997) argues: ‘The distinctive feature of HRM is its assumption that improved perform-
ance is achieved through the people in the organization.’ If, therefore, appropriate HR policies and 
processes are introduced, it can also be assumed that HRM will make a substantial impact on fi rm 
performance. To back up these assumptions three questions need to be answered: What is perform-
ance? What impact does HRM make on performance? How does HRM make that impact?

The concept of performance covers both what has been achieved and how it has been achieved. 
Firm performance can be measured in a number of different ways. The most obvious way to 
measure what has been achieved, and the approach used in many studies, is by reference to key 
performance indicators (KPIs), which are usually to do with fi nancial results (profi tability) or 
productivity. Measuring the ‘how’ is more diffi cult. It has to rely extensively on qualitative 
assessments of organizational capability or effectiveness. Organizational capability is defi ned 
as the capacity of a fi rm to function effectively in order to compete and deliver results. 
Organizational effectiveness is defi ned as the capacity of an organization to achieve its goals by 
making effective use of the resources available to it.

What impact HRM makes may be nice to know, if only to demonstrate to dubious chief executives 
and line managers that HRM is a good thing. A considerable amount of research has been con-
ducted recently on the impact of HRM, which is discussed in the fi rst section of this chapter. But it 
is also necessary to understand how that impact is made in order to justify, develop and implement 
effective HR policies and practices. Ulrich (1997a) comments that managers and HR professionals 
‘need to be able to explain conceptually how and why HR practices lead to their outcomes’. 

The impact made by HRM

The holy grail sought by many human resource management researchers is to establish that HRM 
practices demonstrably cause improvements in organizational performance. Practitioners too would 
like to be able to justify their existence by saying to their bosses and their colleagues that this is the case. 
Much research as summarized in Table 7.1 has been carried over the last decade or so, most of which 
at least shows that there is a link between good HRM practice and fi rm performance.

Table 7.1 Research on the link between HRM and fi rm performance

Researcher(s) Methodology Outcomes

Arthur (1990, 
1992, 1994)

Data from 30 US strip mills used to 
assess impact on labour effi ciency 
and scrap rate by reference to the 
existence of either a high commit-
ment strategy or a control strategy

Firms with a high commitment 
strategy had signifi cantly higher 
levels of both productivity and 
quality than those with a control 
strategy



The Impact of HRM on Performance 137

Researcher(s) Methodology Outcomes

Huselid 
(1995)

Analysis of the responses of 968 US 
fi rms to a questionnaire exploring 
the use of high performance work 
practices

Productivity is infl uenced by 
employee motivation; fi nancial 
performance is infl uenced by 
employee skills, motivation and 
organizational structures

Huselid and 
Becker (1996)

An index of HR systems in 740 
fi rms was created to indicate the 
degree to which each fi rm adopted a 
high performance work system

Firms with high values on the index 
had economically and statistically 
higher levels of performance

Becker et al 
(1997)

Outcomes of a number of research 
projects were analysed to assess the 
strategic impact on shareholder 
value of high performance work 
systems

High performance systems make an 
impact as long as they are embed-
ded in the management 
infrastructure.

Patterson et al 
(1997) 

The research examined the link 
between business performance and 
organization culture and the use of 
a number of HR practices

HR practices explained signifi cant 
variations in profi tability and 
productivity (19% and 18% 
respectively). Two HR practices 
were particularly signifi cant: (1) the 
acquisition and development of 
employee skills and (2) job design 
including fl exibility, responsibility 
and variety

Appelbaum et 
al (2000)

Study of the impact of high per-
formance work systems (HPWSs) in 
44 manufacturing facilities – over 
4,000 employees were surveyed.

HPWSs produced strong positive 
effects on performance. They are 
associated with workshop practices 
that raise the levels of trust, increase 
workers’ intrinsic reward from work 
and thereby enhance organizational 
commitment.

Guest et al 
(2000a)

An analysis of the 1998 WERS 
survey which sampled some 2,000 
workplaces and obtained the views 
of about 28,000 employees

A strong association exists between 
HRM and both employee attitudes 
and workplace performance

Table 7.1 continued
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Researcher(s) Methodology Outcomes

Guest et al 
(2000b)

The Future of Work Survey covered 
835 private sector organizations. 
Interviews were carried out with 
610 HR professionals and 462 chief 
executives

A greater use of HR practices is 
associated with higher levels of 
employee commitment and 
contribution and is in turn linked to 
higher levels of productivity and 
quality of services

Thompson 
(2002)

A study of the impact of high 
performance work practices such as 
team working, appraisal, job 
rotation, broad-banded grade 
structures and sharing of business 
information in UK aerospace 
establishments

The number of HR practices and 
the proportion of the workforce 
covered appeared to be the key 
differentiating factor between more 
and less successful fi rms

West et al 
(2002)

Research conducted in 61 UK 
hospitals obtaining information on 
HR strategy, policy and procedures 
from chief executives and HR 
directors and mortality rates

An association between certain HR 
practices and lower mortality rates 
was identifi ed. As noted by 
Professor West: ‘If you have HR 
practices that focus on effort and 
skill; develop people’s skills; 
encourage co-operation, 
collaboration, innovation and 
synergy in teams for most, if not all 
employees, the whole system 
functions and performs better’.

Guest et al 
(2003)

An exploration of the relationship 
between HRM and performance in 
366 UK companies using objective 
and subjective performance data 
and cross-sectional and longitudinal 
data

Some evidence was shown of an 
association between HRM, as 
described by the number of HR 
practices in use, and performance, 
but there was no convincing 
indication that the greater 
application of HRM is likely to 
result in improved corporate 
performance

Table 7.1 continued



The Impact of HRM on Performance 139

Researcher(s) Methodology Outcomes

Purcell et al 
(2003)

A University of Bath longitudinal 
study of 12 companies to establish 
how people management impacts 
on organizational performance

The most successful companies had 
‘the big idea’. They had a clear vision 
and a set of integrated values. They 
were concerned with sustaining 
performance and fl exibility. Clear 
evidence existed between positive 
attitudes towards HR policies and 
practices, levels of satisfaction, 
motivation and commitment, and 
operational performance. Policy and 
practice implementation (not the 
number of HR practices adopted) is 
the vital ingredient in linking people 
management to business 
performance and this is primarily 
the task of line managers.

Comments on the research

The methodology used in many of the studies listed in Table 7.1 was to measure the association 
between the number of HR practices used by the fi rm and the fi nancial results achieved by the 
fi rm, treating the number of practices as the input variable and profi t or market value as the 
dependent variable. Purcell et al (2003) have cast doubts on the validity of this approach.

Validity of HRM and performance research, Purcell et al (2003)

Our study has demonstrated convincingly that research which only asks about 
the number and extent of HR practices can never be suffi cient to understand 
the link between HR practices and business performance… It is misleading to 
assume that simply because HR practices are present they will be implemented 
as intended.
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Table 7.1 continued
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In 1997 David Guest commented that: ‘At present the studies report a promising association 
between HRM and outcomes, but we are not yet in a position to assert cause and effect’. Ulrich 
(1997a) has pointed out that: ‘HR practices seem to matter; logic says it is so; survey fi ndings 
confi rm it. Direct relationships between performance and attention to HR practices are often 
fuzzy, however, and vary according to the population sampled and the measures used.’ And 
Purcell et al (2003) noted that ‘Measures which use profi t or shareholder value are too remote 
from the practice of people management to be useful.’ Any attempt to prove that good HR 
practice generates high economic returns has to confront the objection that there might be any 
number of reasons for high economic performance which have nothing to do with HRM.

Wood and Paauwe produced comprehensive analyses of studies of the HRM/performance 
link.

A view on HRM/performance link studies, Stephen Wood (1999)

This empirical work (15 studies) ‘has concentrated on assessing the link 
between practices and performance, with an increasing disregard for the mech-
anisms linking them. This has meant that there has been no systematic link 
between HR outcomes and performance. Moreover, there has been an increas-
ing neglect of the psychological processes that mediate or moderate the link 
between HR practices and performance’.

Another view on HRM/performance link studies, Jaap Paauwe (2004)

Research on HR and performance has been based on a narrow-minded defi ni-
tion of performance which involves the use of limited analytical frameworks 
based on simple input/output reasoning. So there is a substantial negligence of 
the process itself, the actors and stakeholders involved, the administrative her-
itage and institutional values. A systems based approach is required which 
includes HRM practices and policies as input variables, HRM outcomes as 
intermediate variables and fi rm performance indicators as the dependent vari-
ables. Contingency variables such as size and technology need to be used as 
control variables.
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Reference was made by Boselie et al (2005) to the causal distance between an HRM input and 
an output such as fi nancial performance: ‘Put simply, so many variables and events, both inter-
nal and external, affect organizations that this direct linkage strains credibility.’

Another problem is the assumption some people make that correlations indicate causality – if 
variable A is associated with variable B then A has caused B. It might, but again it might not. 
This is linked to the issue of ‘reversed causality’ which is the assumption, as Purcell et al (2003) 
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put it, ‘that more HR practices leads to higher economic return when it just as possible that it 
is successful fi rms that can afford more extensive (and expensive) HRM practices’. They also 
comment that when successful fi rms invest heavily in HRM they may do so to help sustain 
high performance.

How HRM strategies make an impact

As Guest et al (2000b) comment, much of the research has demonstrated an association 
between HRM and performance but leaves uncertainties about cause and effect. However, they 
do state that ‘HRM is essentially concerned with achieving results through full and effective 
utilization of human resources.’ They go on to suggest that: ‘This is only likely to be achieved 
through a set of appropriate practices resulting in high quality, fl exible and committed 
employees.’

Wood (1999) noted that the quality of the research base supporting the relationship between 
HRM and performance is weak. Even if it were stronger, it is not enough simply to produce 
evidence that HR practices lead to high performance; it is necessary to understand how they 
produce this effect. This was the subject of research by Rogg et al (2001) who suggested that 
HRM affects performance by fi rst infl uencing climate, which then determines performance. 
They also argued that the direct links between HRM practices and performance are relatively 
weak as it is not HRM practices themselves that affect performance, but rather the extent to 
which they lead to a favourable climate. In 2003 the ‘black box’ research by Purcell et al explored 
the unknown link between inputs and outcomes. Their conclusion was that HR practice feeds 
in as an ‘ingredient’ in the workplace and, through various mechanisms, feeds out through the 
other side as improved performance.

The HRM factors affecting high performance for both individuals and organizations need to 
be considered.

HRM and individual performance

There are three factors that affect the level of individual performance: motivation, ability and 
opportunity to participate. The fi rst two factors were highlighted by Vroom (1964) who made 
the following suggestions on the basis of his research.
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Factors affecting individual performance, Vroom (1964)

The effects of motivation on performance are dependent on the level of ability 
of the worker, and the relationship of ability to performance is dependent on 
the motivation of the worker. The effects of ability and motivation on perform-
ance are not additive but interactive. The data presently available on this ques-
tion suggest something more closely resembling the multiplicative relationship 
depicted in the formula: Performance = ƒ (Ability × Motivation).
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Vroom is therefore suggesting that people need both ability and motivation to perform well 
and that if either ability or motivation is zero there will be no effective performance.

Vroom also pioneered expectancy theory which, as developed by Porter and Lawler (1968), 
proposes that high individual performance depends on high motivation plus possession of the 
necessary skills and abilities and an appropriate role and understanding of that role. From this, 
as Guest (1997) claims:

It is a short step to specify the HR practices that encourage high skills and abilities, for 
example careful selection and high investment in training; high motivation, for example 
employee involvement and possibly performance-related pay; and an appropriate role 
structure and role perception, for example job design and extensive communication 
and feedback… We therefore have a theory that links HRM practices to processes that 
facilitate high individual performance.

Research carried out by Bailey et al (2001) in 45 establishments focused on the ‘opportunity to 
participate’ factor as it affects performance. They noted that ‘organizing the work process so 
that non-managerial employees have the opportunity to contribute discretionary effort is the 
central feature of a high performance work system’. (This was one of the earlier uses of the 
term ‘discretionary effort’.) They stated that the other two components of a high performance 
work system were incentives and skills.

The ‘AMO’ formula put forward by Boxall and Purcell (2003) is a combination of the Vroom 
and Bailey et al ideas. This model asserts that performance is a function of Ability + Motivation 
+ Opportunity to Participate (note that the relationship is additive not multiplicative). HRM 
practices therefore impact on individual performance if they encourage discretionary effort, 
develop skills and provide people with the opportunity to perform.
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HRM and organizational performance

It may be possible to detect an association between HRM practices and the economic perform-
ance of fi rms. But because of all the other factors involved, it may be diffi cult if not impossible 
to demonstrate that the HR practices caused the high performance. As contingency theory tells 
us, what happens in organizations will be infl uenced, even governed, by their internal and 
external environment. There is also the problem of reversed causality – HR practices may have 
resulted in high performance but high performance may have encouraged the use of sophisti-
cated HR practices.

Any theory about the impact of HRM on organizational performance must be based on three 
propositions:

1. That HR practices can make a direct impact on employee characteristics such as engage-
ment, commitment, motivation and skill.

2. If employees have these characteristics it is probable that organizational performance in 
terms of productivity, quality and the delivery of high levels of customer service will 
improve.

3. If such aspects of organizational performance improve, the fi nancial results achieved by 
the organization will improve.

Note, however, that are two intermediate factors between HRM and fi nancial performance 
(employee characteristics affected by HRM and the impact of those characteristics on non-
fi nancial performance). According to these propositions, HRM does not make a direct impact. 
The relationship is further complicated by the other two factors mentioned above: the contin-
gency variables and the possibility of reversed causality. A model of the impact of HRM taking 
all these considerations into account is shown in Figure 7.1.

Reversed causality

Business
strategy

HR Strategy HRM 
practices

• resourcing
• performance     
   management
• learning &          
   development
• reward 
   management
• employee 
   relations

HRM 
outcomes

• engagement
• commitment
• motivation
• skill

Business 
outcomes

• productivity
• quality
• customer
   satisfaction

Financial 
performance

• profit
• sales
• market share
• market value

Contingency variables: Internal context – size, sector, technology, employees, culture 
                      External context – competition, economic, social, legal

Figure 7.1 Impact of HRM on organizational performance



144 Human Resource Management

The case-based research by Purcell et al (2003) strongly indicated that the key to activating 
what they called the ‘People–Performance’ link lies not only in well-crafted ‘bundles’ of HR 
practices, but in their conjunction with a powerful and cohering organizational vision (or ‘Big 
Idea’) and corporate leadership, together with front-line leadership’s action and use of its dis-
cretionary power.

How HRM practices make an impact

How HRM practices make an impact is summarized in Table 7.2.

Table 7.2 The HR practices that impact on performance

HR practice area How it impacts

Attract, develop and 
retain high quality 
people

Match people to the strategic and operational needs of the 
organization. Provide for the acquisition, development and 
retention of talented employees, who can deliver superior 
performance, productivity, fl exibility, innovation, and high levels 
of personal customer service and who ‘fi t’ the culture and the 
strategic requirements of the organization 

Talent management Ensure that the talented and well motivated people required by the 
organization to meet present and future needs are available

Job and work design Provides individuals with stimulating and interesting work and 
gives them the autonomy and fl exibility to perform these jobs well. 
Enhance job satisfaction and fl exibility which encourages greater 
performance and productivity

Learning and 
development

Enlarge the skill base and develop the levels of competence 
required in the workforce. Encourage discretionary learning which 
happens when individuals actively seek to acquire the knowledge 
and skills that promote the organization’s objectives. Develop a 
climate of learning – a growth medium in which self-managed 
learning as well as coaching, mentoring and training fl ourish

Managing knowledge 
and intellectual 
capital

Focus on organizational as well as individual learning and provide 
learning opportunities and opportunities to share knowledge in a 
systematic way. Ensure that vital stocks of knowledge are retained 
and improve the fl ow of knowledge, information and learning 
within the organization
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HR practice area How it impacts

Increasing engage-
ment, commitment 
and motivation 

Encourage productive discretionary effort by ensuring that people 
are positive and interested in their jobs, that they are proud to 
work for the organization and want to go on working there and 
that they take action to achieve organizational and individual goals

Psychological 
contract

Develop a positive and balanced psychological contract which 
provides for a continuing, harmonious relationship between the 
employee and the organization

High performance 
management 

Develop a performance culture which encourages high 
performance in such areas as productivity, quality, levels of 
customer service, growth, profi ts, and, ultimately, the delivery of 
increased shareholder value. Empower employees to exhibit the 
discretionary behaviours most closely associated with higher 
business performance such as risk taking, innovation, and 
knowledge sharing. of knowledge and establishing trust between 
managers and their team members

Reward management Develops motivation and job engagement by valuing people in 
accordance with their contribution

Employee relations Develops involvement practices and an employee relations climate 
which encourages commitment and cooperation.

Working environment 
– core values, leader-
ship, work/life 
balance, managing 
diversity, secure 
employment

Develop ‘the big idea’ (Purcell et al, 2003), ie a clear vision and a 
set of integrated values. Make the organization ‘a great place to 
work’

Table 7.2 continued

Impact of HRM – key learning points

Outcomes of research on the link 
between HRM and fi rm performance

Firms with a high commitment  •
strategy had signifi cantly higher 
levels of both productivity and 
quality than those with a control 
strategy. (Arthur, 1992)

Productivity is infl uenced by  •
employee motivation; fi nancial per-
formance is infl uenced by employee 
skills, motivation and organizational 
structures. (Huselid, 1995)

Firms with high values on the index  •
had economically and statistically 
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Impact of HRM – key learning points (continued)

higher levels of performance. 
(Huselid and Becker, 1996)

High performance systems make an  •
impact as long as they are embed-
ded in the management infrastruc-
ture. (Becker et al, 1997)

HR practices explained signifi cant  •
variations in profi tability and pro-
ductivity. (Patterson et al, 1997)

High performance work systems  •
produced strong positive effects on 
performance. (Appelbaum et al, 
2000)

A strong association exists between  •
HRM and both employee attitudes 
and workplace performance. (Guest 
et al, 2000a)

A greater use of HR practices is asso- •
ciated with higher levels of employee 
commitment and contribution and 
is in turn linked to higher levels of 
productivity and quality of services. 
(Guest et al, 2000b)

The number of HR practices and the  •
proportion of the workforce covered 
appeared to be the key differentiating 
factors between more and less suc-
cessful fi rms. (Thompson, 2002)

If you have HR practices that focus  •
on effort and skill; develop people’s 
skills; encourage cooperation, col-
laboration, innovation and synergy 
in teams for most, if not all employ-
ees, the whole system functions and 
performs better. (West et al, 2002)

Some evidence was shown of an  •
association between HRM, as 
described by the number of HR prac-
tices in use, and performance, but 
there was no convincing indication 
that the greater application of HRM 
is likely to result in improved corpo-
rate performance. (Guest et al, 2003)

Clear evidence existed between posi- •
tive attitudes towards HR policies and 
practices, levels of satisfaction, motiva-
tion and commitment, and operational 
performance. (Purcell et al, 2003)

Problems of establishing a link

At present the studies report a prom- •
ising association between HRM and 
outcomes, but we are not yet in a 
position to assert cause and effect. 
(David Guest, 1997)

HR practices seem to matter; logic  •
says it is so; survey fi ndings confi rm 
it. Direct relationships between per-
formance and attention to HR prac-
tices are often fuzzy, however, and 
vary according to the population 
sampled and the measures used. 
(Ulrich, 1997a)

Measures which use profi t or share- •
holder value are too remote from 
the practice of people management 
to be useful. (Purcell et al, 2003)

HRM and individual performance

The factors that affect the level of individ-
ual performance are motivation, ability and 
opportunity to participate.
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Questions

1. The research conducted by Guest and King (2004) elicited the following response from 
one HR director: ‘We read ad nauseum about why aren’t HR directors on the main 
board and my answer to this would be, because not enough of them have been able to 
prove that HR can contribute. It is there, it is there to be done.’ How can it be done?

2. Guest et al (2003) noted that: ‘Much of the published research has shown an association 
between HRM and performance, either at the same point in time or over time. The 
demonstration of an association is an important step in advancing research but leaves 
uncertainties about cause and effect.’ The research conducted by Guest and his col-
leagues did reveal a positive association between HRM and profi tability but did not 
support the assumption that HRM led to the higher profi tability. Can you identify any 
research projects that have established cause and effect? If not, what is the point of all 
this research?

3. What are the practical implications of the following comment made by Hope-Hailey et 
al (2005) made in introducing the fi ndings of their research on HR and organizational 
performance? ‘Sustained competitive advantage thus lies in the employees themselves, 
not in HRM practices, as these do not meet the criteria of value, rarity, inimitability and 
non-substitutability. Therefore, the HR department needs to go beyond designing effec-
tive HRM policies and practices to ensure that these practices are implemented appro-
priately and are accepted by employees to achieve the intended results.’

Impact of HRM – key learning points (continued)

Link between HRM and 
organizational performance

Three propositions on the link: a) HR prac-
tices can make a direct impact on employee 
characteristics such as engagement, com-
mitment, motivation and skill; b) if employ-
ees have these characteristics it is probable 
that organizational performance in terms 

of productivity, quality and the delivery of 
high levels of customer service will improve; 
and c) if such aspects of organizational per-
formance improve, the fi nancial results 
achieved by the organization will improve.

How HR practices make an impact

Summarized in Table 7.2.
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International HRM

Key concepts and terms

Convergence •

Globalization •

Host-based pay •

Divergence •

Home-based pay •

On completing this chapter you should be able to defi ne these key concepts. 
You should also know about:

Learning outcomes

The meaning of international  •
HRM

The impact of globalization •

Factors affecting the choice  •
between convergence and 
divergence

Managing expatriates •

Issues in international HRM •

International environmental and  •
cultural differences

Global HR policies •
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Introduction

It has been stated by Brewster et al (2005) that: ‘A critical challenge for organizations from both 
the public and private sectors in the twenty-fi rst century is the need to operate across national 
boundaries.’ In this chapter consideration is given to how organizations respond to this chal-
lenge through the practice of international HRM. The chapter includes a defi nition of interna-
tional HRM, an examination of the issues involved in international HRM, the practice of 
global HRM and the management of expatriates.

International HRM defi ned

International human resource management is the process of managing people across interna-
tional boundaries by multinational companies. It involves the worldwide management of 
people, not just the management of expatriates.

Companies that function globally comprise international and multinational fi rms. 
International fi rms are those where operations take place in subsidiaries overseas that rely 
on the business expertise or manufacturing capacity of the parent company; they may be 
highly centralized with tight controls. Multinational fi rms are ones in which a number of 
businesses in different countries are managed as a whole from the centre; the degree of 
autonomy they have will vary.

Dr Michael Dickman of the Cranfi eld School of Management, as reported by Welfare (2006), 
believes that the main contrast between national and global HR practice is the need to see the 
bigger picture: ‘The difference is the higher complexity and the need for sensitivity to different 
cultures and different business environments.’ He stated that understanding the local context 
is key and an international HR person needs to be asking questions such as: What is the busi-
ness environment here? What is the role of the trade unions? What is the local labour law? Are 
these people different? Are their motivation patterns different?

Issues in international HRM

There are a number of issues that specifi cally affect the practice of international as distinct 
from domestic HRM. These are the impact of globalization, the infl uence of environmental 
and cultural differences, the extent to which HRM policy and practice should vary in different 
countries (convergence or divergence), and the approaches used to employ and manage 
expatriates.
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Globalization

Globalization is the process of international economic integration in worldwide markets. It 
involves the development of single international markets for goods or services accompanied 
by an accelerated growth in world trade.

Any company that has economic interests or activities extending across a number of interna-
tional boundaries is a global company. This involves a number of issues not present when the 
activities of the fi rm are confi ned to one country. As Ulrich (1998) put it: ‘Globalization 
requires organizations to move people, ideas, products and information around the world to 
meet local needs.’

The distinction between international and global HRM, Brewster et al 
(2005)

Traditionally, international HR has been about managing an international 
workforce – the higher level organizational people working as expatriates, fre-
quent commuters, cross-cultural team members and specialists involved in 
international knowledge transfer. Global HRM is not simply about these staff. 
It concerns managing all HRM activities, wherever they are, through the appli-
cation of global rule sets.
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Bartlett and Ghoshal (1991) argue that the main issue for multinational companies is the need 
to manage the challenges of global effi ciency and multinational fl exibility – ‘the ability of an 
organization to manage the risks and exploit the opportunities that arise from the diversity 
and volatility of the global environment’.

Research conducted over a number of years by Brewster and Sparrow (2007) has shown that 
the nature of international human resource management is changing fast. Among some of the 
larger international organizations, these changes have created a completely different approach 
to international human resource management, one we have dubbed ‘globalized HRM’. Whereas 
international human resource management has tended to operate in the same way as local 
HRM but on a wider scale, globalized HRM exploits the new technologies available to manage 
all the company’s staff around the world in the same way that it has traditionally managed staff 
in the home country.
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Environmental differences

Environmental differences between countries have to be taken into account in managing glo-
bally. As described by Gerhart and Fang (2005), these include ‘differences in the centrality of 
markets, institutions, regulations, collective bargaining and labour-force characteristics’. For 
example: in Western Europe, collective bargaining coverage is much higher than in countries 
like the United States, Canada and Japan. Works councils are mandated by law in Western 
European countries like Germany, but not in Japan or the United States. In China, Eastern 
Europe and Mexico, labour costs are signifi cantly lower than in Western Europe, Japan and the 
United States.

Cultural differences

Cultural differences must also be taken into account. Hiltrop (1995) noted the following HR 
areas that may be affected by national culture:

decisions of what makes an effective manager; •

giving face-to-face feedback; •

readiness to accept international assignments; •

pay systems and different concepts of social justice; •

approaches to organizational structuring and strategic dynamics. •

The signifi cance of cultural differences was the infl uential message delivered by Hofstede 
(1980, 1991). He defi ned culture as ‘the collective mental programming of people in an envi-
ronment’, referred to cultural values as broad tendencies ‘to prefer certain states of affairs over 
others’, and described organizations as ‘culture-bound’. Using worldwide data on IBM employ-
ees he identifi ed four national cultural dimensions: uncertainty avoidance, masculinity/femi-
ninity, power distance and individualism/collectivism.

One of the conclusions Hofstede reached was that the cultural values within a nation are sub-
stantially more similar than the values of individuals from different nations. This has been 
taken up by subsequent commentators such as Adler (2002) who claimed that Hofstede’s study 
explained 50 per cent of the difference between countries in employees’ attitudes and behav-
iours. But this view has been challenged by Gerhart and Fang (2005). They subjected Hofstede’s 
fi ndings to further analysis and established that at the level of the individual as distinct from 
the country, only 2 to 4 per cent was explained by national differences and that therefore 
‘Hofstede’s study should not be interpreted as showing that national culture explains 50 per 
cent of behaviours’. They also established from Hofstede’s data that culture varies more between 
organizations than countries. In their view, cross-country cultural differences, while real, have 
been over-estimated and may well pale in importance when compared with other unique 
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country characteristics when it comes to explaining the effectiveness of HR practices. But they 
accepted that national culture differences can be critical and that insensitivity to national 
culture differences can and does result in business failure (as well as failure and career conse-
quences for individual managers.

On the basis of research conducted in 30 multinational companies by the Global HR Research 
Alliance (the Judge Business School, University of Cambridge and Cornell, Insead, Erasmus 
and Tilburg Universities) Stiles (2007) commented that ‘while national cultural differences 
were not unimportant, organizational culture actually had more infl uence on HR practice’. 
The conclusion from the research was that: ‘To think there is one best way to manage human 
resources is simplistic and wrong, but the variation and contextualization of HR, at least for 
the companies we studied, owes little to national culture.’

Convergence and divergence

According to Brewster et al (2002) the effectiveness of global HRM depends on ‘the ability to 
judge the extent to which an organization should implement similar practices across the world 
(convergence) or adapt them to suit local conditions (divergence)’. The dilemma facing all 
multinational corporations is that of achieving a balance between international consistency 
and local autonomy. They have to decide on the extent to which their HR policies should either 
‘converge’ worldwide to be basically the same in each location, or ‘diverge’ to be differentiated 
in response to local requirements.

Convergence and divergence issues, Perkins and Shortland (2006)

Strategic choices surrounding employment relationships may be infl uenced 
primarily by ‘home country’ values and practices. But those managing opera-
tions in one or a range of host country environments face the challenge of 
transplanting ‘ethnocentric’ principles, justifying the consequential policies 
and practices in their interactions with local managers, other employees and 
external representatives.
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There is a natural tendency for managerial traditions in the parent company to shape the 
nature of key decisions, but there are strong arguments for giving as much local autonomy as 
possible in order to ensure that local requirements are suffi ciently taken into account. Hence 
the mantra ‘Think globally but act nationally.’ This leads to the fundamental assumption made 
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by Bartlett and Ghoshal (1991) that: ‘Balancing the needs of coordination, control and auton-
omy and maintaining the appropriate balance are critical to the success of the multinational 
company.’ As Brewster et al (2005) point out:

Where global integration and coordination are important, subsidiaries need to be glo-
bally integrated with other parts of the organization and/or strategically coordinated 
by the parent. In contrast, where local responsiveness is important, subsidiaries will 
have far greater autonomy and there is less need for integration.

Brewster (2004) believes that convergence may be increasing as a result of the power of the 
markets, the importance of cost, quality and productivity pressures, the emergence of transac-
tion cost economies, the development of like-minded international cadres and benchmarking 
‘best practice’. Stiles (2007) notes that common practices across borders may be appropriate: 
‘Organizations seek what works and for HR in multinational companies, the range of options 
is limited to a few common practices that are believed to secure high performance.’ Brewster et 
al (2005) think that it is quite possible for some parts of an HR system to converge while other 
parts may diverge. But there is choice and they have listed the following factors affecting it.

Factors affecting the choice between convergence and divergence, Harris and 
Brewster (1999)

The extent to which there are well-defi ned local norms. •

The degree to which an operating unit is embedded in the local  •
environment.

The strength of the fl ow of resources – fi nance, information and people  •
– between the parent and the subsidiary.

The orientation of the parent to control. •

The nature of the industry – the extent to which it is primarily a domes- •
tic industry at local level.

The specifi c organizational competencies, including HRM, that are crit- •
ical for achieving competitive advantage in a global environment.
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Dickmann, as reported by Welfare (2006), instanced organizations such as IBM and Oxfam 
that operate a model based on universal principles or values across the organization that are 
then implemented differently at regional or national level. He suggested that the extent of inte-
gration or convergence depends on the business model of the organization:
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If the company is basically a McDonald’s, where there are only limited local variations 
but the product is essentially the same all over the world, then the approach is likely to 
be different to a company like Unilever, whose products and processes tend to be much 
more responsive to the local market.

Global HR policies and practices

The research conducted by Brewster et al (2005) identifi ed three processes that constitute 
global HRM: talent management/employee branding, international assignments management, 
and managing an international workforce. They found that organizations such as Rolls Royce 
had set up centres of excellence operating on a global basis. They observed that global HR pro-
fessionals are acting as the guardians of culture, operating global values and systems.

It was established by the Global HR Research Alliance study (Stiles, 2007) that global HR poli-
cies and practices were widespread in the areas of maintaining global performance standards, 
the use of common evaluation processes, common approaches to rewards, the development of 
senior managers, the application of competency frameworks and the use of common perform-
ance management criteria.

Generally the research has indicated that while global HR policies in such areas as talent man-
agement, performance management and reward may be developed, communicated and sup-
ported by centres of excellence, often through global networking, a fair degree of freedom has 
frequently been allowed to local management to adopt their own practices in accordance with 
the local context as long as in principle these are consistent with global policies.

Managing expatriates

Expatriates are people working overseas on long- or short-term contracts who can be nation-
als of the parent company or ‘third country nationals’ (TCNs) – nationals of countries other 
than the parent company who work abroad in subsidiaries of that company.

The management of expatriates is a major factor determining success or failure in an interna-
tional business. Expatriates are expensive; they can cost three or four times as much as the 
employment of the same individual at home. They can be diffi cult to manage because of the 
problems associated with adapting to and working in unfamiliar environments, concerns 
about their development and careers, diffi culties encountered when they re-enter their parent 
company after an overseas assignment, and how they should be remunerated. Policies to 
address all these issues are required, as described below.
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Resourcing policies

The challenge is that of resourcing international operations with people of the right calibre. As 
Perkins (1997) observes, it is necessary for businesses to ‘remain competitive with their employ-
ment offering in the market place, to attract and retain high quality staff with worldwide 
capabilities’.

Policies are required on the employment of local nationals and the use of expatriates for long 
periods or shorter assignments. The advantages of employing local nationals are that they:

are familiar with local markets, the local communities, the cultural setting and the local  •
economy;

speak the local language and are culturally assimilated; •

can take a long-term view and contribute for a long period (as distinct from expatriates  •
who are likely to take a short-term perspective);

do not take the patronizing (neo-colonial) attitude that expatriates sometimes adopt. •

Expatriates may be required to provide the experience and expertise that local nationals lack, 
at least for the time being. But there is much to be said for a long-term resourcing policy that 
states that the aim is to fi ll all or the great majority of posts with local people. Parent compa-
nies that staff their overseas subsidiaries with local nationals always have the scope to ‘para-
chute in’ specialist staff to deal with particular issues such as the start-up of a new product or 
service.

Recruitment and selection policies

Policies for recruitment and selection should deal with specifying requirements, providing 
realistic previews and preparation for overseas assignments.

Role specifi cations

Role specifi cations should take note of the behaviours required for those who work interna-
tionally. Leblanc (2001) suggested that they should be able to:

recognize the diversity of overseas countries; •

accept differences between countries as a fact and adjust to these differences effectively; •

tolerate and adjust to local conditions; •

cope in the long term with a large variety of foreign contexts; •

manage local operations and personnel abroad effectively; •
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gain acceptance as a representative of one’s company abroad; •

obtain and interpret information about foreign national contexts (institutions, legisla- •
tions, practices, market specifi cs, etc);

inform and communicate effectively with a foreign environment about the home com- •
pany’s policies;

take into account the foreign environment when negotiating contracts and partnerships; •

identify and accept adjustments to basic product specifi cations in order to meet the  •
needs of the foreign market;

develop elements of a common framework for company strategies, policies and  •
operations;

accept that the practices that will operate best in an overseas environment will not nec- •
essarily be the same as the company’s ‘home’ practices.

Realistic previews

At interviews for candidates from outside the organization, and when talking to internal staff 
about the possibility of an overseas assignment, it is advisable to have a policy of providing a 
realistic preview of the job. The preview should provide information on the overseas opera-
tion, any special features of the work, what will need to be done to adjust to local conditions, 
career progression overseas, re-entry policy on completion of the assignment, pay, and special 
benefi ts such as home leave and children’s education.

Preparation policy

The preparation policy for overseas assignments should include the provision of cultural 
familiarization for the country/ies in which the expatriate will work (sometimes called ‘accul-
turization’), the preferred approach to leading and working in international teams, and the 
business and HR policies that will apply.

Training policy

Tarique and Caligiri (1995) propose that the following steps should be taken to design a train-
ing programme for expatriates:

1. Identify the type of global assignment, eg technical, functional, tactical, developmental or 
strategic/executive.

2. Conduct a cross-cultural training needs analysis covering organizational analysis and 
requirements, assignment analysis of key tasks and individual analysis of skills.
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3. Establish training goals and measures – cognitive (eg understanding the role of cultural 
values and norms) and affective (modifying perception about culture and increasing con-
fi dence in dealing with individual behaviours to form adaptive behaviours such as inter-
personal skills).

4. Develop the programme – the content should cover both general and specifi c cultural ori-
entation; a variety of methods should be used.

5. Evaluate training given.

Career management policy

Special attention has to be paid to managing the careers of expatriates as part of their experi-
ence overseas, or on return permanently or for a period to their home country.

Assimilation and review policies

Assimilation policies will provide for the adaptation of expatriates to overseas posts and their 
progress in them to be monitored and reviewed. This may take the form of conventional per-
formance management processes but additional information may be provided on potential 
and the ability of individuals to cope with overseas conditions. Where a number of expatriates 
are employed it is customary for someone at headquarters to have the responsibility of looking 
after them.

Re-entry policies

Re-entry policies should be designed to minimize the problems that can arise when expatriates 
return to their parent company after an overseas posting. They want to be assured that they 
will be given positions appropriate to their qualifi cations, and they will be concerned about 
their careers, suspecting that their overseas experience will not be taken into account. Policies 
should allow time for expatriates to adjust. The provision of mentors or counsellors is 
desirable.

Pay and allowances policies

The factors that are likely to impact on the design of reward systems, as suggested by Bradley 
et al (1999) are the corporate culture of the multinational enterprise, expatriate and local 
labour markets, local cultural sensitivities and legal and institutional factors. They refer to the 
choice that has to be made between seeking internal consistency by developing common 
reward policies to facilitate the movement of employees across borders and preserve internal 
equity, and responding to pressures to conform to local practices. But they point out that: 
‘Studies of cultural differences suggest that reward system design and management need to be 
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tailored to local values to enhance the performance of overseas operations.’ Although, as 
Sparrow (1999) asserts: ‘Differences in international reward are not just a consequence of cul-
tural differences, but also of differences in international infl uences, national business systems 
and the role and competence of managers in the sphere of HRM.’

The policy of most organizations is to ensure that expatriates are no worse off because they 
have been posted abroad. In practice, various additional allowances or payments, such as hard-
ship allowances, mean that they are usually better off fi nancially than if they had stayed at 
home. The basic choice for expatriates is whether to adopt a home-based or host-based 
policy.

Home-based pay

The home-based pay approach aims to ensure that the value of the remuneration (pay, benefi ts 
and allowances) of expatriates is the same as in their home country. The home-base salary may 
be a notional one for long-term assignments (ie the salary that it is assumed would be paid to 
expatriates were they employed in a job of equivalent level at the parent company). For shorter-
term assignments it may be the actual salary of the individual. The notional or actual home-
base salary is used as the foundation upon which the total remuneration package is built. This 
is sometimes called the ‘build-up’ or ‘balance sheet’ approach.

The salary ‘build-up’ starts with the actual or notional home-base salary. To it is added a cost 
of living adjustment that is applied to ‘spendable income’ – the portion of salary that would be 
used at home for everyday living. It usually excludes income tax, social security, pensions and 
insurance and can exclude discretionary expenditure on major purchases or holidays on the 
grounds that these do not constitute day-to-day living expenses.

The expatriate’s salary would then consist of the actual or notional home-base salary plus the 
cost of living adjustment. In addition, it may be necessary to adjust salaries to take account of 
the host country’s tax regime to achieve tax equalization. Moves of less than a year that might 
give rise to double taxation require particular attention.

Some or all of the following allowances may be added to this salary:

‘incentive to work abroad’ premium; •

hardship and location; •

housing and utilities; •

school fees; •

‘rest and recuperation’ leave. •
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Host-based pay

The host-based pay approach provides expatriates with salaries and benefi ts such as company 
cars and holidays that are in line with those given to nationals of the host country in similar 
jobs. This method ensures equity between expatriates and host country nationals. It is adopted 
by companies using the so-called ‘market rate’ system, which ensures that the salaries of expa-
triates match the market levels of pay in the host country.

Companies using the host-based approach commonly pay additional allowances such as school 
fees, accommodation and medical insurance. They may also fund long-term benefi ts like social 
security, life assurance and pensions from home.

The host-based method is certainly equitable from the viewpoint of local nationals, and it can 
be less expensive than home-based pay. But it may be much less attractive as an inducement 
for employees to work abroad, especially in unpleasant locations, and it can be diffi cult to 
collect market rate data locally to provide a basis for setting pay levels.

International HRM – key learning points

The meaning of international HRM

International human resource management 
is the process of managing people across 
international boundaries by multinational 
companies. It involves the worldwide man-
agement of people, not just the manage-
ment of expatriates.

Issues in international HRM

International HRM issues comprise the 
impact of globalization, the infl uence of 
environmental and cultural differences, the 
extent to which HRM policy and practice 
should vary in different countries (conver-
gence or divergence), and the approaches 
used to employ and manage expatriates.

The impact of globalization

Globalization requires organizations to 
move people, ideas, products and 

information around the world to meet local 
needs (Ulrich, 1998).

International environmental differences

Environmental differences between coun-
tries have to be taken into account in man-
aging globally. These include markets, 
institutions, regulations, collective bargain-
ing and labour-force characteristics.

International cultural differences

National cultural differences can be critical 
and insensitivity to them can result in busi-
ness failure (as well as failure and career 
consequences for individual managers).

Factors affecting the choice between 
convergence and divergence (Harris 
and Brewster, 1999)

The extent to which there are well- •
defi ned local norms.
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International HRM – key learning points (continued)

The degree to which an operating  •
unit is embedded in the local 
environment.

The strength of the fl ow of resources  •
between the parent and the 
subsidiary.

The orientation of the parent to  •
control.

The nature of the industry. •

The specifi c organizational compe- •
tencies, including HRM, that are 
critical for achieving competitive 
advantage in a global environment.

Global HR policies

Three processes that constitute global HRM 
are: talent management/employee brand-
ing, international assignments manage-
ment, and managing an international 
workforce (Brewster et al, 2005).

Managing expatriates

Expatriates can be diffi cult to manage 
because of the problems associated with 
adapting to and working in unfamiliar 
environments, concerns about their devel-
opment and careers, diffi culties encoun-
tered when they re-enter their parent 
company after an overseas assignment, and 
how they should be remunerated. Special 
policies for them are required, covering:

recruitment and selection; •

assimilation and review; •

training; •

career management; •

re-entry; •

pay and allowances (home-based or  •
host-based pay).

Questions

1. The conclusions reached by Brewster et al (2005) after their extensive research were that: 
‘Our study has revealed an increasing emphasis on globalizing HR processes, with 
intense discussion around what needs to be global, regional or national. This new defi -
nition of global HR positions the global HR professional as the guardian of culture, 
operating global values and systems.’ What do you think this means in practice for 
anyone involved in international HRM?

2. You are director of HRM (international) for an international fi rm operating mainly in 
Africa. The business strategy is to expand operations into the Far East, starting in 
Malaysia. A number of medium-sized fi rms based in Kuala Lumpur have been 
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Corporate Social Responsibility

Key concepts and terms

Corporate social responsibility  •
(CSR)

Strategic CSR •

Stakeholder theory •

On completing this chapter you should be able to defi ne these key concepts. 
You should also know about:

Learning outcomes

The meaning of corporate social  •
responsibility

CSR activities  •

Developing a CSR strategy •

CSR strategy •

The rationale for CSR •
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Introduction

Corporate social responsibility (CSR) is exercised by organizations when they conduct their 
business in an ethical way, taking account of the social, environmental and economic impact 
of how they operate, and going beyond compliance. As defi ned by McWilliams et al (2006) 
CSR refers to the actions taken by businesses ‘that further some social good beyond the inter-
ests of the fi rm and that which is required by law’.

CSR has also been described by Husted and Salazar (2006) as being concerned with ‘the impact 
of business behaviour on society’ and by Porter and Kramer (2006) as a process of integrating 
business and society. The latter argued that to advance CSR, ‘We must root it in a broad under-
standing of the interrelationship between a corporation and society while at the same time 
anchoring it in the strategies and activities of specifi c companies.’

The CIPD, in Making CSR Happen: the contribution of people management (Redington, 2005) 
placed more emphasis on CSR in the workplace when it defi ned it as: ‘The continuing commit-
ment by business to behave ethically and contribute to economic development while improv-
ing the quality of life of the workforce and their families as well as of the local community and 
society at large.’

CSR was justifi ed by the CIPD (2007b) as a relevant and important HR activity because:

HR is responsible for the key systems and processes underpinning effective delivery. 
Through HR, CSR can be given credibility and aligned with how businesses run. CSR 
could be integrated into processes such as the employer brand, recruitment, appraisal, 
retention, motivation, reward, internal communication, diversity, coaching and 
training.

Strategic CSR defi ned

Strategic CSR is about deciding initially the extent to which the fi rm should be involved in 
social issues and then creating a corporate social agenda – considering what social issues to 
focus on and to what extent. As Porter and Kramer (2006) emphasize, strategy is always about 
choice. They suggest that organizations that ‘make the right choices and build focused, proac-
tive and integrated social initiatives in concert with their core strategies will increasingly dis-
tance themselves from the pack’. They also believe that: ‘It is through strategic CSR that the 
company will make the greatest social impact and reap the greatest business benefi ts.’ Baron 
(2001) points out that CSR is what a fi rm does when it provides ‘a public good in conjunction 
with its business and marketing strategy’.

CSR strategy needs to be integrated with the business strategy but it is also closely associated 
with HR strategy. This is because it is concerned with socially responsible behaviour both 



Corporate Social Responsibility 167

outside and within the fi rm – with society generally and with the internal community. In the 
latter case this means creating a working environment where personal and employment rights 
are upheld and HR policies and practices provide for the fair and ethical treatment of 
employees.

CSR activities

CSR activities as listed by McWilliams et al (2006) include incorporating social characteristics 
or features into products and manufacturing processes, adopting progressive human resource 
management practices, achieving higher levels of environmental performance through recy-
cling and pollution abatement and advancing the goals of community organizations.

The CSR activities of 120 leading British companies, Business in the 
Community (2007)

1. Community – skills and education, employability and social exclusion 
were frequently identifi ed as key risks and opportunities. Other major 
activities were support for local community initiatives and being a respon-
sible and safe neighbour.

2. Environment – most companies reported climate change and resource-use 
as key issues for their business; 85 per cent of them managed their impacts 
through an environmental management system.

3. Marketplace – the issues most frequently mentioned by companies were 
research and development, procurement and supply chain, responsible 
selling, responsible marketing and product safety. There was a rising focus 
on fair treatment of customers, providing appropriate product informa-
tion and labelling, and on the impacts of products on customer health.

4. Workplace – this was the strongest management performing area as most 
companies have established employment management frameworks that 
can cater for workplace issues as they emerge. Companies recognized the 
crucial role of employees to achieve responsible business practices. 
Increasing emphasis was placed on internal communications and training 
to raise awareness and understanding of why CSR is relevant to them and 
valuable for the business. More attention was being paid to health and 
well-being issues as well as the traditional safety agenda. More work was 
being done on diversity, both to ensure the business attracts a diverse 
workforce and to communicate the business case for diversity internally.
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Business in the Community also reported a growing emphasis on responsible business as a 
source of competitive advantage as fi rms move beyond minimizing risk to creating opportuni-
ties. A survey conducted by Industrial Relations Services (Egan, 2006) found that:

most employers believe that employment practices designed to ensure the fair and  •
ethical treatment of staff can boost recruitment and retention;

relatively few employers are strongly convinced of a positive link to business perform- •
ance or productivity;

the issue of ethics in employment is often viewed as part of a broader social responsibil- •
ity package;

policies on ethical employment most commonly cover HR practice in the areas of  •
recruitment, diversity, redundancy/dismissal proceedings and employee involvement.

The rationale for CSR

Stakeholder theory as fi rst propounded by Freeman (1984) suggests that managers must satisfy 
a variety of constituents (eg workers, customers, suppliers, local community organizations) 
who can infl uence fi rm outcomes. According to this view, it is not suffi cient for managers to 
focus exclusively on the needs of stockholders or the owners of the corporation. Stakeholder 
theory implies that it can be benefi cial for the fi rm to engage in certain CSR activities that non-
fi nancial stakeholders perceive to be important.

A different view was expressed by Theodore Levitt, marketing expert. In his 1958 Harvard 
Business Review article, ‘The dangers of social responsibility’, he warned that ‘government’s job 
is not business, and business’s job is not government’. Milton Friedman (1970), the Chicago 
monetarist, expressed the same sentiment. His maxim was that the social responsibility of 
business is to maximize profi ts within the bounds of the law. He argued that the mere existence 
of CSR was an agency problem within the fi rm in that it was a misuse of the resources entrusted 
to managers by owners, which could be better used on value-added internal projects or 
returned to the shareholders.

Generally, however, academics at least have been in favour of CSR and there is plenty of evi-
dence both in the UK and the United States that many fi rms are pursuing CSR policies.
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Arguments supporting CSR, Porter and Kramer (2006)

1. The moral appeal – the argument that companies have a duty to be good 
citizens. The US business association Business for Social Responsibility 
(2007) asks its members ‘to achieve commercial success in ways that 
honour ethical values and respect people, communities and the natural 
environment’.

2. Sustainability – an emphasis on environmental and community steward-
ship. As expressed by the World Business Council for Sustainable Social 
Development (2006) this involves ‘meeting the needs of the present without 
compromising the ability of future generations to meet their own needs’.

3. Licence to operate – every company needs tacit or explicit permission from 
government, communities and other stakeholders to do business.

4. Reputation – CSR initiatives can be justifi ed because they improve a com-
pany’s image, strengthen its brand, enliven morale and even raise the value 
of its stock.
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The rationale for CSR as defi ned by Hillman and Keim (2001) is based on two propositions. 
First, there is a moral imperative for businesses to ‘do the right thing’ without regard to how 
such decisions affect fi rm performance (the social issues argument) and second, fi rms can 
achieve competitive advantage by tying CSR activities to primary stakeholders (the stakehold-
ers argument). Their research in 500 fi rms implied that investing in stakeholder management 
may be complementary to shareholder value creation and could indeed provide a basis for 
competitive advantage as important resources and capabilities are created that differentiate a 
fi rm from its competitors. However, participating in social issues beyond the direct stakehold-
ers may adversely affect a fi rm’s ability to create shareholder wealth.

It can be argued, as do Moran and Ghoshal (1996), ‘that what is good for society does not nec-
essarily have to be bad for the fi rm, and what is good for the fi rm does not necessarily have to 
come at a cost to society’. It could be argued, more cynically, that there is room for enlightened 
self-interest that involves doing well by doing good.

Much research has been conducted into the relationship between CSR and fi rm performance, 
with mixed results. For example, Russo and Fouts (1997) found that there was a positive rela-
tionship between environmental performance and fi nancial performance. Hillman and Keim 
(2001) found that if the socially responsible activity were directly related to primary stake-
holders, then investments may benefi t not only stakeholders but also result in increased share-
holder wealth. However, participation in social issues beyond the direct stakeholders may 
adversely affect a fi rm’s ability to create shareholder wealth.
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Developing a CSR strategy

The basis for developing a CSR strategy is provided by the following competency framework 
of the CSR Academy (2006), which is made up of six characteristics.

CSR competency framework

1. Understanding society – understanding how business operates in the broader 
context and knowing the social and environmental impact that the business has on 
society.

2. Building capacity – building the capacity of others to help manage the business 
effectively. For example, suppliers understand the business’s approach to the envi-
ronment and employees can apply social and environmental concerns in their day-
to-day roles.

3. Questioning business as usual – individuals continually questioning the business 
in relation to a more sustainable future and being open to improving the quality of 
life and the environment.

4. Stakeholder relations – understanding who the key stakeholders are and the risks 
and opportunities they present. Working with them through consultation and 
taking their views into account.

5. Strategic view – ensuring that social and environmental views are included in the 
business strategy so that they are integral to the way the business operates.

6. Harnessing diversity – respecting that people are different, which is refl ected in fair 
and transparent business practices.

To develop and implement a CSR strategy based on these principles it is necessary to:

understand the business and social environment in which the fi rm operates; •

understand the business and HR strategies and how the CSR strategy should be aligned  •
to them;

know who the stakeholders are (including top management) and fi nd out their views  •
and expectations on CSR;

identify the areas in which CSR activities might take place by reference to their rele- •
vance in the business context of the organization and an evaluation of their signifi cance 
to stakeholders;
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prioritize as necessary on the basis of an assessment of the relevance and signifi cance of  •
CSR to the organization and its stakeholders and the practicalities of introducing the 
activity or practice;

draw up the strategy and make the case for it to top management and the  •
stakeholders;

obtain approval for the CSR strategy from top management and key stakeholders; •

communicate information on the whys and wherefores of the strategy comprehen- •
sively and regularly;

provide training to employees on the skills they need in implementing the CSR  •
strategy;

measure and evaluate the effectiveness of CSR. •

Corporate social responsibility – key learning points

The meaning of corporate social 
responsibility (CSR)

CSR refers to the actions taken by busi-
nesses that further some social good beyond 
the interests of the fi rm and that which is 
required by law. It is concerned with the 
impact of business behaviour on society 
and can be regarded as a process of inte-
grating business and society.

CSR strategy

CSR strategy determines how socially 
responsible behaviour is exercised both 
outside and within the fi rm.

CSR activities

CSR activities include incorporating social 
characteristics or features into products 
and manufacturing processes, adopting 
progressive human resource management 
practices, achieving higher levels of 

environmental performance through recy-
cling and pollution abatement, and advanc-
ing the goals of community organizations.

The rationale for CSR

There are two arguments for CSR (Hillman 
and Keim, 2001). First, there is a moral 
imperative for businesses to ‘do the right 
thing’ without regard to how such decisions 
affect fi rm performance (the social issues 
argument) and second, fi rms can achieve 
competitive advantage by tying CSR activi-
ties to primary stakeholders (the stakehold-
ers argument).

Developing a CSR strategy

Identify the areas in which CSR  •
activities might take place by refer-
ence to their relevance in the busi-
ness context of the organization and 
an evaluation of their signifi cance to 
stakeholders.
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Questions

1. What does the concept of corporate social responsibility (CSR) mean and what are the 
main activities involved? Review the situation in your own organization and identify 
what CSR activities are taking place and what more could be done.

2. Comment on the following remarks: ‘The most important thing a corporation can do 
for society, and for any community, is contribute to a prosperous economy’ (Porter and 
Kramer, 2006). ‘Profi ts should be a refl ection not of corporate greed but a vote of confi -
dence from society that what is offered by a fi rm is valued’ (Matsushita, 2000).

3. You have been asked by your HR director to produce a memorandum setting out the 
business case on why the company should develop a more active corporate responsibil-
ity strategy. You looked at the research conducted by IRS (Egan, 2006) and came across 
the following information: ‘The main motivation for employers in engaging in commu-
nity and charitable work seem to be varied and sometimes interlinked. The following 
factors were cited by 12 organizations each: to enhance corporate image/reputation, to 
promote the business and to improve employee satisfaction and motivation. The desire 
to help others was mentioned by 10, with seven wishing to help employee development 
and four hoping to boost recruitment and retention. Two organizations each mentioned 
the aims of enhancing profi tability, helping acquire public sector contracts and helping 
to acquire other contracts. Just one employer was motivated by a sense of moral obliga-
tion.’ Taking into account these varied arguments, produce the business case.

Corporate social responsibility – key learning points (continued)

Prioritize as necessary on the basis  •
of an assessment of the relevance 
and signifi cance of CSR to the 
organization and its stakeholders 
and the practicalities of introducing 
the activity or practice.

Draw up the strategy and make the  •
case for it to top management and 
the stakeholders in order to obtain 
their approval.

Communicate information on the  •
strategy comprehensively and 
regularly.

Provide training to employees on  •
the skills they need in implementing 
the CSR strategy.
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Research Methods

Key concepts and terms

Central tendency •

Chi-squared test •

Correlation •

Critical evaluation •

Deduction •

Dispersion •

Evidence-based •

Experimental design •

Falsifi cation •

Frequency •

Grounded theory •

Hypothesis •

Induction •

Likert scale •

Linear regression •

Multivariate analysis •

Null hypothesis •

Paradigm •

Phenomenology •

Primary source •

Positivism •

Proposition •

Qualitative research •

Quantitative research •

Reductionism •

Regression •

The research question •

Secondary source •

Signifi cance •

Theory •

174 
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On completing this chapter you should be able to defi ne these key concepts. 
You should also know about:

Learning outcomes

The nature of research •

Planning and conducting research  •
programmes

Approaches to research •

The basics of statistical analysis •

Research philosophy •

Literature reviews •

Methods of collecting data •

Introduction

HRM specialists and those studying for HR professional qualifi cations may be involved in 
conducting or taking part in research projects. Postgraduate students will almost certainly do 
so. Qualifi ed HR specialists should keep up to date as part of their continuous professional 
development by studying publications such as those produced by the CIPD, which present 
research fi ndings, or by reading articles in HR journals such as People Management or aca-
demic journals based on research. Students must extend their understanding of HRM through 
reading about research fi ndings.

The purpose of this chapter is to explain what is involved in planning and conducting research 
projects. This will be done against the background of a review of the nature and philosophy of 
research. Descriptions will be given of the main approaches used by researchers, including lit-
erature reviews, quantitative and qualitative methods and collecting and analysing data.

The nature of research

Research is concerned with establishing what is and from this predicting what will be. It does 
not decide what ought to be; that is for human beings interpreting the lessons from research 
in their own context. Research is about the conception and testing of ideas. This is an induc-
tive, creative and imaginative process, although new information is normally obtained within 
the framework of existing theory and knowledge. Logic and rational argument are methods of 
testing ideas after they have been created.

What emerges from research is a theory – a well-established explanatory principle that has 
been tested and can be used to make predictions of future developments. A theory is produced 
by clear, logical and linear development of argument with a close relationship between 
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information, hypothesis and conclusion. Quality of information is a criterion for good research 
as is the use of critical evaluation techniques, which are described later in this chapter.

The production of narratives that depict events (case studies) or the collection of data through 
surveys, are elements in research programmes but they can stand alone as useful pieces of 
information that illustrate practice.

Research methodology is based on research philosophy and uses a number of approaches, as 
described later. There is usually a choice about which philosophy or approach or which com-
bination of them should be used.

The characteristics of good research

The characteristics of good research, as identifi ed by Phillips and Pugh (1987) are fi rst, it is 
based on an open system of thought that requires continually testing, review and criticism of 
other ideas and a willingness to hazard new ideas. Second, the researcher must always be pre-
pared to examine data critically, and to request the evidence behind conclusions drawn by 
others. Third, the researcher should always try to generalize the research but within stated 
limits. This means attempting to extract understanding from one situation and to apply it to 
as many other situations as possible.

Research philosophy

Research can be based on a philosophy of positivism or phenomenology.

Positivism

Positivism is the belief that researchers should focus on facts (observable reality), look for cau-
sality and fundamental laws, reduce phenomena to their simplest elements (reductionism), 
formulate hypotheses and then test them. Researchers are objective analysts. The emphasis in 
positivism is on quantifi able observations that lend themselves to statistical analysis. It tends 
to be deductive (see page 187).

Phenomenology

Phenomenology focuses more on the meaning of phenomena than on the facts associated 
with them. Researchers adopting this philosophy try to understand what is happening. Their 
approach is holistic, covering the complete picture, rather than reductionist. Researchers 
collect and analyse evidence, but their purpose is to use this data to develop ideas that explain 
the meaning of things. They believe that reality is socially constructed rather than objectively 
determined. Using a phenomenological approach means that the research unfolds as it pro-



Human Resource Management Research Methods 177

ceeds – early evidence is used to indicate how to move on to the next stage of evidence collec-
tion and analysis, and so on. It tends to be inductive (see page 187).

Table 10.1 Alternative research philosophies

Advantages and disadvantages of alternative research philosophies
(Easterby-Smith et al, 1991)

Positivism Phenomenology

Advantages Disadvantages Advantages Disadvantages

Wide coverage of  •
the range of 
situations

Can be fast and  •
economical

May be relevant  •
to policy decisions 
when statistics are 
aggregated in 
large samples

Methods tend to  •
be fl exible and 
artifi cial

Not very effective  •
in understanding 
processes or the 
signifi cance 
people attach to 
actions

Not very helpful  •
in generating 
theories

Because they  •
focus on what is 
or what has been 
recently, they 
make it hard for 
policy makers to 
infer what actions 
should take place 
in the future

Can look at  •
change processes 
over time

Help to under- •
stand people’s 
meanings

Help to adjust to  •
new issues and 
ideas as they 
emerge

Contribute to the  •
development of 
new theories

Gather data that is  •
seen as natural 
rather than 
artifi cial

Data gathering  •
can take up a 
great deal of time 
and resources

The analysis and  •
interpretation of 
data may be 
diffi cult

May be harder  •
than a positivist 
approach to 
control pace, 
progress and 
endpoints

Policy makers  •
may give low 
credibility to a 
phenomenological 
study

As Valentin (2006) has commented:

A positivist perspective has dominated mainstream management research and theory. 
This assumes a broad consensus concerning the goals and practices of management. 
Management is seen as a purely instrumental process, objective, neutral, simply con-
cerned with methods to ensure control and effi ciency in organizations.
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Planning and conducting research programmes

Against this background, the steps required to plan and conduct a research programme are as 
follows:

 1. Defi ne research area. This should be one that interests the researcher and has a clear link 
to an accepted theory or an important issue that is worth exploring. The research should 
generate fresh insights into the topic. It is necessary to undertake background reading at 
this stage by means of a preliminary review of the literature (particularly academic jour-
nals but also books, especially those based on research) to identify what has already been 
achieved in this area and any gaps (academic articles often include proposals for further 
research). The context within which the research is to be carried out needs to be explained 
and justifi ed.

 2. Formulate initial research question. This provides a rationale for the research. It is in effect 
a statement that answers the questions: ‘What is this research project intended to address 
and what is its potential contribution to increasing knowledge?’ At this stage it is based on 
the outcome of the initial work carried out in Step 1 but it will be refi ned and reformu-
lated at a later stage when more information about the research has been made available.

 3. Review literature. A literature review will focus mainly on academic journals. The aim is 
to establish what is already known about the topic, identify existing theoretical frame-
works and fi nd out what other relevant research has been carried out. The conduct of lit-
erature reviews is considered in more detail on page 180 of this chapter.

 4. Develop theoretical framework. It is necessary to conduct the research within a clear theo-
retical framework. This will set out the models, concepts and theories that can be drawn 
on and developed to provide an answer to the research question. If an appropriate frame-
work does not exist, a grounded theory approach (see page 188) may be required in which 
the researcher uses empirical evidence directly to establish the concepts and relationships 
that will be contained in the theory adopted as the research framework. It is important to 
be clear about the assumptions, conditions and limitations within which the investigation 
is taking place.

 5. Finalize the research question. The initial research question needs to be fi nalized in the 
light of the outcome of the earlier steps. The fi nal research question will identify the issues 
to be explored and the problems to be investigated. It will include a statement of intent 
that will set out what the research is to achieve. This statement leads to the formulation of 
the hypotheses or propositions that will be tested by survey or experiment during the 
research programme.

 6. Formulate hypotheses or propositions. An hypothesis provisionally states a relationship 
between two concepts in such a way that the consequences of the statement being true can 
be tested. Hypotheses (there may be more than one) indicate the form the research project 
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will take in the shape of obtaining and analysing the evidence required to test them. 
Hypotheses may be attached to the statement of the research question. A proposition is a 
proposal put forward as an explanation of an event, a possible situation or a form of 
behaviour that will be tested by the research.

 7. Design the research. This means considering initially what research philosophy will be 
adopted. Is it to be positivist, phenomenological, or both? It is then necessary to establish 
the methodology. A decision will need to be made on the extent to which the research will 
be quantitative, qualitative or, again, a combination of the two (see page 181). Methods of 
collecting and analysing evidence and testing hypotheses or propositions will be described. 
The sources of evidence and how they will be accessed will be identifi ed. This will include 
the analysis of primary and secondary source documents, further literature reviews, 
surveys and fi eld work. The design must clearly indicate how it will address the research 
question and be consistent with the theoretical framework. If at a later stage this is shown 
not to be the case, then the design will have to be amended.

 8. Draw up research programme. This will cover how the research will be conducted, the 
timetable and the resources (funding, people, software, etc) required. Careful project plan-
ning is essential.

 9. Prepare and submit proposal. This will justify the research by setting out the research 
question and the proposed methodology. It will also describe the programme and the 
resources required.

10. Conduct the research project. This includes obtaining and analysing the evidence from the 
various sources needed to answer the research question and prove or disprove hypotheses. 
The signifi cance of the fi ndings in relation to the research question and the hypotheses 
will be discussed and reference will be made to relevant information provided in the lit-
erature. This involves an extended literature review (see page 180), data collection (see 
pages 182–87) the use of critical evaluation processes (see pages 189–91) and the use of 
statistical analysis where relevant (see pages 191–95).

11. Develop conclusions. These draw together all the evidence. They provide the answer to the 
research question and explain why hypotheses have been accepted or rejected. The signifi -
cance of the fi ndings will also be assessed in terms of how they contribute to the develop-
ment of existing knowledge and understanding. Any limitations to the study should also 
be mentioned.

12. Make recommendations. These set out management guidelines emerging from the 
research. They may also indicate any follow-up actions required if the research has been 
conducted within an organization.

Further guidance on conducting HRM research programmes is provided by Anderson 
(2004).
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The ethics of research

There are a number of ethical issues that affect research. They include the need for researchers 
generally to act with integrity, for example in their dealings with the organization in which 
they are researching and the people they deal with. They must also respect the rights of partici-
pants by not publishing any information that might harm their interests and to be honest 
about their role when participating in research, especially when they are participating 
observers.

Literature reviews

Literature reviews or searches are essential preliminary steps in any research project. They 
often focus on articles in academic journals although textbooks may also be consulted, espe-
cially if they are based on research. It is necessary to know what has already been covered and 
the theories that have been developed to provide leads and reference points or as the basis for 
a grounded theory approach.

Literature searches in academic journals are much easier now by means of the Business Source 
Corporate database made available through EBSCO. CIPD members can access this through 
the CIPD website, on which about 350 journals are available. In most cases articles can be 
downloaded free of charge although some journals restrict this service for the fi rst 12 months 
after publication. Searches can be made by subject matter, but unless the research is refi ned a 
huge number of references may be turned up – searching ‘performance management’ pro-
duces more than 6,000 results! The search can be extended through the references included in 
articles. A checklist to use when evaluating an article or text is given below.

Literature evaluation checklist

To what extent is the article/text relevant to my research? •

What was the aim of the article/text? •

To what extent was this aim achieved? •

Are the fi ndings supported by rigorous and convincing research? •

Does the article/text present new and interesting ideas or perspectives? •

Is the article/text clear and persuasive? •

To what extent do I agree with the views expressed? •
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Quantitative and qualitative methods of research

One of the key decisions to be made in planning and conducting a research programme is the 
extent to which quantitative methods (which broadly follow the positivist philosophy) or 
qualitative methods (which broadly follow the phenomenological philosophy) are used.

Quantitative research

Quantitative research is empirical – based on the collection of factual data that is measured and 
quantifi ed. It answers research questions from the viewpoint of the researcher. It may involve a con-
siderable amount of statistical analysis using methods for collecting the data through question-
naires, surveys, observation and experiment. The collection of data is distinct from its analysis.

Qualitative research

Qualitative research aims to generate insights into situations and behaviour so that the meaning 
of what is happening can be understood. It emphasizes the interpretation of behaviour from 
the viewpoint of the participants. It is based on evidence that may not be easily reduced to 
numbers. It makes use of interviews, case studies and observation but it may also draw on the 
information obtained from surveys. It may produce narratives or ‘stories’ describing situa-
tions, events or processes.

Comparison and use of quantitative or qualitative research

Quantitative research measures and predicts, whereas qualitative research describes and under-
stands; see Table 10.2.

Table 10.2 Contrasts between quantitative and qualitative research (Bryman and Bell, 2007)

Quantitative research Qualitative research

numbers words

researcher distant researcher close

macro micro

hard data soft data

theory testing theory building

static process

structured unstructured
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As Valentin (2006) notes, mainstream management journals, especially US ones, focus on empir-
ical research using quantitative methodologies. There is a growing trend in the UK to follow suit, 
but in Europe there is greater preference for qualitative over quantitative methods, with case 
studies being a popular approach, at least for HRD (human resource development) research.

However, the distinction between qualitative and quantitative research is sometimes blurred. 
Easterby-Smith et al (1991) mention that increasingly researchers argue that an attempt should 
be made to mix methods to some extent because this will provide more perspectives on the 
phenomena to be investigated.

Methods of collecting data

The main methods of collecting data are interviews, questionnaires, surveys, case studies, 
observation, diaries and experimental designs.

Interviews

Interviews are an important research method. They obtain factual data and insights into atti-
tudes and feelings and can take three forms:

1. Structured, which means that they are entirely concerned with obtaining answers to a pre-
prepared set of questions. This ensures that every topic is covered and minimizes varia-
tions between respondents. But they may be too rigid and inhibit spontaneous and 
revealing reactions.

2. Unstructured, which means that no questions have been prepared in advance and the 
person being interviewed is left free to talk about the subject without interruption or 
intervention. Such ‘non-directive’ interviews are supposed to provide greater insight into 
the interviewee’s perspective, avoid fi tting respondents into predetermined categories and 
enable interviewers to explore issues as they arise. But they can be inconsequential and 
lead to poor data that are diffi cult to analyse.

3. Semi-structured, which means that the areas of interest have been predetermined and the 
key questions to be asked or information to be obtained have been identifi ed. The inter-
view may have a checklist but does not follow this rigidly. This approach enables the inter-
viewer to phrase questions and vary their order to suit the special characteristics of each 
interviewee. It may avoid the problems of the completely structured or unstructured inter-
view but it does require a considerable degree of skill on the part of the interviewer.

Interviews are basically qualitative but they can become more quantitative by the use of content 
analysis. This records the number of times reference is made in an interview to the key issues 
or areas of interest it was intended to cover.
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The advantages of interviews are that they obtain information directly from people involved 
in the area that is being researched and can provide insights into attitudes and perspectives 
that questionnaires and surveys will not reveal, thus promoting in-depth understanding. They 
enable the interviewer to probe answers and check that questions had been understood. But 
the disadvantages are that:

the construction of the interview questions may result in leading questions or bland  •
answers;

interviewers may infl uence the interviewees’ reactions by imposing their own reference  •
frame;

respondents may tell interviewers what they want to hear; •

they are time-consuming – to set up, to conduct and to analyse; •

they require considerable interviewing skills including the abilities to recognize what is  •
important and relevant, to probe when necessary, and to listen and to control the inter-
view so that it covers the ground it was intended to cover.

Questionnaires

Questionnaires collect data systematically by obtaining answers on the key issues and opinions 
that need to be explored in a research project. They are frequently used as a means of gathering 
information on matters of fact or opinion. They use a variety of methods, namely closed ques-
tions that require a yes or no answer, ranking in order of importance or value, or Likert scales. 
The latter, named after Rensis Likert the US sociologist who invented them, ask respondents to 
indicate the extent to which they agree or disagree with a statement. For example, in response 
to a statements such as ‘I like my job’ the choice may be 1 strongly agree, 2 agree, 3 disagree, 4 
strongly disagree. Alternatively, an extended scale may be used and respondents asked to circle 
the number that refl ects their view about the statement (the higher the number the greater the 
agreement), for example:

My contribution is fully recognized 1 2 3 4 5 6 7 8 9

Extended scales facilitate the quantitative analysis of responses to questionnaires.

To construct and use a questionnaire effectively it is necessary to:

Identify the key issues and potential questions. •

Ensure questions are clear. •

Avoid asking two questions in one item. •

Avoid leading questions that supply their own answers. •
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Decide on the structure of the questionnaire including its length (not too many items)  •
and the choice of scale.

Code questions for ease of analysis. •

Start with simple factual questions, moving on later to items of opinion or values. •

Add variety and the opportunity to check consistency by interspersing positive state- •
ments such as ‘I like working for my boss’ with occasional associated negative ones such 
as ‘I do not get adequate support from my boss’.

Pilot test the questionnaire. •

Code results and analyse. Where rating scales have been used the analysis can be quan- •
tifi ed for comparison purposes. Content analysis can be used to analyse narrative 
answers to open-ended questions.

Questionnaires are effective in gathering factual evidence but are not so useful for researchers 
who are investigating how or why things are happening. It is also impossible to assess the 
degree of subjectivity that has crept in when expressing opinions. For example, HR managers 
may give an opinion on the extent to which a performance-related pay scheme has in fact 
improved performance but the evidence to support that opinion will be lacking. This is where 
interviews can be much more informative.

Surveys

Surveys obtain information from a defi ned population of people. Typically, they are based on ques-
tionnaires but they can provide more powerful data than other methods by using a combination of 
questionnaires and interviews and, possibly, focus groups (groups of people gathered together to 
answer and discuss specifi c questions). When developing and administering surveys the issues are:

The defi nition of the purpose of the survey and the outcomes hoped for – these must  •
be as precise as possible.

The population to be covered – this may involve a census of the whole population. If  •
the population is large, sampling will be necessary (see below).

The choice of methods – relying entirely on questionnaires may limit the validity of the  •
fi ndings. It is better, if time and the availability of fi nance permit, to complement them 
with interviews and, possibly, focus groups. Consideration has to be given to the extent 
to which triangulation (comparing the information obtained from different sources) is 
desirable (it usually is) and possible.

The questions to which answers are required, whichever method is used. •

The design of questionnaires and the ways in which interview or focus groups, if used,  •
should be structured.
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How the outcome of the survey will be analysed and presented, including the use of  •
case studies.

In using surveys, and possibly other methods, it may not be feasible to cover the whole popula-
tion (the sampling frame) and sampling will therefore be necessary. Sampling means that a 
proportion of the total population is selected for study and the aim is to see that this propor-
tion represents the characteristics of the whole population. The sample must not be biased and 
that is why in large-scale surveys use is made of random sampling, ie the individuals covered 
by a survey are not selected in accordance with any criteria except that they exist in the popu-
lation and can be reached by the survey. It is the equivalent of drawing numbers out of a hat. 
However, if the sample frame is considered to be already arranged randomly, as in the electoral 
roll, then structured sampling, that is, sampling at regular intervals, can be employed.

Sampling can produce varying degrees of error depending on the size of the sample. Statistical 
techniques can be used to establish sample errors and confi dence limits. For example, they 
might establish that a sampling error is 3 per cent and the confi dence limit is 95 per cent. This 
could be reasonably satisfactory, depending on the nature of the research (medical research 
aims to achieve 100 per cent confi dence).

Case study

A case study is a description or history of an event or sequence of events in a real life setting. 
In learning and development, case studies are analysed by trainees to learn something by diag-
nosing the causes of a problem and working out how to solve it.

Case studies are used extensively in HRM research as a means of collecting empirical evidence 
in a real life context. Information is collected about an event or a set of events that establishes 
what has happened, how it happened and why it happened. Case studies provide information 
that contributes to the creation of a theory as part of a grounded theory approach, or the vali-
dation of an established theory. In addition, they can take the form of stories or narratives that 
illuminate a decision or a set of decisions, why they were taken, how they were implemented 
and with what result. They can illustrate a total situation and describe the processes involved 
and how individuals and groups behave in a social setting.

Case study protocol sets out the objectives of the research, how the case study will support the 
achievement of those objectives, including the evidence required, and how the work of pro-
ducing the case study will be conducted. The methodology covers:

sources of evidence – interviews, observation, documents and records; •

the need to use multiple sources of evidence (triangulation) so far as possible; •

the questions to which answers need to be obtained; •
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how the case study should be set up including informing those involved of what is  •
taking place and enlisting their support;

the schedule of interviews and other evidence collection activities; •

how the case study database recording the evidence will be set up and maintained; •

how the case study will be presented – including the chain of evidence so that the  •
reader can follow the argument and trace the development of events, the headings and 
report guidelines (these may be fi nalized during the course of the exercise) and whether 
or not the name of the organization will be revealed on publication (named cases 
studies are more convincing than anonymous ones);

how approval will be sought for the publication of the case study, especially if it reveals  •
the name of the organization.

Case studies are useful ways of collecting information on the reality of organizational life and 
processes. But there is a danger of the studies being no more than a story or an anecdote that 
does not contribute to greater knowledge or understanding. Quite a lot of skill and persistence 
is required from the researcher in gaining support, ensuring that relevant and revealing infor-
mation is obtained and presenting the case study as a convincing narrative from which valid 
and interesting conclusions can be derived. All this must be done without taking a biased view, 
which can be diffi cult.

Observation

Observation of individuals or groups at work is a method of getting a direct and realistic 
impression of what is happening. It can be done by a detached or an involved observer, or by 
participant observation.

Detached observers who simply study what is going on without getting involved with the 
people concerned may only get a superfi cial impression of what is happening and may be 
resented by the people under observation as ‘eaves-dropping’. Involved observers work closely 
with employees and can move around, observe and participate as appropriate. This means that 
they can get closer to events and are more likely to be accepted, especially if the objectives and 
methods have been agreed in advance. Participant observation in the fullest sense means that 
the researcher becomes an employee and experiences the work and the social processes that 
take place at fi rst hand. This can provide powerful insights but is time-consuming and requires 
considerable skill and persistence.

The issues with any form of observation are getting close enough to events to understand their 
signifi cance and then analysing the mass of information that might be produced in order to 
produce fi ndings that contribute to answering the research question.
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Diaries

Getting people to complete diaries of what they do is a method of building a realistic picture 
of how people, especially managers, spend their time.

Experimental designs

Experimental designs involve setting up an experimental group and a control group and then 
placing subjects at random in one or other group. The conditions under which the experimen-
tal group functions are then manipulated and the outcomes compared with the control group, 
whose conditions remain unchanged. The classic case of an experimental design was the 
Hawthorne experiment, the results of which had a major impact on thinking about how groups 
function and on the human relations movement. But this was exceptional. It is much easier to 
use experiments in a laboratory setting, as has been done many times with students. But there 
is always the feeling that such experiments do not really refl ect real life conditions.

Processes involved in research

This section describes the logical, analytical and critical thinking processes that are used in 
research, namely deduction, induction, hypothesis testing, grounded theory, paradigms and 
critical evaluation.

Deduction

Research involves deduction, which is the process of using logical reasoning to reach a conclu-
sion that necessarily follows from general or universal premises. If the premises are correct, so 
is the deduction. The conclusion is therefore contained within the evidence. It is not a creative 
or imaginative argument which produces new ideas.

Induction

Research can also be based on induction, which is the process of reaching generalized conclu-
sions from the observation of particular instances. In contrast to deduction, inductive conclu-
sions may be tentative but they contain new ideas. A creative leap may be required to reach 
them. Karl Popper (1972) referred to the problem of induction, which is that while science is 
seen as rational, deductive, logical, certain and objective, scientifi c progress seems to depend 
on processes that are imaginative, not entirely logical and tentative. But in research both deduc-
tive and inductive reasoning can be used in hypothesis testing.
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Hypothesis testing

Formulating a hypothesis is an important element in a research project in that it provides a 
basis for the development of theory and the collection and analysis of data. A hypothesis is a 
supposition – a tentative explanation of something. It is a provisional statement that is taken 
to be true for the purpose of argument or a study and usually relates to an existing wider body 
of knowledge or theory. A hypothesis has to be tested and should be distinguished from a 
theory which, by defi nition, has been tested. A good hypothesis contains two concepts and 
proposes a relationship between the two. A working hypothesis is a general hypothesis that has 
been operationalized so that it can be tested.

Hypothesis formulation and testing use the strengths of both deductive and inductive argu-
ment; the former entirely conclusive but unimaginative, the latter tentative but creative. 
Induction produces ideas, deduction tests them.

To test a hypothesis, data have to be obtained that will demonstrate that the predicted conse-
quences are true or false. Simply leaping to the conclusion that a hypothesis is true because a 
single cause of the consequence has been observed falls into the trap of what logicians call the 
‘fallacy of affi rming the consequent’. There may be alternative and more valid causes. The pre-
ferred method of testing is that of denying the consequent. This is ‘falsifi cation’ as advocated 
by Karl Popper (1959). His view was that however much data may be assembled to support a 
hypothesis, it is not possible to reach a conclusive proof of the truth of that hypothesis. Popper 
therefore proposed that it was insuffi cient simply to assemble confi rmatory evidence. What 
must also be obtained is evidence that refutes the hypothesis. Only one instance of refutation 
is needed to falsify a theory, whereas however many confi rmations of the theory exist it will 
still not be proved conclusively. I had the good fortune to be taught by Popper at the LSE and 
he illustrated his concept of falsifi cation with swans. The hypothesis is that all swans are white 
and someone who stayed in Great Britain and didn’t visit a zoo might think that this was the 
case. But a visit to Australia would lead to the discovery that swans can also be black. It is best, 
according to Popper, to take a falsifi cation view and search for swans that are not white. This 
would mean that the original hypothesis would have to be modifi ed to state that swans can be 
either white or black.

Grounded theory

Grounded theory is an inductive method of developing the general features of a theory by 
grounding the account in empirical observations or evidence. The researcher uses empirical 
evidence directly to establish the concepts and relationships that will be contained in the 
theory. Evidence is collected from both primary sources (ie obtained directly by the researcher 
from the originator of the evidence) and secondary sources (ie information that is already 
available in the literature or the internet). Use is made of triangulation – the corroboration of 
evidence by comparing what has emerged from different sources.
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Paradigm

The term ‘paradigm’ has become popularized as meaning a way of looking at things. It is often 
used loosely, but properly it means the philosophical and theoretical framework of a scientifi c 
school or discipline within which theories, laws and generalizations and the experiments per-
formed in support of them, are formulated. In other words, it is a common perspective that 
underpins the work of theorists so that they use the same approach to conducting research.

Critical evaluation

Critical evaluation involves making informed judgements about the value of ideas and argu-
ments. It uses critical thinking, which is the process of analysing and evaluating the quality of 
ideas, theories and concepts in order to establish the degree to which they are valid and sup-
ported by the evidence (evidence-based) and the extent to which they are biased. It means 
refl ecting on and interpreting data, drawing warranted conclusions and identifying faulty rea-
soning, assumptions and biases. It is necessary to test propositions using the following 
checklist.

Testing propositions checklist

Was the scope of the investigation suffi ciently comprehensive? •

Are the instances representative or are they selected simply to support a point of  •
view?

Are there contradictory instances that have not been looked for? •

Does the proposition confl ict with other propositions for which there are equally  •
good grounds?

If there are any confl icting beliefs or contradictory items of evidence, have they  •
been put to the test against the original proposition?

Could the evidence lead to other equally valid conclusions? •

Are there any other factors that have not been taken into account which may  •
have infl uenced the evidence and, therefore, the conclusion?

Critical evaluation requires clear thinking and the application of logical reasoning to establish 
the validity of a proposition, concept or idea. It is necessary to spot fallacious and misleading 
arguments. A fallacy is an unsound form of argument leading to an error in reasoning or a 
misleading impression. The most common form of fallacies that need to be discerned in other 
people’s arguments or avoided in one’s own are summarized below.
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Common logical fallacies

Sweeping statements – over-simplifying the facts or selecting instances favour- •
able to a contention while ignoring those that confl ict with it.

Potted thinking – using slogans and catch phrases to extend an assertion in an  •
unwarrantable fashion.

Special pleading – focusing too much on one’s own case and failing to see that  •
there may be other points of view.

Reaching false conclusions – forming the view that because some are then all  •
are. An assertion about several cases is twisted into an assertion about all cases. 
The conclusion does not follow the premise. This is what logicians call the 
‘undistributed middle’, which occurs when a syllogism is expressed as: All A is B. 
All C is B. Therefore all A is C. The conclusion all A is C is false because although 
everything that applies to A and C also applies to B, there is nothing in their 
relationship to B which connects A and C together.

Affi rming the consequent – leaping to the conclusion that a hypothesis is true  •
because a single cause of the consequence has been observed.

Begging the question – taking for granted what has yet to be proved. •

Chop logic – ‘Contrariwise’, continued Tweedledee, ‘if it was so, it might be, and  •
if it were so, it would be; but as it isn’t it ain’t. That’s logic.’ Chop logic may not 
always be as bad as that, but it is about drawing false conclusions and using 
dubious methods of argument. Examples are selecting instances favourable to a 
contention while ignoring those that contend with it; twisting an argument 
used by an opponent to mean something quite different from what was intended; 
diverting opponents by throwing on them the burden of proof for something 
they have not maintained; ignoring the point in dispute, and reiterating what 
has been denied and ignoring what has been asserted. Politicians know all about 
chop logic.

The following checklist can be used when carrying out critical evaluation.

Critical evaluation checklist

Is the research methodology suffi ciently rigorous and appropriate? •

Are the results and conclusions consistent with the methodology used and its  •
outcomes?
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Statistical analysis

Whichever approach or combination of approaches is used, the results have to be analysed and 
presented in reports, journal articles, papers or books. Quantitative research clearly involves 
statistical analysis. Reports on qualitative research may be largely descriptive but qualitative 
research is often supported by quantitative research, and statistical analysis to illuminate and 
support fi ndings may still be required.

In general, the statistical analysis of quantifi ed information is used to:

identify and convey salient facts about the population under consideration; •

test hypotheses; •

make predictions on what is likely to happen; •

build a model that describes how a situation probably works; •

answer questions about the strength of evidence and how much certainty can be  •
attached to predictions and models.

Statistics are used to describe and summarize data relating to a ‘population’, ie a homogeneous 
set of items with variable individual values. This involves measuring frequencies, central ten-
dencies and dispersion. They are also used to analyse the data and the sample from which the 

Have hypotheses been stated clearly and tested thoroughly? •

Do there appear to be any misleading errors of omission or bias? •

Are any of the arguments tendentious? •

Are inferences, fi ndings and conclusions derived from reliable and convincing  •
evidence?

Has a balanced approach been adopted? •

Is the perspective adopted by the researchers stated clearly? •

Have any underlying assumptions been identifi ed and justifi ed? •

Have the component parts been covered in terms of their interrelationships and  •
their relationship with the whole?

Have these component parts been disaggregated for close examination? •

Have they been reconstructed into a coherent whole based on underlying  •
principles?



192 Human Resource Management

data were obtained to measure the relationships between variables (correlation, regression and 
the chi-squared test), to establish the relation between cause and effect (causality) and to assess 
the degree of confi dence that can be attached to conclusions (tests of signifi cance). A wide 
variety of software is available to conduct the more sophisticated analyses.

Frequency

The number of times individual items in a population or set occur is represented in frequency 
distributions expressed in tabular form or graphically. Commonly used charts are illustrated 
in Figure 10.1.

Histogram

Number
of items

Number
of cases

Number
of items

Number
of cases

Frequency
polygon

Pie chart

Figure 10.1 Examples of charts

Measures of central tendency

Measures of central tendency identify the middle or centre of a set of data. There are three types:

1. Arithmetic average or mean – the total of items or scores in a set divided by the number 
of individual items in the set. It may give a distorted picture because of large items at 
either end of the scale.

2. Median – the middle item in a range of items (often used in pay surveys when the arith-
metic mean is likely to be distorted).

3. Mode – the most commonly occurring item.

Measures of dispersion

These are often useful to measure the extent to which the items in a set are dispersed or spread 
over a range of data. This can be done in four ways:

1. By identifying the upper quartile or lower quartile of a range of data. The strict defi nition 
of an upper quartile is that it is the value which 25 per cent of the values in the distribution 
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exceed, and the lower quartile is the value below which 25 per cent of the values in a dis-
tribution occur. More loosely, especially when looking at pay distributions, the upper and 
lower quartiles are treated as ranges rather than points in a scale and represent the top and 
the bottom 25 per cent of the distribution respectively.

2. By presenting the total range of values from top to bottom, which may be misleading if 
there are exceptional items at either end.

3. By calculating the inter-quartile range, which is the range between the value of the upper 
quartile and that of the lower quartile. This can present more revealing information of the 
distribution than the total range.

4. By calculating the standard deviation, which is used to indicate the extent to which the 
items or values in a distribution are grouped together or dispersed in a normal distribu-
tion, ie one which is reasonably symmetrical around its average. As a rule of thumb, two-
thirds of the distribution will be less than one standard deviation from the mean, 95 per 
cent of the distribution will be less than two standard deviations from the mean, and less 
than 1 per cent of the distribution is more than three standard deviations from the mean. 
Another measure of dispersion is variance, which is the square of a standard deviation.

Correlation

Correlation represents the relationship between two variables. If they are highly correlated 
they are strongly connected to one another, and vice versa. In statistics, correlation is measured 
by the coeffi cient of correlation, which varies between -1 to +1 to indicate totally negative and 
totally positive correlations respectively. A correlation of zero means that there is no relation-
ship between the variables. Establishing the extent to which variables are correlated is an 
important feature of HRM research, for example assessing the degree to which a performance 
management system improves organizational performance. But correlations do not indicate 
causal relationships. They can only show that X is associated with Y but this does not mean 
necessarily that X causes Y. Multiple correlation looks at the relationship between more than 
two variables.

Regression

Regression is another way of looking at the relationship between variables. Regression analysis 
examines how changes in levels of X relate to changes in levels of Y. A regression line (a trend 
line or line of best fi t) can be traced on a scattergram expressing values of one variable on one 
axis and values of the other variable on another axis, as shown in Figure 10.2.
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Figure 10.2  A scattergram with regression (trend) line

A trend line like this can be drawn by hand as a line of best fi t but it can be calculated mathe-
matically with greater accuracy. The distances of points from the trend line (the residuals) can 
be calculated as a check on the reliability of the line.

Multiple regression analysis can be conducted with the aid of a computer, which enables the 
values of additional variables to be predicted under various combinations of conditions.

The chi-squared test

The chi-squared test uses a statistical formula to assess the degree of agreement between the 
data actually obtained and that expected under a particular hypothesis.

The null hypothesis approach

A null hypothesis is a method of testing a hypothesis frequently used by researchers in which 
it is assumed that there is no relationship between two or more variables. It asks the question: 
‘Could the hypothetical relationship have been caused by chance?’ If the answer is no, then the 
hypothesis is worth pursuing. However, it does not prove that the hypothesis is correct; it only 
indicates that something is worth pursuing. It can be associated with the chi-squared test.

Causality

Causality – determining the link between independent and dependent variables (cause and 
effect) – is a major issue in research, especially in the HRM fi eld. As mentioned earlier, it may 
be relatively easy to establish correlations in the shape of a demonstration that X is associated 
with Y; it is much more diffi cult and sometimes impossible to prove that X causes Y. There are 
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a number of reasons for this, of which the three set out below are the most important.

First, the issue is complicated because of the need to distinguish between necessary and suffi -
cient causes:

Necessary cause: if X is a necessary cause of Y, then the presence of Y necessarily implies  •
the presence of X. However, the presence of X does not imply that Y will occur.

Suffi cient cause: if X is a suffi cient cause of Y, then the presence of Y necessarily implies  •
the presence of X. However, another cause Z may alternatively cause Y. If so, the pres-
ence of Y does not imply the presence of X.

Second, complications arise because of the phenomenon of multiple causation. There may be 
a number of factors contributing to a result. Researchers pursuing the holy grail of trying to 
establish what HRM contributes to organization performance are usually confronted with a 
number of reasons why a fi rm has done well in addition to adopting ‘best practice’ HRM, 
whatever that is. Statistical methods can be used to ‘control’ some variables, ie eliminate them 
from the analysis, but it is diffi cult if not impossible to ensure that HRM practices have been 
completely isolated and that their direct impact on performance has been measured. 
Multivariate analysis is used where there is more than one dependent variable and where the 
dependent variables cannot be combined.

Third, there is the phenomenon of reverse causation when a cause is pre-dated by an effect – A 
might have caused B but alternatively, B may have come fi rst and be responsible for A. For 
example, it is possible to demonstrate that fi rms with effective performance management 
schemes do better than those without. But it might equally be the case that it is high perform-
ing fi rms that introduce effective performance management. It can be hard to be certain.

Tests of signifi cance

Signifi cance as a statistical concept refers to the degree to which an event could have occurred by 
chance. At the heart of statistical science lies a simple idea which is that the chance or probability 
of various patterns of events can be predicted. When a particular pattern is observed it is possible 
to work out what the chances of its occurrence may be, given our existing state of knowledge or 
by making certain assumptions. If something has been observed that is unlikely to have occurred 
by chance, this occurrence can be accepted as signifi cant. The problem is that any attempt to 
reach general conclusions may have to rely on fragmentary data. It is usually necessary to rely on 
samples of the population being studied and all sampling is subject to experimental error – the 
result can only be expressed in terms of probability and confi dence limits will have to be placed 
on it. These can be calculated in terms of the standard error that might be expected from a 
sample. A standard error is the estimated standard deviation of a sample mean from a true mean. 
This implies that on approximately 95 per cent of occasions the estimate of the mean provided 
by the sample will be within two standard errors of the true mean.
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HRM research methods – key learning points

The nature of research

Research is concerned with establishing 
what is and from this predicting what will 
be. It is about the conception and testing of 
ideas.

Research philosophy

Research design can be based on a philoso-
phy of positivism or phenomenology. 
Positivism is the belief that researchers 
should focus on facts (observable reality), 
look for causality and fundamental laws. 
Phenomenology is concerned more with the 
meaning of phenomena than the facts asso-
ciated with them.

Planning and conducting research 
programmes

 1. Defi ne research area.

 2. Formulate initial research question.

 3. Review literature.

 4. Assess existing theoretical frameworks.

 5. Formalize the research question.

 6. Formulate hypotheses.

 7. Establish the methodology.

 8. Draw up research programme.

 9. Prepare and submit proposal.

10. Collect and analyse evidence.

11. Develop conclusions.

Literature review

Literature reviews or searches are essential pre-
liminary steps in any research project. They 

often focus on articles in academic journals 
although textbooks may also be consulted, 
especially if they are based on research.

Approaches to research

Research can be quantitative or qualitative. 
It can use inductive or deductive methods. 
It involves the testing of hypotheses and 
may adopt a grounded theory approach, ie 
an inductive method of developing the 
general features of a theory by grounding 
the account in empirical observations or 
evidence. Use may be made of paradigms – 
common perspectives that underpin the 
work of theorists so that they use the same 
approach to conducting research. Informed 
judgements about the value of ideas and 
arguments are made through critical evalu-
ation. It makes use of critical thinking, 
which is the process of analysing and evalu-
ating the quality of ideas, theories and con-
cepts in order to establish the degree to 
which they are valid and supported by the 
evidence.

Methods of collecting data

Interviews obtain factual data and  •
insights into attitudes and feelings 
and can be structured, unstructured 
or semi-structured.

Questionnaires collect data system- •
atically by obtaining answers on the 
key issues and opinions that need to 
be explored in a research project.

Surveys obtain information from a  •
defi ned population of people.
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Questions

1. You have been invited to contribute to a workshop in your local university on research 
management skills. This will involve making a short presentation on ‘Using surveys in 
HR research.’ Outline what you will say and why.

2. A friend who is studying for an MA in HRM has sent you the following e-mail: ‘I under-
stand that when you did your MA you carried out research making extensive use of case 
studies. Could you please explain to me how case studies are used and when it is appro-
priate to do so?’ Provide a convincing reply.

3. What are the main advantages and disadvantages of interviews as a means of collecting 
data in HRM research?

4. A colleague is planning a research project and asks you in an e-mail to explain the dif-
ferences between quantitative and qualitative research and the circumstances when they 
are best used. Produce a justifi ed response.
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HRM research methods – key learning points (continued)

Case studies collect empirical evi- •
dence in a real life context.

The basics of statistical analysis

The statistical analysis of quantifi ed infor-
mation is used to:

identify and convey salient facts  •
about the population under 
consideration;

test hypotheses; •

make predictions on what is likely to  •
happen;

build a model that describes how a  •
situation probably works;

answer questions about the strength  •
of evidence and how much certainty 
can be attached to predictions and 
models.
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Competency-based HRM

Key concepts and terms

Behavioural competencies •

Competency-based HRM •

Competency framework •

Emotional intelligence •

Technical competencies •

Behavioural indicators •

Competency •

Criterion referencing •

Role-specifi c competencies •

On completing this chapter you should be able to defi ne these key concepts. 
You should also know about:

Learning outcomes

The different types of  •
competencies

Reasons for using competencies •

Applications of competency- •
based HRM

Keys to success in using  •
competencies

The contents of competency  •
frameworks

Coverage of competencies •

How to develop a competency  •
framework

Competencies and emotional  •
intelligence

 201
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Introduction

Competency-based HRM is about using the notion of competency and the results of compe-
tency analysis to inform and improve the processes of performance management, recruitment 
and selection, employee development and employee reward. It therefore has an important part 
to play in all the major HR activities.

The concept of competency is essentially about performance. Mansfi eld (1999) defi nes com-
petency is ‘an underlying characteristic of a person that results in effective or superior per-
formance’. Rankin (2002) describes competencies as ‘defi nitions of skills and behaviours that 
organizations expect their staff to practice in their work’ and explains their meaning as 
follows.

The meaning of competencies, Rankin (2004)

Competencies represent the language of performance. They can articulate both 
the expected outcomes from an individual’s efforts and the manner in which 
these activities are carried out. Because everyone in the organization can learn 
to speak this language, competencies provide a common, universally under-
stood means of describing expected performance in many different contexts.
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Competency-based HR is primarily based on the concepts of behavioural and technical com-
petencies as defi ned in the fi rst section of this chapter. But it is also associated with the use of 
National and Scottish National Vocational qualifi cations (NVQs/SNVQs), examined in the 
fi rst section. The next fi ve sections of the chapter concentrate on the application and use of 
behavioural and technical competencies under the following headings: competency frame-
works; reasons for using competencies; use of competencies; guidelines on the development of 
competency frameworks; and keys to success in using competencies. The fi nal section describes 
the associated concept of emotional intelligence.

Types of competencies

The three types of competencies are behavioural competencies, technical competencies and 
NVQs and SNVQs.
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1. Behavioural competencies

Behavioural competencies defi ne behavioural expectations, ie the type of behaviour required 
to deliver results under such headings as team working, communication, leadership and deci-
sion making. They are sometimes known as ‘soft skills’. Behavioural competencies are usually 
set out in a competency framework.

The behavioural competency approach was fi rst advocated by McClelland (1973). He recom-
mended the use of criterion-referenced assessment. Criterion referencing or validation is the 
process of analysing the key aspects of behaviour that differentiate between effective and less 
effective performance.

But the leading fi gure in defi ning and popularizing the concept of competency was Boyatzis 
(1982). He conducted research that established that there was no single factor but a range of 
factors that differentiated successful from less successful performance. These factors included 
personal qualities, motives, experience and behavioural characteristics.

Competency defi ned, Boyatzis (1982)

A capacity that exists in a person that leads to behaviour that meets the job 
demands within the parameters of the organizational environment and that, in 
turn, brings about desired results.
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The ‘clusters’ of competencies he identifi ed were goal and action management, directing sub-
ordinates, human resource management and leadership. He made a distinction between 
threshold competencies, which are the basic competencies required to do a job, and perform-
ance competences, which differentiate between high and low performance.

2. Technical competencies

Technical competencies defi ne what people have to know and be able to do (knowledge and 
skills) to carry out their roles effectively. They are related to either generic roles (groups of 
similar roles), or to individual roles (‘role-specifi c competencies’). They are not usually part of 
a behavioural-based competency framework although of course the two are closely linked 
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when considering and assessing role demands and requirements. Guidelines on defi ning tech-
nical competencies are provided in Chapter 26.

The term ‘technical competency’ has been adopted fairly recently to avoid the confusion that 
existed between the terms ‘competency’ and ‘competence’. Competency, as mentioned above, is 
about behaviours, while competence as defi ned by Woodruffe (1990) is: ‘A work-related 
concept which refers to areas of work at which the person is competent. Competent people at 
work are those who meet their performance expectations.’ Competences are sometimes known 
as ‘hard skills’. The terms ‘technical competencies’ and ‘competences’ are closely related, 
although the latter has a particular and more limited meaning when applied to NVQs/SNVQs, 
as discussed below.

3. NVQ/SNVQ competences

The concept of competence was conceived in the UK as a fundamental part of the process of 
developing standards for NVQs/SNVQs. These specify minimum standards for the achieve-
ment of set tasks and activities expressed in ways that can be observed and assessed with a view 
to certifi cation. An element of competence in NVQ language is a description of something that 
people in given work areas should be able to do. They are assessed on being competent or not 
yet competent. No attempt is made to assess the degree of competence.

Competency frameworks

A competency framework contains defi nitions of the behavioural competencies used in the 
whole or part of an organization. It provides the basis for the use of competencies in such areas 
as recruitment, performance management, learning and development and reward. A survey by 
Competency and Emotional Intelligence (2006/7) established that the 49 frameworks reviewed 
had a total of 553 competency headings. Presumably, many of these overlapped. The typical 
number of competencies was seven, rising to eight where the frameworks apply solely to 
managers.

Competency headings

The most common competencies in frameworks are people skills, although outcome-based 
skills, such as focusing on results and solving problems, are also popular. The competency 
headings included in the frameworks of 20 per cent or more of the organizations responding 
to the survey are shown in Table 11.1. The fi rst seven of these are used in over 50 per cent of 
the respondents.
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Table 11.1 Incidence of different competency headings

Competency heading Summary defi nition % used

Team orientation The ability to work cooperatively and fl exibly with other 
members of the team with a full understanding of the 
role to be played as a team member

86

Communication The ability to communicate clearly and persuasively, 
orally or in writing

73

People management The ability to manage and develop people and gain their 
trust and cooperation to achieve results

67

Customer focus The exercise of unceasing care in looking after the 
interests of external and internal customers to ensure that 
their wants, needs and expectations are met or exceeded

65

Results orientation The desire to get things done well and the ability to set 
and meet challenging goals, create own measures of 
excellence and constantly seek ways of improving 
performance

59

Problem solving The capacity to analyse situations, diagnose problems, 
identify the key issues, establish and evaluate alternative 
courses of action and produce a logical, practical and 
acceptable solution

57

Planning and 
organizing

The ability to decide on courses of action, ensuring that 
the resources required to implement the action will be 
available and scheduling the programme of work 
required to achieve a defi ned end-result

51

Technical skills Possession of the knowledge, understanding and 
expertise required to carry out the work effectively

49

Leadership The capacity to inspire individuals to give of their best to 
achieve a desired result and to maintain effective relation-
ships with individuals and the team as a whole

43

Business awareness The capacity continually to identify and explore business 
opportunities, understand the business needs and 
priorities of the organization and constantly to seek 
methods of ensuring that the organization becomes more 
business-like

37

Decision making The capacity to make sound and practical decisions that 
deal effectively with the issues and are based on thorough 
analysis and diagnosis

37

Change-orientation The ability to manage and accept change 33
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Competency heading Summary defi nition % used

Developing others The desire and capacity to foster the development of 
members of his or her team, providing feedback, support, 
encouragement and coaching

33

Infl uence and 
persuasion

The ability to convince others to agree on or to take a 
course of action

33

Initiative The capacity to take action independently and to assume 
responsibility for one’s actions

29

Interpersonal skills The ability to create and maintain open and constructive 
relationships with others, to respond helpfully to their 
requests and to be sensitive to their needs

29

Strategic orientation The capacity to take a long-term and visionary view of 
the direction to be followed in the future

29

Creativity The ability to originate new practices, concepts and ideas 26

Information 
management

The capacity to originate and use information effectively 26

Quality focus The focus on delivering quality and continuous 
improvement

24

Self-confi dence and 
assertiveness

Belief in oneself and standing up for one’s own rights 24

Self-development Managing one’s own learning and development 22

Managing Managing resources, people, programmes and projects. 20

Examples

The following are two examples of competency frameworks. The fi rst is a fairly simple set of 
competency headings used in a charity mainly for recruitment purposes; the second is an 
example of part of a competency framework in a housing association illustrating the use of 
positive and negative examples for one competency heading. The purpose of these is to extend 
the broad defi nition of a competency by providing examples of positive and negative behav-
iours. The simple defi nitions in the fi rst examples may not prove suffi cient guidance in using 
the competency framework, especially for performance management.

Table 11.1 continued
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Example of a competency framework used in a charity

Achievement/results orientation The desire to get things done well and the  •
ability to set and meet challenging goals, create own measures of excellence and 
constantly seek ways of improving performance.

Business awareness. The capacity continually to identify and explore business  •
opportunities, understand the business opportunities and priorities of the 
organization and constantly to seek methods of ensuring that the organization 
becomes more business-like.

Communication. The ability to communicate clearly and persuasively, orally or  •
in writing.

Customer focus. The exercise of unceasing care in looking after the interests of  •
external and internal customers to ensure that their wants, needs and expecta-
tions are met or exceeded.

Developing others. The desire and capacity to foster the development of  •
members of his or her team, providing feedback, support, encouragement and 
coaching.

Flexibility. The ability to adapt to and work effectively in different situations and  •
to carry out a variety of tasks.

Leadership. The capacity to inspire individuals to give of their best to achieve a  •
desired result and to maintain effective relationships with individuals and the 
team as a whole.

Planning. The ability to decide on courses of action, ensuring that the resources  •
required to implement the action will be available and scheduling the pro-
gramme of work required to achieve a defi ned end-result.

Problem solving. The capacity to analyse situations, diagnose problems, identify  •
the key issues, establish and evaluate alternative courses of action and produce 
a logical, practical and acceptable solution.

Teamwork. The ability to work cooperatively and fl exibly with other members  •
of the team with a full understanding of the role to be played as a team 
member.
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Table 11.2 Reasons for using competencies

Example of competency defi nition illustrated with indicators in a housing association

Competency defi nition Constantly seeking ways of improving the quality of 
services, the relevance and appeal of those services to the 
needs of customers and clients and their effectiveness

Competency requirement Set targets for improvement •
Develop and implement programmes for implementing  •
change

Contribute to the development of quality assurance and  •
control processes and ensure that they are implemented

Positive indicators Encourages the development of new ideas and methods  •
especially those concerned with the provision of quality

Conscious of the factors that enable change to take  •
place smoothly

Discusses ideas with colleagues and customers and  •
formulates views on how to improve services and 
processes

Negative indicators Doesn’t try anything that hasn’t been done before •
Complacent, believes that there is no room for  •
improvement

Follows previous practices without considering whether  •
there is any need to change

The two prime reasons for organizations to use competencies as established by Miller et al 
(2001) were fi rst, that the application of competencies to appraisal, training and other person-
nel processes will help to increase the performance of employees; and second, that competen-
cies provide a means of articulating corporate values so that their requirements can be 
embodied in HR practices and be readily understood by individuals and teams within the 
organization. Other reasons include the use of competencies as a means of achieving cultural 
change and of raising skill levels.
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Coverage of competencies

Coverage of competencies, Miller et al (2001)

22 per cent covered the whole work force with a single set or framework  •
of core competencies (modifi ed in a further 10 per cent of employers by 
the incorporation of additional behavioural competencies for managers 
and other staff);

48 per cent confi ned competencies to specifi c work groups, functions or  •
departments;

20 per cent have a core competency framework that covers all staff in  •
respect of behavioural competencies, alongside sets of technical compe-
tencies in functions or departments.
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Subsequent research (Rankin, 2002) found that 25 per cent of employers using behavioural 
competencies had a core framework, and 19 per cent supplemented the core framework with 
additional competencies for single groups such as managers.

The ‘menu’ approach

Rankin notes that 21 per cent of respondents adopted a ‘menu’ approach. This enables compe-
tencies to be selected that are relevant to generic or individual roles. Approaches vary. Some 
organizations provide guidelines on the number of competencies to be selected (eg four to 
eight) and others combine their core framework with a menu so that users are required to 
select the organization-wide core competencies and add a number of optional ones.

Role-specifi c competencies

Role-specifi c competencies are also used by some organizations for generic or individual roles. 
These may be incorporated in a role profi le in addition to information about the key output 
or result areas of the role. This approach is likely to be adopted by employers who use compe-
tencies in their performance management processes, but role-specifi c competencies also 
provide the basis for person specifi cations used in recruitment and for the preparation of indi-
vidual learning programmes.
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Graded competencies

A further, although less common, application of competencies is in graded career or job family 
structures (career or job families consist of jobs in a function or occupation such as marketing, 
operations, fi nance, IT, HR, administration or support services that are related through the 
activities carried out and the basic knowledge and skills required, but in which the levels of 
responsibility, knowledge, skill or competence needed differ). In such families, the successive 
levels in each family are defi ned in terms of competencies as well as the key activities carried 
out (career and job family structures are described in Chapter 49).

Applications of competency-based HRM

The Competency and Emotional Intelligence 2006/7 survey found that 95 per cent of respond-
ents used behavioural competencies and 66 per cent used technical competencies. It was noted 
that because the latter deal with specifi c activities and tasks they inevitably result in different 
sets of competencies for groups of related roles, functions or activities. The top four areas 
where competencies were applied are:

1. Learning and development – 82 per cent.

2. Performance management – 76 per cent.

3. Selection – 85 per cent.

4. Recruitment – 55 per cent.

Only 30 per cent of organizations link competencies to reward. The ways in which these com-
petencies are used are described below.

Learning and development

Role profi les, which are either generic (covering a range of similar jobs) or individual (role-
specifi c), can include statements of the technical competencies required. These can be used as 
the basis for assessing the levels of competency achieved by individuals and so identifying their 
learning and development needs.

Career family grade structures (see Chapter 49) can defi ne the competencies required at each 
level in a career family These defi nitions provide a career map showing the competencies 
people need to develop in order to progress their career.

Competencies are also used in development centres, which help participants build up their 
understanding of the competencies they require now and in the future so that they can plan 
their own self-directed learning programmes.
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Performance management

Competencies in performance management are used to ensure that performance reviews do 
not simply focus on outcomes but also consider the behavioural aspects of how the work is 
carried out, which determine those outcomes. Performance reviews conducted on this basis 
are used to inform personal improvement and development plans and other learning and 
development initiatives.

As noted by Rankin (2004): ‘Increasingly, employers are extending their performance manage-
ment systems to assess not only objectives but also qualitative aspects of the job.’ The alterna-
tive approaches are, 1) the assessment has to be made by reference to the whole set of core 
competencies in the framework, or 2) the manager and the individual carry out a joint assess-
ment of the latter’s performance and agree on the competencies to be assessed, selecting those 
most relevant to the role. In some cases the assessment is linked to defi ned levels of 
competency.

Use of behavioural indicators

Guidance on assessing levels of competency can be provided by the use of behavioural indica-
tors that defi ne how the effective use of a behavioural competency can be demonstrated in a 
person’s day-to-day work (an example is given in Chapter 26).

Recruitment and selection

The language of competencies is used in many organizations as a basis for the person specifi ca-
tion that is set out under competency headings as developed through role analysis. The com-
petencies defi ned for a role are used as the framework for recruitment and selection.

A competencies approach can help to identify which selection techniques such as psychological 
testing are most likely to produce useful evidence. It provides the information required to conduct 
a structured interview in which questions can focus on particular competency areas to establish 
the extent to which candidates meet the specifi cation as set out in competency terms.

In assessment centres, competency frameworks are used to defi ne the competency dimensions 
that distinguish high performance. This indicates what exercises or simulations are required 
and the assessment processes that should be used.

Reward management

In the 1990s, when the competency movement came to the fore, the notion of linking pay to 
competencies – competency-related pay – emerged. But it has never taken off; only 8 per cent 
of the respondents to the e-reward 2004 survey of contingent pay used it. However, more 
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recently the concept of contribution-related pay has emerged, which provides for people to be 
rewarded according to both the results they achieve and their level of competence, and the 
e-reward 2004 survey established that 33 per cent of respondents had introduced it.

Another application of competencies in reward management is that of career family grade and 
pay structures.

Developing a competency framework

The competency framework should be as simple to understand and use as possible. The lan-
guage should be clear and jargon-free. Without clear language and examples it can be diffi cult 
to assess the level of competency achieved. When defi ning competencies, especially when they 
are used for performance management or competency-related pay, it is essential to ensure that 
they can be assessed. They must not be vague or overlap with other competencies and they 
must specify clearly the sort of behaviour that is expected and the level of technical or func-
tional skills (competencies) required to meet acceptable standards. As Rankin (2002) suggests, 
it is helpful to address the user directly (‘you will…’) and give clear and brief examples of how 
the competency needs to be performed.

Developing a behavioural competency framework that fi ts the culture and purpose of the 
organization and provides a sound basis for a number of key HR processes is not an undertak-
ing to be taken lightly. It requires a lot of hard work, much of it concerned with involving staff 
and communicating with them to achieve understanding and buy-in. The steps required are 
described below.

Step 1. Programme launch

Decide on the purpose of the framework and the HR processes for which it will be used. Make 
out a business case for its development, setting out the benefi ts to the organization in such 
areas as improved performance, better selection outcomes, more focused performance man-
agement, employee development and reward processes. Prepare a project plan that includes an 
assessment of the resources required and the costs.

Step 2. Involvement and communication

Involve line managers and employees in the design of the framework (Stages 3 and 4) by 
setting up a task force. Communicate the objectives of the exercise to staff.

Step 3. Framework design – competency list

First, get the task force to draw up a list of the core competencies and values of the business – 
what it should be good at doing and the values it believes should infl uence behaviour. This 
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provides a foundation for an analysis of the competencies required by people in the organiza-
tion. The aim is to identify and defi ne the behaviours that contribute to the achievement of 
organizational success and there should be a powerful link between these people competencies 
and the organization’s core competencies (more guidance on defi ning competencies is pro-
vided in Chapter 26).

The list can be drawn up by brainstorming. The list should be compared with examples of 
other competency frameworks. The purpose of this comparison is not to replicate other lists. 
It is essential to produce a competency framework that fi ts and refl ects the organization’s own 
culture, values, core competencies and operations. But referring to other lists will help to clarify 
the conclusions reached in the initial analysis and serve to check that all relevant areas of com-
petency have been included. When identifying competencies, care must be taken to avoid bias 
because of sex or race.

Step 4. Framework design – defi nition of competencies

Care needs to be exercised to ensure that defi nitions are clear and unambiguous and that they 
will serve their intended purpose. If, for example, one of the purposes is to provide criteria for 
conducting performance reviews, then it is necessary to be certain that the way the compe-
tency is defi ned together with supporting examples will enable fair assessments to be made. 
The following four questions have been produced by Mirabile (1998) to test the extent to 
which a competency is valid and can be used:

Can you describe the competency in terms that others understand and agree with? •

Can you observe it being demonstrated or failing to be demonstrated? •

Can you measure it? •

Can you infl uence it in some way, eg by training, coaching or some other method of  •
development?

It is also important at this stage to ensure that defi nitions are not biased.

Step 5. Defi ne uses of the competency framework

Defi ne exactly how it is intended the competency framework should be used, covering such 
applications as performance management, recruitment, learning and development, and 
reward.

Step 6. Test the framework

Test the framework by gauging the reactions of a balanced selection of line managers and other 
employees to ensure that they understand it and believe that it is relevant to their roles. Also 
pilot-test the framework in live situations for each of its proposed applications.
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Step 7. Finalize the framework

Amend the framework as necessary following the tests and prepare notes for guidance on how 
it should be used.

Step 8. Communicate

Let everyone know the outcome of the project – what the framework is, how it will be used and 
how people will benefi t. Group briefi ngs and any other suitable means should be used.

Step 9. Train

Give line managers and HR staff training in how to use the framework.

Step 10. Monitor and evaluate

Monitor and evaluate the use of the framework and amend it as required.

The process of analysing competencies is discussed in more detail in Chapter 26.

Keys to success in using competencies

Frameworks should not be over-complex. •

There should not be too many headings in a framework – seven or eight will  •
often suffi ce.

The language used should be clear and jargon-free. •

Competencies must be selected and defi ned in ways that ensure that they can be  •
assessed by managers – the use of ‘behavioural indicators’ is helpful.

Frameworks should be regularly updated. •

Competencies and emotional intelligence

In 1998 Goleman defi ned emotional intelligence as covering self-management, self-awareness, 
social awareness and social skills (see Chapter 18 for a full description). These components 
encompass many of the areas covered by typical competency frameworks. Miller et al (2001) 
found that one-third of employers covered by their survey had consciously included emo-
tional intelligence-type factors such as interpersonal skills in their frameworks.

Dulewicz and Higgs (1999) have produced a detailed analysis of how the emotional intelli-
gence elements of self-awareness, emotional management, empathy, relationships, 
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communication and personal style correspond to competencies such as sensitivity, fl exibility, 
adaptability, resilience, impact, listening, leadership, persuasiveness, motivating others, energy, 
decisiveness and achievement motivation. They conclude that there are distinct associations 
between competency modes and elements of emotional intelligence.

However, as noted by Miller et al (2001) a quarter of the employers they surveyed have pro-
vided or funded training that is based on emotional intelligence. The most common areas are 
leadership skills, people management skills and team working.

Competency-based HRM – key learning points

The different types of competencies

The three types of competencies are behav-
ioural competencies, technical competen-
cies and NVQs/SNVQs.

The contents of competency 
frameworks (the most popular 
headings)

Team orientation. •

Communication. •

People management. •

Customer focus. •

Results orientation. •

Problem solving. •

Planning and organizing. •

Technical skills. •

Leadership. •

Coverage of competencies (Rankin, 
2002)

22 per cent covered the whole work  •
force.

48 per cent confi ned competencies  •
to specifi c work groups, functions 
or departments.

20 per cent have a core competency  •
framework that covers all staff in 
respect of behavioural competen-
cies, alongside sets of technical com-
petencies in functions/departments.

Uses of competencies (Competency 
and Emotional Intelligence, 2006/7)

Learning and development – 82 per  •
cent.

Performance management – 76 per  •
cent.

Selection – 85 per cent. •

Recruitment – 55 per cent. •

Reward – 30 per cent. •

How to develop a competency 
framework

Decide on the purpose of the frame- •
work and the HR processes for 
which it will be used.

Make out a business case for its devel- •
opment, setting out the benefi ts.

Prepare a project plan that includes  •
an assessment of the resources 
required and the costs. Involve line 
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Questions

1. Your managing director says to you that she is getting confused by the terms ‘compe-
tency’ and ‘emotional intelligence’. She asks you to clarify the differences between them, 
if any, and what their signifi cance is to the organization. Draft your response.

2. You have been asked to deliver a talk at a local conference on the use of competency 
frameworks and their advantages and disadvantages. Prepare you lecture outline.

3. It is felt by your boss that the existing competence framework in your organization is 
out of date. He has asked you to propose a programme for updating it that will not take 
too much time or trouble. Draft a programme.

Competency-based HRM – key learning points (continued)

managers and employees in the 
design of the framework.

Communicate the objectives of the  •
exercise to staff.

Draw up a list of the core competen- •
cies of the business.

Defi ne the competencies for inclu- •
sion in a competency framework.

Test and fi nalize and communicate  •
framework.

Keys to success in using 
com petencies

Frameworks should not be over- •
complex.

There should not be too many head- •
ings in a framework – seven or eight 
will often suffi ce.

The language used should be clear  •
and jargon-free.

Competencies must be selected and  •
defi ned in ways that ensure that they 
can be assessed by managers – the use 
of ‘behavioural indicators’ is helpful.

Frameworks should be regularly  •
updated.

Competencies and emotional 
intel ligence

The emotional intelligence elements of self-
awareness, emotional management, 
empathy, relationships, communication 
and personal style correspond to compe-
tencies such as sensitivity, fl exibility, adapt-
ability, resilience, impact, listening, 
leadership, persuasiveness, motivating 
others, energy, decisiveness and achieve-
ment motivation.
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Knowledge Management

Key concepts and terms

Communities of practice •

Explicit knowledge •

Knowledge •

Tacit knowledge •

Data •

Information •

Knowledge management •

On completing this chapter you should be able to defi ne these key concepts. 
You should also know about:

Learning outcomes

The purpose and signifi cance of  •
knowledge management

Knowledge management systems •

The contribution HR can make to  •
knowledge management

Knowledge management  •
strategies

Knowledge management issues •

218 
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Introduction

Knowledge management is concerned with storing and sharing the wisdom, understanding 
and expertise accumulated in an organization about its processes, techniques and operations. 
It treats knowledge as a key resource. As Ulrich (1998) points out: ‘Knowledge has become a 
direct competitive advantage for companies selling ideas and relationships.’

There is nothing new about knowledge management. Hansen et al (1999) remark that: ‘For hun-
dreds of years, owners of family businesses have passed on their commercial wisdom to children, 
master craftsmen have painstakingly taught their trades to apprentices, and workers have exchanged 
ideas and know-how on the job.’ But they also remark that: ‘As the foundation of industrialized 
economies has shifted from natural resources to intellectual assets, executives have been compelled 
to examine the knowledge underlying their business and how that knowledge is used.’

Knowledge management is as much if not more concerned with people and how they acquire, 
exchange and disseminate knowledge as it is about information technology. That is why it has 
become an important area for HR practitioners who are in a strong position to exert infl uence in 
this aspect of people management. Scarborough et al (1999) believe that they should have ‘the 
ability to analyse the different types of knowledge deployed by the organization (and) to relate 
such knowledge to issues of organizational design, career patterns and employment security’.

The concept of knowledge management is closely associated with intellectual capital theory, as 
described in Chapter 4, in that it refers to the notions of human, social and organizational or 
structural capital. It is also linked to the concepts of organizational learning as discussed in 
Chapter 44. This chapter covers the concepts of knowledge and knowledge management and 
the actions that can be taken to deal with it.

Knowledge management defi ned

Knowledge management is ‘any process or practice of creating, acquiring, capturing, sharing 
and using knowledge, wherever it resides, to enhance learning and performance in organiza-
tions’ (Scarborough et al, 1999). They suggest that it focuses on the development of fi rm-spe-
cifi c knowledge and skills that are the result of organizational learning processes. Knowledge 
management is concerned with both stocks and fl ows of knowledge. Stocks included expertise 
and encoded knowledge in computer systems. Flows represent the ways in which knowledge is 
transferred from people to people or from people to a knowledge database. Knowledge man-
agement has also been defi ned by Tan (2000) as: ‘The process of systematically and actively 
managing and leveraging the stores of knowledge in an organization.’

Scarborough and Carter (2000) describe knowledge management as ‘the attempt by manage-
ment to actively create, communicate and exploit knowledge as a resource for the organiza-
tion’. They suggest that this attempt has the following components.
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Components of knowledge management, Scarborough and Carter (2000)

In technical terms knowledge management involves centralizing knowl- •
edge that is currently scattered across the organization and codifying 
tacit forms of knowledge.

In social and political terms, knowledge management involves collectiv- •
izing knowledge so that it is no longer the exclusive property of indi-
viduals or groups.

In economic terms, knowledge management is a response by organiza- •
tions to the need to intensify their creation and exploitation of 
knowledge.
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Knowledge management involves transforming knowledge resources by identifying relevant 
information and then disseminating it so that learning can take place. Knowledge manage-
ment strategies promote the sharing of knowledge by linking people with people and by linking 
them to information so that they learn from documented experiences.

Knowledge is possessed by organizations and the people in organizations. Organizational 
operational, technical and procedural knowledge can be stored in databanks and found in 
presentations, reports, libraries, policy documents and manuals. It can also be moved around 
the organization through information systems and by traditional methods such as meetings, 
workshops, courses, ‘master classes’ and written publications. The intranet provides an addi-
tional and very effective medium for communicating knowledge. A more recent development 
is that of ‘communities of practice’ defi ned by Wenger and Snyder (2000) as ‘groups of people 
informally bound together by shared expertise and a passion for joint enterprise’.

People in organizations have knowledge that will not necessarily be shared formally or even 
informally with their colleagues. It may have been acquired through their own experiences at 
work. This individual knowledge may be crucial to the interests of the business and could be 
lost if it remains locked up in the minds of employees or taken elsewhere by them if they leave 
the organization. If this knowledge is important, one of the key issues in knowledge manage-
ment is how it can be identifi ed and disseminated.

The concept of knowledge

Knowledge is defi ned as what people understand about things, concepts, ideas, theories, pro-
cedures, practices and ‘the way we do things around here’. It can be described as ‘know-how’ or, 
when it is specifi c, expertise. A distinction was made by Ryle (1949) between ‘knowing how’ 
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and ‘knowing that’. Knowing how is the ability of a person to perform tasks, and knowing that 
is holding pieces of knowledge in one’s mind. Blackler (1995) noted that: ‘Knowledge is mul-
tifaceted and complex, being both situated and abstract, implicit and explicit, distributed and 
individual, physical and mental, developing and static, verbal and encoded.’

Nonaka (1991) suggested that knowledge is held either by individuals or collectively. In 
Blackler’s (1995) terms, embodied or embraced knowledge is individual and embedded, and 
cultural knowledge is collective. It can be argued (Scarborough and Carter, 2000) that knowl-
edge emerges from the collective experience of work and is shared between members of a par-
ticular group or community.

Explicit and tacit knowledge

Nonaka (1991) and Nonaka and Takeuchi (1995) stated that knowledge is either explicit or 
tacit. Explicit knowledge can be codifi ed – it is recorded and available and is held in databases, 
in corporate intranets and intellectual property portfolios. Tacit knowledge exists in people’s 
minds. It is diffi cult to articulate in writing and is acquired through personal experience. As 
suggested by Hansen et al (1999), it includes scientifi c or technological expertise, operational 
know-how, insights about an industry and business judgement. The main challenge in knowl-
edge management is how to turn tacit knowledge into explicit knowledge.

Data, information and knowledge

A distinction can be made between data, information and knowledge:

data consists of the basic facts – the building blocks – for information and knowledge; •

information is data that have been processed in a way that is meaningful to individuals;  •
it is available to anyone entitled to gain access to it. As Drucker (1988) wrote, ‘informa-
tion is data endowed with meaning and purpose’;

knowledge is information put to productive use; it is personal and often intangible and  •
it can be elusive – the task of tying it down, encoding it and distributing it is tricky.

The purpose and signifi cance of knowledge 
management

As explained by Blake (1998), the purpose of knowledge management is to capture a compa-
ny’s collective expertise and distribute it to ‘wherever it can achieve the biggest payoff ’. This is 
in accordance with the resource-based view of the fi rm, which suggests that the source of com-
petitive advantage lies within the fi rm (ie in its people and their knowledge), not in how it 
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positions itself in the market. Trussler (1998) commented that ‘the capability to gather, lever 
and use knowledge effectively will become a major source of competitive advantage in many 
businesses over the next few years’. A successful company is a knowledge-creating company.

Knowledge management is about getting knowledge from those who have it to those who need 
it in order to improve organizational effectiveness. In the information age, knowledge rather 
than physical assets or fi nancial resources is the key to competitiveness. In essence, as pointed 
out by Mecklenburg et al (1999): ‘Knowledge management allows companies to capture, apply 
and generate value from their employees’ creativity and expertise.’

Knowledge management strategies

Two approaches to knowledge management strategy have been identifi ed by Hansen et al 
(1999).

1. The codifi cation strategy

Knowledge is carefully codifi ed and stored in databases where it can be accessed and used 
easily by anyone in the organization. Knowledge is explicit and is codifi ed using a ‘people-to-
document’ approach. This strategy is therefore document-driven. Knowledge is extracted from 
the person who developed it, made independent of that person and re-used for various pur-
poses. It will be stored in some form of electronic repository for people to use and allows many 
people to search for and retrieve codifi ed knowledge without having to contact the person who 
originally developed it. This strategy relies largely on information technology to manage data-
bases and also on the use of the intranet.

2. The personalization strategy

Knowledge is closely tied to the person who has developed it and is shared mainly through 
direct person-to-person contacts. This is a ‘person-to-person’ approach that involves ensuring 
that tacit knowledge is passed on. The exchange is achieved by creating networks and encour-
aging face-to-face communication between individuals and teams by means of informal con-
ferences, workshops, communities of practice, brainstorming and one-to-one sessions.

Hansen et al (1999) state that the choice of strategy should be contingent on the organization; 
what it does, how it does it, and its culture. Thus consultancies such as Ernst & Young using 
knowledge to deal with recurring problems may rely mainly on codifi cation so that recorded 
solutions to similar problems are easily retrievable. Strategy consultancy fi rms such as McKinsey 
or Bains, however, will rely mainly on a personalization strategy to help them to tackle the 
high-level strategic problems they are presented with that demand the provision of creative, 
analytically rigorous advice. They need to channel individual expertise and they fi nd and 
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develop people who are able to use a person-to-person knowledge-sharing approach effec-
tively. In this sort of fi rm, directors or experts can be established who can be approached by 
consultants by telephone, e-mail or personal contact.

The research conducted by Hansen et al (1999) established that companies that use knowledge 
effectively pursue one of these strategies predominantly and use the second strategy to support 
the fi rst. Those who try to excel at both strategies risk failing at both.

Knowledge management systems

A survey of 431 US and European fi rms by Rugles (1998) found that the following systems 
were used.

Use of knowledge management systems, Rugles (1998)

Creating an intranet (47 per cent). •

Creating ‘data warehouses’, ie large physical databases that hold infor- •
mation from a wide variety of sources (33 per cent).

Using decision support systems that combine data analysis and sophis- •
ticated models to support non-routine decision-making (33 per cent).

Using ‘groupware’, ie information communication technologies such as  •
e-mail or Lotus Notes discussion bases to encourage collaboration 
between people to share knowledge (33 per cent).

Creating networks or communities of practice or interest of knowledge  •
workers to share knowledge (24 per cent).

Mapping sources of internal expertise by, for example, producing ‘expert  •
yellow pages’ and directories of communities (18 per cent).
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Knowledge management issues

The various approaches referred to above do not provide easy answers. The issues that need to 
be addressed in developing knowledge management processes are discussed below.
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The pace of change

One of the main issues in knowledge management is how to keep up with the pace of change 
and identify what knowledge needs to be captured and shared.

Relating knowledge management strategy to business strategy

As Hansen et al (1999) show, it is not knowledge per se but the way it is applied to strategic 
objectives that is the critical ingredient in competitiveness. They point out that ‘competitive 
strategy must drive knowledge management strategy’ and that management have to answer 
the question: ‘How does knowledge that resides in the company add value for customers?’ 
Mecklenburg et al (1999) argue that organizations should ‘start with the business value of 
what they gather. If it doesn’t generate value, drop it’.

Technology and people

Technology may be central to companies adopting a codifi cation strategy but for those follow-
ing a personalization strategy, IT is best used in a supportive role. As Hansen et al (1999) 
comment:

In the codifi cation model, managers need to implement a system that is much like a 
traditional library – it must contain a large cache of documents and include search 
engines that allow people to fi nd and use the documents they need. In the personaliza-
tion model, it’s more important to have a system that allows people to fi nd other 
people.

Scarborough et al (1999) suggest that ‘technology should be viewed more as a means of com-
munication and less as a means of storing knowledge’. Knowledge management is more about 
people than technology. As research by Davenport (1996) established, managers get two-thirds 
of their information from face-to-face or telephone conversations.

There is a limit to how much tacit knowledge can be codifi ed. In organizations relying more 
on tacit than explicit knowledge, a person-to-person approach works best, and IT can only 
support this process; it cannot replace it.

The signifi cance of process and social capital and culture

Blackler (1995) emphasized that a preoccupation with technology may mean that too little 
attention is paid to the processes (social, technological and organizational) through which 
knowledge combines and interacts in different ways. The key processes are the interactions 
between people. This is the social capital of an organization, ie the ‘network of relationships 
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(that) constitute a valuable resource for the conduct of social affairs’ (Nahpiet and Ghoshal, 
1998). Social networks can be particularly important in ensuring that knowledge is shared. 
Trust is also required – people are not willing to share knowledge with those whom they do not 
trust.

The culture of the company may inhibit knowledge sharing. The norm may be for people to 
keep knowledge to themselves as much as they can because ‘knowledge is power’. An open 
culture will encourage people to share their ideas and knowledge.

Knowledge workers

Knowledge workers as defi ned by Drucker (1993) are individuals who have high levels of edu-
cation and specialist skills combined with the ability to apply these skills to identify and solve 
problems. As Argyris (1991) comments: ‘The nuts and bolts of management… increasingly 
consists of guiding and integrating the autonomous but interconnected work of highly skilled 
people.’ Knowledge management is about the management and motivation of knowledge 
workers who create knowledge and will be the key players in sharing it.

The contribution of HR to knowledge management

HR can make an important contribution to knowledge management simply because knowl-
edge is shared between people; it is not just a matter of capturing explicit knowledge through 
the use of information technology. The role of HR is to ensure that the organization has the 
intellectual capital it needs. The resource-based view of the fi rm emphasizes, in the words of 
Cappelli and Crocker-Hefter (1996), that ‘distinctive human resource practices help to create 
unique competences that differentiate products and services and, in turn, drive 
competitiveness’.

Ten ways in which HR can contribute to knowledge management

 1. Help to develop an open culture in which the values and norms emphasize the 
importance of sharing knowledge.

 2. Promote a climate of commitment and trust.

 3. Advise on the design and development of organizations that facilitate knowledge 
sharing through networks, teamwork and communities of practice (groups of 
people who share common interests in certain aspects of their work).

 4. Advise on resourcing policies and provide resourcing services that ensure that 
valued employees who can contribute to knowledge creation and sharing are 
attracted and retained.
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 5. Advise on methods of motivating people to share knowledge and rewarding those 
who do so.

 6. Help in the development of performance management processes that focus on the 
development and sharing of knowledge.

 7. Develop processes of organizational and individual learning that will generate and 
assist in disseminating knowledge.

 8. Set up and organize workshops, conferences, seminars, communities of practice 
and symposia that enable knowledge to be shared on a person-to-person basis.

 9. In conjunction with IT, develop systems for capturing and, as far as possible, codi-
fying explicit and tacit knowledge.

10. Generally, promote the cause of knowledge management with senior managers to 
encourage them to exert leadership and support knowledge management 
initiatives.

Knowledge management – key learning points

The purpose and signifi cance of 
knowledge management

Knowledge management is about getting 
knowledge from those who have it to those 
who need it in order to improve organiza-
tional effectiveness.

Knowledge management strategies

The codifi cation strategy – knowledge is 
carefully codifi ed and stored in databases 
where it can be accessed and used easily by 
anyone in the organization. Knowledge is 
explicit and is codifi ed using a ‘people-to-
document’ approach.

The personalization strategy – knowledge is 
closely tied to the person who has devel-
oped it and is shared mainly through direct 
person-to-person contacts. This is a 

‘person-to-person’ approach that involves 
ensuring that tacit knowledge is passed on.

Knowledge management systems

Creating an intranet. •

Creating ‘data warehouses’. •

Using decision support systems. •

Using ‘groupware’, ie information  •
communication technologies such 
as e-mail or Lotus Notes discussion 
bases.

Creating networks or communities  •
of practice or interest of knowledge 
workers.

Knowledge management issues

The pace of change. •
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Knowledge management – key learning points (continued)

Relating knowledge management  •
strategy to business strategy.

IT is best used in a supportive role. •

Attention must be paid to the proc- •
esses (social, technological and 
organizational) through which 
knowledge combines and interacts 
in different ways.

The signifi cance of knowledge  •
workers must be appreciated.

The contribution HR can make to 
knowledge management

Help to develop an open culture that  •
emphasizes the importance of 
sharing knowledge.

Promote a climate of commitment  •
and trust.

Advise on the design and develop- •
ment of organizations that facilitate 
knowledge sharing.

Ensure that valued employees who  •
can contribute to knowledge 

creation and sharing are attracted 
and retained.

Advise on methods of motivating  •
people to share.

Help in the development of per- •
formance management processes 
that focus on the development and 
sharing of knowledge.

Develop processes of organizational  •
and individual learning that will 
generate and assist in disseminating 
knowledge.

Set up and organize workshops,  •
conferences and communities of 
practice and symposia that enable 
knowledge to be shared on a per-
son-to-person basis.

In conjunction with IT, develop systems  •
for capturing and, as far as possible, 
codifying explicit and tacit knowledge.

Generally, promote the cause of  •
knowledge management with senior 
managers.

Questions

1. In the new knowledge economy, HR practitioners should be helping their organizations 
to ensure the creation and application of business-relevant knowledge in the workplace. 
Outline and justify the kind of help that HR staff in your organization should provide.

2. Many organizations are now introducing knowledge-sharing initiatives and processes. 
Outline one approach that you would like to see introduced in your organization, justi-
fying how it would be of benefi t to the business.
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Questions (continued)

3. Your managing director has sent you the following e-mail: ‘I have been hearing about 
the concept of communities of interest. What are they, would they be useful in our 
company and, if so, how should we introduce them?’ Draft your reply.

4. The following questions were posed by Swart et al (2003) for the CIPD on knowledge-
intensive fi rms:

– What are the key characteristics of knowledge-intensive organizations?

– What are the particular knowledge-intensive situations that are important for the 
success of organizations?

– Which people management practices are particularly valuable in helping to manage 
these situations successfully?

Drawing on the Swart et al and other research, provide answers to these questions.
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Work Systems

Key concepts and terms

High-commitment management •

High-involvement management •

High-performance management •

Performance management model •

High-commitment model •

High-performance culture •

High-performance work system  •
(HPWS)

On completing this chapter you should be able to defi ne these key concepts. 
You should also know about:

Learning outcomes

The characteristics of a high- •
performance culture

The components of a HPWS •

Developing high-performance  •
work systems

The characteristics of a high- •
performance work system 
(HPWS)

Impact of high-performance  •
work systems
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Introduction

Organizations are in the business of achieving sustained high performance. They do this 
through the systems of work they adopt but these systems are managed and operated by people. 
Ultimately, therefore, high-performance working is about improving performance through 
people. The aim is to achieve a high-performance culture as defi ned in the fi rst section of this 
chapter. This can be done through the development and implementation of high-performance 
work systems (defi ned in the second section of his chapter), which incorporate to varying 
degrees processes of high performance, high commitment and high involvement manage-
ment, as described in Chapter 3.

High-performance working can involve the two ‘ideal type’ approaches to HRM identifi ed by 
Guest (2007): 1) the ‘high-commitment’ model – ‘a move from external control through man-
agement systems, technology and supervision to self-control by workers or teams of workers, 
who, because of their commitment to the organization, would exercise responsible autonomy 
and control in the interests of the organization’. The emphasis is on intrinsic control and 
intrinsic rewards. 2) The ‘performance management model’ in which management retains 
much of the control – ‘the focus is on the adoption of practices designed to maximize high 
performance by ensuring high levels of competence and motivation.’ The emphasis is on exter-
nal control and extrinsic rewards.

According to Guest, reconciling these has been attempted through high-performance work systems. 
These achieve high performance by ensuring that HR practices are adopted ‘that lead to workers 
having high ability/competence, high motivation, and an opportunity to contribute through jobs 
that provide the discretion, autonomy and control required to use their knowledge and skills and to 
exercise motivation’. The focus is on performance and not the well-being of employees.

High-performance culture

The aim of a HPWS is to achieve a high-performance culture, one in which the values, norms 
and HR practices of an organization combine to create a climate in which the achievement of 
high levels of performance is a way of life.

Characteristics of a high-performance culture

Management defi nes what it requires in the shape of performance improve- •
ments, sets goals for success and monitors performance to ensure that the goals 
are achieved.

Alternative work practices are adopted such as job redesign, autonomous work  •
teams, improvement groups, team briefi ng and fl exible working.
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High-performance work system defi ned

There are many defi nitions of a high-performance work system (HPWS) and high-perform-
ance working. In their seminal work, Manufacturing Advantage: Why high performance work 
systems pay off, Appelbaum et al (2000) stated that high-performance work systems facilitate 
employee involvement, skill enhancement and motivation. An HPWS is ‘generally associated 
with workshop practices that raise the levels of trust within workplaces and increase workers’ 
intrinsic reward from work, and thereby enhance organizational commitment’. They defi ne 
high performance as a way of organizing work so that front-line workers participate in deci-
sions that have a real impact on their jobs and the wider organization.

People know what’s expected of them – they understand their goals and  •
accountabilities.

People feel that their job is worth doing, and there is a strong fi t between the job  •
and their capabilities.

People are empowered to maximize their contribution. •

There is strong leadership from the top that engenders a shared belief in the  •
importance of continuing improvement.

There is a focus on promoting positive attitudes that result in an engaged, com- •
mitted and motivated workforce.

Performance management processes are aligned to business goals to ensure that  •
people are engaged in achieving agreed objectives and standards.

Capacities of people are developed through learning at all levels to support per- •
formance improvement and people are provided with opportunities to make 
full use of their skills and abilities.

A pool of talent ensures a continuous supply of high performers in key roles. •

People are valued and rewarded according to their contribution. •

People are involved in developing high-performance practices. •

There is a climate of trust and teamwork, aimed at delivering a distinctive service  •
to the customer.

A clear line of sight exists between the strategic aims of the organization and  •
those of its departments and its staff at all levels.
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It is sometimes believed that high-performance work systems are just about HR policies and 
initiatives. But as Godard (2004) suggested, they are based on both alternative work practices 
and high-commitment employment practices. He called this the ‘high-performance paradigm’ 
and described it as follows.

The high-performance work paradigm, Godard (2004)

Alternative work practices that have been identifi ed include: 1) alternative 
job design practices, including work teams (autonomous or non-autono-
mous), job enrichment, job rotation and related reforms; and 2) formal par-
ticipatory practices, including quality circles or problem-solving groups, 
town hall meetings, team briefi ngs and joint steering committees. Of these 
practices, work teams and quality circles can be considered as most central to 
the high-performance paradigm. High-commitment employment practices 
that have been identifi ed include: 1) sophisticated selection and training, 
emphasizing values and human relations skills as well as knowledge skills; 2) 
behaviour-based appraisal and advancement criteria; 3) single status policies; 
4) contingent pay systems, especially pay-for-knowledge, group bonuses, and 
profi t sharing; 5) job security; 6) above-market pay and benefi ts; 7) grievance 
systems; and others.
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However, research conducted by Armitage and Keble-Allen (2007) indicated that people man-
agement basics formed the foundation of high-performance working. They identifi ed the fol-
lowing three themes underpinning the HPWS concept.

Themes underpinning the HPWS concept

An open and creative culture that is people-centred and inclusive, where deci- •
sion taking is communicated and shared through the organization.

Investment in people through education and training, loyalty, inclusiveness and  •
fl exible working.

Measurable performance outcomes such as benchmarking and setting targets,  •
as well as innovation through processes and best practice.

Sung and Ashton (2005) defi ned what they call ‘high-performance work practices’ as a set or 
‘bundle’ of 35 complementary work practices covering three broad areas:
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1. High employee involvement work practices – eg self-directed teams, quality circles and 
sharing/access to company information.

2. Human resource practices – eg sophisticated recruitment processes, performance apprais-
als, mentoring and work redesign.

3. Reward and commitment practices – eg various fi nancial rewards, family-friendly poli-
cies, job rotation and fl exi hours.

Characteristics of a high-performance work system

A high-performance work system is described by Becker and Huselid (1998) as: ‘An internally 
consistent and coherent HRM system that is focused on solving operational problems and 
implementing the fi rm’s competitive strategy.’ They suggest that such a system ‘is the key to the 
acquisition, motivation and development of the underlying intellectual assets that can be a 
source of sustained competitive advantage’. This is because it has the following 
characteristics.

Characteristics of an HPWS

It links the fi rm’s selection and promotion decisions to validated competency  •
models.

It is the basis for developing strategies that provide timely and effective support  •
for the skills demanded to implant the fi rm’s strategies.

It enacts compensation and performance management policies that attract,  •
retain and motivate high-performance employees.

Nadler and Gerstein (1992) have characterized an HPWS as a way of thinking about organiza-
tions. It can play an important role in strategic human resource management by helping to 
achieve a ‘fi t’ between information, technology, people and work.

High-performance work systems provide the means for creating a performance culture. They 
embody ways of thinking about performance in organizations and how it can be improved. 
They are concerned with developing and implementing bundles of complementary practices 
which, as an integrated whole, will make a much more powerful impact on performance than 
if they were dealt with as separate entities.

Becker et al (2001) have stated that the aim of such systems is to develop a ‘high-performance 
perspective in which HR and other executives view HR as a system embedded within the larger 
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system of the fi rm’s strategy implementation’. As Nadler (1989) commented, they are deliber-
ately introduced in order to improve organizational, fi nancial and operational performance.

‘High-performance work systems’ are also known as ‘high-performance work practices’ (Sung and 
Ashton, 2005). Thompson and Heron (2005) referred to them as ‘high-performance work organi-
zations’ that ‘invest in the skills and abilities of employees, design work in ways that enable employee 
collaboration in problem solving, and provide incentives to motivate workers to use their discre-
tionary effort’. The terms ‘high-performance system’ and ‘high-commitment system’ often seem to 
be used interchangeably. There is indeed much common ground between the practices included in 
high-performance, high-commitment and high-involvement work systems, as described in Chapter 
3 although, following Godard (2004) there may be more emphasis in a high-performance work 
system on alternative work practices. Sung and Ashton (2005) noted that:

In some cases high-performance work practices are called ‘high commitment practices’ 
(Walton, 1985b) or ‘high-involvement management’ (Lawler, 1986). More recently 
they have been termed ‘high-performance organizations’ (Lawler et al, 1998, Ashton 
and Sung, 2002) or ‘high-involvement’ work practices (Wood et al, 2001). Whilst these 
studies are referring to the same general phenomena the use of different ‘labels’ has 
undoubtedly added to the confusion.

The term ‘high-performance work system’ (HPWS) is the one most commonly used in both 
academic and practitioner circles and it is therefore adopted in this chapter. But it is recog-
nized that high commitment and high involvement are both important factors in the pursuit 
of high performance. The notions incorporated in these practices therefore need to be incor-
porated in any programme for improving organizational effectiveness wherever they add to 
the basic concepts of a high-performance work system.

Components of an HPWS

There is no generally accepted defi nition of an HPWS and there is no standard list of the fea-
tures or components of such a system. Appelbaum and Batt (1994) identifi ed six models: US 
lean production, US team production, German diversifi ed quality production, Italian fl exible 
specialization, Japanese lean production and Swedish socio-technical systems. These systems 
vary in the degree of autonomy they give the workforce, the nature of the supporting human 
resource practices, and the extent to which the gains from the systems are shared.

In spite of this problem of defi nition, an attempt to defi ne the basic components of an HPWS 
was made by Shih et al (2005) as follows:

Job infrastructure – workplace arrangements that equip workers with the proper abili- •
ties to do their jobs, provide them with the means to do their jobs, and give them the 
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motivation to do their jobs. These practices must be combined to produce their proper 
effects.

Training programmes to enhance employee skills – investment in increasing employee  •
skills, knowledge and ability.

Information sharing and worker involvement mechanisms – to understand the availa- •
ble alternatives and make correct decisions.

Compensation and promotion opportunities that provide motivation – to encourage  •
skilled employees to engage in effective discretionary decision making in a variety of 
environmental contingencies.

Many other descriptions of high-performance systems include lists of desirable practices and 
therefore embody the notion of ‘best practice’ or the ‘universalistic’ approach described in 
Chapter 2. Lists vary considerably, as is shown in the selection set out in Table 13.1. Gephart 
(1995) noted that research has not clearly identifi ed any single set of high-performance prac-
tices. Becker et al (1997) remarked that: ‘Organizational high-performance work systems are 
highly idiosyncratic and must be tailored carefully to each fi rm’s individual situation to achieve 
optimum results.’ And Sung and Ashton (2005) commented: ‘It would be wrong to seek one 
magic list.’ It all depends on the context.

Table 13.1 Lists of HR practices in high-performance work systems

US Department of 
Labor (1993)

Appelbaum et al 
(2000)

Sung and Ashton 
(2005)

Thompson and 
Heron (2005)

Careful and  •
extensive systems 
for recruitment, 
selection and 
training

Formal systems  •
for sharing 
information with 
employees

Clear job design •
High-level  •
participation 
processes

Monitoring of  •
attitudes

Work is organized  •
to permit front-
line workers to 
participate in 
decisions that 
alter organiza-
tional routines

Workers require  •
more skills to do 
their jobs success-
fully, and many of 
these skills are 
fi rm-specifi c

Workers experi- •
ence greater

High-involvement  •
work practices 
– eg self-directed 
teams, quality 
circles, and 
sharing/access to 
company 
information

Human resource  •
practices – eg 
sophisticated 
recruitment 
processes, per-
formance apprais-
als, work redesign

Information  •
sharing.

Sophisticated  •
recruitment

Formal induction  •
programme

Five or more days  •
of off-the-job 
training in the last 
year

Semi or totally  •
autonomous work 
teams; continuous 
improvement 
teams; problem-
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US Department of 
Labor (1993)

Appelbaum et al 
(2000)

Sung and Ashton 
(2005)

Thompson and 
Heron (2005)

Performance  •
appraisals

Properly func- •
tioning grievance 
procedures

Promotion and  •
compensation 
schemes that 
provide for the 
recognition and 
reward of high-
performing 
employees

 autonomy over 
their job tasks and 
methods of work

Incentive pay  •
motivates workers 
to extend extra 
effort on develop-
ing skills

Employment  •
security provides 
front-line workers 
with a long-term 
stake in the 
company and a 
reason to invest in 
its future

 and mentoring

Reward and  •
commitment 
practices – eg 
various fi nancial 
rewards, family 
friendly policies, 
job rotation and 
fl exi hours

 solving groups

Interpersonal skill  •
development

Performance  •
feedback

Involvement  •
– works council, 
suggestion 
scheme, opinion 
survey

Team-based  •
rewards, employee 
share ownership 
scheme, profi t-
sharing scheme.

However, Ashton and Sung (2002) noted that the practices may be more effective when they 
are grouped together in ‘bundles’. For example, the isolated use of quality circles is not as effec-
tive as when the practice is supported by wider employee involvement/empowerment 
practices.

Godard (2004) suggested that that there is a general assumption that the benefi t of an HPWS 
increases with the number of practices adopted. However, it is often argued that high-per-
formance practices are complementary to, and hence interact with, each other, so that their 
true potential is not fully realized unless they are adopted in combination or as part of a full-
blown high-performance system (the complementarities thesis). It is also sometimes argued 
that these effects are not fully realized unless integrated with or matched to a particular 
employer strategy (the ‘matching’ thesis).

It is possible to interpret these descriptions of HPWS activities as in effect incorporating the 
high-commitment principle that jobs should be designed to provide intrinsic satisfaction and 
the high-involvement principle of treating employees as partners in the enterprise whose inter-
ests are respected and who have a voice on matters that concern them.

Table 13.1 continued
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Impact of high-performance work systems

A considerable number of studies as summarized below have been conducted that demon-
strate that the impact of high-performance work systems is positive.

US Department of Labor (1993)

In a survey of 700 organizations the US Department of Labor found that fi rms that used inno-
vative human resource practices show a signifi cantly higher level of shareholder and gross 
return on capital.

King (1995)

King cites a survey of Fortune 1000 companies in the United States revealing that 60 per cent 
of those using at least one practice, increasing the responsibility of employees in the business 
process, reported that the result was an increase in productivity while 70 per cent reported an 
improvement in quality.

He examined the impact of the use of one practice. A study of 155 manufacturing fi rms showed 
that those which had introduced a formal training programme experienced a 19 per cent larger 
rise in productivity over three years than fi rms that did not introduce a training programme. 
Research into the use of gainsharing in 112 manufacturing fi rms revealed that defect and 
downtime rates fell 23 per cent in the fi rst year after the approach was introduced. His review 
of 29 studies on the effects of workplace participation on productivity indicated that 14 had a 
positive effect on productivity, only two had negative effects and the rest were inconclusive.

However, he noted that such work practices may have only a limited effect unless they are ele-
ments of a coherent work system. Further research examined changes over time in 222 fi rms 
and found that these and other practices are associated with even greater productivity when 
implemented together in systems.

He concluded that the evidence suggest that it is the use of comprehensive systems of work 
practices in fi rms that is most closely associated with stronger fi rm performance. Yet he noted 
that ‘the nature of the relationship between high-performance work practices and productiv-
ity is not clear’.

Varma et al (1999)

A survey of 39 organizations was conducted by Varma et al to examine the antecedents, design 
and effectiveness of high-performance initiatives. Results indicated that HPWSs are primarily 
initiated by strong fi rms that are seeking to become stronger. First and foremost, fi rms reported 
that in general their HPWS:
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had a signifi cant impact on fi nancial performance; •

created a positive culture change in the organization (eg, cooperation and  •
innovation);

created higher degrees of job satisfaction among employees; •

positively infl uenced the way in which work was designed; •

led to marked improvement in communication processes within the organization. •

In particular, the use of team-based and non-fi nancial rewards was closely related to improved 
performance, as was rewarding people for improving their competencies.

Appelbaum et al (2000)

A multifaceted research design was used by the authors in their study of the impact of HPWSs. 
This included management interviews, the collection of plant performance and data surveys 
of workers on their experiences with workshop practices. Nearly 4,400 employees were sur-
veyed and 44 manufacturing facilities were visited. The fi ndings of the research were that:

in the steel industry HPWSs produced strong positive effects on performance, for  •
example, substantial increases in uptime;

in the apparel industry the introduction of a ‘module system’ (ie group piecework rates  •
linked to quality as well as quantity rather than individual piecework, plus multi-skill-
ing) dramatically speeded up throughput times, meeting consumer demands for fast 
delivery;

in the medical electronics and imaging industry those using an HPWS ranked highly  •
on eight diverse indicators of fi nancial performance and production effi ciency and 
quality.

The impact of HPWS on individual workers was to enhance:

trust by sharing control and encouraging participation; •

intrinsic rewards because workers are challenged to be creative and use their skills and  •
knowledge – discretion and autonomy are the task-level decisions most likely to enhance 
intrinsic rewards;

organizational commitment through opportunity to participate, and incentives that  •
make people feel that organizational relationships are benefi cial for them;

job satisfaction because of participation, perception of fairness in pay and adequate  •
resources to do jobs (inadequate resources is a cause of dissatisfaction, as is working in 
an unsafe or unclean environment).
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They concluded that taken as a whole, the results suggested that the core characteristics of 
HPWSs – having autonomy over task-level decision making, membership of self-directing 
production and off-line teams and communication with people outside the work group – gen-
erally enhance workers’ levels of organizational commitment and satisfaction:

HPWSs are generally associated with workshop practices that raise the levels of trust 
within workplaces and increase workers’ intrinsic reward from work, and thereby 
enhance organizational commitment. Wages are higher as well… The adoption of 
HPWSs sets positive productivity dynamics in motion.

Sung and Ashton (2005)

This survey of high-performance work practices (HPWP) was conducted in 294 UK compa-
nies. It provided evidence that the level of HPWP adoption as measured by the number of 
practices in use is linked to organizational performance. Those adopting more of the practices 
as ‘bundles’ had greater employee involvement and were more effective in delivering adequate 
training provision, managing staff and providing career opportunities.

Combs et al (2006)

A meta-analysis of 92 studies showed a link between high performance HR practices and organization 
performance. The three sets of infl uential HR practices identifi ed were those that: 1) increased skills; 
2) empower employees; and 3) improve motivation. HPWSs also improve the internal social structure 
within organizations, which facilitates communication and cooperation among employees.

Ericksen (2007)

Research was conducted in 196 small businesses to test the hypothesis that HPWSs create a human 
resource advantage by aligning key employee attributes and the strategic goals of the fi rm and by 
adapting their workforce attributes in response to new strategic circumstances. Dynamic workforce 
alignment exists when fi rms have ‘the right types of people, in the right places, doing the right 
things right’, and when adjustments are readily made to their workforces as the situation changes.

The research showed that there was a strong positive relationship between workforce align-
ment and sales growth when adaptation was high.

Reservations about the impact of an HPWS

Research conducted by Ramsay et al (2000) aimed to explore linkages from HPWS practices to 
employee outcomes and via these to organizational performance. They referred to the exist-
ence of the ‘black box’, meaning that while the introduction of an HPWS may be associated 
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with improved performance, no researchers have yet established how this happens. Their 
research was based on data from the UK 1998 Workplace Employee Relations Survey. They 
commented that ‘the widely held view that positive performance outcomes from HPWS fl ow 
via positive employee outcomes has been shown to be highly questionable’, a fi nding that ran 
counter to most of the other studies. They admit that their analysis was ‘perhaps too simplistic 
to capture the complex reality of the implementation and operation of HPWS’, but they note, 
realistically, that ‘there are major limitations to the strategic management of labour which 
severely constrain the potential for innovative approaches to be implemented successfully’.

Godard (2001) concluded, following his research in Canada, that the actual effects of HPWSs 
can vary considerably and many have a limited lifespan. Following further research, Godard 
(2004) commented that:

The full adoption of this (high-performance) paradigm may not yield outcomes that 
are appreciably more positive than those yielded by practices that have long been asso-
ciated with good management, including professional personnel practices (eg job 
ladders, employment security, grievance systems, formal training, above-market pay), 
group work organization, information sharing and accommodative union relations 
policies… There may be positive effects in some workplaces. However, these effects may 
be inherently more limited than assumed and, in a great many workplaces, may not be 
suffi cient to justify full adoption.

Farnham (2008) summed up the reservations about the high-performance or high-commit-
ment model by referring to issues about the direction of the causality in the black box, lack of 
consistency in the practices included in the bundle, variations in the proxies used to measure 
high-commitment HRM, variations in the proxies used to measure performance, relying on 
the self-report scores of HR managers, doubts about how much autonomy organizations have 
introduced in decision making in practice, and doubts about the universal application of high-
commitment HRM as an approach to HR strategy.

These reservations usefully modify the often starry-eyed enthusiasm for the notion of high-
performance working and emphasize that it is not an easy option. But it is diffi cult to argue 
against the basic concept and there is enough evidence that it is effective to encourage its devel-
opment as described below, albeit being realistic about what is possible and how well it will 
work.

Developing a high-performance work system

A high-performance work system has to be based on a high-performance strategy that sets out 
intentions and plans on how a high-performance culture can be created and maintained. The 



242 Human Resource Management Processes

strategy has to be aligned to the context of the organization and to its business strategy. Every 
organization will therefore develop a different strategy, as is illustrated by the case study exam-
ples set out in Table 13.2.

Table 13.2 Examples of high-performance working ingredients

Organization High-performance working ingredients

Halo Foods A strategy that maintains competitiveness by increasing added  •
value through the efforts and enhanced capability of all staff

The integration of technical advance with people development •
Continuing reliance on team-working and effective leadership,  •
with innovation and self and team management skills

Land Registry Organizational changes to streamline processes, raise skill levels  •
and release talents

Managers who could see that the problems were as much cultural  •
as organizational

Recruitment of people whose attitudes and aptitudes match the  •
needs of high performance work practices

Meritor Heavy 
Vehicle Braking 
Systems

Skill enhancement, particularly of management and self manage- •
ment skills using competence frameworks

Team-working skills and experience used on improvement  •
projects

Linking learning, involvement and performance management •

Orangebox A strategy that relies on constant reinvention of operational  •
capability

Engagement and development of existing talent and initiative in  •
productivity improvement

Increasing use of cross-departmental projects to tackle wider  •
opportunities

Perkinelmer A vision and values worked through by managers and supervisors •
Engagement of everyone in the organization and establishment of  •
a continuous improvement culture

Learning as a basis for change •

United Welsh 
Housing 
Association

Linking of better employment relations with better performance •
Using staff experience to improve customer service •
Focusing management development on the cascading of a  •
partnership culture

(Source: Stevens, 2005)
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Approach to developing an HPWS

The approach to developing an HPWS is based on an understanding of what the goals of the 
business are, what work arrangements are appropriate to the attainment of those goals and 
how people can contribute to their achievement. This leads to an assessment of what type of 
performance culture is required.

The development programme requires strong leadership from the top. Stakeholders – line 
managers, team leaders, employees and their representatives – should be involved as much as 
possible through surveys, focus groups and workshops.

The development programme

The steps required to develop an HPWS are described below.

1. Analyse the business strategy

Where is the business going? •

What are the strengths and weaknesses of the business? •

What threats and opportunities face the business? •

What are the implications of the above on the type of work practices and people  •
required by the business, now and in the future?

2. Defi ne the desired performance culture of the business and the objectives of 
the exercise

Use the list of characteristics of a high-performance culture as set out at the beginning of 
this chapter as a starting point and produce a list that is aligned to the culture and context 
of the business and a statement of the objectives of developing an HPWS. Answer the 
questions:

What differences do we want to make to working arrangements? •

How do we want to treat people differently? •

What do we want people to do differently? •

3. Analyse the existing arrangements

Start from the headings defi ned at Stage 2 and analyse against each heading:

What is happening now in the form of practices, attitudes and behaviours? •

What should be happening? •
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What do people feel about it? (The more involvement in this analysis from all stake- •
holders the better.)

4. Identify the gaps between what is and what should be

Clarify specifi c practices where there is considerable room for improvement.

5. Draw up a list of practices that need to be introduced or improved

At this stage only a broad defi nition should be produced of what ideally needs to be done.

6. Establish complementarities

Identify the practices that can be linked together in ‘bundles’ to complement and support one 
another.

7. Assess practicality

The ideal list of practices, or preferably, bundles of practices, should be subjected to a reality 
check:

Is it worth doing? What’s the business case in terms of added value? What contribution  •
will it make to supporting the achievement of the organization’s strategic goals?

Can it be done? •

Who does it? •

Do we have the resources to do it? •

How do we manage the change? •

8. Prioritize

In the light of the assessment of practicalities, decide on the priorities that should be given to 
introducing new or improved practices. A realistic approach is essential. There will be limits on 
how much can be done at once or any future time. Priorities should be established by 
assessing:

the added value the practice will create; •

the availability of the resources required; •

anticipated problems in introducing the practice, including resistance to change by  •
stakeholders (too much should not be made of this: change can be managed, but there 
is much to be said for achieving some quick wins);

the extent to which they can form bundles of mutually supporting practices. •



High-performance Work Systems 245

9. Defi ne project objectives

Develop the broad statement of objectives produced at Stage 2 and defi ne what is to be achieved, 
why and how.

10. Get buy-in

This should start at the top with the chief executive and members of the senior management 
team, but so far as possible it should extend to all the other stakeholders (easier if they have 
been involved at earlier stages and if the intentions have been fully communicated).

11. Plan the implementation

This is where things become diffi cult. Deciding what needs to be done is fairly easy; getting it 
done is the hard part. The implementation plan needs to cover:

who takes the lead – this must come from the top of the organization: nothing will  •
work without it;

who manages the project and who else is involved; •

the timetable for development and introduction; •

the resources (people and money required); •

how the change programme will be managed, including communication and further  •
consultation;

the success criteria for the project. •

12. Implement

Too often, 80 per cent of the time spent on introducing an HPWS is devoted to planning and 
only 20 per cent on implementation. It should be the other way round. Whoever is responsible 
for implementation must have considerable project and change management skills.

High-performance work systems – key learning points

The key characteristics of a high-
performance culture

People know what’s expected of  •
them – they understand their goals 
and accountabilities.

People feel that their job is worth  •
doing, and there is a strong fi t between 
the job and their capabilities.

Management defi nes what it requires  •
in the shape of performance 



246 Human Resource Management Processes

High-performance work systems – key learning points 
(continued)

improvements, sets goals for success 
and monitors performance to ensure 
that the goals are achieved.

There is a focus on promoting posi- •
tive attitudes that result in an engaged, 
committed and motivated workforce.

Performance management processes  •
are aligned to business goals to ensure 
that people are engaged in achieving 
agreed objectives and standards.

Capacities of people are developed  •
through learning at all levels to 
support performance improvement.

The characteristics of a high-
performance work system (HPWS)

Links the fi rm’s selection and pro- •
motion decisions to validated com-
petency models.

A basis for developing strategies that  •
provide timely and effective support 
for the skills demanded to imple-
ment the fi rm’s strategies.

Enacts compensation and perform- •
ance management policies that 

attract, retain and motivate high 
performance employees.

The components of an HPWS

There is no ‘magic list’ of best practices for 
an HPWS although they work best if 
bundled together. The lists that have been 
produced include sophisticated HR prac-
tices in such areas as recruitment, learning 
and development, performance manage-
ment and reward processes.

Impact of high-performance work 
systems

A considerable number of studies have 
been conducted that demonstrate that the 
impact of high-performance work systems 
is positive.

Developing high-performance work 
systems

The approach to developing an HPWS is 
based on an understanding of what the 
goals of the business are and how people 
can contribute to their achievement. This 
leads to an assessment of what type of per-
formance culture is required.
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Questions

1. You have received an e-mail from your operations director to the effect that he is con-
fused by the terms ‘high performance’, ‘high commitment’ and ‘high involvement’ man-
agement. He wants to know what the differences are between them, if any. He would also 
like your views on how any of them might benefi t the company, particularly distribu-
tion and customer service. Draft a reply.

2. What has recent research told us about the extent to which high-performance working 
leads to improved levels of organizational performance?

3. Your managing director has asked you to draft a paper for the board on why the organi-
zation should introduce a high-performance work system. Prepare the paper explaining 
what such as system would look like and how it might be developed.
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Part III
Work and Employment

This part of the handbook is concerned with the factors affecting employment in 

organizations. It explores the nature of work, the employment relationship and the 

important concept of the psychological contract.
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14
Work

Key concepts and terms

Financial fl exibility •

Functional fl exibility •

Numerical fl exibility •

Work •

The fl exible fi rm •

The lean organization •

Portfolio career •

On completing this chapter you should be able to defi ne these key concepts. 
You should also know about:

Learning outcomes

The nature of work •

Feelings about work •

The future of work •

The essential components of work •

Organizational factors affecting  •
work: the fl exible fi rm and the 
lean fi rm

 251
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Introduction

The nature and meaning of work need to be taken into account when developing employment 
policies and practices. The aim of this chapter is to provide the basic information required to 
do this. This comprises the nature and signifi cance of work for people, the factors that affect 
how work takes place within organizations, changes in the pattern of employment and the 
future of work.

The nature of work

Work is the exertion of effort and the application of knowledge and skills to achieve a purpose. 
Most people work to earn a living – to make money. But they also work because of the other 
satisfactions it brings, such as doing something worthwhile, a sense of achievement, prestige, 
recognition, the opportunity to use and develop abilities, the scope to exercise power, and 
companionship. Gallie et al (1994), quoting research conducted by the Social Change and 
Economic Life Initiative, found that 67 per cent of the people questioned worked for money 
but a surprisingly high proportion (27 per cent) said they worked for the intrinsic rewards 
money provides (‘expressive reasons’).

Within organizations, the nature of the work carried out by individuals and what they feel 
about it is governed by the employment relationship and the psychological contract, as consid-
ered in Chapters 15 and 16 respectively.

Essential components of work, Thomas (1999)

Work produces or achieves something (it is not an end in itself). •

Work involves a degree of obligation or necessity (it is a task set either  •
by others or ourselves).

Work involves effort and persistence (it is not wholly pleasurable,  •
although there may be pleasurable elements in it).
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The meaning of work

Research conducted by the Roffey Park Institute found that 70 per cent of employees were 
looking for ‘more meaning in the workplace’. As the authors of the report, Holbeche and 
Springett (2004) commented:

The search for meaning appears to be part of a fundamental human need to feel of 
value and to make a difference… People need and want to belong to communities in 
which they can make meaningful contributions. Work, for many people, provides a 
source of identity and a feeling of togetherness. It gives us a sense of our status in 
society.

As Noon and Blyton (2007) pointed out, work is regarded by many people as a central life 
activity – research has established that in terms of importance, respondents judged work to be 
second only to their family. They suggested that the signifi cance of work arises through the 
work ethic, ie a feeling that it is morally necessary to work and seek paid employment rather 
than being idle.

Feelings about work

Research into employee motivation and the psychological contract by Guest et al (1996) and 
Guest and Conway (1997) obtained the following responses from the people they surveyed:

work remains a central interest in the lives of most people; •

if they won the Lottery, 39 per cent would quit work and most of the others would con- •
tinue working;

asked to select the three most important things they look for in a job, 70 per cent of  •
respondents cited pay, 62 per cent wanted interesting and varied work and only 22 per 
cent were looking for job security;

35 per cent claimed that they were putting in so much effort that they could not work  •
any harder and a further 34 per cent claimed they were working very hard.

The 2004 Workplace Employee Relations Survey (WERS) covering 700,000 workplaces and 
22.5 million employees established on how they felt at work. The results are summarized in 
Table 14.1.
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Table 14.1 Feelings at work (WERS, 2004)

The job 
makes you 

feel:

All of the 
time 

%

Most of the 
time 

%

Some of the 
time 

%

Occasionally
%

Never
%

Tense 4 15 42 27 12

Calm 3 30 29 27 11

Relaxed 2 10 35 32 21

Worried 2 10 35 32 21

Uneasy 2  8 28 33 29

Content 5 33 30 22 11

This does not present an unduly gloomy picture. The percentage of people feeling either tense 
or calm some, more or all of the time was much the same. An equal number of people were 
never relaxed or worried and rather more were never uneasy; 69 per cent were content all, 
most or some of the time. The WERS survey also revealed that job-related well-being was 
higher in small organizations and workplaces than in large ones, higher among union members, 
falls with increased education and is U-shaped with regard to age (ie higher amongst younger 
and older employees than amongst the middle-aged).

An analysis by Brown et al (2008) of changes in job satisfaction between the 1998 and 2004 
WERS surveys found signifi cant increases in satisfaction with the sense of achievement from 
work together with improvements in perceptions of job security, the climate of employment 
relations and managerial responsiveness.

Commitment to work, Gallie and White (1993)

Stronger:

the more qualifi cations a person has; •

the more successful they feel they have been in their career; •

the higher they value ‘hard work’; •

the more they feel they have personal control over their destiny; •

the higher their preference for their current job; •

the lower their preference for ‘an easy life’; •

the higher their attachment to their current organization. •
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Organizational factors affecting work

The nature of work alters as organizations change in response to new demands and environ-
mental pressures. The notions of the fl exible fi rm and the ‘lean’ organization are particularly 
signifi cant.

The fl exible fi rm

The fl exible fi rm is one in which there is structural and operational fl exibility. The concept 
originated in the work of Doeringer and Priore (1971) and Loveridge and Mok (1979) but was 
popularized by Atkinson (1984).

Structural fl exibility is present when the core of permanent employees is supplemented by a 
peripheral group of part-time employees, employees on short- or fi xed-term contracts or sub-
contracted workers. The forms of operational fl exibility are set out below.

Forms of operational fl exibility

1. Functional fl exibility, which is sought so that employees can be redeployed quickly 
and smoothly between activities and tasks. Functional fl exibility may require multi-
skilling – workers who possess and can apply a number of skills, for example, both 
mechanical and electrical engineering, or multitasking – workers who carry out a 
number of different tasks, for example in a work team.

2. Numerical fl exibility, which is sought so that the number of employees can be 
quickly and easily increased or decreased in line with even short-term changes in 
the level of demand for labour.

3. Financial fl exibility, which provides for pay levels to refl ect the state of supply and 
demand in the external labour market and also means the use of fl exible pay 
systems that facilitate either functional or numerical fl exibility.

Atkinson (1984) suggested that the growth of the fl exible fi rm has involved the break-up of the 
labour force into increasingly peripheral, and therefore numerically fl exible, groups of workers 
clustered around a numerically stable core group that will conduct the organization’s key, 
fi rm-specifi c activities. This is usually called the ‘core-periphery’ view of the fi rm.

At the core, the focus is on functional fl exibility. Shifting to the periphery, numerical fl exibility 
becomes more important. As the market grows, the periphery expands to take up slack; as 
growth slows, the periphery contracts. In the core, only tasks and responsibilities change; the 
workers here are insulated from medium-term fl uctuations in the market and can therefore 
enjoy a measure of job security, whereas those in the periphery are exposed to them.
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Several concerns about the concept of the fl exible fi rm have been raised by Marchington and 
Wilkinson (1996). First, it tends to fuse together description, prediction and prescription into 
a self-fulfi lling prophesy. Second, the evidence of a signifi cant increase in ‘fl exible fi rms’ and 
fl exibility within fi rms is lacking. Third, it is not a recent phenomenon – the proportion of 
people working part-time has grown for decades. Fourth, there are doubts about the costs and 
benefi ts of fl exibility – sub-contracted workers can be expensive and part-time workers may 
have higher levels of absenteeism and lack commitment.

The lean organization

The term ‘lean production’ was popularized by Womack and Jones (1970) in The Machine that 
Changed the World. But the drive for leaner methods of working was confi ned initially to the 
car industry, as in Toyota, one of the pioneers of lean production, or more loosely, ‘world class 
manufacturing’.

Lean production aims to add value by minimizing waste in terms of materials, time, space and 
people. Production systems associated with leanness include just-in-time, supply chain man-
agement, material resources planning and zero defects/right fi rst time.

The concept of ‘leanness’ has since been extended to non-manufacturing organizations. This 
can often be number-driven and is implemented by means of a reduction in headcounts 
(downsizing) and a reduction in the number of levels of management and supervision (delay-
ering). But there is no standard model of what a lean organization looks like. According to 
research conducted by Kinnie et al (1996) fi rms select from a menu the methods that meet 
their business needs. These include, other than delayering or the negative approach of down-
sizing, positive steps such as team-based work organizations, cross-functional management 
and development teams, emphasis on horizontal business processes rather than vertical struc-
tures, and HRM policies aimed at high performance and commitment and including commu-
nication programmes and participation in decision making.

Changes in the pattern of employment

Changes in the pattern of employment include the shift to a service-sector economy, the 
increasing number of female and part-time employees, greater employment fl exibility, the 
changing size and distribution of the public sector, growth in the numbers of knowledge 
workers, growth in self-employment and the changing age structure.

The following analysis of the pattern of employment was made by ESRC (2008):

In the third quarter of 2006 there were 29 million people employed in the UK and 1.7  •
million unemployed.
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Financial and business services account for about one in fi ve jobs in the UK compared  •
with about one in eight in 1986.

In 1986 more than one in four jobs held by men were in manufacturing. By 2006 this  •
had fallen to less than one in seven.

The number of people in the UK normally working over 45 hours per week generally  •
rose from 1992/93 until it peaked in the autumn of 1997. Since then it has been steadily 
in decline: now only one in fi ve workers puts in a 45-plus hour week.

Career expectations

It is often said that the days of the lifelong career are over, especially for white-collar workers, 
and that the job security they previously enjoyed no longer exists. The evidence from the ESRC 
(2000) survey showed that this was not the case. Job tenure has not fallen but has in fact 
increased on average from six years and two months to seven years and four months. For men 
there has been a small decrease but for women there has been a signifi cant increase.

The future of work

Futurologists, as noted by Nolan and Wood (2003), have been busy forecasting what is going 
to happen to work. Charles Handy (1984) was one of the fi rst. He offered the notions of ‘port-
folio workers’ who frequently changed their careers, a new ‘knowledge economy’ and the col-
lapse of work in traditional industries. The full employment society, he claimed, was becoming 
the part-employment society. ‘Labour and manual skills were yielding to knowledge as the 
basis for new business and new work… Hierarchies and bureaucracies were being supported 
by emerging networks and partnership and the one-organization career was becoming rarer.’

Pessimists such as Bridges (1995) and Rifkin (1995) have argued that growing insecurity, wid-
ening social divisions and higher levels of unemployment are the inevitable consequences of 
structural change, new information and communication technologies. Alternatively, optimists 
such as Leadbeater (2000) have held out the prospect of a world with limitless possibilities for 
creative, cooperative and socially useful work. But as Nolan and Wood (2003) comment, the 
evidence on work and employment patterns in Britain (see above) confounds many of these 
claims: ‘Complexity, unevenness and the enduring features in the structure and relations of 
employment are crowded out by visions of universal paradigm shifts.’
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Work – key learning points

The nature of work

Most people work to earn a living. But they 
also work because of the other satisfactions 
it brings, such as doing something worth-
while, a sense of achievement, prestige, rec-
ognition, the opportunity to use and 
develop abilities, the scope to exercise 
power, and companionship.

The essential components of work

Work produces or achieves some- •
thing (it is not an end in itself).

Work involves a degree of obligation  •
or necessity (it is a task set either by 
others or ourselves).

Work involves effort and persistence  •
(it is not wholly pleasurable, 
although there may be pleasurable 
elements in it).

Feelings about work

Work remains a central interest in the lives 
of most people.

Organizational factors affecting 
work

The nature of work alters as organizations 
change in response to new demands and 
environmental pressures. The notions of 
the fl exible fi rm and the ‘lean’ organization 
are particularly signifi cant.

The future of work

Futorologists have predicted various fun-
damental changes, ‘paradigm shifts’, in the 
nature of work but as Nolan and Wood 
(2003) comment, ‘complexity, unevenness 
and the enduring features in the structure 
and relations of employment are crowded 
out by visions of universal paradigm shifts’.

Questions

1. What are the main changes that have taken place in the pattern of employment in recent 
years? Explain how these changes have affected your organization.

2. Your operations director, who is in charge of a large distribution centre and an associ-
ated customer service department, has asked you to explain how fl exible working may 
benefi t his operations, taking into account that there are marked seasonal fl uctuations 
in customer demand. Prepare a memorandum that sets out the different types of fl exi-
bility available and suggests which of these might be appropriate.

3. Your managing director has sent you the following e-mail: ‘I have heard about lean pro-
duction but are the concepts involved applicable in any way to a fi rm like ours, which is 
not involved in manufacturing?’ Draft your reply.
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The Employment Relationship

Key concepts and terms

Agency theory •

Exchange theory •

Labour process theory •

The pay–work bargain •

Procedural justice •

Relationship contract •

Trust •

The employment relationship •

High trust organization •

Mutuality •

Pluralist framework of reference •

Psychological contract •

Transactional contract •

Unitary framework of reference •

On completing this chapter you should be able to defi ne these key concepts. 
You should also know about:

Learning outcomes

Basis of the employment  •
relationship

What is happening to the  •
employment relationship

Developing a high trust  •
organization

Employment relationship  •
contracts

Managing the employment  •
relationship

Theories explaining the  •
employment relationship

260 
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Introduction

The employment relationship is one that is established whenever employers and employees 
work together. A positive employment relationship is required, one in which there is trust and 
mutuality – the state that exists when management and employees are interdependent and 
both benefi t from this interdependency. Such a relationship provides a foundation for employ-
ment and employee relations policies, including the development of a climate of mutual trust. 
It governs much of what organizations need to be aware of in developing and applying human 
resource management and employee relations processes, policies and procedures. These need 
to be considered in terms of what they will or will not contribute to furthering a productive 
and rewarding relationship between all the parties concerned. This chapter describes the 
employment relationship, how it is managed and how a climate of trust can be created. Theories 
about the relationship are summarized at the end of the chapter.

The employment relationship defi ned

Organizations consist of employers and employees who relate to one another This is the 
employment relationship, which may be expressed formally by what Rubery et al (2002) 
regarded as its cornerstone, namely the contract of employment. In law an employee is someone 
working for an employer who has the ultimate right to tell the worker what to do. In the UK, 
the Employment Rights Act (1996) defi nes an ‘employee’ as a person who works under a con-
tract of employment, the tacit assumption being that ‘the employer’ is the other party to the 
contract. This is sometimes called ‘the pay–work bargain’. The employment relationship can 
additionally be defi ned formally by such means as procedure agreements and work rules.

But the employment relationship is also an informal and constant process that happens when-
ever an employer has dealings with an employee, and vice versa. Underpinning the employ-
ment relationship is the psychological contract, which expresses certain assumptions and 
expectations about what managers and employees have to offer and are willing to deliver. This 
is discussed in more detail in Chapter 16. The dimensions of the employment relationship as 
described by Kessler and Undy (1996) are shown in Figure 15.1.
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The employment
relationship

Parties

•  managers
•  employees
•  employees’
   representatives

Operation

•  level
•  process
•  style

Structure

•  formal rules/procedures
•  informal understandings,
   expectations, assumptions

Substance

Individual:
•  job
•  reward
•  career
•  communications
•  culture

Collective:
•  joint agreements
•  joint machinery

Figure 15.1 Dimensions of the employment relationship

The basis of the employment relationship

The starting point of the employment relationship is an undertaking by an employee to 
provide skill and effort to the employer in return for which the employer provides the 
employee with a salary or a wage (the pay–work bargain). Initially the relationship is founded 
on a legal contract. This may be a written contract, but the absence of such a contract does 
not mean that no contractual relationship exists. Employers and employees still have certain 
implied legal rights and obligations. The employer’s obligations include the duty to pay 
salary or wages, provide a safe workplace, to act in good faith towards the employee and not 
to act in such a way as to undermine the trust and confi dence of the employment relation-
ship. The employee has corresponding obligations, which include obedience, competence, 
honesty and loyalty.

The employment relationship exists at different levels in the organization (management to 
employees generally, and managers to individual employees and their representatives or groups 
of people). The operation of the relationship will also be affected by processes such as com-
munication and consultation, and by the management style prevailing throughout the organi-
zation or adopted by individual managers.

An important point to remember about the employment relationship is that, generally, it is the 
employer that has the power to dictate the contractual terms unless they have been fi xed by 
collective bargaining. Individuals, except when they are much in demand, have little scope to 
vary the terms of the contract imposed upon them by employers. Inevitably there are confl icts 
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of interest between employers that want to control compliant and high-performing employees 
and the employees who want to maintain their rights to ‘a fair day’s pay for a fair day’s work’.

Employment relationship contracts

Two types of contracts defi ning the employment relationship have been distinguished by 
MacNeil (1985) and Rousseau and Wade-Benzoni (1994), namely relationship contracts and 
transactional contracts.

Types of employment relationship contracts

Transactional contracts are formal contracts that have well-described terms of  •
exchange between employer and employees, which are often expressed fi nan-
cially. They contain specifi ed performance requirements.

Relational contracts are largely informal contracts with more abstract terms and  •
refer to an open-ended membership of the organization. Performance require-
ments attached to this continuing membership are incomplete or ambiguous.

There is also the psychological contract, which is implied rather than stated.

More specifi cally, the employment relationship is governed by express agreements between 
employers and employees including contracts of employment, the terms implied by common 
law and statutory requirements.

Express agreements

Express agreements consist of written contracts of employment but they may be conveyed 
orally at an interview or even set out in an advertisement. In addition, express terms may be 
included in collective agreements or works rules.

Contracts of employment

A formal contract is an agreement between two or more parties which the law will enforce. The 
essential elements that have to be present to make a contract enforceable are as follows:

there must have been an offer by one party that has been accepted by the other party; •

there must be an intention to create legal relations; •
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the terms agreed by the parties must be suffi ciently certain to be enforceable; •

the agreement must be supported by consideration (ie some form of payment). •

Contracts contain:

express terms – those defi ned in writing or orally (eg pay, hours, holidays, pensions); •

implied terms – those that can be implied into the contract of employment by nature  •
of the relationship, by the conduct of the parties or by custom and practice (note that 
an implied term cannot override or exclude an expressly agreed term or a term expressly 
included by statute);

terms implied by statute – the duty of the parties to conform to statutory law. •

Contracts may also include a statement of the duties involved in the job, ideally with a fl exibil-
ity clause such as: ‘the employee will perform such duties and will be responsible to such 
person, as the company may from time to time require’. In certain cases it may be stated that: 
‘The employee will work at different locations as required by the company.’

Contracts may consist of one or a number of documents:

the letter of appointment; •

a written statement of express terms; •

other documents, such as staff handbooks, works rules, or collective agreements that  •
are incorporated into the contract by being expressly referred to in the letter of appoint-
ment or written statement.

Common law

The common law obligations of employers include the duty to pay wages, provide work, coop-
erate with the employee, and take reasonable care of the health and safety of the employee. 
Employees, in turn, are expected to cooperate with the employer, be faithful to the employer, 
and take reasonable care in performing their duties.

Statutory requirements – written particulars

Written particulars (a statutory statement) of the main terms and conditions of employment 
must be given to all employees who work eight or more hours a week, within two months of 
starting work. Changes to terms have to be notifi ed individually. The written statement must 
contain or refer to particulars of the following:

the name of the employer and the employee; •

starting date; •
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commencement of continuous service; •

the scale or rate of remuneration, or the method of calculating remuneration; •

the intervals at which remuneration is paid (eg weekly, monthly); •

hours of work and normal working hours; •

entitlement to holidays, including public holidays; •

entitlement to holiday pay, including entitlement to accrued holiday pay on terminat- •
ing employment;

provision of sick pay, if any; •

pensions and pension schemes; •

the length of notice the employee is obliged to give and is entitled to receive to termi- •
nate his or her contract of employment;

the title of the job the employee is employed to do; •

the disciplinary rules that apply to the employee (or reference can be made to a docu- •
ment specifying these rules, which is reasonably accessible to the employee);

in fi rms with 20 or more workers, employees will be entitled to additional information  •
on how the company’s training policy affects them.

What is happening to the employment relationship

Gallie et al (1998), in their analysis of the outcome of their Employment in Britain research 
programme, noted that while there have been shifts in the ways in people are employed, ‘the 
evidence for a major change in the nature of the employment relationship was much less con-
vincing’. But they did note a number of developments, as listed below.

Developments in the employment relationship, Gallie et al (1998)

New forms of management, often based explicitly or implicitly on HRM  •
principles and emphasizing individual contracts rather than collective 
bargaining.

There was some increase in task discretion but there was no evidence of  •
a signifi cant decline in managerial control; indeed, in some important 
respects control was intensifi ed.

Supervisory activity was still important. •

Integrative forms of management policy were centred on non-manual  •
employees.
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Managing the employment relationship

The dynamic and often nebulous nature of the employment relationship increases the diffi -
culty of managing it. The problem is compounded because of the multiplicity of the factors 
that infl uence the contract – the culture of the organization, the prevailing management style, 
the values, espoused and practised, of top management, the existence or non-existence of a 
climate of trust, day-to-day interactions between employees and line managers, and the HR 
policies and practices of the business.

The latter are particularly important. The nature of the employment relationship is strongly 
infl uenced by HR actions. These cover all aspects of HRM. How people are treated in such 
areas as recruitment, performance reviews, promotion, career development, reward, involve-
ment and participation, grievance handling, disciplinary procedures and redundancy will be 
particularly important. The ways in which people are required to carry out their work (includ-
ing fl exibility and multi-skilling), how performance expectations are expressed and communi-
cated, how work is organized and how people are managed will also make a signifi cant impact 
on the employment relationship. HR specialists can contribute to the development of a posi-
tive and productive employment relationship in the following ways:

during recruitment interviews – presenting the unfavourable as well as the favourable  •
aspects of a job in a ‘realistic job preview’;

in induction programmes – communicating to new starters the organization’s HR policies  •
and procedures and its core values, indicating to them the standards of performance expected 
in such areas as quality and customer service, and spelling out requirements for fl exibility;

by issuing and updating employee handbooks that reinforce the messages delivered in  •
induction programmes;

The great majority of employees continued to attach a high level of  •
importance to the intrinsically motivating aspects of work.

The higher the level of skill, the more people were involved with their  •
work.

The raising of skill levels and the granting of increased discretion to  •
employers are key factors in improving the quality of work experience.

High levels of commitment to the organization can reduce absenteeism  •
and labour turnover but there was no evidence that organizational com-
mitment ‘added anything over and above other organizational and task 
characteristics with regard to the quality of work performance’.
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by encouraging the development of performance management processes that ensure  •
that performance expectations are agreed and reviewed regularly;

by encouraging the use of personal development plans that spell out how continuous  •
improvement of performance can be achieved, mainly by self-managed learning;

by using learning and development programmes to underpin core values and defi ne  •
performance expectations;

by ensuring through manager and team leader training that managers and team leaders  •
understand their role in managing the employment relationship through such proc-
esses as performance management and team leadership;

by encouraging the maximum amount of contact between managers and team leaders  •
and their team members to achieve mutual understanding of expectations and to 
provide a means of two-way communications;

by adopting a general policy of transparency – ensuring that on all matters that affect  •
them, employees know what is happening, why it is happening and the impact it will 
make on their employment, development and prospects;

by developing HR procedures covering grievance handling, discipline, equal opportu- •
nities, promotion and redundancy and ensuring that they are implemented fairly and 
consistently;

by developing and communicating HR policies covering the major areas of employ- •
ment, development, reward and employee relations;

by ensuring that the reward system is developed and managed to achieve equity, fair- •
ness, consistency and transparency in all aspects of pay and benefi ts;

generally, by advising on employee relations procedures, processes and issues that  •
further good collective relationships.

These approaches to managing the employment relationship cover all aspects of people man-
agement. It is important to remember, however, that this is a continuous process. The effective 
management of the relationship means ensuring that values are upheld and that a transparent, 
consistent and fair approach is adopted in dealing with all aspects of employment. It is also 
important to remember that perhaps the best way of improving the employment relationship 
is to develop a high trust organization.

Developing a high trust organization

A high trust organization is one in which high levels of trust exist between employees and 
management. A climate of trust is an essential ingredient in a positive employment 



268 Work and Employment

relationship. Trust, as defi ned by the Oxford English Dictionary, is a fi rm belief that a person 
may be relied on. An alternative defi nition has been provided by Shaw (1997) to the effect that 
trust is the ‘belief that those on whom we depend will meet our expectations of them’. These 
expectations are dependent on ‘our assessment of another’s responsibility to meet our needs’.

It has been suggested by Herriot et al (1998) that trust should be regarded as social capital – the 
fund of goodwill in any social group that enables people within it to collaborate with one 
another. Thompson (1998) sees trust as a ‘unique human resource capability that helps the 
organization fulfi l its competitive advantage’ – a core competency that leads to high business 
performance. Thus there is a business need to develop a high trust organization, as described 
below.

A high trust organization, Fox (1973)

In a high trust organization, participants share certain ends or values; bear 
towards each other a diffuse sense of long-term obligations; offer each other 
spontaneous support without narrowly calculating the cost or anticipating any 
short-term reciprocation; communicate honestly and freely; are ready to repose 
their fortunes in each other’s hands; and give each other the benefi t of any 
doubt that may arise with respect to goodwill or motivation.
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This ideal state may seldom, if ever, be attained, but it does represent a picture of an effective 
organization in which, as Thompson (1998) noted, trust ‘is an outcome of good management’. 
He also commented that a number of writers have generally concluded that trust is ‘not some-
thing that can, or should, be directly managed’. He cites Sako (1994) who wrote that: ‘Trust is 
a cultural norm which can rarely be created intentionally because attempts to create trust in a 
calculative manner would destroy the effective basis of trust.’

In the end trust is not to do with managing people or processes, but is more about relation-
ships and mutual support. Trust is created and maintained by managerial behaviour and by 
the development of better mutual understanding of expectations – employers of employees, 
and employees of employers.

Clearly, the sort of behaviour that is most likely to engender trust is when management is 
honest with people, keeps its word (delivers the deal) and practices what it preaches. 
Organizations that espouse core values (‘people are our greatest asset’) and then proceed to 
ignore them will be low-trust organizations.
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More specifi cally, trust will be developed if management acts fairly, equitably and consistently, 
if a policy of transparency is implemented, if intentions and the reasons for proposals or deci-
sions are communicated both to employees generally and to individuals, if there is full involve-
ment in developing reward processes, and if mutual expectations are agreed through 
performance management.

Failure to meet these criteria, wholly or in part, is perhaps the main reason why so many per-
formance-related pay schemes have not lived up to expectations. The starting point is to under-
stand and apply the principles of distributive and procedural justice.

When do employees trust management?

Management is more likely to be trusted by employees when the latter:

believe that the management means what it says; •

observe that management does what it says it is going to do – suiting the action to the  •
word;

know from experience that management, in the words of Guest and Conway (1998),  •
‘delivers the deal – it keep its word and fulfi ls its side of the bargain’;

feel they are treated justly. •

Distributive, procedural and natural justice

To treat people justly is to deal with them fairly and equitably. Leventhal (1980), following Adams 
(1965), distinguished between distributive and procedural justice, and the principle of natural 
justice has been enshrined in employment law, especially the law dealing with dismissal.

Distributive justice refers to how rewards are distributed. People will feel that they have been 
treated justly in this respect if they believe that rewards have been distributed in accordance 
with their contributions, that they receive what was promised to them and that they get what 
they need.

Procedural justice refers to the ways in which managerial decisions are made and personnel 
procedures are managed. The fi ve factors that affect perceptions of procedural justice as iden-
tifi ed by Tyler and Bies (1990) are:

1. Adequate consideration of an employee’s viewpoint.

2. Suppression of personal bias towards an employee.

3. Applying criteria consistently across employees.

4. Providing early feedback to employees about the outcome of decisions.

5. Providing employees with an adequate explanation of decisions made.
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Natural justice refers to how people are treated in disciplinary and dismissal cases. The three 
principles are:

1. Individuals should know the standards of performance they are expected to meet and the 
rules to which they are expected to conform.

2. They should be given a clear indication of where they are failing or what rules they have 
broken.

3. Except in cases of gross misconduct, they should be given an opportunity to improve 
before disciplinary action is taken.

Renewing trust

As suggested by Herriot et al (1988), if trust is lost, a four-step programme is required for its 
renewal:

1. Admission by top management that it has paid insuffi cient attention in the past to employ-
ees’ diverse needs.

2. A limited process of contracting whereby a particular transition to a different way of working 
for a group of employees is done in a form that takes individual needs into account.

3. Establishing ‘knowledge-based’ trust, which is based not on a specifi c transactional deal 
but on a developing perception of trustworthiness.

4. Achieving trust based on identifi cation in which each party empathizes with each other’s 
needs and therefore takes them on board themselves (although this fi nal state is seldom 
reached in practice).

Theories explaining the employment relationship

The meaning of the employment relationship has been explained in a number of theories, 
summarized below.

Labour process theory

Labour process theory was originally formulated by Karl Marx (translated in 1976). His thesis 
was that surplus is appropriated from labour by paying it less than the value it adds to the 
labour process. Capitalists therefore design the labour process to secure the extraction of 
surplus value. The human capacity to produce is subordinated to the exploitative demands of 
the capitalist, which is an alien power confronting the worker who becomes a ‘crippled mon-
strosity by furthering his skill as if in a forcing house through the suppression of a whole world 
of productive drives and inclinations’.



The Employment Relationship 271

Considerably later, a version of labour process theory was set out by Braverman (1974). His 
view was that the application of modern management techniques, in combination with mech-
anization and automation, secures the real subordination of labour and de-skilling of work in 
the offi ce as well as the shop fl oor. He stated that the removal of all forms of control from the 
worker is ‘the ideal towards which management tends, and in pursuit of which it uses every 
productive innovation shaped by science’. He saw this as essentially the application of ‘Taylorism’ 
(ie F W Taylor’s concept of scientifi c management, meaning the use of systematic observation 
and measurement, task specialism and, in effect, the reduction of workers to the level of effi -
ciently functioning machines).

Braverman’s notion of labour process theory has been criticized as being simplistic by subse-
quent commentators such as Littler and Salaman (1982) who argue that there are numerous 
determinants in the control of the labour process. And Friedman (1977) believes that 
Braverman’s version neglects the diverse and sophisticated character of management control 
as it responds not only to technological advances but also to changes in the degree and inten-
sity of worker resistance and new product and labour market conditions. Storey (1985) has 
commented that ‘the labour process bandwagon… is now holed and patched beyond repair’.

But labour process theory continues to thrive in different forms. It was claimed by Edwards 
(1990) that relationships between capital and labour are ones of ‘structured antagonism’. 
Newton and Findlay (1996) believed that labour process theory explains how management has 
at its disposal a range of mechanisms through which control is exercised: ‘Job performance 
and its assessment are at the heart of the labour process.’ Management, according to Newton 
and Findlay is constantly seeking ways to improve the effectiveness of control mechanisms to 
achieve compliance. Managers ‘try to squeeze the last drop of surplus value’ out of their 
labour.

Thompson and Harley (2007) noted that: ‘The notion of the workplace as contested terrain is 
a central motif of labour process theory.’ They pointed out that what is happening is a process 
of ‘capitalizing on humanity’ rather than investing in human capital. However, they did 
comment that; ‘In the employment relationship there will always be (actual and potential) 
confl ict, but simultaneously there will be shared interests.’ And they suggested that: ‘In an envi-
ronment where employee skills and commitment are central to organizational success, it is 
precisely by giving more that organizations will gain more.’

Agency theory

Agency or principal agent theory indicates that principals (owners and managers) have to 
develop ways of monitoring and controlling the activities of their agents (staff). Agency theory 
suggests that principals may have problems in ensuring that agents do what they are told. It is 
necessary to clear up ambiguities by setting objectives and monitoring performance to ensure 
that objectives are achieved.
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Agency theory has been criticized by Gomez-Mejia and Balkin (1992) as ‘managerialist’. As 
Armstrong (1996) wrote: ‘It looks at the employment relationships purely from management’s 
point of view and regards employees as objects to be motivated by the carrot and stick. It is a 
dismal theory, which suggests that people cannot be trusted.’

Exchange theory

Exchange theory sets out to explain organizational behaviour in terms of the rewards and costs 
incurred in the interaction between employers and employees. There are four concepts:

1. Rewards – payoffs that satisfy needs emerging from the interactions between individuals 
and their organizations.

2. Costs – fatigue, stress, anxiety, punishments and the value of rewards that people have lost 
because of lack of opportunity.

3. Outcomes – rewards minus costs: if positive the interaction yields a ‘profi t’ and this is sat-
isfactory as long as it exceeds the minimum level of expectation.

4. Level of comparisons – people evaluate the outcome of an interaction against the profi t 
they are foregoing elsewhere.

Unitary and pluralist frames of reference

One of the often expressed aims of human resource management is to increase the commit-
ment of people to the organization by getting them to share its views and values and integrate 
their own work objectives with those of the organization. This concept adopts a unitary frame 
of reference; in other words, as expressed by Gennard and Judge (2005), organizations are 
assumed to be ‘harmonious and integrated, all employees sharing the organizational goals and 
working as members of one team’. Alternatively, the pluralist perspective as expressed by Cyert 
and March (1963) sees organizations as coalitions of interest groups and recognizes the legiti-
macy of different interests and values. Organizational development programmes which, 
amongst other things, aim to increase commitment and teamwork, adopt a unitary frame-
work. But it can be argued that this is a managerialist assumption and that the legitimate inter-
ests of the other members of a pluralist society – the stakeholders – will have their own interests 
that should be respected.
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The employment relationship – key learning points

Basis of the employment relation ship

An undertaking by an employee to provide 
skill and effort to the employer in return for 
which the employer provides the employee 
with a salary or a wage. The employer’s obli-
gations also include the duty to provide a safe 
workplace, to act in good faith towards the 
employee and not to act in such a way as to 
undermine the trust and confi dence of the 
employment relationship. The employee has 
corresponding obligations, which include 
obedience, competence, honesty and loyalty.

Employment relationship contracts

The three types of employment relation-
ship contracts are transactional, relational 
and psychological.

Three of the more important developments 
in the employment relationship (Gallie et 
al, 1998) are:

1. New forms of management, often 
based explicitly or implicitly on HRM 
principles and emphasizing individual 
contracts rather than collective 
bargaining.

2. There was some increase in task discre-
tion but there was no evidence of a 

signifi cant decline in managerial 
control; indeed, in some important 
respects control was intensifi ed.

3. The higher the level of skill, the more 
people were involved with their work.

Managing the employment 
relation ship

The dynamic and often nebulous nature of 
the employment relationship and the multi-
plicity of the factors that infl uence the con-
tract increase the diffi culty of managing it.

Developing a high trust organization

A high trust organization exists when man-
agement is honest with people, keeps its 
word (delivers the deal) and practices what 
it preaches. Trust is created and maintained 
by managerial behaviour and by the devel-
opment of better mutual understanding of 
expectations – employers of employees, and 
employees of employers.

Theories explaining the employment 
relationship

The theories explaining the employment 
relationship are labour process theory, 
agency theory and exchange theory.

Questions

1. What is the basis and the main features of the employment relationship?

2. It was claimed by Edwards (1990) that relationships between capital and labour are ones 
of  ‘structured antagonism’. What does this mean and to what extent is it true?
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Introduction

The psychological contract underpins the employment relationship. This chapter defi nes the 
psychological contract, explains its signifi cance and describes how it is changing.

The psychological contract defi ned

A psychological contract is a set of unwritten expectations that exist between individual 
employees and their employers. As Guest (2007) noted, it is concerned with: ‘The perceptions 
of both parties to the employment relationship, organization and individual, of the reciprocal 
promises and obligations implied in that relationship.’ A psychological contract is a system of 
beliefs that encompasses the actions employees believe are expected of them and what response 
they expect in return from their employer and, reciprocally, the actions employers believe are 
expected of them and what response they expect in return from their employees.

The concept of the psychological contract is commonly traced back to the early work of Argyris 
(1957) and to social exchange theory (Blau, 1964). The latter explains social change and stabil-
ity as a process of negotiated exchanges between parties. However, the key developments 
leading to its current use as an analytical framework were provided mainly by Schein (1965), 
who explained that: ‘The notion of a psychological contract implies that there is an unwritten 
set of expectations operating at all times between every member of an organization and the 
various managers and others in that organization.’ This defi nition was amplifi ed by Rousseau 
and Wade-Benzoni (1994) as follows.

Psychological contracts, Rousseau and Wade-Benzoni (1994)

Psychological contracts refer to beliefs that individuals hold regarding prom-
ises made, accepted and relied upon between themselves and another. (In the 
case of organizations, these parties include an employee, client, manager, and/
or organization as a whole.) Because psychological contracts represent how 
people interpret promises and commitments, both parties in the same employ-
ment relationship (employer and employee) can have different views regarding 
specifi c terms.
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Within organizations, as Katz and Kahn (1966) pointed out, every role is basically a set of 
behavioural expectations. These expectations are often implicit – they are not defi ned in the 
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employment contract. Basic models of motivation such as expectancy theory (Vroom, 1964) 
and operant conditioning (Skinner, 1974) maintain that employees behave in ways they expect 
will produce positive outcomes. But they do not necessarily know what to expect.

Expectations in the psychological contract, Rousseau and Greller (1994)

The ideal contract in employment would detail expectations of both employee 
and employer. Typical contracts, however, are incomplete due to bounded 
rationality which limits individual information seeking, and to a changing 
organizational environment that makes it impossible to specify all conditions 
up front. Both employee and employer are left to fi ll up the blanks.
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Employees may expect to be treated fairly as human beings, to be provided with work that uses 
their abilities, to be rewarded equitably in accordance with their contribution, to be able to 
display competence, to have opportunities for further growth, to know what is expected of 
them and to be given feedback (preferably positive) on how they are doing. Employers may 
expect employees to do their best on behalf of the organization – ‘to put themselves out for the 
company’ – to be fully committed to its values, to be compliant and loyal, and to enhance the 
image of the organization with its customers and suppliers. Sometimes these assumptions are 
justifi ed – often they are not. Mutual misunderstandings can cause friction and stress and lead 
to recriminations and poor performance, or to a termination of the employment 
relationship.

To summarize in the words of Guest and Conway (1998), the psychological contract lacks 
many of the characteristics of the formal contract: ‘It is not generally written down, it is some-
what blurred at the edges, and it cannot be enforced in a court or tribunal.’
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The psychological contract as defi ned by Guest et al (1996)

The psychological contract is concerned with assumptions, expectations, 
promises and mutual obligations. It creates attitudes and emotions which form 
and govern behaviour. A psychological contract is implicit. It is also dynamic 
– it develops over time as experience accumulates, employment conditions 
change and employees re-evaluate their expectations.
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The psychological contract and the employment 
relationship

The psychological contract is best seen as a metaphor; a word or phrase borrowed from another 
context that helps us make sense of our experience. The psychological contract is a way of 
interpreting the state of the employment relationship.

As described by Guest et al (1996), the psychological contract may provide some indication of 
the answers to the two fundamental employment relationship questions that individuals pose: 
‘What can I reasonably expect from the organization?’ and ‘What should I reasonably be 
expected to contribute in return?’ But it is unlikely that the psychological contract and there-
fore the employment relationship will ever be fully understood by either party.

The aspects of the employment relationship covered by the psychological contact will include 
from the employee’s point of view:

how they are treated in terms of fairness, equity and consistency; •

security of employment; •

scope to demonstrate competence; •

career expectations and the opportunity to develop skills; •

involvement and infl uence; •

trust in the management of the organization to keep their promises. •

From the employer’s point of view, the psychological contract covers such aspects of the 
employment relationship as competence, effort, compliance, commitment and loyalty.
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What employees and employers want, Guest et al (1996)

While employees may want what they have always wanted – security, a career, 
fair rewards, interesting work and so on – employers no longer feel able or 
obliged to provide these. Instead, they have been demanding more of their 
employees in terms of greater input and tolerance of uncertainty and change, 
while providing less in return, in particular less security and more limited 
career prospects.
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The core of the psychological contract

A model of the psychological contract as formulated by Guest et al (1996) suggests that the 
core of the contract can be measured in terms of fairness of treatment, trust, and the extent to 
which the explicit deal or contract is perceived to be delivered. The full model is illustrated in 
Figure 16.1.

• Organizational 
culture

• HRM policy and 
practice

• Experience

• Expectations

• Alternatives

• Fairness

• Trust

• Delivery of the deal

• Organizational 
citizenship

• Organizational 
commitment

• Motivation

• Satisfaction and 
well-being

Causes Content Consequences

Figure 16.1 A model of the psychological contract

The signifi cance of the psychological contract

As suggested by Spindler (1994): ‘A psychological contract creates emotions and attitudes 
which form and control behaviour’. Its signifi cance was summarized by Sims (1994) as 
follows.
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The signifi cance of the psychological contract, Sims (1994)

A balanced psychological contract is necessary for a continuing, harmonious 
relationship between the employee and the organization. However, the viola-
tion of the psychological contract can signal to the participants that the parties 
no longer shared (or never shared) a common set of values or goals.
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The concept highlights the fact that employee/employer expectations take the form of unar-
ticulated assumptions. Disappointments on the part of management as well as employees may 
therefore be inevitable. These disappointments can, however, be alleviated if management 
appreciate that one of their key roles is to manage expectations, which means clarifying what 
they believe employees should achieve, the competences they should possess and the values 
they should uphold. And this is a matter not just of articulating and stipulating these require-
ments but of discussing and agreeing them with individuals and teams.

The psychological contract governs the continuing development of the employment relation-
ship, which is constantly evolving over time. But how the contract is developing and the impact 
it makes may not be fully understood by any of the parties involved. Spindler (1994) com-
ments that: ‘In a psychological contract the rights and obligations of the parties have not been 
articulated much less agreed to. The parties do not express their expectations and, in fact, may 
be quite incapable of doing so.’

People who have no clear idea about what they expect may, if such unexpressed expectations 
have not been fulfi lled, have no clear idea why they have been disappointed. But they will be 
aware that something does not feel right. And a company staffed by ‘cheated’ individuals who 
expect more than they get is heading for trouble.

Schein (1965) made the following points about the importance of the psychological contract.
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Effectiveness and organizational commitment depend on the following, 
Schein (1965)

1. The degree to which people’s expectations of what the organization will 
provide to them and what they owe the organization in return matches what 
the organization’s expectations are of what it will give and get in return.

2. The nature of what is actually to be exchanged (assuming there is some 
agreement) – money in exchange for time at work; social need satisfaction 
and security in exchange for hard work and loyalty; opportunities for self-
actualization and challenging work in exchange for high productivity, high 
quality work, and creative effort in the service of organizational goals; or 
various combinations of these and other things.
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The research conducted by Guest and Conway (2002) led to the conclusion that:

The management of the psychological contract is a core task of management and 
acknowledged as such by many senior HR and employment relations managers, and 
shows that it has a positive association with a range of outcomes within the employ-
ment relationship and is a useful way of conceptualizing that relationship.

Changes to the psychological contract

The nature of the psychological contract is changing in many organizations in response to 
changes in their external and internal environments. The ways in which psychological con-
tracts are changing as suggested by Hiltrop (1995) are shown in Table 16.1.

Table 16.1 Changes in the psychological contract

From To

Imposed relationship (compliance,  •
command and control

Permanent employment relationship •

Mutual relationship (commitment,  •
participation and involvement)

Variable employment relationship  •
– people and skills only obtained and 
retained when required
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From To

Focus on promotion •
Finite duties •
Meeting job requirements •
Emphasis on job security and loyalty to  •
the company

Training provided by the organization •

Focus on lateral career development •
Multiple roles •
Add value •
Emphasis on employability and loyalty to  •
own career skills

Opportunities for self-managed learning •

Hiltrop suggests that a new psychological contract is emerging – one that is more situational 
and short-term and which assumes that each party is much less dependent on the other for 
survival and growth. He believes that in its most naked form, the new contract could be defi ned 
as follows:

There is no job security. The employee will be employed as long as he or she adds value 
to the organization, and is personally responsible for fi nding new ways to add value. In 
return, the employee has the right to demand interesting and important work, has the 
freedom and resources to perform it well, receives pay that refl ects his or her contribu-
tion, and gets the experience and training needed to be employable here or elsewhere.

State of the psychological contract 2004

The 2004 Workplace Employee Relations Survey (published in 2005) surveyed 21,624 employ-
ees in workplaces employing more than 10 people about their level of job satisfaction. The 
results are shown in Table 16.2.

Table 16.2 Job satisfaction (WERS, 2004)

Very 
satisfi ed

%

Satisfi ed
%

Neither
%

Dissatisfi ed 
%

Very 
dissatisfi ed 

%

Sense of 
achievement

18 52 19 8 3

Scope for using 
initiative

20 52 19 8 3

Table 16.1 continued
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Very 
satisfi ed

%

Satisfi ed
%

Neither
%

Dissatisfi ed 
%

Very 
dissatisfi ed 

%

Infl uence over job 12 15 28 11  3

Training 11 40 26 16  7

Pay  4 31 26 28 13

Job security 13 50 22 11  5

Work itself 17 55 19  7  3

Involvement in 
decision making

 8 30 39 17  6

The only area in which there was more dissatisfaction than satisfaction was pay. A higher pro-
portion than might have been expected (72 per cent) was satisfi ed or very satisfi ed with the 
work itself and equally high percentages were satisfi ed with regard to having a sense of achieve-
ment and scope for using initiative.

How psychological contracts develop

Psychological contracts are not developed by means of a single transaction; they evolve over time 
and can be multi-faceted. There are many contract makers who exert infl uence over the whole 
duration of an employee’s involvement with an organization. Spindler (1994) comments that:

Every day we create relationships by means other than formal contracts… As individu-
als form relationships they necessarily bring their accumulated experience and devel-
oped personalities with them. In ways unknown to them what they expect from the 
relationship refl ects the sum total of their conscious and unconscious learning to date. 

The problem with psychological contracts is that employees are often unclear about what they 
want from the organization or what they can contribute to it. Some employees are equally 
unclear about what they expect from their employees.

Because of these factors, and because a psychological contract is essentially implicit, it is likely 
to develop in an unplanned way with unforeseen consequences. Anything that management 

Table 16.2 continued
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does or is perceived as doing that affects the interests of employees will modify the psychologi-
cal contract. Similarly the actual or perceived behaviour of employees, individually or collec-
tively, will affect an employer’s concept of the contract.

Developing and maintaining a positive psychological 
contract

As Guest et al (1996) point out:

A positive psychological contract is worth taking seriously because it is strongly linked 
to higher commitment to the organization, higher employee satisfaction and better 
employment relations. Again this reinforces the benefi ts of pursuing a set of progressive 
HRM practices.

They also emphasize the importance of a high-involvement climate and suggest in particular 
that HRM practices such as the provision of opportunities for learning, training and develop-
ment, focus on job security, promotion and careers, minimizing status differentials, fair reward 
systems and comprehensive communication and involvement processes will all contribute to 
a positive psychological contract. The steps required to develop a positive psychological con-
tract are shown below.

Steps required to develop a positive psychological contract

Defi ne expectations during recruitment and induction programmes. •

Communicate and agree expectations as part of the continuing dialogue that is  •
implicit in good performance management practices.

Adopt a policy of transparency on company policies and procedures and on  •
management’s proposals and decisions as they affect people.

Generally treat people as stakeholders, relying on consensus and cooperation  •
rather than control and coercion.

On the basis of their research, Guest and Conway (2002) emphasize the importance of com-
munication in shaping the psychological contract, especially at the recruitment and induction 
stage when promises and commitments can be made by employers on such matters as interest-
ing work, learning and development opportunities, not to make unreasonable demands on 
employees, feedback on performance, fair treatment, work/life balance, a reasonable degree of 
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security and a safe working environment. They concluded that following the recruitment and 
induction stage, communication is most effective if it is personal and job-related. Top-down 
communication is less important. They also stressed that a positive psychological contract can 
only be achieved if management keeps its word – if it does not breach the contract.

The psychological contract – key learning points

The psychological contract defi ned

A psychological contract is a set of unwrit-
ten expectations that exist between individ-
ual employees and their employers. It is a 
system of beliefs that encompasses the 
actions employees believe are expected of 
them and what response they expect in 
return from their employer, and, recipro-
cally, the actions employers believe are 
expected of them and what response they 
expect in return from their employees.

The psychological contract and the 
employment relationship

The aspects of the employment relationship 
covered by the psychological contact will 
include from the employee’s point of view:

how they are treated in terms of fair- •
ness, equity and consistency;

security of employment; •

scope to demonstrate competence; •

career expectations and the oppor- •
tunity to develop skills;

involvement and infl uence; •

trust in the management of the  •
organization to keep their promises.

From the employer’s point of view, the psy-
chological contract covers such aspects of 

the employment relationship as compe-
tence, effort, compliance, commitment and 
loyalty.

The core of the psychological contract

The core of the psychological contract can 
be measured in terms of fairness of treat-
ment, trust, and the extent to which the 
explicit deal or contract is perceived to be 
delivered.

The signifi cance of the psychological 
contract

A psychological contract creates emotions 
and attitudes that form and control behav-
iour (Spindler, 1994).

Changes to the psychological contract

The nature of the psychological contract is 
changing in many organizations in response 
to changes in their external and internal 
environments. For example, there is more 
focus on mutuality, a variable employment 
relationship and employability.

The state of the psychological contract

A national survey (WERS) in 2004 found 
that the only area in which there was more 
dissatisfaction than satisfaction was pay. A 
higher proportion than might have been 
expected (72 per cent) was satisfi ed or very 
satisfi ed with the work itself and equally 
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Questions

1. You have been asked to write a short piece for your CIPD branch magazine on the psy-
chological contract and its signifi cance. Prepare an outline of the article.

2. You have been asked by your managing director to let her have a brief report on what 
your company can do to develop a more positive psychological contract. Prepare the 
report.

3. How do psychological contracts develop?
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ers, relying on consensus and coop-
eration rather than control and 
coercion.
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Part IV
Organizational Behaviour

As defi ned by Huczyinski and Buchanan, 2007 organizational behaviour is concerned 

with ‘the study of the structure, functioning and performance of organizations, and 

the behaviour of groups and individuals within them’.

The purpose of this part of the book is to outline a basic set of concepts and to provide 

analytical tools that will enable HR specialists to diagnose organizational behaviour 

and to take appropriate actions. Following an introduction to the concept of organiza-

tional behaviour (Chapter 17), a general analysis of the characteristics of individuals at 

work is provided (Chapter 18).

The notions of individual motivation, employee engagement and commitment are 

then explored in Chapters 19, 20 and 21. These terms are sometimes confused but are 

distinguished in this part as follows:

Motivation is the strength and direction of behaviour and the factors that infl uence  •
people to behave in certain ways in carrying out their work.

Employee engagement takes place when people at work are interested in and posi- •
tive, even excited, about their jobs and are prepared to go the extra mile to get them 

done to the best of their ability.

Organizational commitment is the strength of an individual’s identifi cation with,  •
and involvement in, a particular organization.

Thus, motivation could be regarded as task-oriented, engagement could be seen as job-

oriented and commitment seen as organization-oriented.

The part ends with a description of how organizations function (Chapter 22) and an 

examination of the concept of organizational culture (Chapter 23).
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The Essence of Organizational 

Behaviour

Key concepts and terms

Behavioural science •

Process theory •

Variance theory •

Organizational behaviour •

Social sciences •

On completing this chapter you should be able to defi ne these key concepts. 
You should also know about:

Learning outcomes

The characteristics of  •
organizational behaviour

The sources and applications of  •
organization behaviour theory

The factors affecting  •
organizational behaviour

The signifi cance of organizational  •
behaviour theory
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Introduction

People perform their roles within complex systems called organizations. The study of organi-
zational behaviour focuses on people within the context of their organizations – analysing and 
understanding what they do, how they do it and the factors that affect their behaviour. The aim 
is to provide the basis for developing HR policies and practices which will lead to improved 
organizational capability. 

Organizational behaviour defi ned

‘Organizational behaviour’ is the term used to describe how people within their organizations 
act, individually or in groups, and how organizations function, in terms of their structure, 
processes and culture. As noted by Wood (1995) it was fi rst used in the late 1950s. The follow-
ing are three other defi nitions:

The study of the structure, functioning and performance of organizations, and the  •
behaviour of groups and individuals within them. (Pugh, 1971)

The interdisciplinary body of knowledge and fi eld of research, concerned with how  •
formal organizations, behaviour of people in organizations, and salient features of their 
context and environment, evolve and take shape, why all these things happen the way 
they do, and what purposes they serve. (Sorge and Warner, 1997)

The study of human behaviour, attitudes, and performance within an organizational  •
setting; drawing on theory, methods and principles from such disciplines as psychol-
ogy, sociology, political science and cultural anthropology to learn about individuals, 
groups, structure and processes. (Ivancevich et al, 2008)

Characteristics of organizational behaviour

The following characteristics of organizational behaviour have been identifi ed by Ivancevich 
et al (2008):
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Characteristics of organizational behaviour, Ivancevich et al (2008)

1. It is a way of thinking about individuals, groups and organizations.

2. It is multidisciplinary – it uses principles, models, theories and methods 
from other disciplines.

3. There is a distinctly humanistic orientation – people and their attitudes, 
perceptions, learning capacities, feelings and goals are of major 
importance.

4. It is performance-orientated – it deals with the factors affecting perform-
ance and how it can be improved.

5. The use of scientifi c method is important in studying variables and 
relationships.

6. It is applications-orientated in the sense of being concerned with provid-
ing useful answers to questions which arise when managing 
organizations.
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Note that organization behaviour is described in this analysis as multidisciplinary, not inter-
disciplinary as mentioned by Sorge and Warner (1997). Huczynski and Buchanan (2007) 
pointed out that: 

This is an area where the contributions of the different social and behavioural sciences 
can be integrated. The extent of that integration, however, is comparatively weak. 
Multidisciplinary means drawing from a number of different subjects. Interdisciplinary 
suggests that different subjects collaborate with each other. Full interdisciplinary col-
laboration is rare. 

Organizational behaviour and the social and 
behavioural sciences

Organizational behaviour studies make considerable use of social and behavioural science 
methodologies which involve the use of scientifi c procedures. The social sciences include the 
disciplines of psychology, social psychology, sociology, anthropology, economics and political 
science.

Behavioural science is mainly concerned with psychology and sociology. It was defi ned by 
Kelly (1969) as: ‘The fi eld of enquiry dedicated to the study of human behaviour through 
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sophisticated but rigorous methods’. The term ‘behavioural science’ was fi rst used to describe 
a Ford Foundation research programme at Harvard in 1950. It became prominent in the 1960s 
and 1970s and formed the basis for the behavioural science school of organization as discussed 
in Chapter 21. It played an important part in the earlier manifestations of organizational 
development as covered in Chapter 24 and infl uenced the quality of working life movement in 
the 1970s and the principles of job design as described in Chapter 27.

Explaining organizational behaviour

Two ways of explaining organizational behaviour have been described by Mohr (1982): vari-
ance theory and process theory.

Variance theory

Variance theory explains the causes of organizational behaviour by reference to the independ-
ent or causal variables which cause a change and result in dependent variables – the outcomes 
of the change. Variance theory involves the defi nition and precise measurement of the 
variables. 

Process theory

Process theory explains organizational behaviour by producing narratives which provide 
probable explanations of the outcomes of a series of events.

Factors affecting organizational behaviour

The actions, reactions and interactions of people that constitute organizational behaviour are 
infl uenced by the following factors.

Factors affecting organizational behaviour

The characteristics of people at work – individual differences, attitudes, person- •
ality, attributions, orientation and the roles they play.

How people are motivated. •

The process of employee engagement. •

The process of organizational commitment. •
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The sources and applications of organizational 
behaviour theory

Figure 17.1 summarizes how each of the main organization behaviour disciplines contributes 
fi rst to different aspects of organization behaviour theory, which in turn infl uence HR 
practices.

Psychology

•  individual differences
•  personality
•  attitudes
•  perceptions
•  self-concept
•  attributions
•  motivation
•  engagement and 
   commitment
•  learning
•  leadership

•  job/work design
•  selection processes 
   and tests
•  learning and 
   development 
   programmes
•  performance 
   management
•  reward management
•  attitude 
   measurement

Discipline Contribution to theory Application

Social psychology

•  group processes
•  attitude change
•  behavioural change
•  communication

•  organization 
   development
•  organization design
•  change management
•  communication 
   systems

Sociology

•  group dynamics
•  power
•  politics
•  conflict 
•  organization culture
•  leadership

•  organization 
   development
•  organization design
•  leadership 
   development
•  employee relations

Figure 17.1 The sources and applications of organization behaviour theory

How organizations function. •

Organizational culture. •
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The signifi cance of organizational behaviour theory

All managers and HR specialists are in the business of infl uencing behaviour in directions that 
will meet business needs. An understanding of organizational processes and skills in the analy-
sis and diagnosis of organizational behaviour is therefore important. As Nadler and Tushman 
(1980) wrote:

The manager needs to understand the patterns of behaviour that are observed to predict 
in what direction behaviour will move (particularly in the light of managerial action), 
and to use this knowledge to control behaviour over the course of time. Effective man-
agement action requires that the manager be able to diagnose the system he or she is 
working in.

The essence of organizational behaviour – key learning 
points

The characteristics of organizational 
behaviour

It is a way of thinking about individ- •
uals, groups and organizations.

It is multidisciplinary – it uses prin- •
ciples, models, theories and methods 
from other disciplines.

There is a distinctly humanistic  •
orientation – people and their 
attitudes, perceptions, learning 
capacities, feelings and goals are of 
major importance.

It is performance-orientated – it  •
deals with the factors affecting per-
formance and how it can be 
improved.

The use of scientifi c method is  •
important in studying variables and 
relationships.

It is applications-orientated in the  •
sense of being concerned with pro-
viding useful answers to questions 
which arise when managing organ-
izations.

The factors affecting organizational 
behaviour

The characteristics of people at work  •
– individual differences, attitudes, 
personality, attributions, orienta-
tion and the roles they play.

How people are motivated. •

The process of employee engage- •
ment.

The process of organizational  •
commitment.

How organizations function. •

Organizational culture. •
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Questions

1. A colleague e-mails you to the effect that she missed a session on organizational behav-
iour in her course at the local college of further education. She asks you to recall what 
you learned about the subject when you took the course and for your opinion on its 
importance. Reply. 

2. What are the characteristics of organizational behaviour?

3. What are the factors that affect organizational behaviour?
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The essence of organizational behaviour – key learning 
points (continued)

The sources and applications of 
organization behaviour theory

The sources comprise the disciplines of 
psychology, social psychology and sociol-
ogy. Contributions are based on an under-
standing of individual differences, 
leadership, group processes and concepts 
such as motivation, engagement and com-
mitment. Applications cover all aspects of 
people management and development. 

The signifi cance of organizational 
behaviour theory

All managers and HR specialists are in the 
business of infl uencing behaviour in direc-
tions that will meet business needs. An 
understanding of organizational processes 
and skills in the analysis and diagnosis of 
organizational behaviour is therefore 
important.
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Characteristics of People

Key concepts and terms

Ability •

Attitudes •

Attribution theory •

Bounded rationality •

Emotional intelligence •

Emotions •

Self-effi cacy •

Intelligence •

Orientation to work •

Perception •

Personality •

Psychological climate •

Roles •

On completing this chapter you should be able to defi ne these key concepts. 
You should also know about:

Learning outcomes

Individual differences •

Personality theories •

Types of behaviour •

Variations in personal  •
characteristics

Emotional intelligence  •
characteristics
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Introduction

To manage people effectively, it is necessary to take into account the factors that affect how 
they behave at work. This means understanding the signifi cance of individual differences, the 
characteristics of people that explain how they act and the types of behaviour that feature in 
organizational life.

Individual differences

The development of HR processes and the design of organizations are often predicated on the 
belief that everyone is the same and will behave rationally when faced with change or other 
demands. But the behaviour of people differs because of their characteristics and individual 
differences and it is not always rational.

The management of people would be much easier if everyone were the same, but they aren’t. 
As discussed below, they are, of course, different because of variations in personal characteris-
tics and the infl uence of their background (the culture in which they were brought up); sex, 
race or disability are also considered factors by some people although holding these views 
readily leads to discrimination. In addition, there will be differences in ability, intelligence, per-
sonality, background and the environment in which they were brought up.

Variations in personal characteristics

The headings under which personal characteristics can vary have been classifi ed by Mischel 
(1968) as follows.

Variations in personal characteristics, Mischel (1968)

Competencies – abilities and skills. •

Constructs – the conceptual framework that governs how people per- •
ceive their environment.

Expectations – what people have learnt to expect about their own and  •
others’ behaviour.

Values – what people believe to be important. •

Self-regulatory plans – the goals people set themselves and the plans  •
they make to achieve them.SO

U
RC

E 
RE

V
IE

W



Characteristics of People 301

These are affected by environmental or situational variables, including the type of work indi-
viduals carry out; the culture, climate and management style in the organization; the social 
group within which they work; and the ‘reference groups’ that individuals use for comparative 
purposes (eg comparing conditions of work or pay between one category of employee and 
another).

The infl uence of background and culture

Individual differences may be a function of people’s background, which will include the envi-
ronment and culture in which they have been brought up and now exist. Levinson (1978) sug-
gested that ‘individual life structure’ is shaped by three types of external event: the socio-cultural 
environment, the roles people play and the relationships they have, and the opportunities and 
constraints that enable or inhibit them to express and develop their personality.

Differences arising from sex, race or disability

It is futile, dangerous and invidious to make assumptions about inherent differences between 
people because of their sex, race or disability. If there are differences in behaviour at work these 
are more likely to arise from environmental and cultural factors than from differences in fun-
damental personal characteristics. The work environment undoubtedly infl uences feelings 
and behaviour for all these categories. Arnold et al (1991) referred to research that established 
that working women as a whole ‘experienced more daily stress, marital dissatisfaction, and 
ageing worries, and were less likely to show overt anger than either housewives or men’. Ethnic 
minorities may fi nd that the selection process is biased against them, promotion prospects are 
low and that they are subject to other overt or subtle forms of discrimination. The behaviour 
of disabled people can also be affected by the fact that they are not given equal opportunities. 
There is, of course, legislation against discrimination in each of those areas but this cannot 
prevent the more covert forms of prejudice.

Infl uences on behaviour at work

Behaviour at work is dependent on both the personal characteristics of individuals, as consid-
ered below, and the situation in which they are working. These factors interact, and this theory 
of behaviour is sometimes called ‘interactionism’. It is because of the process of interaction and 
because there are so many variables in personal characteristics and situations that behaviour is 
diffi cult to analyse and predict. It is generally assumed that attitudes determine behaviour but 
there is not such a direct link as most people suppose. As Arnold et al (1991) comment, research 
evidence has shown that: ‘People’s avowed feelings and beliefs about someone or something 
seemed only loosely related to how they behaved towards it.’
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Environmental infl uences on behaviour, James and Sells (1981)

Role characteristics such as role ambiguity and confl ict (see the last  •
section of this chapter).

Job characteristics such as autonomy and challenge. •

Leader behaviours including goal emphasis and work facilitation. •

Work group characteristics including cooperation and friendliness. •

Organizational policies that directly affect individuals such as the  •
reward system.SO

U
RC

E 
RE

V
IE

W

Personal characteristics

The personal characteristics that affect people’s behaviour at work are their ability, intelli-
gence, personality, attitudes, emotions and emotional intelligence.

Abilities

Ability is the quality possessed by people that makes an action possible. Abilities have been 
analysed by Burt (1954) and Vernon (1961). They classifi ed them into two major groups:

V:ed – standing for verbal, numerical, memory and reasoning abilities.

K:m – standing for spatial and mechanical abilities, as well as perceptual (memory) and motor 
skills relating to physical operations such as eye/hand coordination and mental dexterity.

They also suggested that overriding these abilities there is GMA, or general mental ability, 
which accounts for most variations in performance. It is interesting to note that, as established 
by Schmidt and Hunter (1998) following a meta-analysis of 85 years of research fi ndings, for 
selecting people without previous experience the most valid predictor of future performance 
and learning was GMA.

Alternative classifi cations have been produced by:

Thurstone (1940) – spatial ability, perceptual speed, numerical ability, verbal meaning,  •
memory, verbal fl uency and inductive reasoning.

Gagne (1977) – intellectual skills, cognitive (understanding and learning) skills, verbal  •
and motor skills.
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Argyle (1989) – judgement, creativity and social skills. •

Intelligence

Intelligence has been defi ned as:

‘The capacity to solve problems, apply principles, make inferences and perceive rela- •
tionships.’ (Argyle, 1989)

‘The capacity for abstract thinking and reasoning with a range of different contents and  •
media.’ (Toplis et al, 1991)

‘The capacity to process information.’ (Makin •  et al, 1996)

‘What is measured by intelligence tests.’ (Wright and Taylor, 1970) •

The last, tautological defi nition is not facetious. As an operational defi nition, it can be related 
to the specifi c aspects of reasoning, inference, cognition (ie knowing, conceiving) and percep-
tion (ie understanding, recognition) that intelligence tests attempt to measure.

General intelligence, as noted above, consists of a number of mental abilities that enable a 
person to succeed at a wide variety of intellectual tasks that use the faculties of knowing and 
reasoning. The mathematical technique of factor analysis has been used to identify the con-
stituents of intelligence, such as Thurstone’s (1940) multiple factors listed above.

An alternative approach to the analysis of intelligence was put forward by Guilford (1967), 
who distinguished fi ve types of mental operation: thinking, remembering, divergent produc-
tion (problem solving that leads to unexpected and original solutions), convergent production 
(problem solving that leads to the one, correct solution) and evaluating.

Personality

Personality has been defi ned by Huczynski and Buchanan (2007) as: ‘The psychological quali-
ties that infl uence an individual’s characteristic behaviour patterns in a stable and distinctive 
manner.’ As noted by Ivancevich et al (2008), personality appears to be organized into patterns 
that are, to some degree, observable and measurable and involves both common and unique 
characteristics – every person is different from every other person in some respects but similar 
to other persons in other respects. Personality is a product of both nature (hereditary) and 
nurture (the pattern of life experience). Personality can be described in terms of traits or 
types.

The trait concept of personality

Traits are predispositions to behave in certain ways in a variety of different situations. They 
have been classifi ed as the ‘big fi ve’ as follows.
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Personality traits – the big fi ve, Costa and McRae (1992)

1. Openness.

2. Conscientiousness.

3. Extraversion.

4. Agreeableness.

5. Neuroticism.
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The assumption that people are consistent in the ways they express these traits is the basis for 
making predictions about their future behaviour. We all attribute traits to people in an attempt 
to understand why they behave in the way they do. As Chell (1987) explained: ‘This cognitive 
process gives a sense of order to what might otherwise appear to be senseless uncoordinated 
behaviours. Traits may therefore be thought of as classifi cation systems, used by individuals to 
understand other people’s and their own behaviour.’ But the trait theory of personality has 
been attacked by people such as Mischel (1981). The main criticisms have been as follows:

People do not necessarily express the same trait across different situations or even the  •
same trait in the same situation. Different people may exhibit consistency in some traits 
and considerable variability in others.

Classical trait theory, as formulated by Cattell (1963), assumes that the manifestation  •
of trait behaviour is independent of the situations and the persons with whom the indi-
vidual is interacting. This assumption is questionable, given that trait behaviour usually 
manifests itself in response to specifi c situations.

Trait attributions are a product of language – they are devices for speaking about people  •
and are not generally described in terms of behaviour.

Type theories of personality

Type theory identifi es a number of types of personality that can be used to categorize people 
and may form the basis of a personality test. The types may be linked to descriptions of various 
traits.

One of the most widely used type theories is that of Jung (1923). He identifi ed four major pref-
erences of people:



Characteristics of People 305

1. relating to other people – extraversion or introversion;

2. gathering information – sensing (dealing with facts that can be objectively verifi ed), or 
intuitive (generating information through insight);

3. using information – thinking (emphasizing logical analysis as the basis for decision 
making), or feeling (making decisions based on internal values and beliefs);

4. making decisions – perceiving (collecting all the relevant information before making a 
decision), or judging (resolving the issue without waiting for a large quantity of data).

This theory of personality forms the basis of personality tests such as the Myers-Briggs Types 
Indicator.

Eysenck (1953) produced a well known typology. He identifi ed three personality traits: extro-
version/introversion, neuroticism and psychoticism, and classifi ed people as stable or unstable 
extroverts or introverts. For example, a stable introvert is passive, careful, controlled and 
thoughtful, while a stable extrovert is lively, outgoing, responsive and sociable.

As Makin et al (1996) comment, studies using types to predict work-related behaviours are less 
common and may be diffi cult to interpret: ‘In general it would be fair to say that their level of 
predictability is similar to that for trait measures.’

Attitudes

An attitude can broadly be defi ned as a settled mode of thinking. Attitudes are evaluative. As 
Makin et al 1996 say, ‘Any attitude contains an assessment of whether the object to which it 
refers is liked or disliked.’ Attitudes are developed through experience but they are less stable 
than traits and can change as new experiences are gained or infl uences absorbed. Within 
organizations they are affected by cultural factors (values and norms), the behaviour of man-
agement (management style), policies such as those concerned with pay, recognition, promo-
tion and the quality of working life, and the infl uence of the ‘reference group’ (the group with 
whom people identify). Sometimes there may be a discrepancy between attitudes and behav-
iour, ie someone may believe in one thing such as being fair to people but act differently. This 
is called ‘cognitive dissonance’.

Emotions

Emotions are feelings such as anger, fear, sadness, joy, anticipation and acceptance; they arouse 
people and therefore infl uence their behaviour. The mildest forms of emotions are called 
‘moods’, which are low intensity, long-lasting emotional states.
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Emotional intelligence

Emotional intelligence is a combination of skills and abilities such as self-awareness, self-con-
trol, empathy and sensitivity to the feelings of others. The notion of emotional intelligence was 
fi rst defi ned by Salovey and Mayer (1990), who proposed that it involves the capacity to per-
ceive emotion, integrate emotion in thought, understand emotion and manage emotions 
effectively.

Goleman (1995) popularized the concept. He defi ned emotional intelligence as ‘The capacity 
for recognizing our own feelings and that of others, for motivating ourselves, for managing 
emotions well in ourselves as well as others.’ He defi ned its four components as follows.

Components of emotional intelligence, Goleman (1995)

1. Self-management – the ability to control or redirect disruptive impulses 
and moods and regulate your own behaviour coupled with a propensity to 
pursue goals with energy and persistence. The six competencies associated 
with this component are self-control, trustworthiness and integrity, initia-
tive, adaptability – comfort with ambiguity, openness to change and strong 
desire to achieve.

2. Self-awareness – the ability to recognize and understand your moods, 
emotions and drives as well as their effect on others. This is linked to three 
competencies: self-confi dence, realistic self-assessment and emotional self-
awareness.

3. Social awareness – the ability to understand the emotional makeup of 
other people and skill in treating people according to their emotional reac-
tions. This is linked to six competencies: empathy, expertise in building 
and retaining talent, organizational awareness, cross-cultural sensitivity, 
valuing diversity and service to clients and customers.

4. Social skills – profi ciency in managing relationships and building networks 
to get the desired result from others and reach personal goals and the 
ability to fi nd common ground and build rapport. The fi ve competencies 
associated with this component are: leadership, effectiveness in leading 
change, confl ict management, infl uence/communication, and expertise in 
building and leading teams.
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According to Goleman it is not enough to have a high IQ (intelligence quotient); emotional 
intelligence is also required. Since Goleman’s contribution, the following three major models 
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of emotional intelligence, as summarized by Clarke (2007), that have dominated the writing in 
this area are as follows:

1. Personality models have become the most popular theory of emotional intelligence fol-
lowing Goleman. Here, emotional intelligence is viewed as comprising a range of emo-
tional dispositions as well as competences, from individual traits to a number of learnt 
capabilities. These are all contained within fi ve separate elements of emotional intelli-
gence: self-awareness, motivation, self-regulation, empathy, and adeptness in 
relationships.

2. Mixed models – comprising aspects of personality as well as abilities to perceive emotional 
intelligence and manage emotions – have abounded, with arguably the most developed 
being that by Bar-On (1997). This model includes 15 subscales underpinning fi ve dimen-
sions of an individual’s emotional quotient (EQ). These are identifi ed as: intrapersonal 
EQ (including emotional self-awareness), interpersonal EQ, adaptability, stress manage-
ment, and general mood. The most notable distinction of this model is the far wider array 
of elements that make up emotional intelligence, in addition to those that might be more 
strictly considered as emotional abilities.

3. The ability model, however, views emotional intelligence far more narrowly, comprising a 
set of four cognitive abilities that involve the capacity to identify, reason with, and utilize 
emotions effectively. The construct is made up of four branches: the ability to perceive 
emotion, the ability to integrate emotion to facilitate thought, the ability to understand 
emotions, and the ability to manage and regulate emotions.

As Clarke comments, of all these models, the fi rst two have come under criticism in terms of 
the ambiguity associated with the areas included and the measurement approaches employed. 
The ability model has received more positive commentary as possessing greater validity. 
Research is now showing some exciting implications, particularly as regards a clear link between 
this set of emotional abilities, transformational leadership and the quality of individuals’ social 
relationships.

Types of behaviour

The types of behaviour associated with individual differences are perception, attribution, ori-
entation, roles and bounded rationality.

Perception

Perception is the intuitive understanding, recognition and interpretation of things and events. 
Behaviour will be infl uenced by the perceptions of individuals about the situation they are in. 
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The term ‘psychological climate’ has been coined by James and Sells (1981) to describe how 
perceptions give the situation psychological signifi cance and meaning.

Perception has been defi ned by Ivancevitch et al (2008) as: ‘The process by which an individual 
gives meaning to the environment. It involves organizing and interpreting various stimuli into 
a psychological experience.’ Perception is empirical in that it is based on the individual’s past 
experience. Different people will therefore perceive the same thing in different ways. As 
Ivancevitch et al comment: ‘While we think we are describing some objective reality, we are in 
fact describing our subjective reactions to that reality.’ And it is this perception of reality that 
shapes behaviour. To a large extent people interpret the events and the actions of others from 
their own viewpoint. They see what they want to see.

Attribution theory

Attribution theory is concerned with how people assign causes to events. It involves percep-
tions about why things happen or why people behave in the way they do. Behaviour is often 
infl uenced by the perceived causes of events rather than the events themselves. Attribution 
theory explains how we make judgements about people at work. We make an attribution when 
we perceive and describe other people’s actions and try to discover why they behaved in the 
way they did. We can also make attributions about our own behaviour. Heider (1958) has 
pointed out that: ‘In everyday life we form ideas about other people and about social situa-
tions. We interpret other people’s actions and we predict what they will do under certain 
circumstances.’

In attributing causes to people’s actions we distinguish between what is in the person’s power 
to achieve and the effect of environmental infl uence. A personal cause, whether someone does 
well or badly, may, for example, be the amount of effort displayed, while a situational cause 
may be the extreme diffi culty of the task.

Criteria for deciding whether behaviour is attributable to personal rather 
than external (situational) causes, Kelley (1967)

1. Distinctiveness – the behaviour can be distinguished from the behaviour 
of other people in similar situations.

2. Consensus – if other people agree that the behaviour is governed by some 
personal characteristic.

3. Consistency over time – whether the behaviour is repeated.

4. Consistency over modality (ie the manner in which things are done) – 
whether or not the behaviour is repeated in different situations.SO
U

RC
E 

RE
V

IE
W



Characteristics of People 309

Attribution theory is also concerned with the way in which people attribute success or failure 
to themselves. Research by Weiner (1974) and others has indicated that when people with high 
achievement needs have been successful they ascribe this to internal factors such as ability and 
effort. High achievers tend to attribute failure to lack of effort and not lack of ability. Low 
achievers tend not to link success with effort but to ascribe their failures to lack of ability.

Self-effi cacy

The concept of self-effi cacy was developed by Bandura (1982) who defi ned it as ‘how well one 
can execute courses of action required to deal with prospective situations’. It is concerned with 
an individual’s self-belief that he or she will be able to accomplish certain tasks, achieve certain 
goals or learn certain things. Research by Grandey (2000) established that individuals high on 
self-effi cacy tended to perform at a higher level.

Orientation to work

Orientation theory examines the factors that are instrumental, ie serve as a means of accom-
plishing something, in directing people’s choices about work. An orientation is a central organ-
izing principle that underlies people’s attempts to make sense of their lives. In relation to work, 
as defi ned by Guest (1984): ‘An orientation is a persisting tendency to seek certain goals and 
rewards from work which exists independently of the nature of the work and the work content.’ 
The concept of orientation stresses the role of the social environment factor as a key factor 
affecting motivation.

Orientation theory is primarily developed from fi eldwork carried out by sociologists rather 
than from laboratory work conducted by psychologists. Goldthorpe et al (1968) studied skilled 
and semi-skilled workers in Luton and, in their fi ndings, they stressed the importance of 
instrumental orientation, that is, a view of work as a means to an end, a context in which to 
earn money to purchase goods and leisure. The research team found that the ‘affl uent` workers 
they interviewed valued work largely for extrinsic reasons.

In their research carried out with blue-collar workers in Peterborough, Blackburn and Mann 
(1979) found a wider range of orientations. They suggested that different ones could come 
into play with varying degrees of force in different situations. The fact that workers, in practice, 
had little choice about what they did contributed to this diversity – their orientations were 
affected by the choice or lack of choice presented to them and this meant that they might be 
forced to accept alternative orientations. They commented that: ‘An obsession with wages 
clearly emerged… A concern to minimize unpleasant work was also widespread.’ Surprisingly, 
perhaps, they also revealed that the most persistent preference of all was for outside work, ‘a 
fairly clear desire for a combination of fresh air and freedom’.
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Roles

When faced with any situation, eg carrying out a job, people have to enact a role in order to 
manage that situation. This is sometimes called the ‘situation-act model’. As described by Chell 
(1985), the model indicates that: ‘The person must act within situations: situations are rule-
governed and how a person behaves is often prescribed by these socially acquired rules. The 
person thus adopts a suitable role in order to perform effectively within the situation.’

At work, the term ‘role’ describes the part played by individuals in fulfi lling their work require-
ments. Roles therefore indicate the specifi c forms of behaviour required to carry out a particu-
lar task or the group of tasks contained in a position or job. The concept of a role emphasizes 
the fact that people at work are, in a sense, always acting a part: they are not simply reciting the 
lines but are interpreting them in terms of their own perceptions of how they should behave 
in relation to the context in which they work, especially with regard to their interactions with 
other people.

Role theory, as formulated by Katz and Kahn (1966) states that the role individuals occupy at 
work, and elsewhere, exists in relation to other people – their role set, which consists of the 
individuals with whom a role-holder interacts and therefore infl uences and is also infl uenced 
by them. Members of a role set have expectations about the individuals’ roles, and if they live 
up to these expectations they will have successfully performed the role.

Performance in a role is a product of the situation individuals are in (the organizational context 
and the direction or infl uence exercised from above or elsewhere in the organization) and their 
own skills, competencies, attitudes and personality. Situational factors are important, but the 
role individuals perform can both shape and refl ect their personalities. Stress and inadequate 
performance result when roles are ambiguous, incompatible, or in confl ict with one another.

Role problems

Role ambiguity – when individuals are unclear about what their role is, what is  •
expected of them, or how they are getting on, they may become insecure or lose 
confi dence in themselves.

Role incompatibility – stress and poor performance may be caused by roles  •
having incompatible elements, as when there is a clash between what other 
people expect from the role and what individuals believe is expected of them.

Role confl ict – this happens when, even if roles are clearly defi ned and there are  •
no incompatible elements, individuals have to carry out two antagonistic roles. 
For example, confl ict can exist between the roles of individuals at work and 
their roles at home.
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Bounded rationality

The extent to which people behave rationally is limited by their capacity to understand the 
complexities of the situation they are in and their emotional reactions to it. This is the concept 
of bounded rationality – while people by their own lights are reasoned in their own behaviour, 
the reasoning behind their behaviour is infl uenced by ‘human frailties and demands from both 
within and outside the organization’ (Miller et al, 1999). As Harrison (2005) put it:

Some of the factors that pull players away from a purely rational approach include con-
fused, excessive, incomplete or unreliable data, incompetent processing or communi-
cating of information, pressures of time, human emotions and differences in individuals’ 
cognitive processes, mental maps and reasoning capacity.

Implications for HR specialists

The main implications for HR specialists of the factors that affect individuals at work are sum-
marized below.

Individual differences

When designing jobs, preparing learning and development programmes, assessing and coun-
selling staff, developing reward systems and dealing with grievances and disciplinary prob-
lems, it is necessary to remember that all people are different. What fulfi ls one person may not 
fulfi l another. Abilities, aptitudes and intelligence differ widely and it is necessary to take par-
ticular care in fi tting the right people to the right jobs and giving them the right training. 
Personalities, attitudes and emotions also differ. It is important to focus on how to manage 
diversity. This should take account of individual differences, which will include any issues 
arising from the employment of women, people from different ethnic groups, those with dis-
abilities and older people. The predictive effectiveness of general mental ability (GMA) tests as 
selection aids should be noted.

Judgements on personality

Personality should not be judged or measured simplistically in terms of stereotyped traits. 
People are complex and they change, and account has to be taken of this. The problem for HR 
specialists and managers in general is that, while they have to accept and understand these dif-
ferences and take full account of them, they have ultimately to proceed on the basis of fi tting 
them to the requirements of the situation, which are essentially what the organization needs to 
achieve. There is always a limit to the extent to which an organization that relies on collective 
effort to achieve its goals can adjust itself to the specifi c needs of individuals. But the 
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organization has to appreciate that the pressures it places on people can result in stress and 
therefore can become counter-productive.

Perceptions and attributions

We tend to see things from our own frame of reference when we ascribe motives to other 
people and attempt to establish the causes of their behaviour. We must be careful not to make 
simplistic judgements about causality (ie what has motivated someone’s behaviour) – for our-
selves as well as in respect of others – especially when we are assessing performance.

Self-effi cacy

In operating performance management and reward systems and providing training we must 
try to develop self-belief – the confi dence people have in their own abilities and capacity to 
perform well.

Orientation theory

The signifi cance of orientation theory is that it stresses the importance of the effect of environ-
mental factors on the motivation to work.

Role theory

Role theory helps us to understand the need to clarify with individuals what is expected of 
them in behavioural terms and to ensure when designing jobs that they do not contain any 
incompatible elements. We must also be aware of the potential for role confl ict so that steps 
can be taken to minimize stress.

Bounded rationality

Don’t expect everyone to behave rationally, especially when confronted with change. Use tech-
niques of communication and involvement to overcome irrational reactions.
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Characteristics of people – key learning points

Individual differences

The development of HR processes and the 
design of organizations are often based on 
the belief that everyone is the same and will 
behave rationally when faced with change 
or other demands. But the behaviour of 
people differs because of their characteris-
tics and individual differences and it is not 
always rational.

Variations in personal characteristics

These result from differences in:

competencies – abilities and skills; •

constructs – the conceptual frame- •
work that governs how people per-
ceive their environment;

expectations – what people have  •
learnt to expect about their own and 
others’ behaviour;

values – what people believe to be  •
important;

self-regulatory plans – the goals  •
people set themselves and the plans 
they make to achieve them.

Personality theories

Personality is a product of both nature 
(hereditary) and nurture (the pattern of life 
experience). Personality can be described in 
terms of traits or types.

Emotional intelligence characteristics

Self-management. •

Self-awareness. •

Social awareness. •

Social skills. •

Types of behaviour

The types of behaviour associated with 
individual differences are perception, attri-
bution, orientation, roles and bounded 
rationality.

Role theory

The role individuals occupy at work, and 
elsewhere, exists in relation to other people 
– their role set, which consists of the indi-
viduals with whom a role-holder interacts 
and therefore infl uences and is also infl u-
enced by them.

Questions

1. What is personality?

2. You have been asked to explain trait theory to your fellow students. You are expected to 
submit the theory to critical examination.

3. What problems can occur in carrying out roles?
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Motivation

Key concepts and terms

Content or needs theory •

Discretionary behaviour •

Equity theory •

ERG theory •

Expectancy theory •

Extrinsic motivation •

Goal theory •

Herzberg’s two-factor theory •

Instrumentality  •

Instrumentality theory •

Intrinsic motivation •

Maslow’s hierarchy of needs •

McGregor’s theory X and theory Y •

McClelland’s need theory •

Motivation •

Process or cognitive theory •

Quality of working life •

Reinforcement theory •

Social learning theory •

Valency–instrumentality– •
expectancy theory

On completing this chapter you should be able to defi ne these key concepts. 
You should also know about:

Learning outcomes

The process of motivation •

Motivation theories •

Motivation strategies •

Types of motivation •

Motivation and money •

316 
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Introduction

High performance is achieved by well-motivated people who are prepared to exercise discre-
tionary effort. Even in fairly basic roles, Hunter et al (1990) found that the difference in value-
added discretionary performance between ‘superior’ and ‘standard’ performers was 19 per 
cent. For highly complex jobs it was 48 per cent.

To motivate people it is necessary to appreciate how motivation works. This means understand-
ing motivation theory and how the theory can be put into practice, as discussed in this chapter.

Motivation defi ned

A motive is a reason for doing something. Motivation is concerned with the strength and 
direction of behaviour and the factors that infl uence people to behave in certain ways. The 
term ‘motivation’ can refer variously to the goals individuals have, the ways in which individu-
als chose their goals and the ways in which others try to change their behaviour.

The three components of motivation, Arnold et al (1991)

1. Direction – what a person is trying to do.

2. Effort – how hard a person is trying.

3. Persistence – how long a person keeps on trying.
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Motivating other people is about getting them to move in the direction you want them to go 
in order to achieve a result. Motivating yourself is about setting the direction independently 
and then taking a course of action that will ensure that you get there. Motivation can be 
described as goal-directed behaviour. People are motivated when they expect that a course of 
action is likely to lead to the attainment of a goal and a valued reward – one that satisfi es their 
needs and wants.

Well-motivated people engage in discretionary behaviour – in the majority of roles there is 
scope for individuals to decide how much effort to exert. Such people may be self-motivated, 
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and as long as this means they are going in the right direction to attain what they are there to 
achieve, then this is the best form of motivation. Most of us, however, need to be motivated to 
a greater or lesser degree. There are two types of motivation, and a number of theories explain-
ing how it works as discussed below.

Types of motivation

The two types of motivation are intrinsic motivation and extrinsic motivation.

Intrinsic motivation

Intrinsic motivation can arise from the self-generated factors that infl uence people’s behav-
iour. It is not created by external incentives. It can take the form of motivation by the work 
itself when individuals feel that their work is important, interesting and challenging and pro-
vides them with a reasonable degree of autonomy (freedom to act), opportunities to achieve 
and advance, and scope to use and develop their skills and abilities. Deci and Ryan (1985) sug-
gested that intrinsic motivation is based on the needs to be competent and self-determining 
(that is, to have a choice).

Intrinsic motivation can be enhanced by job or role design. According to an early writer on the 
signifi cance of the motivational impact of job design (Katz, 1964): ‘The job itself must provide 
suffi cient variety, suffi cient complexity, suffi cient challenge and suffi cient skill to engage the 
abilities of the worker.’ In their job characteristics model, Hackman and Oldham (1974) 
emphasized the importance of the core job dimensions as motivators, namely skill variety, task 
identity, task signifi cance, autonomy and feedback.

Extrinsic motivation

Extrinsic motivation occurs when things are done to or for people to motivate them. These 
include rewards, such as incentives, increased pay, praise, or promotion; and punishments, 
such as disciplinary action, withholding pay, or criticism.

Extrinsic motivators can have an immediate and powerful effect, but will not necessarily last 
long. The intrinsic motivators, which are concerned with the ‘quality of working life’ (a phrase 
and movement that emerged from this concept), are likely to have a deeper and longer-term 
effect because they are inherent in individuals and their work and not imposed from outside 
in such forms as incentive pay.
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Motivation theories

There are a number of motivation theories which, in the main, are complementary to one 
another. The leading theories are listed and described below and summarized in Table 19.1. 
The most signifi cant ones are those concerned with expectancy, goal setting and equity, which 
are classifi ed as process or cognitive theories.

Table 19.1 Summary of motivation theories

Category Type Theorist(s) Summary of theory Implications

Instrumentality Taylorism Taylor 
(1911)

If we do one thing it 
leads to another. 
People will be 
motivated to work if 
rewards and punish-
ments are directly 
related to their 
performance

Basis of crude 
attempts to motivate 
people by incentives. 
Often used as the 
implied rationale for 
performance-related 
pay although this is 
seldom an effective 
motivator

Reinforcement The 
motivation 
process

Hull (1951) As experience is 
gained in satisfying 
needs people perceive 
that certain actions 
help to achieve goals 
while others are 
unsuccessful. The 
successful actions are 
repeated when a 
similar need arises

Provides feedback 
which positively 
reinforces effective 
behaviour

Needs 
(content) 
theory

Hierarchy 
of needs

Maslow 
(1954)

A hierarchy of fi ve 
needs exist: physi-
ological, safety, social, 
esteem, self-fulfi l-
ment. Needs at a 
higher level only 
emerge when a lower 
need is satisfi ed

Focuses attention on 
the various needs 
that motivate people 
and the notion that a 
satisfi ed need is no 
longer a motivator. 
The concept of a 
hierarchy has no 
practical signifi cance

ERG theory Alderfer 
(1972)

Three fundamental 
needs: existence, 
relatedness and 
growth

A simpler and more 
convincing approach 
to Maslow’s on the 
motivation provided 
by needs
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Category Type Theorist(s) Summary of theory Implications

Needs 
(content) 
theory 
continued

Managerial 
needs 
theory

McClelland 
(1973)

Managers have three 
fundamental needs: 
achievement, affi lia-
tion and power

Draws attention to 
the needs of manag-
ers and the impor-
tant concept of 
‘achievement 
motivation’

Process/
cognitive 
theory

Expectancy 
theory

Vroom 
(1964), 
Porter and 
Lawler 
(1968)

Effort (motivation) 
depends on the 
likelihood that 
rewards will follow 
effort and that the 
reward is worthwhile

The key theory 
informing 
approaches to 
rewards, ie that they 
must be a link 
between effort and 
reward (line of sight), 
the reward should be 
achievable and 
should be worthwhile

Goal theory Latham 
and Locke 
(1979)

Motivation will 
improve if people 
have demanding but 
agreed goals and 
receive feedback

Provides the ration-
ale for performance 
management, goal 
setting and feedback

Equity 
theory

Adams 
(1965)

People are better 
motivated if treated 
equitably

Need to have equita-
ble reward and 
employment 
practices.

Social 
learning 
theory

Bandura
(1977)

Emphasizes the 
importance of 
internal psychologi-
cal factors, especially 
expectancies about 
the value of goals and 
the individual’s 
ability to reach them

Infl uences perform-
ance management 
and learning and 
development 
practices

Table 19.1 continued
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Category Type Theorist(s) Summary of theory Implications

Two-factor 
model

Related to 
needs 
theory

Herzberg et 
al (1957)

Two groups of factors 
affect job satisfaction: 
(1) those intrinsic to 
the work itself; (2) 
those extrinsic to the 
job (extrinsic 
motivators or 
hygiene factors) such 
as pay and working 
conditions

Identifi es a number 
of fundamental needs 
ie achievement, 
recognition, advance-
ment, autonomy and 
the work itself. 
Infl uences 
approaches to job 
design (job enrich-
ment). Underpins the 
proposition that 
reward systems 
should provide for 
both fi nancial and 
non-fi nancial 
rewards

Theory X and 
theory Y

General 
approaches 
to 
motivation

McGregor 
(1960)

Theory X is the 
traditional view that 
people must be 
coerced into per-
forming; theory Y is 
the view that people 
will exercise self-
direction and 
self-direction in the 
service of objectives 
to which they are 
committed

Emphasizes the 
importance of 
commitment, 
rewards and integrat-
ing individual and 
organizational needs

Table 19.1 continued

Leading motivation theories

Reinforcement theory. •

Instrumentality theory. •

Content or needs theory. •

Process or cognitive theory. •
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Instrumentality theory

‘Instrumentality’ is the belief that if we do one thing it will lead to another. In its crudest form, 
instrumentality theory states that people only work for money.

The theory emerged in the second half of the 19th century with its emphasis on the need to 
rationalize work and on economic outcomes. It assumes that people will be motivated to work 
if rewards and penalties are tied directly to their performance; thus the awards are contingent 
upon effective performance. Instrumentality theory has its roots in the scientifi c management 
methods of Taylor (1911), who wrote: ‘It is impossible, through any long period of time, to get 
workmen to work much harder than the average men around them unless they are assured a 
large and permanent increase in their pay.’

This theory provides a rationale for incentive pay, albeit a dubious one. It is based on the prin-
ciple of reinforcement. Motivation using this approach has been and still is widely adopted 
and can be successful in some circumstances. But it is based exclusively on a system of external 
controls and fails to recognize a number of other human needs. It also fails to appreciate the 
fact that the formal control system can be seriously affected by the informal relationship exist-
ing between workers.

Reinforcement theory

As experience is gained in taking action to satisfy needs; people perceive that certain actions 
help to achieve their goals while others are less successful. Some actions bring rewards; others 
result in failure or even punishment. Reinforcement theory as developed by Hull (1951) sug-
gests that successes in achieving goals and rewards act as positive incentives and reinforce the 
successful behaviour, which is repeated the next time a similar need emerges. The more power-
ful, obvious and frequent the reinforcement, the more likely it is that the behaviour will be 
repeated until, eventually, it can become a more or less unconscious reaction to an event. 
Conversely, failures or punishments provide negative reinforcement, suggesting that it is nec-
essary to seek alternative means of achieving goals. This process has been called ‘the law of 
effect’.

The associated concept of operant conditioning (Skinner, 1974) explains that new behaviours 
or responses become established through particular stimuli, hence conditioning – getting 
people to repeat behaviour by positive reinforcement in the form of feedback and knowledge 

Herzberg’s two-factor (motivation-hygiene) theory. •

McGregor’s theory X and theory Y. •
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of results. The concept suggests that people behave in ways they expect will produce positive 
outcomes. It is linked to expectancy theory, as described later in this chapter and also contrib-
utes to learning theory (see Chapter 41).

The degree to which experience shapes future behaviour does, of course, depend, fi rst, on the 
extent to which individuals correctly perceive the connection between the behaviour and its 
outcome and, second, on the extent to which they are able to recognize the resemblance 
between the previous situation and the one that now confronts them. Perceptive ability varies 
between people as does the ability to identify correlations between events. For these reasons, 
some people are better at learning from experience than others, just as some people are more 
easily motivated than others.

It has been suggested that behavioural theories based on the principle of reinforcement or the 
law of effect are limited because they imply, in Allport’s (1954) phrase, a ‘hedonism of the past’. 
They assume that the explanation of the present choices of individuals is to be found in an 
examination of the consequences of their past choices. Insuffi cient attention is paid in the the-
ories to the infl uence of expectations, and no indication is given of any means of distinguish-
ing in advance the class of outcomes that would strengthen responses and those that would 
weaken them.

Content (needs) theory

The theory focuses on the content of motivation in the shape of needs. Its basis is the belief 
that an unsatisfi ed need creates tension and a state of disequilibrium. To restore the balance a 
goal is identifi ed that will satisfy the need, and a behaviour pathway is selected that will lead to 
the achievement of the goal and the satisfaction of the need. All behaviour is therefore moti-
vated by unsatisfi ed needs. This process is modelled in Figure 19.1 below:

establish
goal

take
action

attain
goal

need

Figure 19.1 The process of motivation

There are three points that emerge from this model. First, people have a multiplicity of needs 
depending on themselves and the situation they are in. Second, they can select all sorts of goals 
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and actions to satisfy those needs. Third, while we can observe their behaviour we cannot be 
certain of the needs and goals that motivated it. It is unwise to assume that any one approach 
to motivation will appeal to all affected by it. Motivation policies and practices must recognize 
that people are different.

Needs theory has been developed by Maslow, Alderfer and McClelland, as described below.

Maslow’s hierarchy of needs

The most famous classifi cation of needs is the one formulated by Maslow (1954). He suggested 
that there are fi ve major need categories that apply to people in general, starting from the fun-
damental physiological needs and leading through a hierarchy of safety, social and esteem 
needs to the need for self-fulfi lment, the highest need of all. When a lower need is satisfi ed the 
next highest becomes dominant and the individual’s attention is turned to satisfying this 
higher need. The need for self-fulfi lment, however, can never be satisfi ed. ‘Man is a wanting 
animal’; only an unsatisfi ed need can motivate behaviour and the dominant need is the prime 
motivator of behaviour. Psychological development takes place as people move up the hierar-
chy of needs, but this is not necessarily a straightforward progression. The lower needs still 
exist, even if temporarily dormant as motivators, and individuals constantly return to previ-
ously satisfi ed needs.

Maslow’s needs hierarchy has an intuitive appeal and has been very popular. But it has not 
been verifi ed by empirical research such as that conducted by Wahba and Bridwell (1979), and 
it has been criticized for its apparent rigidity (different people may have different priorities 
and it is diffi cult to accept that needs progress steadily up the hierarchy) and for the misleading 
simplicity of Maslow’s conceptual language. In fact, Maslow himself expressed doubts about 
the validity of a strictly ordered hierarchy.

ERG theory (Alderfer)

Alderfer (1972) devised a theory of human needs that postulated three primary categories:

1. Existence needs such as hunger and thirst – pay, fringe benefi ts and working conditions 
are other types of existence needs.

2. Relatedness needs, which acknowledge that people are not self-contained units but must 
engage in transactions with their human environment – acceptance, understanding, con-
fi rmation and infl uence are elements of the relatedness process.

3. Growth needs, which involve people in fi nding the opportunities ‘to be what they are most 
fully and to become what they can’.



Motivation 325

McClelland’s achievement–affi liation–power needs

An alternative way of classifying needs was developed by McClelland (1961), who based it 
mainly on studies of managers. He identifi ed three needs as being most important:

1. The need for achievement, defi ned as the need for competitive success measured against a 
personal standard of excellence.

2. The need for affi liation, defi ned as the need for warm, friendly, compassionate relation-
ships with others.

3. The need for power, defi ned as the need to control or infl uence others.

Different individuals have different levels of these needs. Some have a greater need for 
achievement, others a stronger need for affi liation, and still others a stronger need for power. 
While one need may be dominant, however, this does not mean that the others are non-
existent.

The three needs may be given different priorities at different levels of management. Achievement 
needs are particularly important for success in many junior and middle management jobs 
where it is possible to feel direct responsibility for task accomplishment. But in senior manage-
ment positions a concern for institutionalized as opposed to personal power becomes more 
important. A strong need for affi liation is not so signifi cant at any level.

Process theory

In process theory, the emphasis is on the psychological processes or forces that affect motiva-
tion, as well as on basic needs. It is also known as ‘cognitive theory’ because it is concerned with 
people’s perceptions of their working environment and the ways in which they interpret and 
understand it. According to Guest (1992), process theory provides a much more relevant 
approach to motivation that replaces the theories of Maslow and Herzberg which, he claims, 
have been shown by extensive research to be wrong.

Process or cognitive theory can certainly be more useful to managers than needs theory because 
it provides more realistic guidance on motivation techniques. The main processes are expecta-
tions, goal achievement and feelings about equity.

Expectancy theory

Expectancy theory states that motivation will be high when people know what they have to do 
to get a reward, expect that they will be able to get the reward and expect that the reward will 
be worthwhile.

The concept of expectancy was originally contained in the valency–instrumentality–expect-
ancy (VIE) theory formulated by Vroom (1964). Valency stands for value, instrumentality is 
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the belief that if we do one thing it will lead to another, and expectancy is the probability that 
action or effort will lead to an outcome.

The strength of expectations may be based on past experiences (reinforcement), but individu-
als are frequently presented with new situations – a change in job, payment system, or working 
conditions imposed by management – where past experience is an inadequate guide to the 
implications of the change. In these circumstances, motivation may be reduced.

Motivation is only likely when a clearly perceived and usable relationship exists between per-
formance and outcome, and the outcome is seen as a means of satisfying needs. This explains 
why extrinsic fi nancial motivation – for example, an incentive or bonus scheme – works only 
if the link (line of sight) between effort and reward is clear and the value of the reward is worth 
the effort. It also explains why intrinsic motivation arising from the work itself can be more 
powerful than extrinsic motivation; intrinsic motivation outcomes are more under the control 
of individuals, who can place greater reliance on their past experiences to indicate the extent 
to which positive and advantageous results are likely to be obtained by their behaviour.

This theory was developed by Porter and Lawler (1968) into a model that follows Vroom’s 
ideas by suggesting that there are two factors determining the effort people put into their jobs: 
fi rst the value of the rewards to individuals in so far as they satisfy their needs for security, 
social esteem, autonomy, and self-actualization, and second the probability that rewards 
depend on effort, as perceived by individuals – in other words, their expectations about the 
relationships between effort and reward. Thus, the greater the value of a set of awards and the 
higher the probability that receiving each of these rewards depends upon effort, the greater the 
effort that will be expended in a given situation.

But, as Porter and Lawler emphasize, mere effort is not enough. It has to be effective effort if it 
is to produce the desired performance. The two variables additional to effort that affect task 
achievement are 1) ability – individual characteristics such as intelligence, knowledge, skills, 
and 2) role perceptions – what individuals want to do or think they are required to do. These 
are good from the viewpoint of the organization if they correspond with what it thinks the 
individual ought to be doing. They are poor if the views of the individual and the organization 
do not coincide. A model of their theory is shown in Figure 19.2.

AbilitiesValue of rewards

Effort Performance

Role expectations
Probability that
reward depends

upon effort

Figure 19.2 Motivation model (Porter and Lawler)
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Goal theory

Goal theory as developed by Latham and Locke (1979) states that motivation and performance 
are higher when individuals are set specifi c goals, when goals are diffi cult but accepted, and 
when there is feedback on performance. Participation in goal setting is important as a means 
of getting agreement to the setting of higher goals. Diffi cult goals must be agreed and their 
achievement reinforced by guidance and advice. Finally, feedback is vital in maintaining moti-
vation, particularly towards the achievement of even higher goals.

Goal theory is in line with the 1960s concept of management by objectives (a process of man-
aging, motivating and appraising people by setting objectives or goals and measuring per-
formance against those objectives). But management by objectives or MBO fell into disrepute 
because it was tackled bureaucratically without gaining the real support of those involved and, 
importantly, without ensuring that managers were aware of the signifi cance of the processes of 
agreement, reinforcement and feedback, and were skilled in practising them. Goal theory, 
however, plays a key part in performance management, as described in Chapter 38.

Social learning theory

Social learning theory as developed by Bandura (1977) combines aspects of both behavioural 
and expectancy theory. It recognizes the signifi cance of the basic behavioural concept of rein-
forcement as a determinant of future behaviour but also emphasizes the importance of inter-
nal psychological factors, especially expectancies about the value of goals and the individual’s 
ability to reach them. The term ‘reciprocal determinism’ is used to denote the concept that 
while the situation will affect individual behaviour, individuals will simultaneously infl uence 
the situation.

Robertson and Cooper (1983) have pointed out that ‘there are many similarities between social 
learning theory and expectancy theory in their joint emphasis on expectancies, individual 
goals and values and the infl uence of both person and situational factors’.

Equity theory

Equity theory (Adams, 1965) is concerned with the perceptions people have about how they 
are being treated as compared with others. To be dealt with equitably is to be treated fairly in 
comparison with another group of people (a reference group) or a relevant other person. 
Equity involves feelings and perceptions and it is always a comparative process. It is not syn-
onymous with equality, which means treating everyone the same, since this would be inequi-
table if they deserve to be treated differently.

Equity theory states, in effect, that people will be better motivated if they are treated equitably 
and demotivated if they are treated inequitably. It explains only one aspect of the processes of 
motivation and job satisfaction, although it may be signifi cant in terms of morale.
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There are two forms of equity: distributive equity, which is concerned with the fairness with 
which people feel they are rewarded in accordance with their contribution and in comparison 
with others; and procedural equity, which is concerned with the perceptions employees have 
about the fairness with which company procedures in such areas as performance appraisal, 
promotion and discipline are being operated.

Herzberg’s two-factor model

The two-factor model of satisfi ers and dissatisfi ers was developed by Herzberg et al (1957) fol-
lowing an investigation into the sources of job satisfaction and dissatisfaction of accountants 
and engineers. It was assumed that people have the capacity to report accurately the conditions 
that made them satisfi ed and dissatisfi ed with their jobs. Accordingly, the subjects were asked 
to tell their interviewers about the times during which they felt exceptionally good and excep-
tionally bad about their jobs and how long their feelings persisted. It was found that the 
accounts of ‘good’ periods most frequently concerned the content of the job, particularly 
achievement, recognition, advancement, responsibility, and the work itself. On the other hand, 
accounts of ‘bad’ periods most frequently concerned the context of the job. Company policy 
and administration, supervision, salary and working conditions more frequently appeared in 
these accounts than in those told about ‘good’ periods. The main implications of this research, 
according to Herzberg et al, were explained as follows.

Implications of their research as explained by Herzberg et al (1957)

The wants of employees divide into two groups. One group revolves around 
the need to develop in one’s occupation as a source of personal growth. The 
second group operates as an essential base to the fi rst and is associated with fair 
treatment in compensation, supervision, working conditions and administra-
tive practices. The fulfi lment of the needs of the second group does not moti-
vate the individual to high levels of job satisfaction and to extra performance 
on the job. All we can expect from satisfying this second group of needs is the 
prevention of dissatisfaction and poor job performance.

SO
U

RC
E 

RE
V

IE
W

The second group forms the hygiene factors in the medical use of the term, meaning preven-
tive and environmental. Herzberg pointed out that while fi nancial incentives may motivate in 
the short term, the effect quickly wears off.

Herzberg’s two-factor theory has been strongly attacked by, for example, Opsahl and Dunnette 
(1966). The research method has been criticized because no attempt was made to measure the 
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relationship between satisfaction and performance. It has been suggested that the two-factor 
nature of the theory is an inevitable result of the questioning method used by the interviewers. 
It has also been suggested that wide and unwarranted inferences have been drawn from small 
and specialized samples and that there is no evidence to suggest that the satisfi ers do improve 
productivity.

In spite of these criticisms the Herzberg two-factor theory continues to thrive; partly because 
it is easy to understand and seems to be based on ‘real life’ rather than academic abstractions, 
and partly because it convincingly emphasizes the positive value of the intrinsic motivating 
factors. It is also in accord with a fundamental belief in the dignity of labour and the Protestant 
ethic – that work is good in itself. As a result, Herzberg had immense infl uence on the job 
enrichment movement, which sought to design jobs in a way that would maximize the oppor-
tunities to obtain intrinsic satisfaction from work and thus improve the quality of working 
life.

McGregor’s Theory X and Y

Douglas McGregor (1960) produced his analysis of the different views about people and how 
they should be motivated. Theory X is the traditional view that the average human dislikes 
work and wishes to avoid responsibility and that, therefore, ‘most people must be coerced, 
controlled, directed, threatened with punishment to get them to put forward adequate effort 
towards organizational objectives’. In contrast, theory Y emphasizes that people will exercise 
self-direction in the service of objectives to which they are committed and that commitment 
to objectives is a function of the rewards associated with their achievement.

Motivation and money

Money, in the form of pay or some other sort of remuneration, is the most obvious extrinsic 
reward. Money seems to provide the carrot most people want.

Doubts were cast on the effectiveness of money by Herzberg et al (1957) because, they claimed, 
while the lack of it can cause dissatisfaction, its provision does not result in lasting satisfaction. 
There is something in this, especially for people on fi xed salaries or rates of pay who do not 
benefi t directly from an incentive scheme. They may feel good when they get an increase; apart 
from the extra money, it is a highly tangible form of recognition and an effective means of 
helping people to feel that they are valued. But this feeling of euphoria can rapidly die away. 
Other dissatisfactions from Herzberg’s list of hygiene factors, such as working conditions or 
the quality of management, can loom larger in some people’s minds when they fail to get the 
satisfaction they need from the work itself. However, it must be re-emphasized that different 
people have different needs and wants. Some will be much more motivated by money than 
others. What cannot be assumed is that money motivates everyone in the same way and to the 
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same extent. Thus it is naïve to think that the introduction of a performance-related pay 
scheme will miraculously transform everyone overnight into well-motivated, high-perform-
ing individuals.

Nevertheless, money is a powerful force because it is linked directly or indirectly to the satis-
faction of many needs. Money may in itself have no intrinsic meaning, but it acquires signifi -
cant motivating power because it comes to symbolize so many intangible goals. It acts as a 
symbol in different ways for different people, and for the same person at different times.

But do fi nancial incentives motivate people? The answer is yes, for those people who are 
strongly motivated by money and whose expectations that they will receive a fi nancial reward 
are high. But less confi dent employees may not respond to incentives that they do not expect 
to achieve. It can also be argued that extrinsic rewards may erode intrinsic interest – people 
who work just for money could fi nd their tasks less pleasurable and may not, therefore, do 
them so well. What we do know is that a multiplicity of factors is involved in performance 
improvements and many of those factors are interdependent.

Money can therefore provide positive motivation in the right circumstances not only because 
people need and want money but also because it serves as a highly tangible means of recogni-
tion. But badly designed and managed pay systems can demotivate. Another researcher in this 
area was Jaques (1961), who emphasized the need for such systems to be perceived as being fair 
and equitable. In other words, the reward should be clearly related to effort or level of respon-
sibility and people should not receive less money than they deserve compared with their fellow 
workers. Jaques called this the ‘felt-fair’ principle.

Motivation strategies

Motivation strategies aim to create a working environment and to develop policies and prac-
tices that will provide for higher levels of performance from employees. The factors affecting 
them and the HR contribution are summarized in Table 19.2.

Table 19.2 Factors affecting motivation strategies and the HR contribution

Factors affecting motivation strategies The HR contribution

The complexity of the process of motiva- •
tion means that simplistic approaches 
based on instrumentality theory are 
unlikely to be successful.

Avoid the trap of developing or support- •
ing strategies that offer prescriptions for 
motivation based on a simplistic view of 
the process or fail to recognize individual 
differences
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Factors affecting motivation strategies The HR contribution

People are more likely to be motivated if  •
they work in an environment in which 
they are valued for what they are and 
what they do. This means paying atten-
tion to the basic need for recognition

Encourage the development of perform- •
ance management processes which 
provide opportunities to agree expecta-
tions and give positive feedback on 
accomplishments

Develop reward systems which provide  •
opportunities for both fi nancial and 
non-fi nancial rewards to recognize 
achievements. Bear in mind, however, 
that fi nancial rewards systems are not 
necessarily appropriate and the lessons of 
expectancy, goal and equity theory need 
to be taken into account in designing and 
operating them

The need for work which provides people  •
with the means to achieve their goals, a 
reasonable degree of autonomy, and 
scope for the use of skills and compe-
tences should be recognized

Advise on processes for the design of jobs  •
which take account of the factors affect-
ing the motivation to work, providing for 
job enrichment in the shape of variety, 
decision-making responsibility and as 
much control as possible in carrying out 
the work

The need for the opportunity to grow by  •
developing abilities and careers

Provide facilities and opportunities for  •
learning through such means as personal 
development planning processes as well 
as more formal training

Develop career planning processes •

The cultural environment of the organi- •
zation in the shape of its values and 
norms will infl uence the impact of any 
attempts to motivate people by direct or 
indirect means

Advise on the development of a culture  •
which supports processes of valuing and 
rewarding employees

Motivation will be enhanced by leader- •
ship which sets the direction, encourages 
and stimulates achievement and provides 
support to employees in their efforts to 
reach goals and improve their perform-
ance generally

Devise competence frameworks which  •
focus on leadership qualities and the 
behaviours expected of managers and 
team leaders

Ensure that leadership potential is  •
identifi ed through performance manage-
ment and assessment centers

Provide guidance and training to develop  •
leadership qualities

Table 19.2 continued
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Motivation – key learning points

The process of motivation

Motivation is goal-directed behaviour. 
People are motivated when they expect that 
a course of action is likely to lead to the 
attainment of a goal and a valued reward – 
one that satisfi es their needs and wants.

Types of motivation

The two basic types are intrinsic and extrin-
sic motivation.

Motivation theories

There are a number of motivation theories 
which, in the main, are complementary to 
one another. The most signifi cant theories 
are those concerned with expectancy, goal 
setting and equity, which are classifi ed as 
process or cognitive theories.

Motivation and money

Money is a powerful motivating force 
because it is linked directly or indirectly to 
the satisfaction of many needs. Money may 
in itself have no intrinsic meaning, but it 
acquires signifi cant motivating power 
because it comes to symbolize so many 
intangible goals.

Motivation strategies

Motivation strategies aim to create a 
working environment and to develop poli-
cies and practices that will provide for 
higher levels of performance from employ-
ees. They include the development of total 
reward systems and performance manage-
ment processes, the design of intrinsically 
motivating jobs and leadership develop-
ment programmes.

Questions

1. What is the difference between content and process theory?

2. In his seminal 1968 Harvard Business Review article ‘One more time, how do you moti-
vate employees’, Frederick Herzberg wrote that: ‘The opposite of job satisfaction is not 
job dissatisfaction but, rather, no job satisfaction; and similarly, the opposite of job dis-
satisfaction is not job satisfaction, but no job dissatisfaction.’  What do you think 
Herzberg meant by that statement and what is its signifi cance?

3. In his 1993 Harvard Business Review article, Alfi e Kohn wrote: ‘Do rewards work? The 
answer depends on what we mean by “work”. Research suggests that, by and large, 
rewards succeed at securing one thing only: temporary compliance. When it comes to 
producing lasting change in attitudes and behaviour, however, rewards, like punish-
ment, are strikingly ineffective.’ What does this tell us about the power of money to 
motivate? Does it mean that money never motivates effectively, or what?
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Engagement and Commitment

Key concepts and terms

Commitment •

Discretionary learning •

Job satisfaction •

Organization climate •

Organizational citizenship •

Discretionary behaviour •

Engagement •

Learning culture •

Unitary frame of reference •

On completing this chapter you should be able to defi ne these key concepts. 
You should also know about:

Learning outcomes

Comparison of the concepts of  •
engagement and commitment

The factors that infl uence  •
engagement

Measuring engagement •

The meaning of organizational  •
commitment

Problems with the concept of  •
commitment

Developing a commitment strategy •

The signifi cance of employee  •
engagement

Engagement strategy •

Engagement and job satisfaction •

The signifi cance of commitment •

Factors affecting commitment •

The contribution of HR to  •
developing commitment
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Introduction

The term ‘commitment’ in the shape of loyalty to and identifi cation with the fi rm has been 
around for a long time as has the notion of organizational citizenship, which is behaviour that 
benefi ts the organization but is not required as part of the job description and is therefore 
discretionary.

However, more recently the term ‘engagement’ has come to the fore. It is sometimes used very 
loosely as a powerful notion that embraces pretty well everything the organization is seeking 
with regard to the contribution and behaviour of its employees in terms of levels of job per-
formance, willingness to do that much more and identifi cation with the organization. It is a 
useful mantra for management in organizations to chant – ‘We want more engagement’ – 
without always being clear about what they mean by engagement or how it can be achieved.

Confusion is further confounded when defi nitions of engagement are produced that make it syn-
onymous with commitment. For example, Porter et al (1974) defi ned commitment as: ‘The relative 
strength of the individual’s identifi cation with and involvement in a particular organization’. But 
the well-respected Conference Board in the United States defi ned employee engagement in 2006 as 
‘a heightened connection that an employee feels for his or her organization’. And the equally well-
respected Institute for Employment Studies in the United Kingdom stated in 2004 (Robinson et al) 
that an engaged employee is someone who believes in, and identifi es with, the organization.

Of course, there is some overlap between the ideas of engagement, commitment and motivation. 
It could be argued that this confusion may not create much real harm – as mentioned above, 
‘engagement, more engagement’ is a worthy slogan. But unless some attempt is made to disen-
tangle these concepts there is a real risk that progress in putting them to good use will be slow. It 
is necessary, for example, to appreciate that engaged employees are not necessarily committed to 
their organization; that a committed employee is not necessarily motivated to work harder; and 
that people may be committed to the organization in terms of wanting to stay with it, possibly 
because they may have nowhere else to go, but are still disenchanted with their jobs.

This chapter focuses on the area where most confusion lies: engagement and commitment. 
The aim is to clarify what these concepts really mean – the extent to which they are different; 
the extent to which they overlap. This is dealt with in the fi rst section of the chapter. The next 
two sections concentrate on job engagement and organizational commitment in more detail; 
defi ning what each of them means and discussing what organizations can do about them.

The concepts of engagement and commitment 
compared

Employee engagement and organizational commitment are two important concepts affecting 
work performance and the attraction and retention of employees. Essentially, as explained in 
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more detail later in this chapter, engagement is job-oriented and commitment is organization-
oriented.

This is a clear distinction, although as mentioned above, the terms can be confused. They can 
indeed be closely linked – high organizational commitment can be associated with increased 
engagement and high engagement can be associated with increased commitment. But people 
can be engaged with their work even when they are not committed to the organization except 
in so far as it gives them the opportunity to use and develop their skills. This may be the case 
with some knowledge workers. For example, researchers may be mainly interested in the facili-
ties for research they are given and the opportunity to make a name for themselves. They 
therefore join and stay with an organization only if it gives them the opportunities they seek.

It is useful to distinguish between the two because different policies may be required to enhance 
job engagement than those need to increase organizational commitment. Combinations of 
engagement and organizational commitment are illustrated in Figure 20.1.

Excited about the job and puts 
best efforts into doing it but 
not particularly interested in 

the organization except as the 
provider of the opportunity to 

carry out the work

Excited about the job and 
puts best efforts into doing 
it. Fully identified with the 
organization and proud to 

go on working there

Not inclined to put a lot of 
effort into the work and has no 
interest in the organization or 

desire to stay there

Fully identified with the 
organization and proud to 

go on working there but not 
prepared to go the extra 

mile in the job

engagement

organizational commitment

Figure 20.1 Combinations of the impact of engagement and organizational commitment

Employee engagement

Employee engagement takes place when people at work are interested in and positive, even 
excited about their jobs and are prepared to go the extra mile to get them done to the best of 
their ability. An engaged employee as defi ned by Bevan et al (1997) is someone ‘who is aware 
of business context, and works closely with colleagues to improve performance within the job 
for the benefi t of the organization’.

Interest in the notion of engagement was originally generated by The Hay Group which 
referred to it as ‘engaged performance’. This was defi ned by Murlis and Watson (2001) as 
follows.
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The Hay Group defi nition of engaged performance

A result that is achieved by stimulating employees’ enthusiasm for their work 
and directing it towards organizational success. This result can only be achieved 
when employers offer an implied contract to their employees that elicits spe-
cifi c positive behaviours aligned with the organization’s goals.
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This defi nition quite clearly focuses on performance in the job and not commitment to the 
organization.

Another fi rm of management consultants, Towers Perrin (2007), adopts a similar approach 
when it defi ned employee engagement as ‘the extent to which employees put discretionary 
effort into their work, beyond the minimum to get the job done, in the form of extra time, 
brainpower or energy’.

The signifi cance of employee engagement

The signifi cance of employee engagement is that it is at the heart of the employment relationship. It is 
about what people do and how they behave in their roles and what makes them act in ways that 
further the achievement of the objectives of both the organization and themselves. Research reported 
by Watkin (2002) found that there were considerable differences in value-added discretionary per-
formance between ‘superior’ and ‘standard’ performers. The difference in low complexity jobs was 19 
per cent, in moderate-complexity jobs 32 per cent and in high-complexity jobs 48 per cent.

Engagement and discretionary behaviour

There is a close link between high levels of engagement and positive discretionary behaviour. 
As described by Purcell et al (2003) discretionary behaviour refers to the choices that people at 
work often have in the way they do the job and the amount of effort, care, innovation and pro-
ductive behaviour they display. It can be positive when people ‘go the extra mile’ to achieve 
high levels of performance. It can be negative when they exercise their discretion to slack at 
their work. Discretionary behaviour is hard for the employer to defi ne and monitor and to 
control the amount required. But positive discretionary behaviour is more likely to happen 
when people are engaged with their work.
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Propositions on discretionary behaviour, Purcell et al (2003)

Performance-related practices only work if they positively induce dis- •
cretionary behaviour, once basic staffi ng requirements have been met.

Discretionary behaviour is more likely to occur when enough individu- •
als have commitment to their organization and/or when they feel moti-
vated to do so and/or when they gain high levels of job satisfaction.

Commitment, motivation and job satisfaction, either together or sepa- •
rately, will be higher when people positively experience the application 
of HR policies concerned with creating an able workforce, motivating 
valued behaviours and providing opportunities to participate.

This positive experience will be higher if the wide range of HR policies  •
necessary to develop ability, motivation, and opportunity are both in 
place and are mutually reinforcing.

The way HR and reward policies and practices are implemented by front  •
line managers and the way top-level espoused values and organizational 
cultures are enacted by them will enhance or weaken the effect of HR 
policies in triggering discretionary behaviour by infl uencing attitudes.

The experience of success seen in performance outcomes helps rein- •
force positive attitudes.
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The factors that infl uence engagement

Research cited by IDS (2007a) has identifi ed two key elements that have to be present if genuine 
engagement is to exist. The fi rst is the rational aspect, which relates to employees’ understand-
ing of their role, where it fi ts in the wider organization, and how it aligns with business objec-
tives. The second is the emotional aspect, which has to do with how people feel about the 
organization, whether their work gives them a sense of personal accomplishment and how 
they relate to their manager.

These two overall aspects can be analysed into a number of factors that infl uence levels of 
engagement, as set out below.

The work itself

The work itself can create job satisfaction leading to intrinsic motivation and increased engage-
ment. The factors involved are interesting and challenging work, responsibility (feeling that 
the work is important and having control over one’s own resources), autonomy (freedom to 
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act), scope to use and develop skills and abilities, the availability of the resources required to 
carry out the work, and opportunities for advancement.

The work environment

An enabling, supportive and inspirational work environment creates experiences that impact on 
engagement by infl uencing how people regard their roles and carry them out. An enabling environ-
ment will create the conditions that encourage high performance and effective discretionary behav-
iour. These include work processes, equipment and facilities, and the physical conditions in which 
people work. A supportive environment will be one in which proper attention is paid to achieving 
a satisfactory work–life balance, emotional demands are not excessive, attention is paid to provid-
ing healthy and safe working conditions, job security is a major consideration and personal growth 
needs are taken into consideration. An inspirational environment will be where what John Purcell 
and his colleagues refer to as ‘the big idea’ is present – the organization has a clear vision and a set 
of integrated values that are ‘embedded, collective, measured and managed’.

The environment is affected by the organization’s climate which, as defi ned by French et al 
(1985), is ‘the relatively persistent set of perceptions held by organization members concerning 
the characteristics and quality of organizational culture’. It is also directly infl uenced by its 
work and HR practices. As Purcell (2001) stated, the way HR practices are experienced by 
employees is affected by organizational values and operational strategies, such as staffi ng poli-
cies or hours of work, as well as the way they are implemented. He also emphasized that work 
climate – how people get on in the organization – and the experience of actually doing the job 
– pace, demand and stress – all infl uence the way employees experience the work environment. 
This has an important effect on how they react to HR and reward practices and how these 
infl uence organizational outcomes. Employees react in a number of different ways to practices 
in their organization and this affects the extent to which they want to learn more, are commit-
ted and satisfi ed with their jobs. This, in turn, infl uences engagement – how well they do their 
jobs and whether they are prepared to contribute discretionary effort.

Leadership

The degree to which jobs encourage engagement and positive discretionary behaviour very 
much depends upon the ways in which job holders are led and managed. Managers and team 
leaders often have considerable discretion over how jobs are designed, how they allocate work 
and how much they delegate and provide autonomy. They can spell out the signifi cance of the 
work people do. They can give them the opportunity to achieve and develop, and provide feed-
back that recognizes their contribution.

Opportunities for personal growth

Most people want to get on. As Lawler put it in 2003: ‘People enjoy learning – there’s no doubt 
about it – and it touches on an important “treat people right” principle for both organizations 
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and people: the value of continuous, ongoing training and development.’ Learning is a satisfy-
ing and rewarding experience and makes a signifi cant contribution to intrinsic motivation. 
Alderfer (1972) emphasized the importance of the chance to grow as a means of rewarding 
people. He wrote: ‘Satisfaction of growth needs depends on a person fi nding the opportunity 
to be what he or she is most fully and become what he or she can.’ The opportunity to grow 
and develop is a motivating factor that directly impacts on engagement when it is an intrinsic 
element of the work.

Opportunities to contribute

Engagement is enhanced if employees have a voice that is listened to. This enables them to feed 
their ideas and views upwards and feel that they are making a contribution.

Strategies for enhancing engagement

Engagement strategies can be developed under the headings of the factors affecting engage-
ment set out above.

The work itself

Intrinsic motivation through the work itself and therefore engagement depends basically on 
the way in which work or jobs are designed which, as Lawler (1969) stressed, must provide for 
feedback, use of abilities and autonomy.

Approaches based on these principles, as described in Chapter 27, should be used when setting 
up new work systems or jobs and the strategy should include provision for guidance and advice 
along these lines to those responsible for such developments. But the greatest impact on the 
levels of engagement arising from the design of work systems or jobs is made by line managers 
on a day-to-day basis. The strategy should therefore include arrangements for educating them 
as part of a leadership development programme in the importance of good work and job 
design, the part they can play and the benefi ts to them arising from thereby enhancing engage-
ment. Performance management, with its emphasis on agreeing role expectations, is a useful 
means of doing this.

The work environment

A strategy for increasing engagement through the work environment will be generally con-
cerned with developing a culture that encourages positive attitudes to work, promoting inter-
est and excitement in the jobs people do and reducing stress. Lands’ End believes that staff who 
are enjoying themselves, who are being supported and developed and who feel fulfi lled and 
respected at work, will provide the best service to customers. The thinking behind why the 
company wants to inspire staff is straightforward – employees’ willingness to do that little bit 
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extra arises from their sense of pride in what the organization stands for, ie quality, service and 
value. It makes the difference between a good experience for customers and a poor one.

The strategy also needs to consider particular aspects of the work environment, especially com-
munication, involvement, work–life balance and working conditions. It can include the formula-
tion and application of  ‘talent relationship management’ policies, which are concerned with 
building effective relationships with people in their roles, treating individual employees fairly, 
recognizing their value, giving them a voice and providing opportunities for growth.

Leadership

The leadership strategy should concentrate on what line managers have to do as leaders in 
order to play their vital and immediate part in increasing levels of engagement. This will 
include the implementation of learning programmes that help them to understand how they 
are expected to act and the skills they need to use. The programmes can include formal train-
ing (especially for potential managers or those in their fi rst leadership role) but more impact 
will be made by ‘blending’ various learning methods such as e-learning, coaching and 
mentoring.

It should also be recognized that a performance management process can provide line manag-
ers with a useful framework in which they can deploy their skills in improving performance 
though increased engagement. This applies particularly to the performance management 
activities of role defi nition, performance improvement planning, joint involvement in moni-
toring performance, and feedback. The strategy should therefore include the steps required to 
make performance management more effective by increasing the commitment of managers to 
it and developing the skills they require.

Opportunities for personal growth

A strategy for providing development and growth opportunities should be based on the crea-
tion of a learning culture. This is one that promotes learning because it is recognized by top 
management, line managers and employees generally as an essential organizational process to 
which they are committed and in which they engage continuously. Reynolds (2004) describes 
a learning culture as a ‘growth medium’ that will ‘encourage employees to commit to a range 
of positive discretionary behaviours, including learning’ and which has the following charac-
teristics: empowerment not supervision, self-managed learning not instruction, long-term 
capacity building not short-term fi xes. It will encourage discretionary learning, which Sloman 
(2003) believes takes place when individuals actively seek to acquire the knowledge and skills 
that promote the organization’s objectives.

Specifi cally, the strategy should defi ne the steps required to ensure that people have the oppor-
tunity and are given the encouragement to learn and grow in their roles. This includes the use 
of policies that focus on role fl exibility – giving people the chance to develop their roles by 
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making better and extended use of their talents. This means going beyond talent management 
for the favoured few and developing the abilities of the core people on whom the organization 
depends. The philosophy should be that everyone has the ability to succeed and the aim should 
be to ‘achieve extraordinary results with ordinary people’. It includes using performance man-
agement primarily as a developmental process with an emphasis on personal development 
planning.

The strategy should also cover career development opportunities and how individuals can be 
given the guidance, support and encouragement they need if they are to fulfi l their potential 
and achieve a successful career with the organization in tune with their talents and aspirations. 
The actions required to provide men and women of promise with a sequence of learning activ-
ities and experiences that will equip them for whatever level of responsibility they have the 
ability to reach should be included in the strategy.

Opportunities to contribute

Providing people with the opportunity to contribute is not just a matter of setting up formal 
consultative processes, although they can be important. It is also about creating a work envi-
ronment that gives people a voice by encouraging them to have their say, and emphasizes as a 
core value of the organization that management at all levels must be prepared to listen and 
respond to any contributions their people make.

Measuring engagement

When developing engagement strategies the fi rst step is to establish what is happening now 
and, in the light of that, determine what should happen in each of the areas described above. 
This means measuring levels of engagement regularly to identify successes and failures and 
analyse any gaps between what is wanted and what is actually going on. This can be done 
through published surveys such as those operated by Gallop, which enable benchmarking to 
take place with the levels of engagement achieved in other organizations. Alternatively, organi-
zations can develop their own surveys to suit their circumstances. An example of such a survey 
is provided in Appendix A.

Engagement and job satisfaction

The concept of job satisfaction is closely linked to that of engagement. Job satisfaction refers 
to the attitudes and feelings people have about their work. Positive and favourable attitudes 
towards the job lead to engagement and therefore job satisfaction. Negative and unfavourable 
attitudes towards the job indicate job dissatisfaction.

Morale is often defi ned as being equivalent to job satisfaction. Thus Guion (1958) defi nes 
morale as ‘the extent to which an individual’s needs are satisfi ed and the extent to which the 
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individual perceives that satisfaction as stemming from his [sic] total work situation’. Other 
defi nitions stress the group aspects of morale. Gilmer (1961) suggests that morale ‘is a feeling 
of being accepted by and belonging to a group of employees through adherence to common 
goals’. He distinguishes between morale as a group variable, related to the degree to which 
group members feel attracted to their group and desire to remain a member of it, and job atti-
tude as an individual variable related to the feelings employees have about their job.

Factors affecting job satisfaction

The level of job satisfaction is affected by intrinsic and extrinsic motivating factors, the quality 
of supervision, social relationships with the work group and the degree to which individuals 
succeed or fail in their work. Purcell et al (2003) believe that discretionary behaviour that helps 
the fi rm to be successful is most likely to happen when employees are well motivated and feel 
committed to the organization and when the job gives them high levels of satisfaction. Their 
research found that the key factors affecting job satisfaction were career opportunities, job 
infl uence, teamwork and job challenge.

Job satisfaction and performance

It is a commonly held and a seemingly not unreasonable belief that an increase in job satisfac-
tion will result in improved performance. But research has not established any strongly posi-
tive connection between satisfaction and performance. A review of the extensive literature on 
this subject by Brayfi eld and Crockett (1955) concluded that there was little evidence of any 
simple or appreciable relationship between employee satisfaction and performance. An 
updated review of their analysis by Vroom (1964) covered 20 studies, in each of which one or 
more measures of job satisfaction or employee attitudes were correlated with one or more cri-
teria of performance. The median correlation of all these studies was 0.14, which is not high 
enough to suggest a marked relationship between satisfaction and performance.

It can be argued that it is not job satisfaction that produces high performance but high per-
formance that produces job satisfaction, and that a satisfi ed worker is not necessarily a produc-
tive worker and a high producer is not necessarily a satisfi ed worker. People are motivated to 
achieve certain goals and will be satisfi ed if they achieve these goals through improved per-
formance. They may be even more satisfi ed if they are then rewarded by extrinsic recognition 
or an intrinsic sense of achievement. This suggests that performance improvements can be 
achieved by giving people the opportunity to perform, ensuring that they have the knowledge 
and skill required to perform, and rewarding them by fi nancial or non-fi nancial means when 
they do perform. It can also be argued that some people may be complacently satisfi ed with 
their job and will not be inspired to work harder or better. They may fi nd other ways to satisfy 
their needs.
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Organizational commitment

The concept of commitment plays an important part in HRM philosophy. As Guest (1987) has 
suggested, HRM policies are designed to ‘maximize organizational integration, employee com-
mitment, fl exibility and quality of work’.

The meaning of organizational commitment

Commitment refers to attachment and loyalty. It is associated with the feelings of individuals 
about their organization. As defi ned by Porter et al (1974), commitment is the relative strength 
of the individual’s identifi cation with, and involvement in, a particular organization. The three 
characteristics of commitment identifi ed by Mowday et al (1982) are:

1. A strong desire to remain a member of the organization.

2. A strong belief in, and acceptance of, the values and goals of the organization.

3. A readiness to exert considerable effort on behalf of the organization.

An alternative, although closely related, defi nition of commitment emphasizes the importance 
of behaviour in creating commitment. As Salancik (1977) put it: ‘Commitment is a state of 
being in which an individual becomes bound by his [sic] actions to beliefs that sustain his 
activities and his own involvement.’ Three features of behaviour are important in binding indi-
viduals to their acts: the visibility of the acts, the extent to which the outcomes are irrevocable, 
and the degree to which the person undertakes the action voluntarily. Commitment, according 
to Salancik, can be increased and harnessed ‘to obtain support for organizational ends and 
interests’ through such ploys as participation in decisions about actions.

The importance of commitment

There have been two schools of thought about what makes commitment important. One, the 
‘from control to commitment’ school, was led by Walton (1985a, 1985b), the other, ‘Japanese/
excellence’ school, is represented by writers such as Ouchi (1981), Pascale and Athos (1981) 
and Peters and Waterman (1982).

From control to commitment

The importance of commitment was highlighted by Walton (1985a, 1985b). His theme was 
that improved performance would result if the organization moved away from the traditional 
control-oriented approach to workforce management, which relies upon establishing order, 
exercising control and ‘achieving effi ciency in the application of the workforce’. He proposed 
that this approach should be replaced by a commitment strategy. Workers respond best – and 



346 Organizational Behaviour

most creatively – not when they are tightly controlled by management, placed in narrowly 
defi ned jobs, and treated like an unwelcome necessity, but, instead, when they are given broader 
responsibilities, encouraged to contribute and helped to achieve satisfaction in their work.

The commitment-based approach, Walton (1985a, 1985b)

Jobs are designed to be broader than before, to combine planning and imple-
mentation, and to include efforts to upgrade operations, not just to maintain 
them. Individual responsibilities are expected to change as conditions change, 
and teams, not individuals, often are the organizational units accountable for 
performance. With management hierarchies relatively fl at and differences in 
status minimized, control and lateral coordination depend on shared goals. 
And expertise rather than formal position determines infl uence.
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Put like this, a commitment strategy may sound idealistic but does not appear to be a crude 
attempt to manipulate people to accept management’s values and goals as some have sug-
gested. In fact, Walton does not describe it as being instrumental in this manner. His prescrip-
tion is for a broad HRM approach to the ways in which people are treated, jobs are designed 
and organizations are managed. He believes that the aim should be to develop ‘mutuality’, a 
state that exists when management and employees are interdependent and both benefi t from 
this interdependency.

The Japanese/excellence school

Attempts made to explain the secret of Japanese business success in the 1970s by such writers 
as Ouchi (1981) and Pascale and Athos (1981) led to the theory that the best way to motivate 
people is to get their full commitment to the values of the organization by leadership and 
involvement. This might be called the ‘hearts and minds’ approach to motivation and, among 
other things, it popularized such devices as quality circles.

The baton was taken up by their imitators later in the 1980s. This approach to excellence was 
summed up by Peters and Waterman (1982) when they wrote, again, somewhat idealistically, 
as follows.
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Approach to excellence, Peters and Waterman (1982)

Trust people and treat them like adults, enthuse them by lively and imaginative 
leadership, develop and demonstrate an obsession for quality, make them feel 
they own the business, and your workforce will respond with total 
commitment.
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Problems with the concept of commitment

A number of commentators have raised questions about the concept of commitment. These 
relate to three main problem areas: 1) its unitary frame of reference, 2) commitment as an 
inhibitor of fl exibility, and 3) whether high commitment does in practice result in improved 
organizational performance.

Unitary frame of reference

A comment frequently made about the concept of commitment is that it is too simplistic in 
adopting a unitary frame of reference; in other words, it assumes unrealistically that an organi-
zation consists of people with shared interests. It has been suggested by people like Cyert and 
March (1963), Mangham (1979) and Mintzberg (1983a) that an organization is really a coali-
tion of interest groups where political processes are an inevitable part of everyday life. The 
pluralistic perspective recognizes the legitimacy of different interests and values and therefore 
asks the question, ‘Commitment to what?’ Thus, as Coopey and Hartley (1991) put it, ‘com-
mitment is not an all-or-nothing affair (though many managers might like it to be) but a ques-
tion of multiple or competing commitments for the individual’. Legge (1989) also raises this 
question in her discussion of strong culture as a key requirement of HRM through ‘a shared 
set of managerially sanctioned values’.

However, values concerned with performance, quality, service, equal opportunity and innova-
tion are not necessarily wrong because they are managerial values. But it is not unreasonable 
to believe that pursuing a value such as innovation could work against the interests of employ-
ees by, for example, resulting in redundancies. And it would be quite reasonable for any 
employee encouraged to behave in accordance with a value supported by management to ask, 
‘What’s in it for me?’ It can also be argued that the imposition of management’s values on 
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employees without their having any part to play in discussing and agreeing them is a form of 
coercion.

Commitment and fl exibility

It was pointed out by Coopey and Hartley (1991) that: ‘The problem for a unitarist notion of 
organizational commitment is that it fosters a conformist approach which not only fails to 
refl ect organizational reality, but can be narrowing and limiting for the organization.’ They 
argue that if employees are expected and encouraged to commit themselves tightly to a single 
set of values and goals they will not be able to cope with the ambiguities and uncertainties that 
are endemic in organizational life in times of change. Conformity to ‘imposed’ values will 
inhibit creative problem solving, and high commitment to present courses of action will 
increase both resistance to change and the stress that invariably occurs when change takes 
place.

If commitment is related to tightly defi ned plans then this will become a real problem. To 
avoid it, the emphasis should be on overall strategic directions. These would be communicated 
to employees with the proviso that changing circumstances will require their amendment. In 
the meantime, however, everyone can at least be informed in general terms where the organi-
zation is heading and, more specifi cally, the part they are expected to play in helping the organ-
ization to get there. And if they can be involved in the decision-making processes on matters 
that affect them (including management’s values for performance, quality and customer 
service), so much the better.

Values need not necessarily be restrictive. They can be defi ned in ways that allow for freedom 
of choice within broad guidelines. In fact, the values themselves can refer to such processes as 
fl exibility, innovation and responsiveness to change. Thus, far from inhibiting creative problem 
solving, they can encourage it.

The positive value of commitment, Walton (1985a)

Underlying all these (human resource) policies is a management philosophy, 
often embedded in a published statement, that acknowledges the legitimate 
claims of a company’s multiple stakeholders – owners, employees, customers 
and the public. At the centre of this philosophy is a belief that eliciting employee 
commitment will lead to enhanced performance. The evidence shows this 
belief to be well founded.
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However, a review by Guest (1991) of the mainly North American literature, reinforced by the 
limited UK research available, led him to the conclusion that: ‘High organizational commitment 
is associated with lower labour turnover and absence, but there is no clear link to performance.’

It is probably wise not to expect too much from commitment as a means of making a direct 
and immediate impact on performance. It is not the same as motivation or engagement. 
Commitment is a wider concept and tends to be more stable over a period of time and less 
responsive to transitory aspects of an employee’s job. It is possible to be dissatisfi ed with a par-
ticular feature of a job while retaining a reasonably high level of commitment to the organiza-
tion as a whole.

Three perspectives on relating commitment to motivation, Buchanan and 
Huczynski (1985)

1. The goals towards which people aim. From this perspective, goals such as 
the good of the company, or effective performance at work, may provide a 
degree of motivation for some employees, who could be regarded as com-
mitted in so far as they feel they own the goals.

2. The process by which goals and objectives at work are selected, which is 
quite distinct from the way in which commitment arises within 
individuals.

3. The social process of motivating others to perform effectively. From this 
viewpoint, strategies aimed at increasing motivation also affect commit-
ment. It may be true to say that where commitment is present, motivation 
is likely to be strong, particularly if a long-term view is taken of effective 
performance.
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It is reasonable to believe that strong commitment to work is likely to result in conscientious 
and self-directed application to do the job, regular attendance, nominal supervision and a high 
level of effort. Commitment to the organization will certainly be related to the intention to 
stay – in other words, loyalty to the company.

Factors affecting commitment

Kochan and Dyer (1993) have indicated that the factors affecting the level of commitment in 
what they call ‘mutual commitment fi rms’ are as follows:

Strategic level: supportive business strategies, top management value commitment and  •
effective voice for HR in strategy making and governance.
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Functional (human resource policy) level: staffi ng based on employment stabilization,  •
investment in training and development and contingent compensation that reinforces 
cooperation, participation and contribution.

Workplace level: selection based on high standards, broad task design and teamwork,  •
employee involvement in problem solving and a climate of cooperation and trust.

Key policy and practice factors infl uencing levels of commitment, Purcell et 
al (2003)

Received training last year. •

Satisfi ed with career opportunities. •

Satisfi ed with the performance appraisal system. •

Think managers are good in people management (leadership). •

Find their work challenging. •

Think their fi rm helps them achieve a work–life balance. •

Satisfi ed with communication or company performance. •

SO
U

RC
E 

RE
V

IE
W

Developing a commitment strategy

A commitment strategy will be based on the high-commitment model described in Chapter 3. 
It will aim to develop commitment using, as appropriate, approaches such as those described 
below. When formulating the strategy, account should be taken of the reservations expressed 
earlier in this chapter and too much should not be expected from it. The aim will be to increase 
identifi cation with the organization, develop feelings of loyalty amongst its employees, provide 
a context within which motivation and therefore performance will increase, reduce employee 
turnover, and increase job satisfaction. But too much should not be expected from campaigns 
to increase commitment the level of which is infl uenced by many factors that cannot always be 
manipulated as the organization would wish. It is naïve to believe that ‘hearts and minds’ cam-
paigns to win commitment will transform organizational behaviour overnight.

Steps to create commitment will be concerned with both strategic goals and values. They may 
include initiatives to increase involvement and ‘ownership’, communication, leadership devel-
opment, developing a sense of excitement in the job, and developing various HR policy and 
practice initiatives.
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Developing ownership

Commitment – a sense of belonging – is enhanced if there is a feeling of ‘ownership’ among 
employees: not just in the literal sense of owning shares (although this can help) but in the 
sense of believing they are genuinely accepted by management as key stakeholders in the 
organization. This concept of ‘ownership’ extends to participating in decisions on new devel-
opments and changes in working practices that affect the individuals concerned. They should 
take part in making those decisions and feel that their ideas have been listened to and that they 
have contributed to the outcome.

Communication programmes

It may seem to be strikingly obvious that commitment will only be gained if people under-
stand what they are expected to commit to. But management too often fail to pay suffi cient 
attention to delivering the message in terms that recognize that the frame of reference for those 
who receive it is likely to be quite different from their own. Management’s expectations will 
not necessarily coincide with those of employees. Pluralism prevails. And in delivering the 
message, the use of different and complementary channels of communication such as newslet-
ters, briefi ng groups, videos, notice boards, etc is often neglected.

Leadership development

Commitment is enhanced if managers can gain the confi dence and respect of their teams, and 
development programmes to improve the quality of leadership should form an important part 
of any strategy for increasing commitment. Management training can also be focused on 
increasing the competence of managers in specifi c areas of their responsibility for gaining 
commitment, eg performance management.

Developing HR practices that enhance commitment

The policies and practices that may contribute to the increase of commitment are learning and 
development, career planning, performance management, reward management, work–life 
balance policies and job design. Engagement strategies, as described in Chapter 19, will create 
feelings of excitement in the job and therefore commitment.

The contribution of HR to developing commitment

The HR function can play a major part in developing a high-commitment organization. The 
10 steps it can take are:

1. Advise on methods of communicating the values and aims of management and the 
achievements of the organization so that employees are more likely to identify with it as 
one they are proud to work for.
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 2. Emphasize to management that commitment is a two-way process; employees cannot be 
expected to be committed to the organization unless management demonstrates that it is 
committed to them and recognizes their contribution as stakeholders.

 3. Impress on management the need to develop a climate of trust by being honest with 
people, treating them fairly, justly and consistently, keeping its word, and showing willing-
ness to listen to the comments and suggestions made by employees during processes of 
consultation and participation.

 4. Develop a positive psychological contract (see Chapter 16) by treating people as stake-
holders, relying on consensus and cooperation rather than control and coercion, and 
focusing on the provision of opportunities for learning, development and career 
progression.

 5. Advise and assist on the establishment of partnership agreements with trade unions that 
emphasize unity of purpose, common approaches to working together and the impor-
tance of giving employees a voice in matters that concern them.

 6. Recommend and take part in the achievement of single status for all employees (often 
included in a partnership agreement) so that there is no longer an ‘us and them’ culture.

 7. Encourage management to declare a policy of employment security and ensure that steps 
are taken to avoid involuntary redundancies.

 8. Develop performance management processes that provide for the alignment of organiza-
tional and individual objectives.

 9. Advise on means of increasing employee identifi cation with the company through rewards 
related to organizational performance (profi t sharing or gainsharing) or employee share 
ownership schemes.

10. Enhance employee engagement, ie identifi cation of employees with the job they are doing, 
through job design processes that aim to create higher levels of job satisfaction (job 
enrichment).

Engagement and commitment – key learning points

Comparison of the concepts of 
engagement and commitment

Engagement is job-oriented and commit-
ment is organization-oriented. This is a 
clear distinction but the terms are often 
confused.

The signifi cance of employee 
engagement

There is a close link between high levels of 
engagement and positive discretionary 
behaviour.



Engagement and Commitment 353

Engagement and commitment – key learning points 
(continued)

The factors that infl uence engagement

The fi rst factor is the rational aspect, which 
relates to employees’ understanding of their 
role, where it fi ts in the wider organization, 
and how it aligns with business objectives. 
The second is the emotional aspect, which 
has to do with how people feel about the 
organization, whether their work gives 
them a sense of personal accomplishment 
and how they relate to their manager.

Engagement strategy

Enhance motivation through the work 
itself, the work environment, leadership 
and opportunities for growth.

Measuring engagement

This can be done through published surveys 
that enable benchmarking to take place 
with the levels of engagement achieved in 
other organizations. Alternatively organi-
zations can develop their own surveys to 
suit their circumstances.

Engagement and job satisfaction

The concept of job satisfaction is closely 
linked to that of engagement. Job satisfac-
tion refers to the attitudes and feelings people 
have about their work. Positive and favour-
able attitudes towards the job lead to engage-
ment and therefore job satisfaction. The level 
of job satisfaction is affected by intrinsic and 
extrinsic motivating factors, the quality of 
supervision, social relationships with the 
work group and the degree to which individ-
uals succeed or fail in their work.

The meaning of organizational 
com mitment

Commitment refers to attachment and 
loyalty. It is associated with the feelings of 
individuals about their organization. As 
defi ned by Porter et al (1974), commitment 
is the relative strength of the individual’s 
identifi cation with, and involvement in, a 
particular organization.

The importance of commitment

There have been two schools of thought 
about what makes commitment important. 
One, the ‘from control to commitment’ 
school, was led by Walton (1985a, 1985b); 
the other, ‘Japanese/excellence’ school, is 
represented by writers such as Ouchi (1981), 
Pascale and Athos (1981) and Peters and 
Waterman (1982).

Problems with the concept of 
commitment

There are three main problem areas: 1) its 
unitary frame of reference, 2) it might 
inhibit fl exibility, and 3) it does not neces-
sarily result in improved organizational 
performance.

Factors affecting commitment

Kochan and Dyer (1993) have indicated 
that the factors affecting the level of com-
mitment are:

Strategic level: supportive business  •
strategies, top management value com-
mitment and an effective voice for HR 
in strategy making and governance.
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Questions

1. What is the difference between engagement and commitment?

2. Your boss e-mails you as follows: ‘I keep on hearing about employee engagement but 
what does it really mean? Is it just another piece of HR jargon as an alternative to moti-
vation? Is there anything we should or can do about it?’ Reply.

3. You have been asked to give a talk to your colleagues in the HR department on ‘What 
can we do to increase commitment?’ Draft your presentation.
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Engagement and commitment – key learning points 
(continued)

Functional (human resource policy)  •
level: staffi ng based on employment 
stabilization, investment in training 
and development and contingent 
compensation that reinforces coop-
eration, participation and con-
tribution.

Workplace level: selection based on  •
high standards, broad task design 
and teamwork, employee involve-
ment in problem solving and a 
climate of cooperation and trust.

Developing a commitment strategy

Steps to create commitment may include 
initiatives to increase involvement and 

‘ownership’, communication, leadership 
development, developing a sense of excite-
ment in the job, and developing various HR 
policy and practice initiatives.

The contribution of HR to developing 
commitment

HR can provide advice and guidance on 
communicating corporate values, building 
trust, making commitment a two-way 
process, developing a positive psychological 
contract, the development of partnership 
agreements, single status and increased 
employment security, and the use of per-
formance management to align individual 
and organizational goals.
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How Organizations Function

Key concepts and terms

Bureaucracy •

Contingency school •

Decentralized organization •

Divisionalized organization •

Equifi nality •

Flexible organization •

Formal group •

Formal organization •

Group cohesion •

Group dynamics •

Group ideology •

Group norms •

Group think •

Humanism •

Informal group •

Informal organization •

Leadership •

Leadership style •

Line and staff organization •

Matrix organization •

Networking •

Open system •

Organization •

Organization structure •

Organizing •

Organizational capability •

Post-modernism •

Process-based organization •

Reference group •

Scientifi c management •

Socio-technical model •

Systems theory •

Team •

Theory Y •
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On completing this chapter you should be able to defi ne these key concepts and 
terms. You should also know about:

Learning outcomes

The process of organizing •

Organization structures •

Organizational processes •

Teamwork •

Power •

Confl ict •

Organization theory •

Types of organization •

Group behaviour •

Leadership roles •

Politics •

Introduction

An organization is a group of people who exist to achieve a common purpose. Organizing is 
the process of making arrangements in the form of defi ned or understood responsibilities and 
relationships to enable those people to work cooperatively together. Organizations can be 
described as systems which, as affected by their environment, have a structure that has both 
formal and informal elements.

Formal structures are based on laid down hierarchies (lines of command), which are repre-
sented in organization charts. Typically, use is made of closely defi ned job descriptions. But to 
varying extents they can operate informally as well as formally by means of a network of roles 
and relationships that cut across formal organizational boundaries and lines of command. The 
processes that take place in organizations of group behaviour, interaction and networking, 
leadership, the exercise of power and the use of politics may well have much more effect on 
how organizations function than a well-defi ned organization chart supported by elaborate job 
descriptions and an organization manual. Moreover, the way in which an organization func-
tions will be largely contingent on its purpose, technology, methods of working and external 
environment.

One of the most important ways in which HR specialists contribute to enhancing organiza-
tional capability (the capacity of an organization to function effectively in order to compete 
and deliver results) is by providing advice on how best to organize the human resources 
involved. That is why HR specialists need to understand how organizations work. They need 
to be familiar with the guidance provided by organizational theory and an analysis of the 
various types of organizations and the practical issues of structure and process, as covered in 
this chapter.
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Organization theory

Organization theory aims to describe how organizations function. There are a number of 
schools and models, described below.

The classical school

The classical or scientifi c management school, as represented by Fayol (1916), Taylor (1911) 
and Urwick (1947) believed in control, measurement, order and formality. Organizations need 
to minimize the opportunity for unfortunate and uncontrollable informal relations, leaving 
room only for the formal ones.

The human relations school

The classical model was fi rst challenged by Barnard (1938). He emphasized the importance of 
the informal organization – the network of informal roles and relationships which, for better 
or worse, strongly infl uences the way the formal structure operates. He wrote: ‘Formal organi-
zations come out of and are necessary to informal organization: but when formal organiza-
tions come into operation, they create and require informal organizations.’

The importance of informal groups and decent, humane leadership was emphasized by 
Roethlisberger and Dickson (1939) in their report on the Hawthorne studies, which examined 
at length how groups of workers behaved in different circumstances

The behavioural science school

In the late 1950s and 1960s the focus shifted to the behaviour of people in organizations. 
Behavioural scientists such as Argyris (1957), Herzberg et al (1957), McGregor (1960) and 
Likert (1961) adopted a humanistic point of view that is concerned with what people can con-
tribute and how they can best be motivated:

Argyris believed that individuals should be given the opportunity to feel that they have  •
a high degree of control over setting their own goals and over defi ning the paths to 
these goals.

Herzberg suggested that improvements in organization design must centre on the indi- •
vidual job as the positive source of motivation. If individuals feel that the job is stretch-
ing them, they will be moved to perform it well.

McGregor developed his theory of integration (theory Y), which emphasizes the impor- •
tance of recognizing the needs of both the organization and the individual and creating 
conditions that will reconcile these needs so that members of the organization can 
work together for its success and share in its rewards.
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Likert stated that effective organizations function by means of supportive relationships  •
which, if fostered, will build and maintain people’s sense of personal worth and 
importance.

The concepts of these and other behavioural scientists such as Schein (1965) provided the 
impetus for the organization development (OD) movement, discussed in Chapter 24.

No one can quarrel with the values expressed by the members of the behavioural science school 
– we are all in favour of virtue. But there are a number of grounds on which the more extreme 
beliefs of the school can be criticized:

It claims that its concepts are universally applicable, yet organizations come in all shapes  •
and sizes with different activities and operating in different contexts.

It ignores the real commercial and technological constraints of industrial life. Instead,  •
it refl ects more of an ideological concern for personal development and the rights of 
the individual rather than a scientifi c curiosity about the factors affecting organiza-
tional effi ciency. It over-reacts against the excessive formality of the classical or scien-
tifi c management school by largely ignoring the formal organization.

Its emphasis on the need to minimize confl ict overlooks the point that confl ict is not  •
necessarily undesirable, and may rather be an essential concomitant of change and 
development.

To be fair, not all behavioural scientists were so naïve. Although McGregor’s theory Y was 
somewhat idealistic, he at least recognized that ‘industrial health does not fl ow automatically 
from the elimination of dissatisfaction, disagreement, or even open confl ict. Peace is not syn-
onymous with organizational health; socially responsible management is not co-extensive 
with permissive management’.

The bureaucratic model

The arrival of the bureaucratic model, Perrow (1980)

In another part of the management forest, the mechanistic school was gather-
ing its forces and preparing to outfl ank the forces of light. First came the 
numbers people – the linear programmers, the budget experts, the fi nancial 
analysts. Armed with emerging systems concepts, they carried the ‘mechanistic’ 
analogy to its fullest extent – and it was very productive. Their work still goes 
on, largely untroubled by organizational theory; the theory, it seems clear, will 
have to adjust to them, rather than the other way around. Then the works of 
Max Weber, not translated until the 1940s, began to fi nd their way into social 
science thought.SO
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Max Weber (translated in 1946) coined the term ‘bureaucracy’ as a label for a type of formal 
organization in which impersonality and rationality are developed to the highest degree. 
Bureaucracy, as he conceived it, was the most effi cient form of organization because it is coldly 
logical and because personalized relationships and non-rational, emotional considerations do 
not get in its way. The ideal bureaucracy, according to Weber, has the following features:

maximum specialization; •

close job defi nition as to duties, privileges and boundaries; •

vertical authority patterns; •

decisions based on expert judgement, resting on technical knowledge and on disci- •
plined compliance with the directives of superiors;

policy and administration are separate; •

maximum use of rules; •

impersonal administration of staff. •

At fi rst, with his celebration of the effi ciency of bureaucracy, Weber was received with only 
reluctant respect, even hostility. Many commentators were against bureaucracy. But it turned 
out that managers are not. They tend to prefer clear lines of communication, clear specifi ca-
tions of authority and responsibility, and clear knowledge of whom they are responsible to. 
Admittedly, in some situations, as Burns and Stalker (1961) point out, managers might want 
absolute clarity but they can’t get it. On the other hand there are circumstances when the type 
of work carried out in an organization requires a bureaucratic approach in the Weberian, not 
the pejorative ‘red tape’, sense. The problem with both the human relations and bureaucratic 
schools of thought were that they were insuffi ciently related to context. It is necessary to look 
at how organizations worked as systems within their environment – this was the approach 
adopted by the systems and socio-technical schools. It is also necessary to look at how organi-
zations have to adapt to that environment. This was done by the contingency school.

The systems school

An important insight into how organizations function was provided by Miller and Rice (1967) 
who stated that organizations should be treated as open systems that are continually depend-
ent upon and infl uenced by their environments. The basic characteristic of the enterprise as an 
open system is that it transforms inputs into outputs within its environment.

As Katz and Kahn (1966) wrote: ‘Systems theory is basically concerned with problems of rela-
tionship, of structure and of interdependence.’ As a result there is a considerable emphasis on 
the concept of transactions across boundaries – between the system and its environment and 
between the different parts of the system. This open and dynamic approach avoided the error 
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of the classical, bureaucratic and human relations theorists, who thought of organizations as 
closed systems and analysed their problems with reference to their internal structures and 
processes of interaction, without taking account either of external infl uences and the changes 
they impose or of the technology in the organization.

The socio-technical model

The concept of the organization as a system was extended by Emery (1959) and his Tavistock 
Institute colleagues (Trist et al, 1963) into the socio-technical model of organizations. The 
basic principle of this model is that in any system of organization, technical or task aspects are 
interrelated with the human or social aspects. The emphasis is on interrelationships between, 
on the one hand, the technical processes of transformation carried out within the organization 
and, on the other hand, the organization of work groups and the management structures of 
the enterprise. This approach avoided the humanistic generalizations of the behavioural scien-
tists without falling into the trap of treating the organization as a machine.

The contingency school

The contingency school consists of writers such as Burns and Stalker (1961), Woodward (1965) 
and Lawrence and Lorsch (1969) who have analysed a variety of organizations and concluded 
that their structures and methods of operation are a function of the circumstances in which 
they exist. They do not subscribe to the view that there is one best way of designing an organi-
zation or that simplistic classifi cations of organizations as formal or informal, bureaucratic or 
non-bureaucratic are helpful. They are against those who see organizations as mutually 
opposed social systems (what Burns and Stalker refer to as the ‘Manichean world of the 
Hawthorne studies’) that set up formal against informal organizations. They also disagree with 
those who impose rigid principles of organization irrespective of the technology or environ-
mental conditions.

Burns and Stalker

Burns and Stalker (1961), in their study of electronic companies in Scotland, identifi ed two 
types of organizations in which the structure and processes involved were contingent on their 
environment. In stable conditions a highly structured or ‘mechanistic’ organization will emerge 
with specialized functions, clearly defi ned roles, strictly administrative routines and a hierar-
chical system of exercising control. However, when the environment is volatile, a rigid system 
of ranks and routine will inhibit the organization’s speed and sensitivity of response. In these 
circumstances the structure is, or should be, ‘organic’ in the sense that it is a function of the 
situation in which the enterprise fi nds itself rather than conforming to any predetermined and 
rigid view of how it should operate. Perhaps the most important contribution made by Burns 
and Stalker was their emphasis on the need for any system to fi t its own specifi c set of 
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conditions. Thus they expressed the notion of strategic fi t well before its time. Their conclu-
sions are set out below.

Contingency theory applied to organizations, Burns and Stalker (1961)

We desire to avoid the suggestion that either system is superior under all cir-
cumstances to the other. In particular, nothing in our experience justifi es the 
assumption that mechanistic systems should be superseded by organic in con-
ditions of stability. The beginning of administrative wisdom is there is no one 
optimum type of management system.
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Woodward

Woodward (1965) formulated her ideas about organization following a research project carried 
out in Essex to discover whether the principles of organization laid down by the classical theo-
rists correlate with business success when put into practice. She found that there was no sig-
nifi cant correlation. Her conclusions after further analysis were as follows.

Contingency theory applied to organizations, Woodward (1965)

When, however, the fi rms were grouped according to similarity of objectives 
and techniques of production, and classifi ed in order of the technical complex-
ity of their production systems, each production system was found to be asso-
ciated with a characteristic pattern of organization. It appeared that technical 
methods were the most important factor in determining organization struc-
ture and in setting the tone of human relationships inside the fi rms. The widely 
held assumption that there are principles of management valid for all types of 
production systems seemed very doubtful.
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Lawrence and Lorsch

Lawrence and Lorsch (1969) developed their contingency model in a study of six fi rms in the 
plastics industry. They noted that the process of reacting to complexity and change by differ-
entiation creates a demand for effective integration if the organization as a whole is to adapt 
effi ciently to its environment. Their conclusions are given below.

Contingency and the need for differentiation and integration, Lawrence and 
Lorsch (1969)

As organizations deal with their external environments, they become seg-
mented into units, each of which has as its major task the problem of dealing 
with a part of the conditions outside the fi rm… These parts of the system need 
to be linked together towards the accomplishment of the organization’s overall 
purpose.
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The postmodern school

The postmodern school emerged in the early 1990s when commentators observed what was 
happening to organizations in their efforts to cope in a turbulent and highly competitive global 
environment. They noted that the emphasis was fi rst on getting the process right and not 
bothering about rigid structures, and second on ensuring organizational agility – the ability to 
respond fl exibly to new challenges. Postmodernism is about challenging assumptions, taking 
nothing for granted. It ‘deconstructs’ conventional wisdom about organizations so that previ-
ously unconsidered alternative approaches are revealed. As Huczynski and Buchanan (2007) 
comment, postmodernism represents a fundamental challenge to the ways in which we think 
about organizations and organizational behaviour.

Pascale (1990) described a ‘new organizational paradigm’, the features of which are:

From the image of organizations as machines, with the emphasis on concrete strategy,  •
structure and systems, to the idea of organizations as organisms, with the emphasis on 
the ‘soft’ dimensions – style, staff and shared values.

From a hierarchical model, with step-by-step problem solving, to a network model,  •
with parallel nodes of intelligence that surround problems until they are eliminated.
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From the status-driven view that managers think and workers do as they are told, to a  •
view of managers as ‘facilitators’, with workers empowered to initiate improvements 
and change.

From an emphasis on ‘vertical tasks’ within functional units to an emphasis on ‘hori- •
zontal tasks’ and collaboration across units.

From a focus on ‘content’ and the prescribed use of specifi c tools and techniques to a  •
focus on ‘process’ and a holistic synthesis of techniques.

From the military model to a commitment model. •

Ghoshal and Bartlett (1995) focused on process when they wrote:

Managers are beginning to deal with their organizations in different ways. Rather than 
seeing them as a hierarchy of static roles, they think of them as a portfolio of dynamic 
processes. They see core organizational processes that overlay and often dominate the 
vertical, authority-based processes of the hierarchical structure.

Organization structure

The members of the various schools were in effect commenting on the factors affecting organ-
ization structure, as considered below.

Organization structure defi ned

All organizations have some form of more or less formalized structure that is the framework 
for getting things done. As defi ned by Child (1977) it consists of  ‘all the tangible and regularly 
occurring features which help to shape their members’ behaviour’. Structures incorporate a 
network of roles and relationships and are there to help in the process of ensuring that collec-
tive effort is explicitly organized to achieve specifi ed ends.

Organizations vary in their complexity, but it is necessary to divide the overall management 
task into a variety of activities, to allocate these activities to the different parts of the organiza-
tion and to establish means of controlling, coordinating and integrating them. The structure 
of an organization consists of units, functions, divisions, departments and formally consti-
tuted work teams into which activities related to particular processes, projects, products, 
markets, customers, geographical areas or professional disciplines are grouped together. The 
structure indicates who is accountable for directing, coordinating and carrying out these activ-
ities and defi nes management hierarchies – the ‘chain of command’ – thus spelling out, broadly, 
who is responsible to whom for what at each level in the organization.
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In accordance with the principle of equifi nality (Doty et al, 1993) there are a number of equally 
effective forms of structure. The type of structure adopted is often contingent on the circum-
stances of the organization.

Organization charts

Structures are usually described in the form of an organization chart (deplorably, sometimes 
called an ‘organogram’, especially in UK government circles). This places individuals in boxes 
that denote their job and their position in the hierarchy and traces the direct lines of authority 
(command and control) through the management hierarchies.

Organization charts are vertical in their nature and therefore misrepresent reality. They do not 
give any indication of the horizontal and diagonal relationships that exist within the frame-
work between people in different units or departments, and do not recognize the fact that 
within any one hierarchy, commands and control information do not travel all the way down 
and up the structure as the chart implies. In practice information jumps (especially computer-
generated information) and managers or team leaders will interact with people at levels below 
those immediately beneath them.

Organization charts have their uses as means of defi ning – simplistically – who does what and 
hierarchical lines of authority. But even if backed up by organization manuals (which no one 
reads and which are, in any case, out of date as soon as they are produced) they cannot convey 
how the organization really works. They may, for example, lead to defi nitions of jobs – what 
people are expected to do – but they cannot convey the roles these people carry out in the 
organization, the parts they play in interacting with others and the ways in which, like actors, 
they interpret the parts they are given in their roles.

Types of organization

The basic types of organization are described below.

Line and staff

The line and staff organization was the type favoured by the classical theorists based on a mili-
tary model. Although the term is not so much used today, except when referring to line man-
agers, it still describes many structures. The line hierarchy in the structure consists of functions 
and managers who are directly concerned in achieving the primary purposes of the organiza-
tion, for example, manufacturing and selling or directing the organization as a whole. ‘Staff ’ in 
functions such as fi nance, HR and engineering provide services to the line to enable them to 
get on with their job.
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Divisionalized organizations

The process of divisionalization, as fi rst described by Sloan (1967) on the basis of his experi-
ence in running General Motors, involves structuring the organization into separate divisions 
each concerned with discrete manufacturing, sales, distribution or service functions, or with 
serving a particular market. At group headquarters, functional departments may exist in such 
areas as fi nance, planning, personnel, legal and engineering to provide services to the divisions 
and, importantly, to exercise a degree of functional control over their activities. The amount of 
control exercised will depend on the extent to which the organization has decided to decen-
tralize authority to strategic business units that are positioned close to the markets they serve.

Decentralized organizations

Some organizations decentralize most of their activities and retain only a skeleton headquar-
ters staff to deal with fi nancial control matters, strategic planning, legal issues and sometimes, 
but not always, HR issues, especially those concerned with senior management on an across 
the group or international basis (recruitment, development and remuneration).

Matrix organizations

A matrix organization consists of a functional structure consisting of a number of different 
disciplines and a project structure consisting of project teams drawn from the disciplines. 
Thus an employee can be a member of a discipline and of a project team and so have two 
reporting relationships. Matrix organizations are project-based. Development, design or con-
struction projects will be controlled by project directors or managers or, in the case of a con-
sultancy, assignments will be conducted by project leaders. Project managers will have no 
permanent staff except, possibly, some administrative support. They will draw the members of 
their project teams from discipline groups, each of which will be headed up by a director or 
manager who is responsible on a continuing basis for resourcing the group, developing and 
managing its members and ensuring that they are assigned as fully as possible to project teams. 
These individuals are assigned to a project team and they will be responsible to the team leader 
for delivering the required results, but they will continue to be accountable generally to the 
head of their discipline for their overall performance and contribution. The most typical form 
of matrix organization is a large multidiscipline consultancy.

Flexible organizations

Flexible organizations may conform broadly to the Mintzberg (1983b) category of an adhoc-
racy in the sense that they are capable of quickly adapting to new demands and operate fl uidly. 
They may be organized as core-periphery organization or along the lines of Handy’s (1981) 
‘shamrock’ organization, which consists of three elements: 1) the core workers (the central leaf 
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of the shamrock) – professionals, technicians and managers; 2) the contractual fringe – con-
tract workers; and 3) the fl exible labour force consisting of temporary staff.

An organization may adopt a policy of numerical fl exibility, which means that the number of 
employees can be quickly increased or decreased in line with changes in activity levels. The dif-
ferent types of fl exibility are described in Chapter 13.

The process-based organization

A process-based organization is one in which the focus is on horizontal processes that cut 
across organizational boundaries. Traditional organization structures consist of a range of 
functions operating semi-independently and each with its own, usually extended, manage-
ment hierarchy. Functions acted as vertical ‘chimneys’ with boundaries between what they did 
and what happened next door. Continuity of work between functions and the coordination of 
activities was prejudiced. Attention was focused on vertical relationships and authority-based 
management – the ‘command and control’ structure. Horizontal processes received relatively 
little attention. It was, for example, not recognized that meeting the needs of customers by 
systems of order processing could only be carried out satisfactorily if the fl ow of work from 
sales through manufacturing to distribution were treated as a continuous process and not as 
three distinct parcels of activity. Another horizontal process that drew attention to the need to 
reconsider how organizations should be structured was total quality. This is not a top-down 
system. It cuts across the boundaries separating organizational units to ensure that quality is 
built into the organization’s products and services.

In a process-based organization there will still be designated functions for, say, manufacturing, 
sales and distribution. But the emphasis will be on how these areas work together on multi-
functional projects to deal with new demands such as product/market development. Teams 
will jointly consider ways of responding to customer requirements. Quality and continuous 
improvement will be regarded as a common responsibility shared between managers and staff 
from each function. The overriding objective will be to maintain a smooth fl ow of work 
between functions and to achieve synergy by pooling resources from different functions in 
task forces or project teams.

The Mintzberg analysis

An alternative analysis of organizations was made by Mintzberg (1983b) who identifi ed fi ve 
broad types or confi gurations:

1. Simple structures, which are dominated by the top of the organization with centralized 
decision making.

2. Machine bureaucracy, which is characterized by the standardization of work processes 
and the extensive reliance on systems.
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3. Professional bureaucracy, where the standardization of skills provides the prime coordi-
nating mechanism.

4. Divisionalized structures, in which authority is drawn down from the top and activities 
are grouped together into units that are then managed according to their standardized 
outputs.

5. Adhocracies, where power is decentralized selectively to constellations of work that are 
free to coordinate within and between themselves by mutual adjustments.

Organizational processes

The structure of an organization as described in an organization chart does not give any real 
indication of how it functions. To understand this, it is necessary to consider the various proc-
esses that take place within the structural framework; those of interaction and networking, 
communication, group behaviour, leadership, power, politics and confl ict.

Interaction and networking

Interactions between people criss-cross the organization creating networks for getting things 
done and exchanging information that are not catered for in the formal structure. ‘Networking’ 
is an increasingly important process in fl exible and delayered organizations where more fl uid 
interactions across the structure are required between individuals and teams. Individuals can 
often get much more done by networking than by going through formal channels. At least this 
means that they can canvass opinion and enlist support to promote their projects or ideas.

People also get things done in organizations by creating alliances – getting agreement on a 
course of action with other people and joining forces to get things done.

Communication

The communication processes used in organizations have a marked effect on how it functions, 
especially if they take place through the network, which can then turn into the ‘grapevine’. 
E-mails encourage the instant fl ow of information (and sometimes produce information over-
load) but may inhibit the face-to-face interactions that are often the best ways of getting things 
done.

Group behaviour

Organizations consist of groups of people working together. Groups or teams exist when a 
number of people work together or regularly interact with one another. They may be set up 
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formally as part of the structure or they may be informal gatherings. They can be a permanent 
feature of the organization or are set up or form themselves temporarily. Interactions take 
place within and between groups and the degree to which these processes are formalized varies 
according to the organizational context.

To understand and infl uence organizational behaviour, it is necessary to appreciate how groups 
behave – group process. This means considering the nature of:

formal groups; •

informal groups; •

the processes that take place within groups; •

group ideology; •

group cohesion; •

group dynamics; •

the concept of a reference group and its impact on group members; •

the factors that make for group effectiveness. •

Formal groups

Formal groups are set up by organizations to achieve a defi ned purpose. People are brought 
together with the necessary skills to carry out the tasks and a system exists for directing, coor-
dinating and controlling the group’s activities. The structure, composition and size of the 
group will depend largely on the nature of the task; although tradition, organizational culture 
and management style may exert considerable infl uence. The more routine or clearly defi ned 
the task is the more structured the group will be. In a highly structured group the leader will 
have a positive role and may well adopt an authoritarian style. The role of each member of the 
group will be precise and a hierarchy of authority is likely to exist. The more ambiguous the 
task the more diffi cult it will be to structure the group. The leader’s role is then more likely to 
be supportive – she or he will tend to concentrate on encouragement and coordination rather 
than on issuing orders. The group will operate in a more democratic way and individual roles 
will be fl uid and less clearly defi ned.

Informal groups

Informal groups are set up by people in organizations who have some affi nity for one another. 
It could be said that formal groups satisfy the needs of the organization while informal groups 
satisfy the needs of their members. One of the main aims of organization design and develop-
ment should be to ensure, so far as possible, that the basis upon which activities are grouped 
together and the way in which groups are allowed or encouraged to behave satisfy both these 
needs. The values and norms established by informal groups can work against the 
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organization. This was fi rst clearly established in the Hawthorne studies (Roethlisberger and 
Dickson, 1939), which revealed that groups could regulate their own behaviour and output 
levels irrespective of what management wanted. An understanding of the processes that take 
place within groups can, however, help to make them work for, rather than against, what the 
organization needs.

Group processes

The way in which groups function is affected by the task and by the norms in the organization. 
An additional factor is size. There is a greater diversity of talent, skills and knowledge in a large 
group, but individuals fi nd it more diffi cult to make their presence felt. According to Handy 
(1981), for best participation and for highest all-round involvement, the optimum size is 
between fi ve and seven. But to achieve the requisite breadth of knowledge the group may have 
to be considerably larger, and this makes greater demands on the skills of the leader in getting 
participation. The main processes that take place in groups as described below are interaction, 
task and maintenance functions, group ideology, group cohesion, group development and 
identifi cation.

Interaction

Three basic channels of communication within groups were identifi ed by Leavitt (1951) and 
are illustrated in Figure 21.1.
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Figure 21.1 Channels of communication within groups

The characteristics of these different groups are as follows:

Wheel groups, where the task is straightforward, work faster, need fewer messages to  •
solve problems and make fewer errors than circle groups, but they are infl exible if the 
task changes.

Circle groups are faster in solving complex problems than wheel groups. •

All-channel groups are the most fl exible and function well in complex, open-ended  •
situations.
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The level of satisfaction for individuals is lowest in the circle group, fairly high in the all-chan-
nel group and mixed in the wheel group, where the leader is more satisfi ed than the outlying 
members.

Task and maintenance functions

The following functions need to be carried out in groups:

task – initiating, information seeking, diagnosing, opinion seeking, evaluating, deci- •
sion managing;

maintenance – encouraging, compromising, peace keeping, clarifying, summarizing,  •
standard setting.

It is the job of the group leader to ensure that these functions operate effectively. Leaderless 
groups can work, but only in special circumstances. A leader is almost essential, whether offi -
cial or self-appointed. The style adopted by a leader affects the way the group operates. If the 
leader is respected, this will increase group cohesiveness and its ability to get things done. An 
inappropriately authoritarian style creates tension and resentment. An over-permissive style 
means that respect for the leader diminishes and the group does not function so effectively.

Self-managed groups are given a task do to and left to get on with it. They may or may not have 
a formally appointed leader.

Group dynamics

The term ‘group dynamics’ can be used to describe the ways in which groups are formed and 
group members interact. But originally, as defi ned by Kurt Lewin (1947), it refers to the 
improvement of group processes through various forms of training, eg team building, interac-
tive skills training and T-groups (‘training groups’, which aim to increase sensitivity, diagnostic 
ability and action skills).

Group ideology

In the course of interacting and carrying out its task and maintenance functions, the group 
develops an ideology that affects the attitudes and actions of its members and the degree of 
satisfaction they feel.

Group cohesion

If the group ideology is strong and individual members identify closely with the group, it will 
become increasingly cohesive. Group norms or implicit rules will be evolved that defi ne what 
is and is not acceptable behaviour. The impact of group cohesion can, however, result in nega-
tive as well as positive results. Janis’s (1972) study of the decision-making processes of groups 
established that a cohesive group of individuals, sharing a common fate, exerts a strong pres-
sure towards conformity. He coined the term ‘group think’ to describe the pressure for 
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conformity in a highly cohesive group that might involve the exaggeration of irrational ten-
dencies. He argued that a group setting can magnify weakness of judgement.

To be ‘one of us’ is not always a good thing in management circles. A sturdy spirit of independ-
ence, even a maverick tendency, may be more conducive to correct decision making. Team 
working is a good thing but so is fl exibility and independent judgement. These need not be 
incompatible with team membership, but could be if there is too much emphasis on cohesion 
and conformity within the group.

Reference group

A reference group consists of the group of people with whom an individual identifi es. This 
means that the group’s norms are accepted and if in doubt about what to do or say, reference 
is made to these norms or to other group members before action is taken. Most people in 
organizations belong to a reference group and this can signifi cantly affect the ways in which 
they behave.

Impact on group members

The reference group will affect individual behaviour by encouraging acceptance of group 
norms. This commonly goes through two stages – compliance and internalization. Initially, a 
group member complies in order not to be rejected by the group, although he or she may 
behave differently when away from the group. Progressively, however, the individual accepts 
the norm whether with the group or not – the group norm has been internalized. As noted by 
Chell (1987), pressure on members to conform can cause problems when:

there is incompatibility between a member’s personal goals and those of the group; •

there is no sense of pride in being a member of the group; •

the member is not fully integrated with the group; •

the price of conformity is too high. •

Group development

Tuckman (1965) has identifi ed four stages of group development:

1. Forming, when there is anxiety, dependence on the leader and testing to fi nd out the 
nature of the situation and the task, and what behaviour is acceptable.

2. Storming, where there is confl ict, emotional resistance to the demands of the task, resist-
ance to control and even rebellion against the leader.

3. Norming, when group cohesion is developed, norms emerge, views are exchanged openly, 
mutual support and cooperation increase and the group acquires a sense of its identity.
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4. Performing, when interpersonal problems are resolved, roles are fl exible and functional, 
there are constructive attempts to complete tasks and energy is available for effective 
work.

Identifi cation

Individuals will identify with their groups if they like the other members, approve of the 
purpose and work of the group and wish to be associated with the standing of the group in the 
organization. Identifi cation will be more complex if the standing of the group is not good.

Teamwork

As defi ned by Katzenbach and Smith (1993),  ‘A team is a small number of people with com-
plementary skills who are committed to a common purpose, performance goals and approach 
for which they hold themselves mutually accountable.’ They list the characteristics of effective 
teams as follows:

Teams are the basic units of performance for most organizations. They meld together  •
the skills, experiences and insights of several people.

Teamwork applies to the whole organization as well as specifi c teams. It represents ‘a set  •
of values that encourage behaviours such as listening and responding cooperatively to 
points of view expressed by others, giving others the benefi t of the doubt, providing 
support to those who need it and recognizing the interests and achievements of 
others’.

Teams are created and energized by signifi cant performance challenges. •

Teams outperform individuals acting alone or in large organizational groupings, espe- •
cially when performance requires multiple skills, judgements and experiences.

Teams are fl exible and responsive to changing events and demands. They can adjust  •
their approach to new information and challenges with greater speed, accuracy and 
effectiveness than can individuals caught in the web of larger organizational 
conventions.

High-performance teams invest much time and effort exploring, shaping and agreeing  •
on a purpose that belongs to them, both collectively and individually. They are charac-
terized by a deep sense of commitment to their growth and success.

Dysfunctional teams

The specifi cation set out above is somewhat idealistic. Teams do not always work like that. 
They can fail to function effectively in the following ways:
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the atmosphere can be strained and over-formalized; •

either there is too much discussion, which gets nowhere, or discussion is inhibited by  •
dominant members of the team;

team members do not really understand what they are there to do and the objectives or  •
standards they are expected to achieve;

people don’t listen to one another; •

disagreements are frequent and often relate to personalities and differences of opinion  •
rather than a reasoned discussion of alternative points of view;

decisions are not made jointly by team members; •

there is evidence of open personal attacks or hidden personal animosities; •

people do not feel free to express their opinions; •

individual team members opt out or are allowed to opt out, leaving the others to do the  •
work;

there is little fl exibility in the way in which team members operate – people tend to use  •
a limited range of skills on specifi c tasks; there is little evidence of multi-skilling;

the team leader dominates the team; more attention is given to who takes control rather  •
than to getting the work done;

the team determines its own standards and norms, which may not be in accord with the  •
standards and norms of the organization.

Team roles

The different types of roles played by team members have been defi ned by Belbin (1981) as follows:

chairpersons who control the way the team operates; •

shapers who specify the ways the team should work; •

company workers who turn proposals into practical work procedures; •

plants who produce ideas and strategies; •

resource investigators who explore the availability of resources, ideas and developments  •
outside the team;

monitor-evaluators who analyse problems and evaluate ideas; •

team workers who provide support to team members, improve team communication  •
and foster team spirit;

completer-fi nishers who maintain a sense of urgency in the team. •
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An alternative classifi cation of roles has been developed by Margerison and McCann (1986). 
The eight roles are:

1. Reporter-adviser: gathers information and expresses it in an easily understandable form.

2. Creator-innovator: enjoys thinking up new ideas and ways of doing things.

3. Explorer-promoter: takes up ideas and promotes them to others.

4. Assessor-developer: takes ideas and makes them work in practice.

5. Thruster-organizer: gets things done, emphasizing targets, deadlines and budgets.

6. Concluder-producer: sets up plans and standard systems to ensure outputs are achieved.

7. Controller-inspector: concerned with the details and adhering to rules and regulations.

8. Upholder-maintainer: provides guidance and help in meeting standards.

According to Margerison and McCann, a balanced team needs members with preferences for 
each of these eight roles.

Leadership

Leadership is the process of inspiring people to do their best to achieve a desired result. It can 
also be defi ned as the ability to persuade others willingly to behave differently. The function of 
team leaders is to achieve the task set for them with the help of the group. Leaders and their 
groups are therefore interdependent.

Leadership roles

Leaders have two main roles. First, they must achieve the task. Second, they have to maintain 
effective relationships between themselves and the group and the individuals in it – effective in 
the sense that they are conducive to achieving the task. As Adair (1973) pointed out, in fulfi ll-
ing their roles, leaders have to satisfy the following needs:

1. Task needs. The group exists to achieve a common purpose or task. The leader’s role is to 
ensure that this purpose is fulfi lled. If it is not, they will lose the confi dence of the group 
and the result will be frustration, disenchantment, criticism and, possibly, the ultimate 
disintegration of the group.

2. Group maintenance needs. To achieve its objectives, the group needs to be held together. 
The leader’s job is to build up and maintain team spirit and morale.

3. Individual needs. Individuals have their own needs which they expect to be satisfi ed at 
work. The leader’s task is to be aware of these needs so that where necessary they can take 
steps to harmonize them with the needs of the task and the group.
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These three needs are interdependent. The leader’s actions in one area affect both the others; 
thus successful achievement of the task is essential if the group is to be held together and its 
members motivated to give their best effort to the job. Action directed at meeting group or 
individual needs must be related to the needs of the task. It is impossible to consider individu-
als in isolation from the group or to consider the group without referring to the individuals 
within it. If any need is neglected, one of the others will suffer and the leader will be less 
successful.

The kind of leadership exercised will be related to the nature of the task and the people being 
led. It will also depend on the environment and, of course, on the actual leader. Analysing the 
qualities of leadership in terms of traits such as intelligence, initiative, self-assurance and so on 
has only limited value. The qualities required may be different in different situations. It is more 
useful to adopt a contingency approach and take account of the variables leaders have to deal 
with; especially the task, the group and their own position relative to the group.

Leadership style

Leadership style, often called ‘management style’, describes the approach managers use to deal 
with people in their teams. There are many styles of leadership. Leaders can be classifi ed in 
extremes as follows:

Charismatic/non-charismatic. Charismatic leaders rely on their personality, their inspi- •
rational qualities and their ‘aura’. They are visionary leaders who are achievement-ori-
ented, calculated risk takers and good communicators. Non-charismatic leaders rely 
mainly on their know-how (authority goes to the person who knows), their quiet con-
fi dence and their cool, analytical approach to dealing with problems.

Autocratic/democratic. Autocratic leaders impose their decisions, using their position  •
to force people to do as they are told. Democratic leaders encourage people to partici-
pate and involve themselves in decision taking.

Enabler/controller. Enablers inspire people with their vision of the future and empower  •
them to accomplish team goals. Controllers manipulate people to obtain their 
compliance.

Transactional/transformational. Transactional leaders trade money, jobs and security  •
for compliance. Transformational leaders motivate people to strive for higher-level 
goals.

Goleman (2000) produced an alternative list of six leadership styles: coercive, authoritative, 
affi liative, democratic, pacesetting and coaching.
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Power

Organizations exist to get things done and in the process of doing this people or groups exer-
cise power. Directly or indirectly, the use of power in infl uencing behaviour is a pervading 
feature of organizations, whether it is exerted by managers, specialists, informal groups or 
trade union offi cials. It is a way of getting things done, but it can be misused.

Power is the capacity to secure the dominance of one’s goals or values over others. Four differ-
ent types of power have been identifi ed by French and Raven (1959):

1. Reward power – derived from the belief of individuals that compliance brings rewards; the 
ability to distribute rewards contributes considerably to an executive’s power.

2. Coercive power – making it plain that non-compliance will bring punishment.

3. Expert power – exercised by people who are popular or admired with whom the less pow-
erful can identify.

4. Legitimized power – power conferred by the position in an organization held by an 
executive.

Politics

Power and politics are inextricably mixed, and in any organization there will inevitably be 
people who want to achieve their satisfaction by acquiring power, legitimately or illegitimately. 
Kakabadse (1983) defi nes politics as ‘a process, that of infl uencing individuals and groups of 
people to your point of view, where you cannot rely on authority’. Organizational politicians 
are determined to get their own way by fair or foul means.

Organizations consist of individuals who, while they are ostensibly there to achieve a common 
purpose, are, at the same time, driven by their own needs to achieve their own goals. Effective 
management is the process of harmonizing individual endeavour and ambition to the common 
good. Some individuals genuinely believe that using political means to achieve their goals will 
benefi t the organization as well as themselves. Others rationalize this belief; yet others una-
shamedly pursue their own ends. Politics, like power, is an inevitable feature of organization. 
Political behaviour can be harmful when it is underhand and devious, but it can sometimes 
help to enlist support and overcome obstacles to getting results.

Confl ict

Confl ict is inevitable in organizations because they function by means of adjustments and 
compromises among competitive elements in their structure and membership. Confl ict also 
arises when there is change, because it may be seen as a threat to be challenged or resisted, or 
when there is frustration – this may produce an aggressive reaction: fi ght rather than fl ight. 
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Confl ict is not to be deplored. It is an inevitable result of progress and change and it can and 
should be used constructively.

Confl ict between individuals raises fewer problems than confl ict between groups. Individuals 
can act independently and resolve their differences. Members of groups may have to accept the 
norms, goals and values of their group. The individual’s loyalty will usually be to his or her 
own group if it is in confl ict with others.

How organizations function – key learning points

The process of organizing

Organizing is the process of making arrange-
ments in the form of defi ned or understood 
responsibilities and relationships to enable 
people to work cooperatively together. 
Formal organizations have formal structures 
with defi ned hierarchies (lines of command), 
but to varying extents they can operate infor-
mally as well as formally by means of a 
network of roles and relationships that cut 
across formal organizational boundaries and 
lines of command.

Organization theory

Organization theory aims to describe how 
organizations function. There are a number 
of schools and models.

Organization structures

Organizations vary in their complexity, but it 
is necessary to divide the overall management 
task into a variety of activities, to allocate 
these activities to the different parts of the 
organization and to establish means of con-
trolling, coordinating and integrating them.

Types of organization

The basic types of organization are line and 
staff, divisionalized, decentralized, matrix, 
and process-based.

Organizational processes

The structure of an organization as described 
in an organization chart does not give any real 
indication of how it functions. To understand 
this, it is necessary to consider the various 
processes that take place within the structural 
framework; those of interaction and network-
ing, communication, group behaviour, lead-
ership, power, politics and confl ict.

Group behaviour

Organizations consist of groups of people 
working together. Groups or teams exist when 
a number of people work together or regularly 
interact with one another. Interactions take 
place within and between groups and the 
degree to which these processes are formalized 
varies according to the organizational context.

Teamwork

As defi ned by Katzenbach and Smith (1993), 
‘A team is a small number of people with 
complementary skills who are committed 
to a common purpose, performance goals 
and approach for which they hold them-
selves mutually accountable.’

Leadership roles

Leaders have two main roles. First, they must 
achieve the task; second, they have to 
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Questions

1. Is individualism a good thing that should be encouraged or a bad thing that should be 
discouraged?

2. What does contingency theory tell us about organizations?

3. Critically evaluate the trait theory of leadership.

4. What can HR do about increasing organizational capability?

How organizations function – key learning points 
(continued)

maintain effective relationships between 
themselves and the group and the individuals 
in it – effective in the sense that the relation-
ships are conducive to achieving the task.

Power

Directly or indirectly, the use of power in 
infl uencing behaviour is a pervading feature 
of organizations, whether it is exerted by 
managers, specialists, informal groups or 
trade union offi cials.

Politics

Power and politics are inextricably mixed, 
and in any organization there will inevita-
bly be people who want to achieve their sat-
isfaction by acquiring power, legitimately 

or illegitimately. Kakabadse (1983) defi nes 
politics as ‘a process, that of infl uencing 
individuals and groups of people to your 
point of view, where you cannot rely on 
authority’. Organizational politicians are 
determined to get their own way by fair 
means or foul.

Confl ict

Confl ict is inevitable in organizations 
because they function by means of adjust-
ments and compromises among competi-
tive elements in their structure and 
membership. Confl ict also arises when 
there is change, because it may be seen as a 
threat to be challenged or resisted, or when 
there is frustration.
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Key concepts and terms

Artefacts •

Management style •

Organizational climate •

Values •

Value set •

Espoused values •

Norms •

Organizational culture •

Values in use •

On completing this chapter you should be able to defi ne these key concepts. 
You should also know about:

Learning outcomes

The characteristics of  •
organizational culture

How organizational culture  •
develops

The components of  •
organizational culture

Measuring organizational climate •

Supporting and changing cultures •

The signifi cance of organizational  •
culture

The diversity of organizational  •
culture

Classifi cations of organizational  •
culture

Appropriate cultures •
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Introduction

The culture of an organization affects the way in which people behave and has to be taken into 
account as a contingency factor in any programme for developing organizations and HR poli-
cies and practices. This is why it is important for HR specialists to understand the concept of 
organizational culture, how it affects organizations and how it can be managed, as discussed in 
this chapter.

Organizational culture defi ned

Organizational or corporate culture is the pattern of values, norms, beliefs, attitudes and 
assumptions that may not have been articulated but shape the ways in which people in organi-
zations behave and things get done. ‘Values’ refer to what is believed to be important about 
how people and organizations behave. ‘Norms’ are the unwritten rules of behaviour.

The defi nition emphasizes that organizational culture is concerned with the subjective aspect 
of what goes on in organizations. It refers to abstractions such as values and norms that pervade 
the whole or part of a business, which may not be defi ned, discussed or even noticed. 
Nevertheless, culture can have a signifi cant infl uence on people’s behaviour. The following are 
some other defi nitions of organizational culture:

The culture of an organization refers to the unique confi guration of norms, values,  •
beliefs and ways of behaving that characterize the manner in which groups and indi-
viduals combine to get things done. Eldridge and Crombie (1974)

Culture is a system of informal rules that spells out how people are to behave most of  •
the time. Deal and Kennedy (1982)

A pattern of basic assumptions – invented, discovered or developed by a given group as  •
it learns to cope with the problems of external adaptation and internal integration – 
that has worked well enough to be considered valid and, therefore, to be taught to new 
members as the correct way to perceive, think and feel in relation to these problems. 
Schein (1985)

Culture is the commonly held beliefs, attitudes and values that exist in an organization.  •
Put more simply, culture is ‘the way we do things around here’. Furnham and Gunter 
(1993)
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Characteristics of culture, Furnham and Gunter (1993)

It is diffi cult to defi ne (often a pointless exercise). •

It is multi-dimensional, with many different components at different  •
levels.

It is not particularly dynamic and ever-changing (being relatively stable  •
over short periods of time).

It takes time to establish and therefore time to change a corporate  •
culture.

Signifi cance of culture, Furnham and Gunter (1993)

Culture represents the ‘social glue’ and generates a ‘we-feeling’, thus counter-
acting processes of differentiations that are an unavoidable part of organiza-
tional life. Organizational culture offers a shared system of meanings which is 
the basis for communications and mutual understanding. If these functions are 
not fulfi lled in a satisfactory way, culture may signifi cantly reduce the effi ciency 
of an organization.
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Problems with the concept

But Furnham and Gunter refer to a number of problems with the concept, which include:

how to categorize culture (what terminology to use); •

when and why corporate culture should be changed and how this takes place; •

what is the healthiest, most optimal or desirable culture. •

They also point out that it is dangerous to treat culture as an objective entity ‘as if everyone in 
the world would be able to observe the same phenomenon, whereas this is patently not the 
case’.

Organizational climate defi ned

As defi ned by Ivancevitch et al (2008), organizational climate is: ‘A set of properties of the work 
environment, perceived directly or indirectly by the employees, that is assumed to be a major 
force in infl uencing employee behaviour.’ The term ‘organizational climate’ is sometimes con-
fused with organizational culture and there has been much debate on what distinguishes them 
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from one another. In his analysis of this issue, Denison (1996) suggested that ‘culture’ refers to 
the deep structure of organizations, which is rooted in the values, beliefs and assumptions held 
by organizational members. In contrast, ‘climate’ refers to those aspects of the environment 
that are consciously perceived by organizational members. Rousseau (1988) stated that climate 
is a perception and is descriptive. Perceptions are sensations or realizations experienced by an 
individual. Descriptions are what a person reports of these sensations.

The debate about the meanings of these terms can become academic. It is easiest to regard 
organizational climate as how people perceive (see and feel about) the culture existing in their 
organization. As defi ned by French et al (1985) it is ‘the relatively persistent set of perceptions 
held by organization members concerning the characteristics and quality of organizational 
culture’. They distinguish between the actual situations (ie culture) and the perception of it 
(climate).

How organizational culture develops

The values and norms that are the basis of culture are formed in four ways; fi rst, by the leaders 
in the organization, especially those who have shaped it in the past. Schein (1990) indicates 
that people identify with visionary leaders – how they behave and what they expect. They note 
what such leaders pay attention to and treat them as role models. Second, as Schein also points 
out, culture is formed around critical incidents – important events from which lessons are 
learnt about desirable or undesirable behaviour. Third, as suggested by Furnham and Gunter 
(1993), culture develops from the need to maintain effective working relationships among 
organization members, and this establishes values and expectations. Finally, culture is infl u-
enced by the organization’s environment. The external environment may be relatively dynamic 
or unchanging.

Culture is learnt over a period of time. Schein (1984) suggests that there are two ways in which 
this learning takes place. First, the trauma model, in which members of the organization learn 
to cope with some threat by the erection of defence mechanisms. Second, the positive rein-
forcement model, where things that seem to work become embedded and entrenched. Learning 
takes place as people adapt to and cope with external pressures, and as they develop successful 
approaches and mechanisms to handle the internal challenges, processes and technologies in 
their organization.

Where culture has developed over long periods of time and has become fi rmly embedded it 
may be diffi cult to change quickly, if at all, unless a traumatic event occurs.
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The diversity of culture

The development process described above may result in a culture that characterizes the whole 
organization. But there may be different cultures within organizations. For example, the 
culture of an outward-looking marketing department may be substantially different from that 
of an internally-focused manufacturing function. There may be some common organizational 
values or norms, but in some respects these will vary between different work environments.

The components of culture

Organizational culture can be described in terms of values, norms, artefacts and management 
style.

Values

Values are beliefs in what is best or good for the organization and what should or ought to 
happen. The ‘value set’ of an organization may only be recognized at top level, or it may be 
shared throughout the business, in which case it could be described as ‘value-driven’.

The stronger the values the more they will infl uence behaviour. This does not depend upon 
their having been articulated. Implicit values that are deeply embedded in the culture of an 
organization and are reinforced by the behaviour of management can be highly infl uential, 
while espoused values that are idealistic and are not refl ected in managerial behaviour may 
have little or no effect. When values are acted on they are called ‘values in use’.

Areas in which values may be expressed – explicitly or implicitly

Care and consideration for people. •

Competence. •

Competitiveness. •

Customer service. •

Innovation. •

Performance. •

Quality. •

Teamwork. •
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Values are translated into reality through norms and artefacts, as described below. They may 
also be expressed through the media of language (organizational jargon), rituals, stories and 
myths.

Norms

Norms are the unwritten rules of behaviour, the ‘rules of the game’ that provide informal 
guidelines on how to behave. Norms tell people what they are supposed to be doing, saying, 
believing, even wearing. They are never expressed in writing – if they were, they would be poli-
cies or procedures. They are passed on by word of mouth or behaviour and can be enforced by 
the reactions of people if they are violated. They can exert very powerful pressure on behav-
iour because of these reactions – we control others by the way we react to them.

Typical norms

How managers treat the members of their teams (management style) and how  •
the latter relate to their managers.

The prevailing work ethic, eg ‘work hard, play hard’, ‘come in early, stay late’, ‘if  •
you cannot fi nish your work during business hours you are obviously ineffi -
cient’, ‘look busy at all times’, ‘look relaxed at all times’.

Status – how much importance is attached to it; the existence or lack of obvious  •
status symbols.

Ambition – naked ambition is expected and approved of, or a more subtle  •
approach is the norm.

Performance – exacting performance standards are general; the highest praise  •
that can be given in the organization is to be referred to as ‘very professional’.

Power – recognized as a way of life; executed by political means, dependent on  •
expertise and ability rather than position; concentrated at the top; shared at dif-
ferent levels in different parts of the organization.

Politics – rife throughout the organization and treated as normal behaviour; not  •
accepted as overt behaviour.

Loyalty – expected, a cradle to grave approach to careers; discounted, the empha- •
sis is on results and contribution in the short term.

Anger – openly expressed; hidden, but expressed through other, possibly politi- •
cal, means.
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Artefacts

Artefacts are the visible and tangible aspects of an organization that people hear, see or feel and 
which contribute to their understanding of the organization’s culture. Artefacts can include 
such things as the working environment, the tone and language used in e-mails, letters or 
memoranda, the manner in which people address each other at meetings, in e-mails or over 
the telephone, the welcome (or lack of welcome) given to visitors and the way in which teleph-
onists deal with outside calls. Artefacts can be very revealing.

Management style

Management style is the approach managers use to deal with people. It is also called ‘leadership 
style’, as described in Chapter 21. As defi ned there, it consists of the following extremes:

Charismatic/non-charismatic. •

Autocratic/democratic. •

Enabler/controller. •

Transactional/transformational. •

Most managers adopt an approach somewhere between the extremes. Some will vary it accord-
ing to the situation or their feelings at the time; others will stick to the same style whatever 
happens. A good case can be made for using an appropriate style according to the situation but 
it is undesirable to be inconsistent in the style used in similar situations. Every manager has his 
or her own style but this will be infl uenced by the organizational culture, which may produce 
a prevailing management style that represents the behavioural norm for managers that is gen-
erally expected and adopted.

The term ‘management style’ can also refer to the overall approach an organization adopts to 
the conduct of employee relations. Purcell and Sisson (1983) identifi ed fi ve typical styles: 
authoritarian, paternalistic, consultative, constitutional and opportunist.

Approachability – managers are expected to be approachable and visible; every- •
thing happens behind closed doors.

Formality – a cool, formal approach is the norm; forenames are/are not used at  •
all levels; there are unwritten but clearly understood rules about dress.



390 Organizational Behaviour

Classifying organizational culture

There have been many attempts to classify or categorize organizational culture as a basis for 
the analysis of cultures in organizations and for taking action to support or change them. Most 
of these classifi cations are expressed in four dimensions and some of the best-known ones are 
summarized below. Note that following the lead of Harrison (1972), there is much common 
ground between them.

Organization ideologies, Harrison (1972)

Power-oriented – competitive, responsive to personality rather than  •
expertise.

People-oriented – consensual, management control rejected. •

Task-oriented – focus on competency, dynamic. •

Role-oriented – focus on legality, legitimacy and bureaucracy. •

Culture typology, based on Harrison, Handy (1981)

1. The power culture is one with a central power source that exercises control. 
There are few rules or procedures and the atmosphere is competitive, 
power-oriented and political.

2. The role culture in which work is controlled by procedures and rules and 
the role, or job description, is more important than the person who fi lls it. 
Power is associated with positions not people.

3. The task culture in which the aim is to bring together the right people and 
let them get on with it. Infl uence is based more on expert power than in 
position or personal power. The culture is adaptable and teamwork is 
important.

4. The person culture in which the individual is the central point. The organ-
ization exists only to serve and assist the individuals in it.

Schein (1985)

1. Power culture in which leadership resides in a few and rests on their ability 
and which tends to be entrepreneurial.

2. Role culture in which power is balanced between the leader and bureau-
cratic structure. The environment is likely to be stable and roles and rules 
are clearly defi ned.
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Assessing organizational culture

A number of instruments exist for assessing organizational culture. This is not easy because 
culture is concerned with both subjective beliefs and unconscious assumptions (which might 
be diffi cult to measure), and with observed phenomena such as behavioural norms and arte-
facts. Two of the better-known instruments are summarized below.

Organizational ideology questionnaire (Harrison, 1972)

This questionnaire deals with the four orientations referred to earlier (power, role, task and 
self). The questionnaire is completed by ranking statements according to views on what is 
closest to the organization’s actual position. Statements include:

a good boss is strong, decisive and fi rm but fair; •

a good subordinate is compliant, hard-working and loyal; •

people who do well in the organization are shrewd and competitive, with a strong need  •
for power;

the basis of task assignment is the personal needs and judgements of those in  •
authority;

3. Achievement culture in which personal motivation and commitment are 
stressed and action, excitement and impact are valued.

4. Support culture in which people contribute out of a sense of commitment 
and solidarity. Relationships are characterized by mutuality and trust.

Williams et al (1989)

1. Power orientation in which organizations try to dominate their environ-
ment and those exercising power strive to maintain absolute control over 
subordinates.

2. Role orientation, which emphasizes legality, legitimacy and responsibility. 
Hierarchy and status are important.

3. Task orientation, which focuses on task accomplishment. Authority is 
based on appropriate knowledge and competence.

4. People orientation in which the organization exists primarily to serve the 
needs of its members. Individuals are expected to infl uence each other 
through example and helpfulness.
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decisions are made by people with the most knowledge and expertise about the  •
problem.

Organizational culture inventory (Cooke and Lafferty, 1989)

This instrument assesses organizational culture under 12 headings:

 1. Humanistic/helpful – organizations managed in a participative and person-centred way.

 2. Affi liative – organizations that place a high priority on constructive relationships.

 3. Approval – organizations in which confl icts are avoided and interpersonal relationships 
are pleasant – at least superfi cially.

 4. Conventional – conservative, traditional and bureaucratically controlled organizations.

 5. Dependent – hierarchically controlled and non-participative organizations.

 6. Avoidance – organizations that fail to reward success but punish mistakes.

 7. Oppositional – organizations in which confrontation prevails and negativism is 
rewarded.

 8. Power – organizations structured on the basis of the authority inherent in members’ 
positions.

 9. Competitive – a culture in which winning is valued and members are rewarded for out-
performing one another.

10. Competence/perfectionist – organizations in which perfectionism, persistence and hard 
work are valued.

11. Achievement – organizations that do things well and value members who set and accom-
plish challenging but realistic goals.

12. Self-actualization – organizations that value creativity, quality over quantity, and both 
task accomplishment and individual growth.

Measuring organizational climate

Organizational climate measures attempts to assess organizations in terms of dimensions that 
are thought to capture or describe perceptions about the climate, such as the example given 
below.
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Questionnaire on organizational climate, Litwin and Stringer (1968)

1. Structure – feelings about constraints and freedom to act and the degree of 
formality or informality in the working atmosphere.

2. Responsibility – the feeling of being trusted to carry out important work.

3. Risk – the sense of riskiness and challenge in the job and in the organiza-
tion; the relative emphasis on taking calculated risks or playing it safe.

4. Warmth – the existence of friendly and informal social groups.

5. Support – the perceived helpfulness of managers and co-workers; the 
emphasis (or lack of emphasis) on mutual support.

6. Standards – the perceived importance of implicit and explicit goals and 
performance standards; the emphasis on doing a good job; the challenge 
represented in personal and team goals.

7. Confl ict – the feeling that managers and other workers want to hear differ-
ent opinions; the emphasis on getting problems out into the open rather 
than smoothing them over or ignoring them.

8. Identity – the feeling that you belong to a company; that you are a valuable 
member of a working team.

SO
U

RC
E 

RE
V

IE
W

Perceptions about climate can be measured by questionnaires such as that developed by Koys 
and DeCotiis (1991), which cover eight categories:

Typical dimensions of organizational climate questionnaires (Koys and 
DeCotiis, 1991)

1. Autonomy – the perception of self-determination with respect to work 
procedures, goals and priorities.

2. Cohesion – the perception of togetherness or sharing within the organiza-
tion setting, including the willingness of members to provide material 
risk.

3. Trust – the perception of freedom to communicate openly with members 
at higher organizational levels about sensitive or personal issues with the 
expectation that the integrity of such communication will not be 
violated.
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Appropriate cultures

It is not possible to say that one culture is better than another, only that a culture is to a greater 
or lesser extent appropriate in the sense of being relevant to the needs and circumstances of the 
organization and helping rather than hindering its performance. However, embedded cultures 
exert considerable infl uence on organizational behaviour and therefore performance. If there 
is an appropriate and effective culture it would therefore be desirable to take steps to support 
or reinforce it. If the culture is inappropriate, attempts should be made to determine what 
needs to be changed and to develop and implement plans for change.

Furnham and Gunter (1993) considered that a culture will be more effective if  ‘it is consistent 
in its components and shared amongst organizational members, and it makes the organization 
unique, thus differentiating it from other organizations’.

Supporting and changing cultures

While it may not be possible to defi ne an ideal structure or to prescribe how it can be devel-
oped, it can at least be stated with confi dence that embedded cultures exert considerable infl u-
ence on organizational behaviour and therefore performance. If there is an appropriate and 
effective culture it would be desirable to take steps to support or reinforce it. If the culture is 
inappropriate attempts should be made to determine what needs to be changed and to develop 
and implement plans for change.

4. Resource – the perception of time demands with respect to task competi-
tion and performance standards.

5. Support – the perception of the degree to which superiors tolerate members’ 
behaviour, including willingness to let members learn from their mistakes 
without fear of reprisal.

6. Recognition – the perception that members’ contributions to the organi-
zation are acknowledged.

7. Fairness – the perception that organizational policies are non-arbitrary or 
capricious.

8. Innovation – the perception that change and creativity are encouraged, 
including risk taking in new areas where the member has little or no prior 
experience.



Organizational Culture 395

Culture analysis

In either case, the fi rst step is to analyse the existing culture. This can be done through ques-
tionnaires, surveys and discussions in focus groups or workshops. It is often helpful to involve 
people in analysing the outcome of surveys, getting them to produce a diagnosis of the cultural 
issues facing the organization and to participate in the development and implementation of 
plans and programmes to deal with any issues. This could form part of an organizational 
development programme, as described in Chapter 24. Groups can analyse the culture through 
the use of measurement instruments. Extra dimensions can be established by the use of group 
exercises such as ‘rules of the club’ (participants brainstorm the ‘rules’ or norms that govern 
behaviour) or ‘shield’ (participants design a shield, often quartered, which illustrates major 
cultural features of the organization). Joint exercises like this can lead to discussions on appro-
priate values that are much more likely to be ‘owned’ by people if they have helped to create 
them rather than having them imposed from above.

While involvement is highly desirable, there will be situations when management has to carry 
out the analysis and determine the actions required without the initial participation of employ-
ees. But the latter should be kept informed and brought into discussion on developments as 
soon as possible.

Culture support and reinforcement

Culture support and reinforcement programmes aim to preserve and underpin what is good 
and functional about the present culture. Schein (1985) has suggested that the most powerful 
primary mechanisms for culture embedding and reinforcement are:

what leaders pay attention to, measure and control; •

leaders’ reactions to critical incidents and crises; •

deliberate role modelling, teaching and coaching by leaders; •

criteria for allocation of rewards and status; •

criteria for recruitment, selection, promotion and commitment. •

Culture can also be underpinned by reaffi rming and operationalizing existing values through 
actions designed, for example, to implement total quality and customer care programmes, to 
provide fi nancial and non-fi nancial rewards for expected behaviour, to improve productivity, 
to promote and reward good teamwork or to develop a learning organization (see Chapter 40). 
Additionally, the value set of the organization can be used as headings for reviewing individual 
and team performance – emphasizing that people are expected to uphold the values, and 
induction programmes and further training can cover core values and how people are expected 
to achieve them.
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Culture change

In theory, culture change programmes start with an analysis of the existing culture. The desired 
culture is then defi ned, which leads to the identifi cation of a ‘culture gap’ that needs to be fi lled. 
This analysis can identify behavioural expectations so that development and reward processes 
can be used to defi ne and reinforce them. In real life, it is not quite as simple as that. Culture is 
by defi nition deeply embedded and changing it can be a long and diffi cult haul.

A comprehensive change programme may be a fundamental part of an organizational trans-
formation programme, as described in Chapter 25. But culture change programmes can focus 
on particular aspects of the culture, for example, performance, commitment, quality, customer 
service, teamwork and organizational learning. In each case the underpinning values would 
need to be defi ned. It would probably be necessary to prioritize by deciding which areas need 
the most urgent attention. There is a limit to how much can be done at once, except in crisis 
conditions.

Levers for change

Having identifi ed what needs to be done and the priorities, the next step is to consider what 
levers for change exist and how they can be used. The levers could include, as appropriate:

Performance – performance-related or contribution-related pay schemes; performance  •
management processes; gainsharing; leadership training, skills development.

Commitment – communication, participation and involvement programmes; devel- •
oping a climate of cooperation and trust; clarifying the psychological contract.

Quality – total quality programmes. •

Customer service – customer care programmes. •

Teamwork – teambuilding; team performance management; team rewards. •

Organizational learning – taking steps to enhance intellectual capital and the organiza- •
tion’s resource-based capability by developing a learning organization.

Values – gaining understanding, acceptance and commitment through involvement in  •
defi ning values, performance management processes and employee development 
interventions.

Change management

The effectiveness of culture change programmes largely depends on the quality of change 
management processes. These are described in Chapter 25.
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Organizational culture – key learning points

The characteristics of organizational 
culture (Furnham and Gunter, 1993)

It is diffi cult to defi ne (often a point- •
less exercise).

It is multi-dimensional, with many dif- •
ferent components at different levels.

It is not particularly dynamic and  •
ever-changing (being relatively 
stable over short periods of time).

It takes time to establish and therefore  •
time to change a corporate culture.

The signifi cance of organizational 
culture (Furnham and Gunter, 1993)

Culture represents the ‘social glue’ and gen-
erates a ‘we-feeling’, thus counteracting 
processes of differentiations that are an 
unavoidable part of organizational life. 
Organizational culture offers a shared 
system of meanings that is the basis for 
communication and mutual understand-
ing. If these functions are not fulfi lled in a 
satisfactory way, culture may signifi cantly 
reduce the effi ciency of an organization.

How organizational culture develops

Over a period of time. •

Through visionary leaders. •

Around critical incidents. •

From the need to maintain effective  •
working relationships among organ-
ization members.

By the infl uence of the organiza- •
tion’s environment.

The diversity of organizational culture

There may be different cultures within 
organizations, although there could be 
some common organizational values or 
norms, but in some respects even these will 
vary between different work environments.

The components of organizational 
culture

Organizational culture can be described in 
terms of values, norms, artefacts and man-
agement/leadership style.

Classifi cations of organizational culture

There have been many attempts to classify or 
categorize organizational culture as a basis for 
the analysis of cultures in organizations and 
for taking action to support or change them. 
Most of these classifi cations are expressed in 
four dimensions and, following the lead of 
Harrison (1972), there is much common 
ground between them. His classifi cation was:

Power-oriented – competitive,  •
responsive to personality rather 
than expertise.

People-oriented – consensual, man- •
agement control rejected.

Task-oriented – focus on compe- •
tency, dynamic.

Role-oriented – focus on legality,  •
legitimacy and bureaucracy.

Measuring organizational climate

Organizational climate measures attempts 
to assess organizations in terms of 
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Questions

1. Charles Handy (1981) made the following remarks on culture: ‘In organizations there 
are deep-set beliefs about the way work should be organized, people rewarded, people 
controlled. What are the degrees of formalization required? How much planning and 
how far ahead? What combination of obedience and initiative is looked for in subordi-
nates? Do work hours matter, or dress, or personal eccentricities? What about expense 
accounts, and secretaries, stock options and incentives? Do committees control or indi-
viduals? Are there rules and procedures or only results?’ Can you explain the culture of 
your own organization in these terms, or any other?

2. What are core values, espoused values and values in use?

3. Can culture be managed? If so, how?

4. You have been asked to facilitate a group of employee representatives in a discussion on 
what should be the core values of your company. How would you set about doing it?

Organizational culture – key learning points (continued)

dimensions that are thought to capture or 
describe perceptions about the climate.

Appropriate cultures

It cannot be said that one culture is better 
than another, only that a culture is to a 
greater or lesser extent appropriate in the 
sense of being relevant to the needs and cir-
cumstances of the organization and helping 
rather than hindering its performance.

Supporting and changing cultures

It may not be possible to defi ne an  •
ideal culture or to prescribe how it 
can be developed.

But it is certain that embedded cul- •
tures exert considerable infl uence 
on organizational behaviour and 
therefore performance.

If there is an appropriate and effec- •
tive culture, it would be desirable to 
take steps to support or reinforce it.

If the culture is inappropriate, attempts  •
should be made to determine what 
needs to be changed and to develop 
and implement plans for change.
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Organization Design

and Development

This part is concerned with the practical applications of organizational behaviour 
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and then deals with change management, job and role analysis, and job and role 

development.

Part  V contents

23. Organization design 403

24. Organization development 415

25. Change management 423

26. Job, role, competency and skills analysis 443

27. Job and role design and development 466

 401



This page has been left intentionally blank

402 



23
Organization Design

Key concepts and terms

The dominant coalition •

Organizing •

Organizational choice •

Organization planning •

Strategic choice •

Law of the situation •

Organizations as systems •

Organizational dilemma •

Smart working •

On completing this chapter you should be able to defi ne these key concepts. 
You should also know about:

Learning outcomes

The process of organizing •

Conducting an organizational  •
review – analysis

Conducting an organizational  •
review – planning

Aims of organization design •

Conducting an organizational  •
review – diagnosis
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Introduction

Organization design is the process of deciding how organizations should be structured and 
function.

The management of people in organizations constantly raises questions such as, who does 
what? How should activities be grouped together? What lines and means of communication 
need to be established? How should people be helped to understand their roles in relation to 
the objectives of the organization and the roles of their colleagues? Are we doing everything 
that we ought to be doing and nothing that we ought not to be doing? How can we achieve a 
reasonable degree of fl exibility? Have we got too many unnecessary layers of management in 
the organization? How can we overcome what has been called by Huczynski and Buchanan 
(2007) ‘the organizational dilemma’, meaning the question of how to reconcile the potential 
inconsistency between individual needs and aspirations on the one hand, and the collective 
purpose of the organization on the other?

These are questions involving people that must concern HR specialists in their capacity of 
helping the business to make the best use of its human resources. HR professionals should be 
able to contribute to the processes of organization design or redesign, as described below, 
because of their understanding of the factors affecting organizational behaviour and because 
they are in a position to take an overall view of how the business is organized.

The process of organizing

Organizations exist to achieve a purpose. They do this through the collective efforts of the 
people who work in or with them. The process of organizing can be described as ‘the design, 
development and maintenance of a system of coordinated activities in which individuals and 
groups of people work cooperatively under leadership towards commonly understood and 
accepted goals’. The key word in that defi nition is ‘system’. Organizations are systems which, as 
affected by their environment, contain a set of practices or activities that fi t together and inter-
act to achieve a purpose.

The process of organizing may involve the grand design or redesign of the total structure, but 
most frequently it is concerned with the organization of particular functions and activities and 
the basis upon which the relationships between them are managed.

Organizations are not static things. Changes are constantly taking place in the business itself, 
in the environment in which the business operates, and in the people who work in the busi-
ness. There is no such thing as an ‘ideal’ organization. The most that can be done is to optimize 
the processes involved, remembering that whatever structure evolves it will be contingent on 
the circumstances of the organization.
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An important point to bear in mind is that organizations consist of people working more or 
less cooperatively together. Inevitably, and especially at managerial levels, the organization 
may have to be adjusted to fi t the particular strengths and attributes of the people available. 
The result may not conform to the ideal, but it is more likely to work than a structure that 
ignores the human element. It is always desirable to have an ideal structure in mind, but it is 
equally desirable to modify it to meet particular circumstances, as long as there is awareness of 
the potential problems that may arise. This may seem an obvious point, but it is frequently 
ignored by management consultants and others who adopt a doctrinaire approach to organi-
zation, often with disastrous results.

Aims of organization design

Bearing in mind the need to take an empirical and contingent approach to organizing, as sug-
gested above, the primary overall aim of organization design is to optimize the arrangements 
for conducting the affairs of the business. But another overall aim of organization design is to 
achieve the ‘best fi t’ between the structure and the circumstances in which the organization 
operates.

The detailed aims of organization design are set out below.

Aims of organization design

Clarify the overall purposes of the organization – the strategic goals that govern  •
what it does and how it functions.

Defi ne how work should be organized to achieve that purpose, including the use  •
of technology and other work processes.

Defi ne as precisely as possible the key activities involved in carrying out the  •
work.

Group these activities logically together to avoid unnecessary overlap or  •
duplication.

Provide for the integration of activities and the achievement of cooperative  •
effort and teamwork.

Build fl exibility into the system so that organizational arrangements can adapt  •
quickly to new situations and challenges.

Provide for the rapid communication of information throughout the  •
organization.
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Conducting organization reviews

Organization reviews are conducted in the following stages.

Stages of an organization review

1. An analysis of the existing arrangements and the factors that may affect the organi-
zation now and in the future.

2. A diagnosis of the problems and issues facing the organization and what therefore 
needs to be done to improve the way in which the organization is structured and 
functions.

3. A plan to implement any revisions to the structure emerging from the diagnosis, 
possibly in phases. The plan may include longer-term considerations about the 
structure and the type of managers and employees who will be required to operate 
within it.

4. Implementation of the plan.

Defi ne the role and function of each organizational unit so that all concerned  •
know how it plays its part in achieving the overall purpose.

Clarify individual roles, accountabilities and authorities. •

Take account of individual needs and aspirations. •

Design jobs to make the best use of the skills and capacities of the job holders  •
and to provide them with high levels of intrinsic motivation.

Plan and implement organization development activities to ensure that the  •
various processes within the organization operate in a manner that contributes 
to organizational effectiveness.

Set up teams and project groups as required to be responsible for specifi c  •
processing, development, professional or administrative activities or for the 
conduct of projects.



Organization Design 407

Organization analysis

The starting point for an organization review is an analysis of the existing circumstances, 
structure and processes of the organization and an assessment of the strategic issues that might 
affect it in the future. This covers the following areas.

The external environment

The economic, market, competitive, social and legal matters that may affect the organization. 
Plans for product-market development will be signifi cant.

The internal environment

The mission, values, organization climate, management style, technology and processes of the 
organization as they affect the way it functions and should be structured to carry out its func-
tion. Technological developments may be particularly important, as well as the introduction of 
new processes such as just-in-time or the development of an entirely new computer system.

Strategic issues and objectives

As a background to the study it is necessary to identify the strategic issues facing the organiza-
tion and its objectives. These may be considered under such headings as growth, competition 
and market position and standing. Issues concerning the availability of the required human, 
fi nancial and physical resources would also have to be considered.

Activities

Activity analysis establishes what work is done and what needs to be done in the organization 
to achieve its objectives within its environment. The analysis should cover what is and is not 
being done, who is doing it and where, and how much is being done. An answer is necessary to 
the key questions: are all the activities required properly catered for? Are there any unnecessary 
activities being carried out, ie those that do not need to be done at all or those that could be 
conducted more economically and effi ciently by external contractors or providers?

Structure

The analysis of structure covers how activities are grouped together, the number of levels in 
the hierarchy, the extent to which authority is decentralized to divisions and strategic business 
units (SBUs), where functions such as fi nance, HR and research and development are placed 
in the structure (eg as central functions or integrated into divisions or SBUs), and the relation-
ships that exist between different units and functions (with particular attention being given to 
the way in which they communicate and cooperate with one another). Attention would be 
paid to such issues as the logic of the way in which activities are grouped and decentralized, the 
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span of control of managers (the number of separate functions or people they are directly 
responsible for), any overlap between functions or gaps leading to the neglect of certain activi-
ties, and the existence of unnecessary departments, units, functions or layers of management.

There are no absolute standards against which an organization structure can be judged. Every 
organization is and should be different. There is never one right way of organizing anything 
and there are no absolute principles that govern organizational choice. Never follow fashion. 
Always do what is right in the context in which the organization exists. The fashion for de-
layering organizations had much to commend it but it could go too far, leaving units and indi-
viduals adrift without any clear guidance on where they fi t into the structure and how they 
should work with one another, and denuding the organization of key middle managers.

A framework for organizational analysis, Kotter (1978)

Key organizational processes – the major information gathering, com- •
munication, decision making, matter/energy transporting and matter/
energy converting actions of the organization’s employees and 
machines.

External environment – an organization’s ‘task’ environment includes  •
suppliers, markets and competitors; the wider environment includes 
factors such as public attitudes, economic and political systems, laws, 
etc.

Employees and other tangible assets – people, plant and equipment. •

Formal organizational requirements – systems designed to regulate the  •
actions of employees (and machines).

The social system – culture (values and norms) and relationships  •
between employees in terms of power, affi liation and trust.

Technology – the major techniques people use while engaged in organi- •
zational processes and that are programmed into machines.

The dominant coalition The strategies and actions of the dominant  •
coalition – those who control fundamental policy making and decision 
taking in the organization.
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Organization diagnosis

The aim of the diagnosis is to establish the reasons for any structural problems facing the 
organization. The diagnosis should be made on the basis of the analysis of the external and 
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internal environment. The organizational guidelines set out below can be used to identify 
causes and therefore indicate possible solutions.

Organization guidelines

There are a number of organizational guidelines that are worth bearing in mind. But they are 
not absolutes. Their relevance is contingent on the circumstances. The days have long gone 
when the classical principles of organization (line of command, span of control, etc) as formu-
lated by Urwick (1947) and others were seen as the only basis for organization design. These 
principles do, however, persist in the minds of many managers. Some time ago Lupton (1975) 
pointed out that: ‘The attraction of the classical design from the point of view of top manage-
ment is that it seems to offer control.’ Managers like to think they are rational and this has all 
the appearance of a rational approach. But without falling into the trap of believing that clas-
sical design works as it is supposed to do, the following guidelines are worth bearing in mind 
at all stages in an organization study and can help in the diagnosis of problems:

Allocation of work

The work that has to be done should be defi ned and allocated to functions, units, departments, 
work teams, project groups and individual positions. Related activities should be grouped 
together. There will be a choice between dividing work by product, process, market or geo-
graphical area.

Differentiation and integration

As Lawrence and Lorsch (1969) emphasized, it is necessary to differentiate between the differ-
ent activities that have to be carried out, but it is equally necessary to ensure that these activi-
ties are integrated so that everyone in the organization is working towards the same goals.

Teamwork

Jobs should be defi ned and roles described in ways that facilitate and underline the importance 
of teamwork. Areas where cooperation is required should be highlighted. The organization 
should be designed and operated in such a way as to facilitate cooperation across departmental 
or functional boundaries. Wherever possible, self-managing teams and autonomous work 
groups should be set up and given the maximum amount of responsibility to run their own 
affairs, including planning, budgeting and exercising quality control. Networking should be 
encouraged in the sense of people communicating openly and informally with one another as 
the need arises. It is recognized that these informal processes can be more productive than 
rigidly ‘working through channels’, as set out in the organization chart. As the highly original 
and infl uential thinker about management Mary Parker Follett (1924) stressed, the primary 
task of management is to arrange the situation so that people cooperate of their own accord.
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Flexibility

The organization structure should be fl exible enough to respond quickly to change, challenge 
and uncertainty. Flexibility should be enhanced by the creation of core groups and using part-
time, temporary and contract workers to handle extra demands. At top management level and 
elsewhere, a ‘collegiate’ approach to team operation should be considered in which people 
share responsibility and are expected to work with their colleagues in areas outside their 
primary function or skill.

Role clarifi cation

People should be clear about their roles as individuals and as members of a team. They should 
know what they will be held accountable for and be given every opportunity to use their abili-
ties in achieving objectives that they have agreed and are committed to. Role profi les should be 
used to defi ne key result areas but should not act as straitjackets, restricting initiative and 
unduly limiting responsibility.

Decentralization

Authority to make decisions should be delegated as close to the scene of action as possible. 
Profi t centres should be set up as strategic business units that operate close to their markets 
and with a considerable degree of autonomy. A multiproduct or market business should 
develop a federal organization with each federated entity running its own affairs, although 
they will be linked together by the overall business strategy.

De-layering

Organizations should be ‘fl attened’ by stripping out superfl uous layers of management and 
supervision in order to promote fl exibility, facilitate swifter communication, increase respon-
siveness, enable people to be given more responsibility as individuals or teams and reduce costs.

Organization planning

Organization design leads into organization planning – assessing the implications of struc-
tural changes on future people requirements and taking steps to meet those requirements. 
Organization planning determines structure, relationships, roles, human resource require-
ments and the lines along which changes should be implemented. There is no one best design. 
There is always a choice. This concept of organizational choice was developed by Trist et al 
(1963), the Tavistock researchers who explained that work organization (the social system) 
was not absolutely determined by the technology, although it would be infl uenced by it.

Logical analysis will help in the evaluation of the alternatives, but the law of the situation as 
described originally by Follett (1924) must prevail. This states that the work that people are 
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required to do depends on the objective requirements of the situation – not on the personal 
whim of a particular manager. The fi nal choice will depend upon the context and circum-
stances of the organization – as Lupton (1975) pointed out, it is important to achieve best fi t.

The concept of strategic choice, as developed by Child (1972, 1997), emphasized the signifi -
cant contribution of leading groups (the dominant coalition) to infl uencing the structures of 
their organizations through an essentially political process. It was advanced by Child as a cor-
rective to the view set out above that the way in which organizations are designed and struc-
tured is determined by their operational contingencies. Miles and Snow (1978) recognized 
how strategic choice identifi ed the ongoing relationship between organizational agents and 
the environment, giving rise to what they termed the ‘adaptive cycle’. They noted that: ‘The 
strategic-choice approach essentially argues that the effectiveness of organizational adaptation 
hinges on the dominant coalition’s perceptions of environmental conditions and the decisions 
it makes concerning how the organization will cope with these conditions.’ In 1997 Child 
pointed out that strategic choice analysis regards debate and negotiation in the social networks 
existing in organizations as integral to decision making on organizational priorities, policies, 
structures and actions.

Organization structures are generally strongly infl uenced by personal and human considera-
tions – the inclinations of top management, the strengths and weaknesses of management 
generally, the availability of people to work in the new organization and the need to take 
account of the feelings of those who will be exposed to change. Cold logic may sometimes have 
to override these considerations. If it does, then it must be deliberate and the consequences 
must be appreciated and allowed for when planning the implementation of the new 
organization.

It may have to be accepted that a logical regrouping of activities cannot be introduced in the 
short term because no one with the experience is available to manage the new activities, or 
because capable individuals are so fi rmly entrenched in one area that to uproot them would 
cause serious damage to their morale and would reduce the overall effectiveness of the new 
organization.

The worst sin that organization designers can commit is that of imposing their own ideology 
on the organization. Their job is to be eclectic in their knowledge, sensitive in their analysis of 
the situation and deliberate in their approach to the evaluation of alternatives.

Having planned the organization and defi ned structures, relationships and rules, it is neces-
sary to consider how the new organization should be implemented. It may be advisable to 
stage an implementation over a number of phases, especially if new people have to be found 
and trained.
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Smart working

Organization planning is not just about designing structures. It is also concerned with how 
people work, which includes how jobs are designed. This is the notion of ‘smart working’ in 
which the work environment is managed to release employees’ energy and drive business per-
formance. As defi ned by the Chartered Institute of Personnel and Development (CIPD, 2008d) 
smart working is: ‘An approach to organizing work that aims to drive greater effi ciency and 
effectiveness in achieving job outcomes through a combination of fl exibility, autonomy and 
collaboration, in parallel with optimizing tools and working environments for employees.’ The 
characteristics of smart working as established by the CIPD research include designing roles in 
which there is a higher degree of freedom to act, a philosophy of empowerment, fl exible 
working arrangements, the development of high-performance working and the creation of 
high-trust working relationships.

Successful organizing

Research conducted by Whittington and Molloy (2005) identifi ed the following steps to suc-
cessful organizing:

sustaining top management support, especially personal commitment and political  •
support;

avoiding piecemeal, uncoordinated change initiatives by making a strategic business  •
case that anticipates implications across the entire organization;

achieving substantive, rather than tokenistic, employee involvement in the change  •
process, moving beyond communication to active engagement;

investing in communication with external stakeholders, including customers, suppliers  •
and fi nancial stakeholders;

involving HR professionals closely, right from the start – involving HR has been proved  •
to positively impact on a range of performance outcomes;

maintaining effective project management disciplines that are embedded in the  •
organization;

building skilled change management teams, with the right mix of experiences and abil- •
ities, that can work together.

Who does the work?

Organization design may be carried out by line management with or without the help of 
members of the HR function or internal consultants, or it may be done by outside consultants. 
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HR should always be involved because organization design is essentially about people and the 
work they do. The advantage of using outside consultants is that an entirely independent and 
dispassionate view is obtained. They can cut through internal organizational pressures, poli-
tics and constraints and bring experience of other organizational problems they have dealt 
with. Sometimes, regrettably, major changes can be obtained only by outside intervention. But 
there is a danger of consultants suggesting theoretically ideal organizations that do not take 
suffi cient account of the problems of making them work with existing people. They do not 
have to live with their solutions as do line and HR managers. If outside consultants are used, it 
is essential to involve people from within the organization so they can ensure that they are able 
to implement the proposals smoothly.

Organization design – key learning points

The process of organizing

The process of organizing may involve the 
grand design or redesign of the total struc-
ture, but most frequently it is concerned 
with the organization of particular func-
tions and activities and the basis upon 
which the relationships between them are 
managed.

Aims of organization design

The overall aim of organization design is to 
optimize the arrangements for conducting 
the affairs of the business. But another 
overall aim of organization design is to 
achieve the ‘best fi t’ between the structure 
and these circumstances.

Conducting an organization review 
– analysis

The starting point for an organization 
review is an analysis of the existing circum-
stances, structure and processes of the 
organization and an assessment of the stra-
tegic issues that might affect it in the future. 

This covers the internal and external envi-
ronment, strategic issues and objectives, 
activities and structures.

Conducting an organization review 
– diagnosis

The aim of the diagnosis is to establish the 
reasons for any structural problems facing 
the organization. The guidelines for the 
diagnosis cover: allocation of work, differ-
entiation and integration, teamwork, fl exi-
bility, role clarifi cation, decentralization 
and de-layering.

Conducting an organization review 
– planning

Organization planning involves assessing 
the implications of structural changes on 
future people requirements and taking 
steps to meet those requirements. It deter-
mines structure, relationships, roles, human 
resource requirements, methods of working 
and the lines along which changes should 
be implemented.
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Questions

1. Are there any such things as principles of organization design?

2. Jack Welch, when CEO of General Electric, was quoted by Krames (2004) as saying: ‘The 
way to harness the power of these people is not to protect them… but to turn them 
loose, and get the management layers off their backs, the bureaucratic shackles off their 
feet and the functional barriers out of their way.’ Critically evaluate this statement from 
the viewpoint of its practicality in your own or any organization.

3. How do you judge the effectiveness of an organization?

4. How do you ensure that a matrix organization works well?
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Key concepts and terms

Action research •

Group dynamics •

Intervention •

Organization development (OD) •

Process consulting •

Survey feedback •

Behaviour modifi cation •

Integrated strategic change •

Neuro-linguistic programming  •
(NLP)

Organizational transformation •

Sensitivity training laboratories  •
(T-groups)

Transactional analysis •

On completing this chapter you should be able to defi ne these key concepts. 
You should also know about:

Learning outcomes

Features of organization  •
development programmes

Organization development  •
activities

The assumptions and values of  •
organization development

 415
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Introduction

Organization development (OD) is about taking systematic steps to improve organizational 
capability. It is concerned with process – how things get done. In this chapter, organization 
development is defi ned, organization development strategies are examined, consideration is 
given to the assumptions and values of OD, and OD activities are described. Processes associ-
ated with OD for managing change and organizational transformation are dealt with in 
Chapter 25.

Organization development defi ned

Organization development is defi ned by Cummins and Worley (2005) as: ‘The system-wide 
application and transfer of behavioural science knowledge to the planned development, 
improvement and refi nement of the strategies, structures and processes that lead to organiza-
tional effectiveness’.

Organization development defi ned, French and Bell (1990)

A planned systematic process in which applied behavioural science principles 
and practices are introduced into an ongoing organization towards the goals of 
effecting organizational improvement, greater organizational competence, and 
greater organizational effectiveness. The focus is on organizations and their 
improvement or, to put it another way, total systems change. The orientation is 
on action – achieving desired results as a result of planned activities.
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Organization development aims to help people work more effectively together, improve organ-
izational processes such as the formulation and implementation of strategy, and facilitate the 
transformation of the organization and the management of change. As expressed by Beer 
(1980), OD operates as: ‘A system-wide process of data collection, diagnosis, action planning, 
intervention and evaluation.’

OD is based on behavioural science concepts, but during the 1980s and 1990s the focus shifted 
to a number of other approaches. Some of these, such as organizational transformation, are not 
entirely dissimilar to OD. Others such as change management are built on some of the basic ideas 
developed by writers on organization development and OD practitioners. Yet other approaches 
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such as high-performance work systems, total quality management and performance manage-
ment can be described as holistic processes that attempt to improve overall organizational effec-
tiveness from a particular perspective. More recently, as noted by Cummins and Worley (2005), 
the practice of OD has gone ‘far beyond its humanistic origins by incorporating concepts from 
organization strategy that complement the early emphasis on social processes’.

Organization development programmes

OD programmes are concerned with system-wide change and have the features described below.

Features of organization development programmes

1. They are managed, or at least strongly supported, from the top but may make use 
of third parties or ‘change agents’ to diagnose problems and to manage change by 
various kinds of planned activity or ‘intervention’.

2. The plans for organization development are based upon a systematic analysis and 
diagnosis of the strategies and circumstances of the organization and the changes 
and problems affecting it.

3. They use behavioural science knowledge and aim to improve the way the organiza-
tion copes in times of change through such processes as interaction, communica-
tion, participation, planning and confl ict management.

4. They focus on ways of ensuring that business and HR strategies are implemented 
and change is managed effectively.

Assumptions and values of organization development

OD is based upon the assumptions and values listed below.

Assumptions and values of organization development

Most individuals are driven by the need for personal growth and development  •
as long as their environment is both supportive and challenging.

The work team, especially at the informal level, has great signifi cance for feel- •
ings of satisfaction and the dynamics of such teams have a powerful effect on 
the behaviour of their members.
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Organization development activities
Action research

This is an approach developed by Lewin (1951) that takes the form of systematically collecting 
data from people about process issues and feeding it back in order to identify problems and 
their likely causes. This provides the basis for an action plan to deal with the problem that can 
be implemented cooperatively by the people involved. The essential elements of action research 
are data collection, diagnosis, feedback, action planning, action and evaluation.

Survey feedback

This is a variety of action research in which data are systematically collected about the system 
and then fed back to groups to analyse and interpret as the basis for preparing action plans. 
The techniques of survey feedback include the use of attitude surveys and workshops to feed 
back results and discuss implications.

Interventions

The term ‘intervention’ in OD refers to core structured activities involving clients and consult-
ants. The activities can take the form of action research, survey feedback or any of those men-
tioned below.

OD programmes aim to improve the quality of working life of all members of  •
the organization.

Organizations can be more effective if they learn to diagnose their own strengths  •
and weaknesses.

Managers often do not know what is wrong and need special help in diagnosing  •
problems, although the outside ‘process consultant’ ensures that decision 
making remains in the hands of the client.

The implementation of strategy involves paying close attention to the people  •
processes involved and the management of change.
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The three primary tasks of the OD practitioner or interventionist, Argyris 
(1970)

1. Generate and help clients to generate valid information that they can 
understand about their problems.

2. Create opportunities for clients to search effectively for solutions to their 
problems, to make free choices.

3. Create conditions for internal commitment to their choices and opportu-
nities for the continual monitoring of the action taken.
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Process consultation

As described by Schein (1969), this involves helping clients to generate and analyse informa-
tion they can understand and, following a diagnosis, act upon. The information will relate to 
organizational processes such as inter-group relations, interpersonal relations and communi-
cation. The job of the process consultant was defi ned by Schein as being to ‘help the organiza-
tion to solve its own problems by making it aware of organizational processes, of the 
consequences of these processes, and of the mechanisms by which they can be changed’.

Group dynamics

Group dynamics (a term coined by Lewin, 1947) are the processes that take place in groups 
that determine how they act and react in different circumstances. Team-building interventions 
can deal with permanent work teams or those set up to deal with projects or to solve particular 
problems. Interventions are directed towards the analysis of the effectiveness of team processes 
such as problem solving, decision making and interpersonal relationships, a diagnosis and dis-
cussion of the issues, and joint consideration of the actions required to improve effectiveness.

Inter-group confl ict interventions

As developed by Blake et al (1964), these aim to improve inter-group relations by getting 
groups to share their perceptions of one another and to analyse what they have learnt about 
themselves and the other group. The groups involved meet each other to share what they have 
learnt, to agree on the issues to be resolved and the actions required.
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Personal interventions

These include:

neuro-linguistic programming (NLP) in which people learn to programme their reac- •
tions to others and develop unconscious strategies for interacting with them;

sensitivity training laboratories (T-groups), which aim to increase sensitivity, diagnos- •
tic ability and action skills;

transactional analysis – an approach to understanding how people behave and express  •
themselves through transactions with others using the parent–adult–child model to do 
so;

behaviour modifi cation – the use of positive reinforcement and corrective feedback to  •
change behaviour which, as developed by Luthans and Krietner (1985), involves iden-
tifying the behaviours to be modifi ed, measuring the extent to which these behaviours 
occur, establishing what causes the behaviours and their consequences, developing an 
intervention strategy to strengthen desirable behaviours and weaken dysfunctional 
behaviours, and evaluating the outcome.

Integrated strategic change

Integrated strategic change methodology is a highly participative process conceived by Worley 
et al (1996). The aim is to facilitate the implementation of strategic plans. The steps required 
are:

1. Strategic analysis, a review of the organization’s strategic orientation (its strategic inten-
tions within its competitive environment) and a diagnosis of the organization’s readiness 
for change.

2. Develop strategic capability – the ability to implement the strategic plan quickly and 
effectively.

3. Integrate individuals and groups throughout the organization into the processes of analy-
sis, planning and implementation to maintain the fi rm’s strategic focus, direct attention 
and resources to the organization’s key competencies, improve coordination and integra-
tion within the organization, and create higher levels of shared ownership and 
commitment.

4. Create the strategy, gain commitment and support for it and plan its implementation.

5. Implement the strategic change plan, drawing on knowledge of motivation, group dynam-
ics and change processes, dealing with issues such as alignment, adaptability, teamwork 
and organizational and individual learning.

6. Allocate resources, provide feedback and solve problems as they arise.
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Organization development – key learning points

Features of organization 
development programmes

They are managed from the top but  •
may make use of third parties or 
‘change agents’ to diagnose problems 
and to manage change by various kinds 
of planned activity or  ‘intervention’.

The plans for organization develop- •
ment are based upon a systematic 
analysis and diagnosis of the strate-
gies and circumstances of the organ-
ization and the changes and 
problems affecting it.

They use behavioural science knowl- •
edge and aim to improve the way 
the organization copes in times of 
change through such processes as 
interaction, communication, partic-
ipation, planning and confl ict 
management.

They focus on ways of ensuring that  •
business and HR strategies are 
implemented and change is managed 
effectively.

The assumptions and values of 
organization development

Most individuals are driven by the  •
need for personal growth and devel-
opment as long as their environment 
is both supportive and challenging.

The work team, especially at the  •
informal level, has great signifi cance 
for feelings of satisfaction and the 
dynamics of such teams have a pow-
erful effect on the behaviour of their 
members.

OD programmes aim to improve  •
the quality of working life of all 
members of the organization.

Organizations can be more effective  •
if they learn to diagnose their own 
strengths and weaknesses.

Managers often do not know what is  •
wrong and need special help in diag-
nosing problems, although the 
outside ‘process consultant’ ensures 
that decision making remains in the 
hands of the client.

The implementation of strategy  •
involves paying close attention to 
the people processes involved and 
the management of change.

Organization development activities

Action research, survey feedback, interven-
tions, process consultation, group dynam-
ics, inter-group confl ict resolution, 
neuro-linguistic programming, sensitivity 
training, transactional analysis, behaviour 
modifi cation, and integrated strategic 
change.
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Questions

1. Organization development (OD) emerged in the 1960s as part of the behavioural science 
movement. Is this still valid today?

2. Can you give examples of any successful OD programmes? Draw on recent research for 
your answer.

3. You have been asked to give a talk to a postgraduate management conference on ‘The 
qualities required of an effective OD practitioner’. Outline what you will say and explain 
its relevance for developing the capability of your own organization.

4. Why has organization development been described as a quasi-religious movement?

References
Argyris, C (1970) Intervention Theory and Method, Addison-Wesley, Reading, MA
Beer, M (1980) Organization Change and Development: A systems view, Goodyear, Santa Monica, CA
Blake, R, Shepart, H and Mouton, J (1964) Breakthrough in organizational development, Harvard 

Business Review, 42, pp 237–58
Cummins, T G and Worley, C G (2005) Organization Development and Change, South Western, Mason, 

OH
French, W L and Bell, C H (1990) Organization Development, Prentice-Hall, Englewood Cliffs, NJ
Lewin, K (1947) Frontiers in group dynamics, Human Relations, 1 (1), pp 5–42
Lewin, K (1951) Field Theory in Social Science, Harper & Row, New York
Luthans, F and Kreitner, R (1985) Organizational Behaviour Modifi cation and Beyond, Scott Foresman, 

Glenview, IL
Schein, E H (1969) Process Consultation: Its role in organizational development, Addison-Wesley, Reading, 

MA
Worley, C, Hitchin, D and Ross, W (1996) Integrated Strategic Change: How organization development 

builds competitive advantage, Addison-Wesley, Reading MA



25
Change Management

Key concepts and terms

Change agent •

Field force analysis •

Incremental change •

Organizational transformation •

Strategic change •

Transformational change •

Change management •

Gamma change •

Operational change •

Second order change •

Transactional change •

On completing this chapter you should be able to defi ne these key concepts. 
You should also know about:

Learning outcomes

Types of change •

Change models •

Overcoming resistance to change •

Strategies for organizational  •
transformation

The change process •

Reasons for resistance to change •

Implementing change •

The role of HR in managing  •
change

 423
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Introduction

Change management is defi ned as the process of achieving the smooth implementation of 
change by planning and introducing it systematically, taking into account the likelihood of it 
being resisted.

Change, it is often said, is the only thing that remains constant in organizations. As A P Sloan 
wrote in My Years with General Motors (1967) ‘The circumstances of an ever-changing market 
and an ever-changing product are capable of breaking any business organization if that organ-
ization is unprepared for change.’ Change cannot just be allowed to happen. It needs to be 
managed.

As described in this chapter, to manage change it is fi rst necessary to understand the types of 
change and how the process works. It is important to bear in mind that while those wanting 
change need to be constant about ends, they have to be fl exible about means. This requires 
them to come to an understanding of the various models of change that have been developed 
and of the factors that create resistance to change and how to minimize such resistance. In the 
light of an understanding of these models and the phenomenon of resistance to change they 
will be better equipped to make use of the guidelines for change set out in this chapter.

Change often takes place incrementally but it can take the form of a transformation of the 
organization, and the considerations affecting the management of transformational change 
are discussed in the penultimate section of the chapter. The role of HR in managing change is 
examined in the last section of the chapter.

Types of change

There are three types of change: strategic, operational and transformational.

1. Strategic change

Strategic change is concerned with broad, long-term and organization-wide issues involving 
change. It is about moving to a future state that has been defi ned generally in terms of strategic 
vision and scope. It will cover the purpose and mission of the organization, its corporate phi-
losophy on such matters as growth, quality, innovation and values concerning employees and 
customers, competitive positioning and strategic goals for achieving and maintaining com-
petitive advantage and for product-market development. These goals are supported by policies 
concerning marketing, sales, manufacturing, product and process development, fi nance and 
human resource management.

Strategic change takes place within the context of the external competitive, economic and 
social environment, and the organization’s internal resources, capabilities, culture, structure 
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and systems. Its successful implementation requires thorough analysis and understanding of 
these factors in the formulation and planning stages. The ultimate achievement of sustainable 
competitive advantage relies on the qualities defi ned by Pettigrew and Whipp (1991), namely 
‘The capacity of the fi rm to identify and understand the competitive forces in play and how 
they change over time, linked to the competence of a business to mobilize and manage the 
resources necessary for the chosen competitive response through time.’

Strategic change, however, should not be treated simplistically as a linear process of getting 
from A to B that can be planned and executed as a logical sequence of events. Pettigrew and 
Whipp (1991) issued the following warning based on their research into competitiveness and 
managing change in the motor, fi nancial services, insurance and publishing industries.

Pettigrew and Whipp (1991) on strategic change

The process by which strategic changes are made seldom moves directly 
through neat, successive stages of analysis, choice and implementation. Changes 
in the fi rm’s environment persistently threaten the course and logic of strategic 
changes: dilemma abounds… We conclude that one of the defi ning features of 
the process, in so far as management action is concerned, is ambiguity; seldom 
is there an easily isolated logic to strategic change. Instead, that process may 
derive its motive force from an amalgam of economic, personal and political 
imperatives. Their introduction through time requires that those responsible 
for managing that process make continual assessments, repeated choices and 
multiple adjustments.

SO
U

RC
E 

RE
V

IE
W

2. Operational change

Operational change relates to new systems, procedures, structures or technology that will have 
an immediate effect on working arrangements within a part of the organization. But its impact 
on people can be more signifi cant than broader strategic change and it has to be handled just 
as carefully.

3. Transformational change

Transformational change takes place when there are fundamental and comprehensive changes 
in structures, processes and behaviours that have a dramatic effect on the ways in which the 
organization functions.
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The change process

Conceptually, the change process starts with an awareness of the need for change. An analysis 
of this situation and the factors that have created it leads to a diagnosis of their distinctive 
characteristics and an indication of the direction in which action needs to be taken. Possible 
courses of action can then be identifi ed and evaluated and a choice made of the preferred 
action.

It is then necessary to decide how to get from here to there. Managing change during this tran-
sition state is a critical phase in the change process. It is here that the problems of introducing 
change emerge and have to be managed. These problems can include resistance to change, low 
stability, high levels of stress, misdirected energy, confl ict and loss of momentum. Hence the 
need to do everything possible to anticipate reactions and likely impediments to the introduc-
tion of change.

The installation stage can also be painful. When planning change there is a tendency for people 
to think that it will be an entirely logical and linear process of going from A to B. It is not like 
that at all. As described by Pettigrew and Whipp (1991), the implementation of change is an 
‘iterative, cumulative and reformulation-in-use process’.

Change models

The best known change models are those developed by Lewin (1951) and Beckhard (1969). 
But other important contributions to an understanding of the mechanisms for change have 
been made by Thurley (1979), Bandura (1986) and Beer et al (1990).

Lewin

The basic mechanisms for managing change as set out by Lewin (1951) are:

Unfreezing – altering the present stable equilibrium that supports existing behaviours  •
and attitudes. This process must take account of the inherent threats change presents to 
people and the need to motivate those affected to attain the natural state of equilibrium 
by accepting change.

Changing – developing new responses based on new information. •

Refreezing – stabilizing the change by introducing the new responses into the person- •
alities of those concerned.

Lewin also suggested a methodology for analysing change that he called ‘fi eld force analysis’.
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Field force analysis, Lewin (1951)

Analyse the restraining or driving forces which will affect the transition  •
to the future state – these restraining forces will include the reactions of 
those who see change as unnecessary or as constituting a threat.

Assess which of the driving or restraining forces are critical. •

Take steps both to increase the critical driving forces and to decrease the  •
critical restraining forces.
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Beckhard

According to Beckhard (1969), a change programme should incorporate the following 
processes.

Change programme processes, Beckhard (1969)

Set goals and defi ne the future state or organizational conditions desired  •
after the change.

Diagnose the present condition in relation to these goals. •

Defi ne the transition state activities and commitments required to meet  •
the future state.

Develop strategies and action plans for managing this transition in the  •
light of an analysis of the factors likely to affect the introduction of 
change.SO
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Thurley

Thurley (1979) described the following fi ve approaches to managing change.
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Approaches to managing change, Thurley (1979)

1. Directive – the imposition of change in crisis situations or when other 
methods have failed. This is done by the exercise of managerial power 
without consultation.

2. Bargained – this approach recognizes that power is shared between the 
employer and the employed and change requires negotiation, compromise 
and agreement before being implemented.

3. ‘Hearts and minds’ – an all-embracing thrust to change the attitudes, 
values and beliefs of the whole workforce. This ‘normative’ approach (ie 
one that starts from a defi nition of what management thinks is right or 
‘normal’) seeks ‘commitment’ and ‘shared vision’ but does not necessarily 
include involvement or participation.

4. Analytical – a theoretical approach to the change process using models of 
change such as those described above. It proceeds sequentially from the 
analysis and diagnosis of the situation, through the setting of objectives, 
the design of the change process, the evaluation of the results and, fi nally, 
the determination of the objectives for the next stage in the change process. 
This is the rational and logical approach much favoured by consultants – 
external and internal. But change seldom proceeds as smoothly as this 
model would suggest. Emotions, power politics and external pressures 
mean that the rational approach, although it might be the right way to 
start, is diffi cult to sustain.

5. Action-based – this recognizes that the way managers behave in practice 
bears little resemblance to the analytical, theoretical model. The distinction 
between managerial thought and managerial action blurs in practice to the 
point of invisibility. What managers think is what they do. Real life therefore 
often results in a ‘ready, aim, fi re’ approach to change management. This 
typical approach to change starts with a broad belief that some sort of 
problem exists, although it may not be well defi ned. The identifi cation of 
possible solutions, often on a trial or error basis, leads to a clarifi cation of the 
nature of the problem and a shared understanding of a possible optimal 
solution, or at least a framework within which solutions can be discovered.
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Bandura

The ways in which people change was described by Bandura (1986). He suggested that people 
make conscious choices about their behaviours. The information people use to make their 
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choices comes from their environment, and their choices are based upon the things that are 
important to them, the views they have about their own abilities to behave in certain ways and 
the consequences they think will accrue to whatever behaviour they decide to engage in.

For those concerned with change management, the implications of Bandura’s concept of 
change (which is linked to expectancy theory) are that:

the tighter the link between a particular behaviour and a particular outcome, the more  •
likely it is that we will engage in that behaviour;

the more desirable the outcome, the more likely it is that we will engage in behaviour  •
that we believe will lead to it;

the more confi dent we are that we can actually assume a new behaviour, the more likely  •
we are to try it.

To change people’s behaviour, therefore, we have fi rst to change the environment within which 
they work; second, convince them that the new behaviour is something they can accomplish 
(training is important); and third, persuade them that it will lead to an outcome that they will 
value. None of these steps is easy.

Beer et al

Michael Beer (1990) and his colleagues suggested in a seminal Harvard Business Review article, 
‘Why change programs don’t produce change’, that most such programmes are guided by a 
theory of change that is fundamentally fl awed. This theory states that changes in attitudes lead 
to changes in behaviour. ‘According to this model, change is like a conversion experience. Once 
people get religion, changes in their behaviour will surely follow.’ They believe that this theory 
gets the change process exactly backwards and made the following comment on it.

Beer et al (1990) on change

In fact, individual behaviour is powerfully shaped by the organizational roles 
people play. The most effective way to change behaviour, therefore, is to put 
people into a new organizational context, which imposes new roles, responsi-
bilities and relationships on them. This creates a situation that in a sense ‘forces’ 
new attitudes and behaviour on people.
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They prescribe six steps to effective change that concentrate on what they call ‘task alignment’ – 
reorganizing employees’ roles, responsibilities and relationships to solve specifi c business problems 
in small units where goals and tasks can be clearly defi ned. The aim of following the overlapping 
steps is to build a self-reinforcing cycle of commitment, coordination and competence.

Steps to achieving change, Beer et al (1990)

1. Mobilize commitment to change through the joint analysis of problems.

2. Develop a shared vision of how to organize and manage to achieve goals 
such as competitiveness.

3. Foster consensus for the new vision, competence to enact it, and cohesion 
to move it along.

4. Spread revitalization to all departments without pushing it from the top – 
don’t force the issue, let each department fi nd its own way to the new 
organization.

5. Institutionalize revitalization through formal policies, systems and structures.

6. Monitor and adjust strategies in response to problems in the revitalization 
process.
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Resistance to change

People resist change because it is seen as a threat to familiar patterns of behaviour as well as to 
status and fi nancial rewards. Woodward (1968) made this point clearly.

Joan Woodward (1968) on resistance to change

When we talk about resistance to change we tend to imply that management is 
always rational in changing its direction, and that employees are stupid, emo-
tional or irrational in not responding in the way they should. But if an indi-
vidual is going to be worse off, explicitly or implicitly, when the proposed 
changes have been made, any resistance is entirely rational in terms of his [sic] 
own best interest. The interests of the organization and the individual do not 
always coincide.
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However, some people will welcome change as an opportunity. These need to be identifi ed and 
where feasible they can be used to help in the introduction of change as change agents. 
Specifi cally, the main reasons for resisting charge are as follows:

The shock of the new – people are suspicious of anything that they perceive will upset  •
their established routines, methods of working or conditions of employment. They do 
not want to lose the security of what is familiar to them. They may not believe state-
ments by management that the change is for their benefi t as well as that of the organi-
zation; sometimes with good reason. They may feel that management has ulterior 
motives and sometimes, the louder the protestations of management, the less they will 
be believed.

Economic fears – loss of money, threats to job security. •

Inconvenience – the change will make life more diffi cult. •

Uncertainty – change can be worrying because of uncertainty about its likely impact. •

Symbolic fears – a small change that may affect some treasured symbol, such as a sepa- •
rate offi ce or a reserved parking space, may symbolize big ones, especially when employ-
ees are uncertain about how extensive the programme of change will be.

Threat to interpersonal relationships – anything that disrupts the customary social  •
relationships and standards of the group will be resisted.

Threat to status or skill – the change is perceived as reducing the status of individuals  •
or as de-skilling them.

Competence fears – concern about the ability to cope with new demands or to acquire  •
new skills.

Overcoming resistance to change

Resistance to change can be diffi cult to overcome even when it is not detrimental to those con-
cerned. But the attempt must be made. The fi rst step is to analyse the potential impact of 
change by considering how it will affect people in their jobs. The reasons for resisting change 
set out above can be used as a checklist of where there may be problems, generally, with groups 
or with individuals.

The analysis should indicate what aspects of the proposed change may be supported generally 
or by specifi ed individuals and which aspects may be resisted. So far as possible, the potentially 
hostile or negative reactions of people and the reasons for them should be identifi ed. It is nec-
essary to try to understand the likely feelings and fears of those affected so that unnecessary 
worries can be relieved and, as far as possible, ambiguities can be resolved. In making this anal-
ysis, the individual introducing the change – the change agent – should recognize that new 
ideas are likely to be suspect and should make ample provision for the discussion of reactions 
to proposals to ensure complete understanding of them.
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Involvement in the change process gives people the chance to raise and resolve their concerns 
and make suggestions about the form of the change and how it should be introduced. The aim 
is to get ‘ownership’ – a feeling amongst people that the change is something that they are 
happy to live with because they have been involved in its planning and introduction – it has 
become their change.

A communication strategy to explain the proposed change should be prepared and imple-
mented so that unnecessary fears are allayed. All the available channels, as described in Chapter 
57, should be used but face-to-face communication direct from managers to individuals or 
through a team briefi ng system are best.

Implementing change

The following guidelines on implementing change were produced by Nadler and Tushman 
(1980).

Guidelines on implementing change, Nadler and Tushman (1980)

Motivate in order to achieve changes in behaviour by individuals. •

Manage the transition by making organizational arrangements designed  •
to assure that control is maintained during and after the transition and 
by developing and communicating a clear image of the future.

Shape the political dynamics of change so that power centres develop  •
that support the change rather than block it.

Build in stability of structures and processes to serve as anchors for  •
people to hold on to – organizations and individuals can only stand so 
much uncertainty and turbulence, hence the emphasis by Quinn (1980) 
on the need for an incremental approach.
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The change process will take place more smoothly with the help of credible change agents – 
internal or external. These are people who facilitate change by providing advice and support 
on its introduction and management. It is often assumed that only people from outside the 
organization can take on the change agent role because they are independent and do not ‘carry 
any baggage’. They can be useful, but people from within the fi rm who are respected and cred-
ible can do the job well. This is often the role of HR specialists, but the use of line managers 
adds extra value.
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Guidelines for change management

The achievement of sustainable change requires strong commitment and visionary  •
leadership from the top.

Understanding is necessary of the culture of the organization and the levers for change  •
that are most likely to be effective in that culture.

Those concerned with managing change at all levels should have the temperament and  •
leadership skills appropriate to the circumstances of the organization and its change 
strategies.

Change is more likely to be successful if there is a ‘burning platform’ to justify it, ie a  •
powerful and convincing reason for change.

People support what they help to create. Commitment to change is improved if those  •
affected by change are allowed to participate as fully as possible in planning and imple-
menting it. The aim should be to get them to ‘own’ the change as something they want 
and will be glad to live with.

The reward system should encourage innovation and recognize success in achieving  •
change.

Change will always involve failure as well as success. The failures must be expected and  •
learnt from.

Hard evidence and data on the need for change are the most powerful tools for its  •
achievement, but establishing the need for change is easier than deciding how to 
satisfy it.

It is easier to change behaviour by changing processes, structure and systems than to  •
change attitudes or the organizational culture.

There are always people in organizations who can act as champions of change. They  •
will welcome the challenges and opportunities that change can provide. They are the 
ones to be chosen as change agents.

Resistance to change is inevitable if the individuals concerned feel that they are going  •
to be worse off – implicitly or explicitly. The inept management of change will produce 
that reaction.

In an age of global competition, technological innovation, turbulence, discontinuity,  •
even chaos, change is inevitable and necessary. The organization must do all it can to 
explain why change is essential and how it will affect everyone. Moreover, every effort 
must be made to protect the interests of those affected by change.
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Organizational transformation

Organizational transformation is defi ned by Cummins and Worley (2005) as ‘A process of 
radically altering the organization’s strategic direction, including fundamental changes in 
structures, processes and behaviours.’ Transformation involves what is called ‘second order’ or 
‘gamma’ change involving discontinuous shifts in strategy, structure, processes or culture. 
Transformation is required when:

signifi cant changes occur in the competitive, technological, social or legal  •
environment;

major changes take place to the product lifecycle requiring different product develop- •
ment and marketing strategies;

major changes take place in top management; •

a fi nancial crisis or large downturn occurs; •

an acquisition or merger takes place. •

Transformation strategies

Transformation strategies are usually driven by senior management and line managers with 
the support of HR rather than OD specialists. The key roles of management as defi ned by 
Tushman et al (1988) are envisioning, energizing and enabling.

Organizational transformation strategic plans may involve radical changes to the structure, 
culture and processes of the organization – the way it looks at the world. They may involve 
planning and implementing signifi cant and far-reaching developments in corporate structures 
and organization-wide processes. The change is neither incremental (bit by bit) nor transac-
tional (concerned solely with systems and procedures). Transactional change, according to 
Pascale (1990), is merely concerned with the alteration of ways in which the organization does 
business and people interact with one another on a day-to-day basis, and ‘is effective when 
what you want is more of what you’ve already got’. He advocates a ‘discontinuous improve-
ment in capability’ and this he describes as transformation.
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Strategies for transformational change, Beckard (1989)

1. A change in what drives the organization – for example, a change from being 
production-driven to being market-driven would be transformational.

2. A fundamental change in the relationships between or among organiza-
tional parts – for example, decentralization.

3. A major change in the ways of doing work – for example, the introduction 
of new technology such as computer-integrated manufacturing.

4. A basic, cultural change in norms, values or research systems – for example, 
developing a customer-focused culture.SO

U
RC

E 
RE

V
IE

W

Transformation through leadership

Transformation programmes are led from the top within the organization. They do not rely on 
an external ‘change agent’ as did traditional OD interventions, although specialist external 
advice might be obtained on aspects of the transformation such as strategic planning, reor-
ganization or developing new reward processes.

The prerequisite for a successful programme is the presence of a transformational leader who, 
as defi ned by Burns (1978), motivates others to strive for higher-order goals rather than merely 
short-term interest. Transformational leaders go beyond dealing with day-to-day management 
problems: they commit people to action and focus on the development of new levels of aware-
ness of where the future lies, and commitment to achieving that future. Burns contrasts trans-
formational leaders with transactional leaders who operate by building up a network of 
interpersonal transactions in a stable situation and who enlist compliance rather than com-
mitment through the reward system and the exercise of authority and power. Transactional 
leaders may be good at dealing with here-and-now problems but they will not provide the 
vision required to transform the future.

Managing the transition

Strategies need to be developed for managing the transition from where the organization is to 
where the organization wants to be. This is the critical part of a transformation programme. It 
is during the transition period of getting from here to there that change takes place. Transition 
management starts from a defi nition of the future state and a diagnosis of the present state. It 
is then necessary to defi ne what has to be done to achieve the transformation. This means 
deciding on the new processes, systems, procedures, structures, products and markets to be 
developed. Having defi ned these, the work can be programmed and the resources required 
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(people, money, equipment and time) can be defi ned. The strategic plan for managing the 
transition should include provisions for involving people in the process and for communicat-
ing to them about what is happening, why it is happening and how it will affect them. Clearly 
the aim is to get as many people as possible committed to the change. The eight steps required 
to transform an organization have been summed up by Kotter (1995) as follows.

Steps to achieving organizational transformation, Kotter (1995)

1. Establish a sense of urgency – examining market and competitive realities; 
identifying and discussing crises, potential crises, or major opportunities.

2. Form a powerful guiding coalition – assembling a group with enough 
infl uence and power to lead change.

3. Create a vision – creating a vision to help direct the change effort and 
developing strategies for achieving that vision.

4. Communicate the vision – using every vehicle possible to communicate 
the new vision and strategies and teaching new behaviours by the example 
of the guiding coalition.

5. Empower others to act on the vision – getting rid of obstacles to change; 
changing systems or structures that seriously undermine the vision and 
encouraging risk taking and non-traditional ideas, activities and actions.

6. Plan for and create short-term wins – planning for visible performance 
improvement; creating those improvements and recognizing and reward-
ing employees involved in the improvements.

7. Consolidate improvements and produce still more change – using increased 
credibility to change systems, structures and policies that don’t fi t the 
vision; hiring, promoting and developing employees who can implement 
the vision and reinvigorating the process with new projects, themes and 
change agents.

8. Institutionalize new approaches – articulating the connections between 
the new behaviours and corporate success and developing the means to 
ensure leadership development and succession.
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Transformation capability

The development and implementation of transformation strategies require special capabili-
ties. As Gratton (1999) points out:
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Transformation capability depends in part on the ability to create and embed processes 
which link business strategy to the behaviours and performance of individuals and 
teams. These clusters of processes link vertically (to create alignment with short-term 
business needs), horizontally (to create cohesion), and temporally (to transform to meet 
future business needs).

The role of HR in managing change

If HR is concerned – as it should be – in playing a major role in the achievement of continuous 
improvement in organizational capability and individual performance, and in the HR proc-
esses that support that improvement, then it will need to be involved in facilitating change. 
Ulrich (1997a) believes that one of the key roles of HR professionals is to act as change agents, 
delivering organizational transformation and culture change.

Strategic HRM is as much if not more about managing change during the process of imple-
mentation as it is about producing long-term plans; a point emphasized by Purcell (1999) who 
believes that: ‘We should be much more sensitive to processes of organizational change and 
avoid being trapped in the logic of rational choice.’ In 2001 Purcell suggested that change is 
especially important in HRM strategies ‘since their concern is with the future, the unknown, 
thinking of and learning how to do things differently, undoing the ways things have been done 
in the past, and managing its implementation’. He believes that the focus of strategy is on 
implementation, where HR can play a major part.

The importance of the human resource element in achieving change has been emphasized by 
Johnson and Scholes (1997):

Organizations which successfully manage change are those which have integrated their 
human resource management policies with their strategies and the strategic change 
process… training, employee relations, compensation packages and so on are not merely 
operational issues for the personnel department; they are crucially concerned with the 
way in which employees relate to the nature and direction of the fi rm and as such they 
can both block strategic change and be signifi cant facilitators of strategic change.

HR professionals as change agents

Caldwell (2001) categorizes HR change agents in four dimensions:

1. Transformational change – a major change that has a dramatic effect on HR policy and 
practice across the whole organization.

2. Incremental change – gradual adjustments of HR policy and practices that affect single 
activities or multiple functions.
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3. HR vision – a set of values and beliefs that affi rm the legitimacy of the HR function as 
strategic business partner.

4. HR expertise – the knowledge and skills that defi ne the unique contribution the HR pro-
fessional can make to effective people management.

Across these dimensions, the change agent roles that Caldwell suggests can be carried out by 
HR professionals are those of change champions, change adapters, change consultants and 
change synergists.

The contribution of HR to change management

HR practitioners may be involved in initiating change but they can also act as a stabilizing 
force in situations where change would be damaging. Mohrman and Lawler (1998) believe 
that:

The human resources function can help the organization develop the capability to 
weather the changes that will continue to be part of the organizational landscape. It 
can help with the ongoing learning processes required to assess the impact of change 
and enable the organization to make corrections and enhancements to the changes. It 
can help the organization develop a new psychological contract and ways to give 
employees a stake in the changes that are occurring and in the performance of the 
organization.

Ulrich (1998) argues that HR professionals are ‘not fully comfortable or compatible in the role 
of change agent’, and that their task is therefore not to carry out change but to get change done. 
But HR practitioners are in a good position to understand possible points of resistance to 
change and they can help to facilitate the information fl ow and understanding that will help to 
overcome that resistance.

Gratton (2000) stresses the need for HR practitioners to: ‘Understand the state of the company, 
the extent of the embedding of processes and structures throughout the organization, and the 
behaviour and attitudes of individual employees.’ She believes that ‘The challenge is to imple-
ment the ideas’ and the solution is to ‘build a guiding coalition by involving line managers’, 
which means ‘creating issue-based cross-functional action teams that will initially make rec-
ommendations and later move into action’. This approach ‘builds the capacity to change’.

The contribution of HR to change management will often take the form of implementing the 
right tasks, structures, processes and systems to support change in line with the views of Beer 
et al (1990) as expressed earlier in this chapter. HR will also be continuously involved in devel-
oping processes for involving people in planning and managing change and communicating 
information on proposed changes – what they are, why they are taking place and how they will 
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affect employees. Change often requires adopting new behaviours and acquiring different 
skills, and HR can organize the learning and development programmes required to do this.

Change management – key learning points

Types of change

The main types are: strategic change, oper-
ational change and transformational 
change.

The change process

The change process starts with an aware-
ness of the need for change. An analysis of 
this situation and the factors that have 
created it leads to a diagnosis of their dis-
tinctive characteristics and an indication of 
the direction in which action needs to be 
taken. Possible courses of action can then 
be identifi ed and evaluated and a choice 
made of the preferred action.

Change models

The main change models are those pro-
duced by Lewin, Beckhard, Thurley, 
Bandura and Beer et al.

Reasons for resistance to change

The shock of the new, economic fears, 
inconvenience, uncertainty, symbolic fears, 
threat to interpersonal relationships, threat 
to status or skills and competence fears.

Overcoming resistance to change

Analyse the potential impact of  •
change by considering how it will 
affect people in their jobs.

Identify the potentially hostile or  •
negative reactions of people.

Make ample provision for the dis- •
cussion of reactions to proposals to 
ensure complete understanding of 
them.

Get ‘ownership’ – a feeling amongst  •
people that the change is something 
that they are happy to live with 
because they have been involved in 
its planning and introduction.

Prepare and implement a commu- •
nication strategy to explain the pro-
posed change.

Implementing change (Nadler and 
Tushman, 1980)

Motivate. •

Manage the transition. •

Shape the political dynamics of  •
change.

Build in stability of structures and  •
processes.

Strategies for organizational 
transformation (Kotter, 1995)

Establish a sense of urgency. •

Form a powerful guiding coalition. •

Create a vision. •

Communicate. •

Empower others to act. •
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Questions

1. Describe one well-known model of change management. Give examples of how it might 
work in a change programme in your organization.

2. Alfred Sloan (1967) said that his experience as CEO of General Electric demonstrated 
that change is the only constant thing in organizations. Do you agree with that state-
ment and if so, what are its implications?

3. Jack Welch, a much later CEO of General Electric, said, as reported by Krames (2004): 
‘How do you get people into the change process? Start with reality… when everyone gets 
the same facts, they’ll generally come to the same conclusion.’ Is this true and if so, what 
does it tell us about change management?

4. Michael Beer wrote the following in 2001: ‘There are two schools of thought about how 
to manage organizational change. The dominant one today espouses a top-down, drive-
for-results change strategy that employs interventions like restructuring, layoffs and re-
engineering. The second, much less frequently employed, espouses the development of 
organizational capabilities through a slower bottoms-up, unit-by-unit, high involve-
ment approach to change. It rejects the results-driven approach as at best inadequate 
and at worst injurious to the development of organizational capabilities needed for sus-
tained high performance.’ Which of these two approaches do you prefer, or do you think 
they can both be used? If so, how?

Change management – key learning points (continued)

Plan for and create short-term  •
wins.

Consolidate improvements and pro- •
ducing still more change.

Institutionalize new approaches. •

The role of HR in managing change

HR specialists in their role of change agents 
will be continuously involved in developing 

processes for involving people in planning 
and managing change and communicating 
information on proposed changes – what 
they are, why they are taking place and how 
they will affect employees. Change often 
requires adopting new behaviours and 
acquiring different skills, and HR can 
organize the learning and development 
programmes required to do this.
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Job, Role, Competency

and Skills Analysis

Key concepts and terms

Accountablity profi le •

Competency analysis •

Competency modelling •

Critical-incident technique •

Descriptor •

Faults analysis •

Functional analysis •

Generic role •

Job •

Job analysis •

Job breakdown •

Job description •

Job learning analysis •

KSA (knowledge, skills and abilities  •
statement)

Learning specifi cation •

Manual skills analysis •

Person specifi cation •

Personal construct •

Repertory grid analysis •

Role •

Role analysis •

Role profi le •

Skills analysis •

Task analysis •

On completing this chapter you should be able to defi ne these key concepts. 
You should also know about:

Learning outcomes

Job analysis methodology and  •
techniques

Role analysis methodology •

Analysing technical competencies •

Job descriptions •

Behavioural competency  •
modelling

Skills analysis •

 443
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Introduction

The analysis of jobs, roles, skills and competencies is one of the most important techniques in 
human resource management. It provides the information required to produce job descrip-
tions, role profi les and person and learning specifi cations. It is of fundamental importance in 
organization and job design, recruitment and selection, performance management, learning 
and development, management development, career management, job evaluation and the 
design of grade and pay structures. These constitute most of the key HRM activities.

This chapter starts with defi nitions of the terms used in job and role analysis and then deals 
with job analysis, role analysis, competency analysis, skills analysis, job descriptions and role 
profi les.

Defi nitions 

The terms ‘job’ and ‘role’ are often used interchangeably. But they are different as defi ned 
below.

Job

A job is an organizational unit which consists of a group of defi ned tasks or activities to be 
carried out or duties to be performed. 

Job description

A job description defi nes what job holders are required to do in terms of activities, duties or 
tasks. They are prescriptive and infl exible, giving people the opportunity to say: ‘It’s not in my 
job description’, meaning that they only need to do the tasks listed there. They are more con-
cerned with tasks than outcomes and with the duties to be performed rather than the compe-
tencies required to perform them (technical competencies covering knowledge and skills and 
behavioural competencies).

Job analysis

Job analysis is the process of collecting, analysing and setting out information about the 
content of jobs in order to provide the basis for a job description and data for recruitment, 
training, job evaluation and performance management. Job analysis concentrates on what job 
holders are expected to do. 
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Role

A role has been defi ned by Ivancevich et al as ‘an organized set of behaviours’. It is the part 
people play in their work – the emphasis is on the patterns of behaviour expected of them in 
order to achieve agreed outcomes. The term ‘role’ is sometimes used interchangeably with ‘job’. 
But they are different. Roles are about people. Jobs are about tasks and duties. It is recognized 
more generally that organizations consist of people using their knowledge and skills to achieve 
results and working cooperatively together rather than impersonal jobs contained in the boxes 
of an organization chart. References are therefore nowadays made more frequently to roles, 
although use is still made of the terms job analysis, job design and job evaluation. 

Role profi le

A role profi le defi nes outcomes, accountabilities, and competencies for an individual role. It 
concentrates on outcomes rather than duties and therefore provides better guidance than a job 
description on expectations and does not constrain people to carrying out a prescribed set of 
tasks. Outcomes may be expressed as key result areas – elements of the role for which clear 
outputs and standards can be defi ned, each of which makes a signifi cant contribution to 
achieving its overall purpose. Alternatively, they may be termed accountabilities – areas of the 
role for which role holders are responsible in the form of being held to account for what they 
do and what they achieve.

A role profi le does not prescribe in detail what has to be done to achieve the required out-
comes. It therefore allows for greater fl exibility than a job description and is more easily 
updated to refl ect changing demands. 

Role profi les are person-orientated. A role can be described in behavioural terms – given 
certain expectations, this is how the person needs to behave to meet them. Because it identifi es 
knowledge, skill and competency requirements it also provides a better basis for recruitment 
and selection, performance management and learning and development purposes.

Accountability profi le

An accountability profi le is a type of role profi le that focuses on what role holders will be held 
to account for in terms of what they do and what they achieve. It may be set out as a list of 
main accountabilities. 

Generic role

A generic role is a role in which essentially similar activities are carried out by a number of 
people, for example a team leader or a call centre agent. In effect, it covers an occupation rather 
than a single role. It is described in a generic role profi le.
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Role analysis

Role analysis fi nds out what people are expected to achieve when carrying out their work and 
the competencies and skills required to meet those expectations. Role analysis uses similar 
techniques to job analysis although the objective of the analysis will be somewhat different. 

Competency analysis

Competency analysis is concerned with functional analysis to determine work-based compe-
tences and behavioural analysis to establish the behavioural dimensions that affect job per-
formance. Work-based or occupational competences refer to expectations of workplace 
performance and the standards and outputs that people carrying out specifi ed roles are 
expected to attain. Behavioural or personal competences are the personal characteristics of 
individuals which they bring to their work roles. 

Skills analysis

Skills analysis determines the skills required to achieve an acceptable level of performance.

Person specifi cation

A person specifi cation, also known as a job or role specifi cation, sets out the education, quali-
fi cations, training, experience, personal attributes and competences a job holder requires to 
perform her or his job satisfactorily. Person specifi cations are used in recruitment and selec-
tion, as described in Chapter 31.

Learning specifi cation

A learning specifi cation defi nes the knowledge and skills needed to achieve an acceptable level 
of performance. It is used as the basis for devising learning and development programmes (see 
Chapter 42). Learning specifi cations may be drawn up on the basis of competency and skills 
analysis.

Job analysis

Job analysis produces the following information about a job:

Overall purpose – why the job exists and, in essence, what the job holder is expected to  •
contribute.

Organization – to whom the job holder reports and who reports to the job holder. •
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Content – the nature and scope of the job in terms of the tasks and operations to be  •
performed and duties to be carried out.

If the outcome of the job analysis is to be used for job evaluation purposes (see Chapter 47) 
the job will also be analysed in terms of the factors or criteria used in the job evaluation 
scheme. 

Job analysis methodology and techniques

The essence of job analysis is the application of systematic methods to the collection of infor-
mation about job content. It is essentially about data collection and the basic steps are:

obtain documents such as existing organization, procedure or training manuals which  •
give information about the job;

obtain from managers fundamental information concerning the job; •

obtain from job holders similar information about their jobs. •

There are a number of job analysis techniques used for data collection as described below.

Interviews

The full fl avour of a job is best obtained by interviewing job holders and checking fi ndings 
with their managers or team leaders. The aim of the interview should be to obtain the relevant 
facts about the job, namely the job title, organizational details (reporting relationships as 
described in an organization chart) and a list of the tasks or duties performed by the job 
holder.

For recruitment, training or job evaluation purposes these basic details can be supplemented 
by questions designed to elicit from the job holders more information about the level of their 
responsibilities and the demands made upon them by the job. These can cover the amount of 
supervision received, the degree of discretion allowed in making decisions, the typical prob-
lems to be solved, the amount of guidance available when solving the problems, the relative 
diffi culty of the tasks to be performed and the qualifi cations and skills required to carry out 
the work.

Conducting a job analysis interview

Work to a logical sequence of questions which help interviewees to order their  •
thoughts about the job.

Probe as necessary to establish what people really do – answers to questions are  •
often vague and information may be given by means of untypical instances.
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It is helpful to use a checklist when conducting the interview. Elaborate checklists are not nec-
essary. They only confuse people. The basic questions to be answered are as follows.

Job analysis interview checklist

1. What is the title of your job?

2. To whom are you responsible?

3. Who is responsible to you? (An organization chart is helpful.)

4. What is the main purpose of your job, ie in overall terms, what are you expected to 
do?

5. What are the key activities you have to carry out in your role? Try to group them 
under no more than ten headings.

6. What are the results you are expected to achieve in each of those key activities?

7. What are you expected to know to be able to carry out your job?

8. What skills should you have to carry out your job?

Ensure that job holders are not allowed to get away with vague or infl ated  •
descriptions of their work – if, for example, the interview is part of a job evalu-
ation exercise, they would not be human if they did not present the job in the 
best possible light.

Sort out the wheat from the chaff; answers to questions may produce a lot of  •
irrelevant data which must be sifted before preparing the job description.

Obtain a clear statement from job holders about their authority to make deci- •
sions and the amount of guidance they receive from their manager or team 
leader – this is not easy; if asked what decisions they are authorized to make, 
most people look blank because they think about their job in terms of duties 
and tasks rather than abstract decisions.

Avoid asking leading questions which make the expected answer obvious. •

Allow the job holder ample opportunity to talk by creating an atmosphere of  •
trust.
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The answers to these questions may need to be sorted out – they can often result in a mass of 
jumbled information which has to be analysed so that the various activities can be distin-
guished and refi ned to seven or eight key areas. 

The advantages of the interviewing method are that it is fl exible, can provide in-depth infor-
mation and is easy to organize and prepare. It is therefore the most common approach. But 
interviewing can be time-consuming which is why in large job analysis exercises, question-
naires may be used to provide advance information about the job. This speeds up the inter-
viewing process or even replaces the interview altogether, although this means that much of 
the ‘fl avour’ of the job – ie what it is really like – may be lost.

Questionnaires

Questionnaires about their roles can be completed by role holders and approved by the role 
holder’s manager or team leader. They are helpful when a large number of roles have to be 
covered. They can also save interviewing time by recording purely factual information and by 
enabling the analyst to structure questions in advance to cover areas which need to be explored 
in greater depth. The simpler the questionnaire the better: it need only cover the eight ques-
tions listed above.

The advantage of questionnaires is that they can produce information quickly and cheaply for 
a large number of jobs. But a substantial sample is needed and the construction of a question-
naire is a skilled job which should only be carried out on the basis of some preliminary fi eld-
work. It is highly advisable to pilot-test questionnaires before launching into a full-scale 
exercise. The accuracy of the results also depends on the willingness and ability of job holders 
to complete questionnaires. Many people fi nd it diffi cult to express themselves in writing 
about their work.

Observation

Observation means studying role holders at work, noting what they do, how they do it, and 
how much time it takes. This method is most appropriate for routine administrative or manual 
roles but it seldom used because of the time it takes. 

Job descriptions

Job descriptions should be based on the job analysis and should be as brief and factual as pos-
sible. The headings under which the job description should be written and notes for guidance 
on completing each section are set out below.
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Job title

The existing or proposed job title should indicate as clearly as possible the function in which 
the job is carried out and the level of the job within that function. The use of terms such as 
‘manager’, ‘assistant manager’ or ‘senior’ to describe job levels should be reasonably consistent 
between functions with regard to grading of the jobs. 

Reporting to 

The job title of the manager or team leader to whom the job holder is directly responsible 
should be given under this heading. No attempt should be made to indicate here any func-
tional relationships the job holder might have to other people.

Reporting to job holder

The job titles of all the posts directly reporting to the job holder should be given under this 
heading. Again, no attempt should be made here to indicate any functional relationships that 
might exist between the job holder and other employees.

Overall purpose

This section should describe as concisely as possible the overall purpose of the job. The aim 
should be to convey in one sentence a broad picture of the job which will clearly distinguish it 
from other jobs and establish the role of the job holders and the contribution they should 
make towards achieving the objectives of the company and their own function or unit. No 
attempt should be made to describe the activities carried out under this heading, but the 
overall summary should lead naturally to the analysis of activities in the next section. When 
preparing the job description, it is often best to defer writing down the defi nition of overall 
responsibilities until the activities have been analysed and described.

Main activities, tasks or duties

The following method of describing activities, tasks or duties should be adopted:

1. Group the various activities identifi ed by the job analysis together so that no more than 
seven or eight areas remain. If the number is extended much beyond that, the job descrip-
tion will become over-complex and it will be diffi cult to be specifi c about tasks or duties.

2. Defi ne each activity in one sentence which starts with a verb in the active voice in order to 
provide a positive indication of what has to be done and eliminate unnecessary wording; 
for example: plan, prepare, produce, implement, process, provide, schedule, complete, dis-
patch, maintain, liaise with, collaborate with.
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3. Describe the object of the verb (what is done) as succinctly as possible; for example: test 
new systems, post cash to the nominal and sales ledgers, dispatch to the warehouse packed 
output, schedule production, ensure that management accounts are produced, prepare 
marketing plans.

4. State briefl y the purpose of the activity in terms of outputs or standards to be achieved for 
example: test new systems to ensure they meet agreed systems specifi cations, post cash to the 
nominal and sales ledgers in order to provide up-to-date and accurate fi nancial information, 
dispatch the warehouse planned output so that all items are removed by carriers on the same 
day they are packed, schedule production in order to meet laid-down output and delivery 
targets, ensure that management accounts are produced which provide the required level of 
information to management and individual managers on fi nancial performance against 
budget and on any variances, prepare marketing plans which support the achievement of the 
marketing strategies of the enterprise, are realistic, and provide clear guidance on the actions 
to be taken by the development, production, marketing and sales departments.

An example of a job description is given in Figure 26.1.

Job title: HR adviser; recruitment
Reports to: HR Service Centre Manager
Reports to job holder: none
Job purpose: To provide recruitment services to line managers for jobs below management level
Main duties:

1. Respond promptly to requests from line managers to assist in recruiting staff.
2. Produce person specifi cations.
3. Agree on the use of recruitment agencies and/or media advertisements or internet notifi cations of 

vacancies.
4. Brief and liaise with agencies and/or draft advertisements for jobs for approval by line managers and 

place advertisements or information on vacancies using the media and/or the internet.
5. Process replies and draws up short lists.
6. Conduct preliminary interviews independently or conduct short-list interviews with line managers.
7. Agree offer terms with line manager, take up references and confi rm the offer.
8. Review and evaluate sources of candidates and analyse recruitment costs.

Figure 26.1 Example of job description

Role analysis and role profi les

Role analysis uses the same techniques as job analysis but the focus is on identifying inputs 
(knowledge and skill and competency requirements) and required outcomes (key result areas 
or accountabilities) rather than simply listing the tasks to be carried out. 

A role profi le is initially set out under the same headings as a job description ie: role title, 
responsible to, responsible to role holder and the purpose of the role. But it then focuses on the 
following aspects of the role.
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Key result areas

A key result area is an element of a role for which clear outputs and outcomes can be defi ned, 
each of which makes a signifi cant contribution to achieving the overall purpose of the role. It 
may be described as an accountability – an aspect of the role for which the role holder is 
responsible (held to account for). 

The number of key result areas is unlikely to be more than seven or eight, certainly not more 
than 10. The basic structure of a key result area defi nition should resemble that of a job descrip-
tion task defi nition, ie it should be expressed in one sentence starting with an active verb. 
However, the content of the key result area defi nition should focus more on the specifi c 
purpose of the activity in terms of outputs or standards to be achieved rather than describing 
in detail the duties involved. 

Knowledge and skills required

These should be expressed in terms of  ‘need to know’  – the knowledge required of techniques, 
processes, procedures, systems and the business generally (its products or services and its com-
petitors and customers), and ‘need to be able to do’ – the skills required in each area of 
activity.

Behavioural competencies

These are how the role holder is expected to behave when carrying out the role. These behav-
ioural competencies may be linked to the organization’s competency framework and cover 
such areas as team working, communication, people management and development and cus-
tomer relations. An example of a role profi le is given in Figure 26.2.
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Role title: Database administrator
Department: Information systems
Responsible to: Database manager
Purpose of role: Responsible for the development and support of databases and their underlying environment
Key result areas:

1. Identify database requirements for all projects that require data management in order to meet the 
needs of internal customers.

2. Develop project plans collaboratively with colleagues to deliver against their database needs.
3. Support underlying database infrastructure.
4. Liaise with system and software providers to obtain product information and support.
5. Manage project resources (people and equipment) within predefi ned budget and criteria, as agreed with 

line manager and originating department.
6. Allocate work to and supervise contractors on day-to-day basis.
7. Ensure security of the underlying database infrastructure through adherence to established protocols 

and develop additional security protocols where needed.
Need to know:

• Oracle database administration.
• Operation of oracle forms SQL/PLSQL, Unix administration, shell programming.

Able to:
• Analyse and choose between options where the solution is not always obvious.
• Develop project plans and organize own workload on a timescale of 1–2 months.
• Adapt to rapidly changing needs and priorities without losing sight of overall plans and priorities.
• Interpret budgets in order to manage resources effectively within them.
• Negotiate with suppliers.
• Keep abreast of technical developments and trends, bring these into day-to-day work when feasible and 

build them into new project developments.
Behavioural competencies:

• Aim to get things done well and set and meet challenging goals, create own measures of excellence and 
constantly seek ways of improving performance.

• Analyse information from range of sources and develop effective solutions/recommendations.
• Communicate clearly and persuasively, orally or in writing, dealing with technical issues in a non-

technical manner.
• Work participatively on projects with technical and non-technical colleagues.
• Develop positive relationships with colleagues as the supplier of an internal service.

Figure 26.2 Example of a role profi le

Generic role profi les

As, by defi nition, generic role profi les cover occupations rather than individual roles, they tend 
to generalize more and may be somewhat simpler than individual role profi les, for example by 
restricting the profi le to lists of key result areas and competency dimensions. An example of a 
generic role profi le is given in Figure 26.3.
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Generic role title: Team leader
Overall purpose of role: To lead teams in order to attain team goals and further the achievement of the 
organization’s objectives.
Key result areas:

1. Agree targets and standards with team members that support the attainment of the organization’s 
objectives.

2. Plan with team members work schedules and resource requirements that will ensure that team targets 
will be reached, indeed exceeded.

3. Agree performance measures and quality assurance processes with team members that will clarify 
output and quality expectations.

4. Agree with team members the allocation of tasks, rotating responsibilities as appropriate to achieve 
fl exibility and the best use of the skills and capabilities of team members.

5. Coordinate the work of the team to ensure that team goals are achieved.
6. Ensure that the team members collectively monitor the team’s performance in terms of achieving 

output, speed of response and quality targets and standards, and agree with team members any 
corrective action required to ensure that team goals are achieved.

7. Conduct team reviews of performance to agree areas for improvement and actions required.
Competencies:

• Build effective team relationships, ensuring that team members are committed to the common purpose.
• Encourage self-direction amongst team members but provide guidance and clear direction as required.
• Share information with team members.
• Trust team members to get on with things – not continually checking.
• Treat team members fairly and consistently.
• Support and guide team members to make the best use of their capabilities.
• Encourage self-development by example.
• Actively offer constructive feedback to team members and positively seek and be open to constructive 

feedback from them.
• Contribute to the development of team members, encouraging the acquisition of additional skills and 

providing opportunities for them to be used effectively.

Figure 26.3 Example of a generic role profi le

Behavioural competency modelling

Behavioural competency modelling is the process used for identifying, analysing and describ-
ing behavioural competencies which defi ne the behaviours that organizations expect their 
staff to practice in their work in order to reach an acceptable level of performance. As explained 
in Chapter 11, they have an important part to play in providing information which contributes 
to a number of HRM activities, for example, recruitment, learning and development, and per-
formance management. Examples of competencies and competency frameworks were given in 
Chapter 11 and suggestions were also made about how a competency framework should be 
constructed. The guidance on the criteria for a fully rigorous competency defi nition, shown in 
Table 26.1, was produced by a task force set up by the Society for Industrial and Organizational 
Psychology (SIOP) in the United States (Shippmann et al, 2000) to investigate and review the 
practice of competency modelling. 
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Table 26.1 Criteria for a rigorous competency defi nition

Variable Conditions required to meet high rigour criteria

Method of 
investigation

A logically selected mix of multiple methods are used to obtain 
information, eg interviews, focus groups, questionnaires

Type of descriptor 
content collected

Variable combinations of multiple types of information are 
collected, eg work activities, KSAs (knowledge, skills and abilities 
statements) and performance standards

Procedures for 
developing descriptors

Information collected from content experts using a structured 
protocol and a representative sample

Detail of descriptor 
content

Use of a number of labels representing discrete categories of 
content that operationally defi ne each category and leave no 
room for misinterpretation

Link to business goals 
and strategies

Steps taken to ensure that results are aligned with the broader 
goals and longer-term strategies of the organization

Content review Formal review takes place to ensure that 
item level descriptions are clear •
content categories do not overlap, content categories are  •
internally consistent

items represent measurable content appropriate for the  •
intended application

Ranking descriptor 
content

The set of descriptors are prioritized and ranked

Assessment of 
reliability

Content category labels are matched with item-level descriptors 
and rated according to their relative importance for successful job 
performance

Item retention criteria Multiple, clear, logical criteria are consistently applied to items to 
determine whether content is retained or deleted.

Documentation Clear defi nitions are made of the procedures to be employed in 
applying the competency framework

(Source: Shippmann et al, 2000)

These are exacting criteria. The emphasis is on the systematic collection and analysis of data. 
There are fi ve approaches to behavioural competency analysis. In ascending order of complex-
ity these are:

1. expert opinion;

2. structured interview;



456 Organization Design and Development

3. workshops;

4. critical-incident technique;

5. repertory grid analysis.

1. Expert opinion

The basic, crudest and least satisfactory method is for an ‘expert’ member of the HR depart-
ment, possibly in discussion with other ‘experts’ from the same department, to draw up a list 
from their own understanding of ‘what counts’ coupled with an analysis of other published 
lists.

This is unsatisfactory because the likelihood of the competencies being appropriate, realistic 
and measurable in the absence of detailed analysis, is fairly remote. The list tends to be bland 
and, because line managers and job holders have not been involved, unacceptable.

2. Structured interview

This method begins with a list of competencies drawn up by ‘experts’ and proceeds by subject-
ing a number of role holders to a structured interview. The interviewer starts by identifying the 
key result areas of the role and goes on to analyse the behavioural characteristics which distin-
guish performers at different levels of competence. 

The basic question is: ‘What are the positive or negative indicators of behaviour which are con-
ducive or non-conducive to achieving high levels of performance?’ These may be analysed 
under the following headings.

Behavioural headings

Personal drive (achievement motivation). •

Impact on results. •

Analytical power. •

Strategic thinking. •

Creative thinking (ability to innovate). •

Decisiveness. •

Commercial judgement. •

Team management and leadership. •
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Under each heading instances will be sought which illustrate effective or less effective behaviour.

One of the problems with this approach is that it relies too much on the ability of the expert 
to draw out information from interviewees. It is also undesirable to use a deductive approach 
which pre-empts the analysis with a prepared list of competency headings. It is far better to do 
this by means of an inductive approach which starts from specifi c types of behaviour and then 
groups them under competence headings. This can be done in a workshop by analysing posi-
tive and negative indicators to gain an understanding of the competence dimensions of an 
occupation or job as described below.

3. Workshops

Workshops bring a group of people together who have ‘expert’ knowledge or experience of the 
role – managers and role holders as appropriate – with a facilitator, usually but necessarily a 
member of the HR department or an outside consultant.

The members of the workshop begin by getting agreement to the overall purpose of the role 
and its key result areas. They then develop examples of effective and less effective behaviour for 
each area which are recorded on fl ipcharts. For example, one of the key result areas for a divi-
sional HR director might be human resource planning, defi ned as:

Prepares forecasts of human resource requirements and plans for the acquisition, reten-
tion and effective utilization of employees which ensure that the company’s needs for 
people are met.

The positive indicators for this competency area could include:

seeks involvement in business strategy formulation; •

contributes to business planning by taking a strategic view of longer-term human  •
resource issues which are likely to affect business strategy;

networks with senior management colleagues to understand and respond to the human  •
resource planning issues they raise;

Interpersonal relationships. •

Ability to communicate. •

Ability to adapt and cope with change and pressure. •

Ability to plan and control projects. •
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suggests practical ways to improve the use of human resources, for example, the intro- •
duction of annual hours.

Negative indicators could include:

takes a narrow view of HR planning – does not seem to be interested in or understand  •
the wider business context;

lacks the determination to overcome problems and deliver forecasts; •

fails to anticipate skills shortages; for example, unable to meet the multi-skilling require- •
ments implicit in the new computer integrated manufacturing system;

does not seem to talk the same language as line management colleagues – fails to under- •
stand their requirements;

slow in responding to requests for help. •

When the positive and negative indicators have been agreed the next step is to distil the com-
petency dimensions that can be inferred from the lists. In this example they could be:

strategic capability; •

business understanding; •

achievement motivation; •

interpersonal skills; •

communication skills; •

consultancy skills. •

These dimensions might also be refl ected in the analysis of other areas of competency so that, 
progressively, a picture of the competencies is built up which is linked to actual behaviour in 
the workplace.

The facilitator’s job is to prompt, help the group to analyse its fi ndings and assist generally in 
the production of a set of competence dimensions which can be illustrated by behaviour-
based examples. The facilitator may have some ideas about the sort of headings that may 
emerge from this process but should not try to infl uence the group to come to a conclusion 
which it has not worked out for itself, albeit with some assistance from the facilitator.

Workshops can use the critical incident or repertory grid techniques as described below.

4. Critical-incident technique

The critical-incident technique is a means of eliciting data about effective or less effective 
behaviour which is related to examples of actual events – critical incidents. The technique is 
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used with groups of job holders and/or their managers or other ‘experts’ (sometimes, less 
effectively, with individuals) as follows:

 1. Explain what the technique is and what it is used for, ie ‘To assess what constitutes good or 
poor performance by analysing events which have been observed to have a noticeably suc-
cessful or unsuccessful outcome, thus providing more factual and “real” information than 
by simply listing tasks and guessing performance requirements.’

 2. Agree and list the key result in the role to be analysed. To save time, the analyst can estab-
lish these prior to the meeting but it is necessary to ensure that they are agreed provision-
ally by the group, which can be told that the list may well be amended in the light of the 
forthcoming analysis.

 3. Take each area of the role in turn and ask the group for examples of critical incidents. If, 
for instance, one of the job responsibilities is dealing with customers, the following request 
could be made: ‘I want you to tell me about a particular occasion at work which involved 
you – or that you observed – in dealing with a customer. Think about what the circum-
stances were, eg who took part, what the customer asked for, what you or the other member 
of the staff did and what the outcome was.’ 

 4. Collect information about the critical incident under the following headings:

– what the circumstances were;

– what the individual did;

– the outcome of what the individual did.

 5. Record this information on a fl ip chart.

 6. Continue this process for each key result area.

 7. Refer to the fl ipchart and analyse each incident by obtaining ratings of the recorded behav-
iour on a scale such as 1 for least effective to 5 for most effective.

 8. Discuss these ratings to get initial defi nitions of effective and ineffective performance for 
each of the key result areas.

 9. Refi ne these defi nitions as necessary after the meeting – it can be diffi cult to get a group to 
produce fi nished defi nitions.

10. Produce the fi nal analysis which can list the competencies required and include perform-
ance indicators or standards of performance for each key result area.

5. Repertory grid

Like the critical incident technique, the repertory grid can be used to identify the dimensions 
which distinguish good from poor standards of performance. The technique is based on Kelly’s 
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(1955) personal construct theory. Personal constructs are the ways in which we view the world. 
They are personal because they are highly individual and they infl uence the way we behave or 
view other people’s behaviour. The aspects of the role to which these ‘constructs’ or judge-
ments apply are called ‘elements’.

To elicit judgements, a group of people are asked to concentrate on certain elements, which are the 
tasks carried out by role holders, and develop constructs about these elements. This enables them 
to defi ne the qualities which indicate the essential requirements for successful performance.

The procedure followed by the analyst is known as the ‘triadic method of elicitation’ (a sort of 
three card trick) and involves the following steps:

1. Identify the tasks or elements of the role to be subjected to repertory grid analysis. This is 
done by one of the other forms of job analysis, eg interviewing.

2. List the tasks on cards.

3. Draw three cards at random from the pack and ask the members of the group to nominate 
which of the these tasks is the odd one out from the point of view of the qualities and 
characteristics needed to perform it.

4. Probe to obtain more specifi c defi nitions of these qualities or characteristics in the form 
of expected behaviour. If, for example, a characteristic has been described as the ‘ability to 
plan and organize’, ask questions such as: what sort of behaviour or actions indicate that 
someone is planning effectively? How can we tell if someone is not organizing his or her 
work particularly well?

5. Draw three more cards from the pack and repeat steps 3 and 4.

6. Repeat this process until all the cards have been analysed and there do not appear to be any 
more constructs to be identifi ed.

7. List the constructs and ask the group members to rate each task on every quality, using a 
six or seven point scale.

8. Collect and analyse the scores in order to assess their relative importance.

Like the critical-incident technique, repertory grid analysis helps people to articulate their 
views by reference to specifi c examples. An additional advantage is that the repertory grid 
makes it easier for them to identify the behavioural characteristics or competencies required in 
a job by limiting the area of comparison through the triadic technique.

Although a full statistical analysis of the outcome of a repertory grid exercise is helpful, the 
most important results which can be obtained are the descriptions of what constitute good or 
poor performance in each element of the job. 

Both the repertory grid and the critical incident techniques require a skilled analyst who can 
probe and draw out the descriptions of job characteristics. They are quite detailed and time-
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consuming but even if the full process is not followed, much of the methodology is of use in a 
less elaborate approach to competency analysis.

Choice of approach

Workshops are probably the best approach. They get people involved and do not rely on ‘expert’ 
opinion. Critical incident or repertory grid techniques are more sophisticated but they take 
more time and expertise to run. 

Analysing technical competencies

The approach to the defi nition of technical competencies (descriptions of what people have to 
know and be able to do to carry out their roles effectively) differs from that used for behav-
ioural competencies. As technical competencies are in effect competences, a functional analy-
sis process can be used. This methodology was originally developed by Mansfi eld and Mitchell 
(1986) and Fine (1988). In essence, functional analysis focuses on the outcomes of work per-
formance. Note that the analysis is not simply concerned with outputs in the form of quantifi -
able results but deals with the broader results that have to be achieved by role holders. An 
outcome could be a satisfi ed customer, a more highly motivated subordinate or a better-func-
tioning team. 

Functional analysis deals with processes such as developing staff, providing feedback and 
monitoring performance as well as tasks. As described by Miller et al (2001) it starts with an 
analysis of the roles fulfi lled by an individual in order to arrive at a description of the separate 
components or ‘units’ of performance that make up that role. The resulting units consist of 
performance criteria, described in terms of outcomes, and a description of the knowledge and 
skill requirements that underpin successful performance. 

Functional analysis is the method used to defi ne competence-based standards for N/SNVQs. 

Skills analysis

Skills analysis determines the skills required to achieve an acceptable standard of performance. 
It is mainly used for technical, craft, manual and offi ce jobs to provide the basis for devising 
learning and training programmes. Skills analysis starts from a broad job analysis but goes into 
details of not only what job holders have to do but also the particular abilities and skills they 
need to do it. Skills analysis techniques are described below. 
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Job breakdown

The job breakdown technique analyses a job into separate operations, processes, or tasks which 
can be used as the elements of an instruction sequence. A job breakdown analysis is recorded 
in a standard format of three columns:

1. The stage column in which the different steps in the job are described – most semiskilled 
jobs can easily be broken down into their constituent parts.

2. The instruction column in which a note is made against each step of how the task should 
be done. This, in effect, describes what has to be learned by the trainee.

3. The key points column in which any special points such as quality standards or safety 
instructions are noted against each step so that they can be emphasized to a trainee learn-
ing the job.

Manual skills analysis

Manual skills analysis is a technique developed from work study. It isolates for instructional 
purposes the skills and knowledge employed by experienced workers in performing tasks 
which require manual dexterity. It is used to analyse short-cycle, repetitive operations such as 
assembly tasks and other similar factory work.

The hand, fi nger and other body movements of experienced operatives are observed and 
recorded in detail as they carry out their work. The analysis concentrates on the tricky parts of 
the job which, while presenting no diffi culty to the experienced operative, have to be analysed 
in depth before they can be taught to trainees. Not only are the hand movements recorded, but 
particulars are also noted of the cues (visual and other senses) which the operative absorbs 
when performing the tasks. Explanatory comments are added when necessary.

Task analysis

Task analysis is a systematic analysis of the behaviour required to carry out a task with a view 
to identifying areas of diffi culty and the appropriate training techniques and learning aids nec-
essary for successful instruction. It can be used for all types of jobs but is specifi cally relevant 
to administrative tasks.

The analytical approach used in task analysis is similar to those adopted in the job breakdown 
and manual skills analysis techniques. The results of the analysis are usually recorded in a 
standard format of four columns as follows:

1. Task – a brief description of each element.

2. Level of importance – the relative signifi cance of each task to the successful performance 
of the role.
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3. Degree of diffi culty – the level of skill or knowledge required to perform each task.

4. Training method – the instructional techniques, practice and experience required.

Faults analysis

Faults analysis is the process of analysing the typical faults which occur when performing a 
task, especially the more costly faults. It is carried out when the incidence of faults is high. A 
study is made of the job and, by questioning workers and team leaders, the most commonly 
occurring faults are identifi ed. A faults specifi cation is then produced which provides trainees 
with information on what faults can be made, how they can be recognized, what causes them, 
what effect they have, who is responsible for them, what action the trainees should take when 
a particular fault occurs, and how a fault can be prevented from recurring.

Job learning analysis

Job learning analysis, as described by Pearn and Kandola (1993), concentrates on the inputs 
and process rather than the content of the job. It analyses nine learning skills which contribute 
to satisfactory performance. A learning skill is one used to increase other skills or knowledge 
and represents broad categories of job behaviour which need to be learnt. The learning skills 
are the following:

physical skills requiring practice and repetition to get right; •

complex procedures or sequences of activity which are memorized or followed with the  •
aid of written material such as manuals;

non-verbal information such as sight, sound, smell, taste and touch which is used to  •
check, assess or discriminate, and which usually takes practice to get right;

memorizing facts or information; •

ordering, prioritizing and planning, which refer to the degree to which a role holder has  •
any responsibility for and fl exibility in determining the way a particular activity is 
performed;

looking ahead and anticipating; •

diagnosing, analysing and problem solving, with or without help; •

interpreting or using written manuals and other sources of information such as dia- •
grams or charts;

adapting to new ideas and systems. •

In conducting a job learning analysis interview, the interviewer obtains information on the 
main aims and principal activities of the job, and then, using question cards for each of the 
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nine learning skills, analyses each activity in more depth, recording responses and obtaining as 
many examples as possible under each heading.

Job, role, competency and skills analysis – key learning 
points

Job analysis methodology and 
tech niques

The essence of job analysis is the applica-
tion of systematic methods to the collection 
of information about job content. It is 
essentially about data collection and the 
basic steps are:

obtain documents such as existing  •
organization, procedure or training 
manuals which give information 
about the job;

obtain from managers fundamental  •
information concerning the job;

obtain from job holders similar  •
information about their jobs.

Job descriptions 

Job descriptions should be based on the job 
analysis and should be as brief and factual 
as possible. The headings should be: job 
title, reporting to, reporting to job holder, 
main purpose of job, main activities, tasks 
or duties.

Role analysis methodology

Role analysis uses the same techniques as 
job analysis but the focus is on identifying 
inputs (knowledge and skill and compe-
tency requirements) and required outcomes 
(key result areas) rather than simply listing 
the tasks to be carried out.

Behavioural competency modelling

Behavioural competency modelling is the 
process used for identifying, analysing and 
describing behavioural competencies which 
defi ne the behaviours that organizations 
expect their staff to practice in their work in 
order to reach an acceptable level of per-
formance. The emphasis is on the system-
atic collection and analysis of data. There 
are fi ve approaches to behavioural compe-
tency analysis. In ascending order of com-
plexity these are: expert opinion, structured 
interview, workshops, critical-incident 
technique, and repertory grid analysis.

Analysing technical competencies

The technique of functional analysis is used 
which starts with an analysis of the roles 
fulfi lled by an individual in order to arrive 
at a description of the separate components 
or ‘units’ of performance that make up that 
role. The resulting units consist of perform-
ance criteria, described in terms of out-
comes, and a description of the knowledge 
and skill requirements that underpin suc-
cessful performance. 

Skills analysis

Skills analysis determines the skills required 
to achieve an acceptable standard of per-
formance. It is mainly used for technical, 
craft, manual and offi ce jobs to provide the 
basis for devising learning and training 
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Questions

1. What is the difference between a job and a role?

2. How should a job analysis interview be conducted?

3. What are the advantages and disadvantages of questionnaires as a method of analysing 
jobs?

4. What is job learning analysis?
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Job, role, competency and skills analysis – key learning 
points (continued)

programmes. Skills analysis starts from a 
broad job analysis but goes into details of 
not only what job holders have to do but 
also the particular abilities and skills they 

need to do it. Skills analysis techniques 
include: job breakdown, manual skills anal-
ysis, faults analysis and job learning 
analysis.
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Key concepts and terms

Intrinsic motivation •

Job design •

Job enrichment •

Job characteristics model •

Job enlargement •

Job rotation •

On completing this chapter you should be able to defi ne these key concepts. 
You should also know about:

Learning outcomes

The factors affecting job design •

Task structure •

Role development •

The characteristics of jobs •

Approaches to job design •
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Introduction

This chapter deals with designing jobs and developing roles. Obtaining the information for 
this purpose may use the analytical techniques described in Chapter 26, but as organizations 
grow and introduce new activities or technology, different methods of working such as smart 
working (see Chapter 23) may have to be devised and this will affect the content of jobs and 
the purposes of roles. To obtain the maximum benefi t from such developments, it is necessary 
to ensure that the structure of jobs or roles and the demands they make on job or role holders 
will enhance motivation, engagement and commitment. The contents, methods and relation-
ships of jobs or roles must satisfy technological and organizational requirements, but they 
should also meet the personal needs of the individuals concerned. These two aims may not 
always be easy to reconcile, but the attempt must be made if the maximum benefi ts from tech-
nological and organizational change are to be obtained.

A distinction was made between jobs and roles at the beginning of Chapter 26. Essentially jobs 
consist of an impersonal list of tasks or duties. They are fi xed entities, part of a machine that 
can be ‘designed’ like any other part of a machine. Routine or machine-controlled jobs exist in 
most organizations but, increasingly, the work carried out by people is not mechanistic. What 
is done, how it is done and the results achieved depend more and more on the capabilities and 
motivation of people and their interactions with one another and their customers, clients and 
suppliers. A role is the part people play in their work – the emphasis is on the patterns of 
behaviour expected of them in order to achieve agreed outcomes rather than a set of duties 
they have to carry out. Jobs are about tasks; roles are about people. This distinction means that 
while jobs may be designed to fi t work requirements, roles are developed as people work fl ex-
ibly, demonstrate that they can do more and take on different responsibilities.

This chapter starts with job design: what it is and the factors to be taken into account in carry-
ing it out. The second part of the chapter covers role development, a much more fl exible 
process, but the criteria for ensuring that roles help to motivate people and foster engagement 
and commitment are fundamentally the same as those related to job design.

Job design

Job design specifi es the contents, methods and relationships of jobs in order to satisfy work 
requirements for productivity, effi ciency and quality, meet the personal needs of the job holder 
and thus increase levels of employee engagement.

The process of job design is based on an analysis of the way in which work needs to be organ-
ized and what work therefore needs to be done – the tasks that have to be carried out if the 
purpose of the organization or an organizational unit is to be achieved. This is where the tech-
niques of process planning and systems analysis are used to achieve improvement in 
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organizational performance. They concentrate on the work to be done, not the worker. They 
may lead to a high degree of task specialization and assembly line processing; of paper work as 
well as physical products. More desirably, it can also lead to the maximization of individual 
responsibility and the opportunity to use personal skills.

It is necessary, however, to distinguish between effi ciency and effectiveness. The most effi cient 
method may maximize outputs in relation to inputs in the short run, but it may not be effec-
tive in the longer term in that it fails to achieve the overall objectives of the activity. The pursuit 
of short-term effi ciency by imposing the maximum degree of task specialization may reduce 
longer-term effectiveness by demotivating job holders and increasing employee turnover and 
absenteeism.

Job design has to start from work requirements because that is why the job exists. When the 
tasks to be done have been determined it should then be the function of the job designer to 
consider how the jobs can be set up to provide the maximum degree of intrinsic motivation 
for those who have to carry them out, with a view to improving performance and productivity. 
Consideration has also to be given to another important aim of job design: to fulfi l the social 
responsibilities of the organization to the people who work in it by improving the quality of 
working life, an aim which, as stated in Wilson’s (1973) report on this subject, ‘depends upon 
both effi ciency of performance and satisfaction of the worker’.

Factors affecting job design

Job design is fundamentally affected by the technology of the organization, the changes that 
are taking place in that technology and the environment in which the organization operates. 
Job design has therefore to be considered within the context of organization design, as described 
in Chapter 23, but it must also take into account the following factors.

Factors affecting job design

The characteristics of jobs. •

The characteristics of task structure. •

The process of intrinsic motivation. •

The job characteristics model. •

The implications of group activities. •
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The characteristics of jobs

There are three fundamental characteristics shared by all jobs:

1. Job range – the number of operations a job holder performs to complete a task.

2. Job depth – the amount of discretion a job holder has to decide job activities and job 
outcomes.

3. Job relationships – the interpersonal relationships between job holders and their manag-
ers and co-workers.

Task structure

Job design requires the assembly of a number of tasks into a job or a group of jobs. An indi-
vidual may carry out one main task that consists of a number of interrelated elements or func-
tions. Alternatively, task functions may be allocated to a team working closely together in a 
manufacturing ‘cell’ or customer service unit, or strung along an assembly line. In more 
complex jobs, individuals may carry out a variety of connected tasks (multi-tasking), each 
with a number of functions, or these tasks may be allocated to a team of workers or divided 
between them. In the latter case, the tasks may require a variety of skills that have to be pos-
sessed by all members of the team (multi-skilling) in order to work fl exibly. Complexity in a 
job may be a refl ection of the number and variety of tasks to be carried out, the different skills 
or competencies to be used, the range and scope of the decisions that have to be made, or the 
diffi culty of predicting the outcome of decisions.

The internal structure of each task consists of three elements: planning (deciding on the course 
of action, its timing and the resources required), executing (carrying out the plan), and con-
trolling (monitoring performance and progress and taking corrective action when required). 
A completely integrated job includes all these elements for each of the tasks involved. The 
worker, or group of workers, having been given objectives in terms of output, quality and cost 
targets, decides on how the work is to be done, assembles the resources, performs the work, 
and monitors output, quality and cost standards. Responsibility in a job is measured by the 
amount of authority someone has to do all these things.

The ideal arrangement from the point of view of motivation and engagement is to provide for 
fully integrated jobs containing all three task elements. In practice, management and team 
leaders are often entirely responsible for planning and control, leaving the worker responsible 
for execution. To a degree this is inevitable, but one of the aims of job design is often to extend 
the responsibility of workers into the functions of planning and control. This can involve 
empowerment – giving individuals and teams more responsibility for decision making and 
ensuring that they have the training, support and guidance to exercise that responsibility 
properly.
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Intrinsic motivation

The case for using job design techniques is based on the premise that effective performance 
and genuine satisfaction in work follow mainly from the intrinsic content of the job. This is 
related to the fundamental concept that people are motivated when they are provided with the 
means to achieve their goals. Work provides the means to earn money, which as an extrinsic 
reward satisfi es basic needs and is instrumental in providing ways of satisfying higher-level 
needs. But work also provides intrinsic rewards related to achievement, responsibility and the 
opportunity to use and develop skills that are more under the control of the worker.

Three characteristics have been distinguished by Lawler (1969) as being required in jobs if they 
are to be intrinsically motivating.

Intrinsic motivating characteristics of jobs, Lawler (1969)

1. Feedback – individuals must receive meaningful feedback about their per-
formance, preferably by evaluating their own performance and defi ning 
the feedback. This implies that they should ideally work on a complete 
product, or a signifi cant part of it that can be seen as a whole.

2. Use of abilities – the job must be perceived by individuals as requiring 
them to use abilities they value in order to perform the job effectively.

3. Self-control – individuals must feel that they have a high degree of self-
control over setting their own goals and over defi ning the paths to these 
goals.
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The job characteristics model

A useful perspective on the factors affecting job design and motivation is provided by Hackman 
and Oldham’s (1974) job characteristics model. They suggest that the ‘critical psychological 
states’ of ‘experienced meaningfulness of work, experienced responsibility for outcomes of 
work and knowledge of the actual outcomes of work’ strongly infl uence motivation, job satis-
faction and performance. They identifi ed the following characteristics of jobs that need to be 
taken into account in job design.
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Job characteristics, Hackman and Oldman (1974)

1. Variety.

2. Autonomy.

3. Required interaction.

4. Optional interaction.

5. Knowledge and skill required.

6. Responsibility.
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Approaches to job design

Job design starts with an analysis of task requirements, using the job analysis techniques 
described in Chapter 26. These requirements will be a function of the purpose of the organiza-
tion, its technology and its structure. The analysis has also to take into account the decision-
making process – where and how decisions are made and the extent to which responsibility is 
devolved to individuals and work teams.

Approaches to job design, Robertson and Smith (1985)

1. Infl uence skill variety by providing opportunities for people to do several 
tasks and by combining tasks.

2. Infl uence task identity by combining tasks and forming natural work 
units.

3. Infl uence task signifi cance by forming natural work units and informing 
people of the importance of their work.

4. Infl uence autonomy by giving people responsibility for determining their 
own working systems.

5. Infl uence feedback by establishing good relationships and opening feed-
back channels.
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These approaches are used as the basis for the methods of job design described below.
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1. Job rotation

This is the movement of employees from one task to another to reduce monotony by increas-
ing variety.

2. Job enlargement

This means combining previously fragmented tasks into one job, again to increase the variety 
and meaning of repetitive work.

3. Job enrichment

This goes beyond job enlargement to add greater autonomy and responsibility to a job and is 
based on the job characteristics approach. Job enrichment aims to maximize the interest and 
challenge of work by providing the employee with a job that has these characteristics:

it is a complete piece of work in the sense that the worker can identify a series of tasks  •
or activities that end in a recognizable and defi nable product;

it affords the employee as much variety, decision-making responsibility and control as  •
possible in carrying out the work;

it provides direct feedback through the work itself on how well the employee is doing  •
his or her job.

As described by Herzberg (1968), job enrichment is not just increasing the number or variety 
of tasks; nor is it the provision of opportunities for job rotation. These approaches may relieve 
boredom, but they do not result in positive increases in motivation.

4. Self-managing teams (autonomous work groups)

These are self-regulating teams who work largely without direct supervision. The philosophy 
on which this technique is based is a logical extension of job enrichment but is strongly infl u-
enced by socio-technical systems theory (see Chapter 21). A self-managing team enlarges indi-
vidual jobs to include a wider range of operative skills (multi-skilling), decides on methods of 
work and the planning, scheduling and control of work, distributes tasks itself among its 
members and monitors its own performance, taking corrective action when required.

The advocates of self-managing teams or autonomous work groups claim that this approach 
offers a more comprehensive view of organizations than the rather simplistic individual moti-
vation theories that underpin job rotation, enlargement and enrichment. Be that as it may, the 
strength of this system is that it does take account of the social or group factors and the tech-
nology as well as the individual motivators.
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5. High-performance work design

This concentrates on setting up working groups in environments where high levels of per-
formance can be achieved. As described by Buchanan (1987), this requires management to 
defi ne what it needs in the form of methods of production and the results expected from its 
introduction. It involves multi-skilling – job demarcation lines are eliminated as far as possible 
and encouragement and training are provided for employees to acquire new skills. Self-
managed teams are set up with full responsibility for planning, controlling and monitoring the 
work.

Choice of approach

Of the fi ve approaches described above, it is generally recognized that although job rotation 
and job enlargement have their uses in developing skills and relieving monotony, they do not 
go to the root of the requirements for intrinsic motivation and for meeting the various moti-
vating characteristics of jobs. These are best satisfi ed by using, as appropriate, job enrichment, 
autonomous work groups, or high-performance work design.

Role development

Role development is the continuous process through which roles are defi ned or modifi ed as 
work proceeds and evolves. Job design as described above takes place when a new job is created 
or an existing job is substantially changed, often following a reorganization. But the part people 
play in carrying out their roles can evolve over time as people grow into them and grow with 
them, and as incremental changes take place in the scope of the work and the degree to which 
individuals have freedom to act (their autonomy). Roles will be developed as people develop 
in them – responding to opportunities and changing demands, acquiring new skills and devel-
oping competencies. Role development is a continuous process that takes place in the context 
of day-to-day work and is therefore a matter between managers and the members of their 
teams. It involves agreeing defi nitions of accountabilities, objectives and competency require-
ments as they evolve. When these change – as they probably will in all except the most routine 
jobs – it is desirable to achieve mutual understanding of new expectations.

The process of understanding how roles are developing and agreeing the implications can take 
place within the framework of performance management, as described in Part VII, where the 
performance agreement, which is updated regularly, spells out the outcomes (key result areas) 
and the competency requirements. It is necessary to ensure that managers, team leaders and 
employees generally acquire the skills necessary to defi ne roles within the performance man-
agement framework, taking into account the principles of job design set out earlier in this 
chapter.
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Job and role design and development – key learning points

The factors affecting job design

The characteristics of jobs. •

The characteristics of task structure. •

The process of intrinsic motivation. •

The job characteristics model. •

The implications of group act- •
ivities.

The characteristics of jobs

Job range – the number of opera- •
tions a job holder performs to com-
plete a task.

Job depth – the amount of discre- •
tion a job holder has to decide job 
activities and job outcomes.

Job relationships – the interpersonal  •
relationships between job holders 
and their managers and co-workers.

Task structure

Job design requires the assembly of a 
number of tasks into a job or a group of 
jobs. Individuals may carry out a variety of 
connected tasks (multi-tasking), each with 
a number of functions, or these tasks may 
be allocated to a team of workers or divided 
between them. The internal structure of 
each task consists of three elements: plan-
ning (deciding on the course of action, its 
timing and the resources required), 

executing (carrying out the plan), and 
controlling (monitoring performance and 
progress and taking corrective action when 
required). A completely integrated job 
includes all these elements for each of the 
tasks involved.

Approaches to job design 
(Robertson and Smith, 1985)

Infl uence skill variety by providing  •
opportunities for people to do 
several tasks and by combining 
tasks.

Infl uence task identity by combin- •
ing tasks and forming natural work 
units.

Infl uence task signifi cance by  •
forming natural work units and 
informing people of the importance 
of their work.

Infl uence autonomy by giving  •
people responsibility for determin-
ing their own working systems.

Infl uence feedback by establishing  •
good relationships and opening 
feedback channels.

Role development

Role development is the continuous process 
through which roles are defi ned or modi-
fi ed as work proceeds and evolves.
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Questions

1. What is the process of job design?

2. What are the factors affecting job design?

3. What are the intrinsically motivating characteristics of jobs?

4. What is the job characteristics model?

5. How is role development carried out?
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Part VI
People Resourcing

People resourcing is concerned with ensuring that the organization obtains and retains 

the people it needs and employs them productively. It is closely associated with per-

formance management and employee development policy and practice. It is also about 

those aspects of employment practice that are concerned with welcoming people to the 

organization and, if there is no alternative, releasing them.
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28
People Resourcing Strategy

Key concepts and terms

Bundling •

Organizational capability •

Resource capability •

Human resource planning •

The resource-based view •

Talent management •

On completing this chapter you should be able to defi ne these key concepts. 
You should also know about:

Learning outcomes

The objective of resourcing  •
strategy

Integrating business and  •
resourcing strategies

The strategic HRM approach to  •
resourcing

The components of employee  •
resourcing strategy

 479
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Introduction

This chapter deals with people resourcing strategy, which is concerned with taking steps to 
ensure that the organization obtains and keeps the people it needs and employs them effi -
ciently. It is closely associated with learning and development strategy, which sets out how the 
organization ensures that it has the skilled and knowledgeable workforce it needs and that a 
pool of talented people is created who will provide for management succession.

The objective of people resourcing strategy

The concept that the strategic capability of a fi rm depends on its resource capability in the 
shape of people (the resource-based view) provides the rationale for resourcing strategy. As 
explained by Grant (1991):

The fi rm’s most important resources and capabilities are those which are durable, dif-
fi cult to identify and understand, imperfectly transferable, not easily replicated, and in 
which the fi rm possesses clear ownership and control. These are the fi rm’s ‘crown jewels’ 
and need to be protected; and they play a pivotal role in the competitive strategy which 
the fi rm pursues. The essence of strategy formulation, then, is to design a strategy that 
makes the most effective use of these core resources and capabilities.

The aim of this strategy is to ensure that a fi rm achieves competitive advantage by attracting 
and retaining more capable people than its rivals and employing them more effectively. These 
people will have a wider and deeper range of skills and will behave in ways that will maximize 
their contribution. The organization attracts such people by being ‘the employer of choice’. It 
retains them by providing better opportunities and rewards than others and by developing a 
positive psychological contract that increases commitment and creates mutual trust. 
Furthermore, the organization deploys its people in ways that maximize the added value they 
create.

The strategic HRM approach to resourcing

Strategic HRM emphasizes the importance of human resources in achieving organizational 
capability and therefore the need to fi nd people whose attitudes and behaviour are likely to be 
congruent with what management believes to be appropriate and conducive to success. In the 
words of Townley (1989), organizations are concentrating more on ‘the attitudinal and behav-
ioural characteristics of employees’. This tendency has its dangers. Innovative and adaptive 
organizations need non-conformists, even mavericks, who can ‘buck the system’. If managers 
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recruit people ‘in their own image’ there is the risk of staffi ng the organization with conformist 
clones and of perpetuating a dysfunctional culture – one that may have been successful in the 
past but is no longer appropriate in the face of new challenges (as Pascale, 1990, exclaims, 
‘nothing fails like success’).

The HRM approach to resourcing therefore emphasizes that matching resources to organiza-
tional requirements does not simply mean maintaining the status quo and perpetuating a 
moribund culture. It can and often does mean radical changes in thinking about the skills and 
behaviours required in the future to achieve sustainable growth and cultural change. It also 
means using a systematic approach, starting with human resource planning and proceeding 
through recruitment, selection and induction, followed by performance management, learn-
ing and development, recognition and reward.

Integrating business and resourcing strategies

The philosophy behind the strategic HRM approach to resourcing is that it is people who 
implement the strategic plan. As Quinn Mills (1983) has put it, the process is one of ‘planning 
with people in mind’.

The integration of business and resourcing strategies is based on an understanding of the 
direction in which the organization is going and the following considerations.

Considerations affecting the integration of business and resourcing 
strategies

The numbers of people required to meet business needs. •

The skills and behaviour required to support the achievement of business  •
strategies.

The impact of organizational restructuring as a result of rationalization, decen- •
tralization, delayering, acquisitions, mergers, product or market development, 
or the introduction of new technology, for example, cellular manufacturing.

Plans for changing the culture of the organization in such areas as ability to  •
deliver, performance standards, quality, customer service, team working and 
fl exibility that indicate the need for people with different attitudes, beliefs and 
personal characteristics.

These considerations will be strongly infl uenced by the type of business strategies adopted by the 
organization and the sort of business it is in. These may be expressed in such terms as Porter’s 
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(1985) classifi cation of business strategic aims (innovation, quality and cost leadership) or Miles 
and Snow’s (1978) typology of defender, prospector and analyser organizations.

Resourcing strategies exist to provide the people and skills required to support the business 
strategy, but they should also contribute to the formulation of that strategy. HR directors have 
an obligation to point out to their colleagues the human resource opportunities and con-
straints that will affect the achievement of strategic plans. In mergers or acquisitions, for 
example, the ability of management within the company to handle the new situation and the 
quality of management in the new business will be important considerations.

The components of people resourcing strategy

The components of employee resourcing strategy are:

Human resource planning (often referred to, especially in the public sector, as work- •
force planning) – assessing future business needs, deciding on the numbers and types 
of people required and preparing plans for obtaining them from within or outside the 
organization (Chapter 29).

Creating an employer brand – developing the organization’s employee value proposi- •
tion (Chapter 30).

Retention strategy – preparing plans for retaining the people the organization needs  •
(Chapter 30).

Absence management strategy – planning for the control of absence (Chapter 30). •

Flexibility strategy – planning for increased fl exibility in the use of human resources to  •
enable the organization to make the best use of people and adapt swiftly to changing 
circumstances (Chapter 30).

Talent management strategy – ensuring that the organization has the talented people it  •
requires to provide for management succession and meet present and future business 
needs (Chapter 31).

Recruitment and selection strategy – planning the approaches used to obtain people as  •
described in Chapters 31 (recruitment and selection), 32 (selection interviewing) and 
33 (selection tests).

Bundling resourcing strategies and activities

People resourcing is not just about recruitment and selection. It is concerned with any means 
available to meet the needs of the fi rm for certain skills and behaviours. A strategy to enlarge 
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the skill base may start with recruitment and selection but would extend into learning and 
development to enhance skills and modify behaviours, and methods of rewarding people for 
the acquisition of extra skills. Performance management processes can be used to identify 
development needs (skill and behavioural) and motivate people to make the most effective use 
of their skills. Competency frameworks and profi les can be prepared to defi ne the skills and 
behaviours required and used in selection, employee development and employee reward proc-
esses. The aim should be to develop a reinforcing bundle of strategies along these lines. Talent 
management is a ‘bundling’ process that is an aspect of resourcing.

People resourcing strategy – key learning points

Objective of resourcing strategy

To ensure that a fi rm achieves competitive 
advantage by attracting and retaining more 
capable people than its rivals and employ-
ing them more effectively.

The strategic HRM approach to 
resourcing

Strategic HRM emphasizes the importance 
of human resources in achieving organiza-
tional capability and therefore the need to 
fi nd people whose attitudes and behaviour 
are likely to be congruent with what man-
agement believes to be appropriate and 
conducive to success.

Integrating business and resourcing 
strategies

The numbers of people required to  •
meet business needs.

The skills and behaviour required to  •
support the achievement of busi-
ness strategies.

The impact of organizational  •
restructuring.

Plans for changing the culture of the  •
organization.

The components of employee 
resourcing strategy

Human resource planning includes creat-
ing an employer brand, retention strategy, 
absence management strategy, fl exibility 
strategy, talent management strategy, 
recruitment and selection strategy.

Bundling and resourcing strategy

Resourcing strategy should include the bun-
dling of different aspects of resourcing together 
so that they can be mutually supportive.
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Questions

1. From a fellow student: ‘The preamble to the CIPD People Resourcing syllabus says that 
“Many of those engaged in employee resourcing concentrate on minor incremental effi -
ciency or system changes and on the legalistic, ethical and procedural dimensions of 
resourcing – instead of the added-value dimensions.”’ To what extent do you think this 
is true, both generally and with specifi c reference to your own organization? What evi-
dence do you have to support your views?

2. From your chief executive: ‘We are doing well but we need to do better. This will be the 
theme of our away day for the board in May. I want each director to make a short pres-
entation as a basis for discussion on a key aspect of strategy in their area and how it will 
impact on our performance. As director of human resources I would like you to talk 
about our need for a people resourcing strategy, what it involves and how it will contrib-
ute to improved performance. Any information you can provide based on benchmark-
ing or evidence from research you can provide will be welcome.’

3. From your HR director: ‘We tend to use the phrase “added value” or “value-added man-
agement” rather loosely in our organization. I would be interested in your views on what 
it means in the context of people resourcing.’

4. From the Features Editor, People Management: ‘We’re planning a full-length piece about 
“adding value”, and in seeking a cross-section of reader views we’d welcome your input.’ 
What does it mean in your organization for a people resourcing professional to ‘add 
value’ and how do you know when you’ve done it?
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Human Resource Planning

Key concepts and terms

Demand forecasting •

Human resources planning •

Scenario planning •

Supply forecasting •

Hard human resources planning •

Ratio-trend analysis •

Soft human resources planning •

On completing this chapter you should be able to defi ne these key concepts. 
You should also know about:

Learning outcomes

Aims of human resource planning •

Action planning •

Human resource planning  •
activities
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Introduction

Organizations need to know how many people and what sort of people they should have to 
meet present and future business requirements. This is the function of human resource plan-
ning, or workforce planning as it is sometimes called, especially in the public sector.

The purpose of this chapter is to describe how human resource planning works, bearing in 
mind that it is not as straightforward as it was presented when the notion of ‘manpower plan-
ning’ became popular in the 1960s and 70s. Human resource planning may be well established 
in the HRM vocabulary but it does not seem to be embedded as a key HR activity.

This chapter starts with a defi nition of human resource planning and continues with a discus-
sion of its aims and the issues involved, including its link with business planning. The fi nal 
section of the chapter describes the processes used, namely scenario planning, demand and 
supply forecasting and action planning.

Human resource planning defi ned

As defi ned by Bulla and Scott (1994), human resource planning is ‘the process for ensuring 
that the human resource requirements of an organization are identifi ed and plans are made for 
satisfying those requirements’. Reilly (2003) defi ned workforce planning as: ‘A process in which 
an organization attempts to estimate the demand for labour and evaluate the size, nature and 
sources of supply which will be required to meet the demand.’

Hard and soft human resource planning

A distinction can be made between ‘hard’ and ‘soft’ human resource planning. The former is 
based on quantitative analysis to ensure that the right number of the right sort of people is 
available when needed. The latter, as described by Marchington and Wilkinson (1996), ‘is more 
explicitly focused on creating and shaping the culture of the organization so that there is a 
clear integration between corporate goals and employee values, beliefs and behaviours’. But as 
they point out, the soft version becomes virtually synonymous with the whole area of human 
resource management.

Link to business planning

Human resource planning is an integral part of business planning. The strategic planning 
process defi nes projected changes in the types of activities carried out by the organization and 
the scale of those activities. It identifi es the core competences the organization needs to achieve 
its goals and therefore its skill and behavioural requirements.
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Human resource planning interprets these plans in terms of people requirements. But it may 
infl uence the business strategy by drawing attention to ways in which people could be devel-
oped and deployed more effectively to further the achievement of business goals as well as 
focusing on any problems that might have to be resolved to ensure that the people required 
will be available and will be capable of making the necessary contribution. As Quinn Mills 
(1983) indicates, human resource planning is:

a decision-making process that combines three important activities: 1) identifying and 
acquiring the right number of people with the proper skills, 2) motivating them to 
achieve high performance, and 3) creating interactive links between business objectives 
and people-planning activities.

Aims of human resource planning

Human resource planning aims to ensure that the organization has the number of people with 
the right skills needed to meet forecast requirements. Research conducted by the Institute for 
Employment Studies (Reilly, 1999) established that there are a number of reasons why organi-
zations choose to engage in some form of human resource planning. These fall into the follow-
ing three groups.

Reasons for engaging in human resource planning

1. Planning for substantive reasons, that is, to have a practical effect by optimizing the 
use of resources and/or making them more fl exible, acquiring and nurturing skills 
that take time to develop, identifying potential problems and minimizing the 
chances of making a bad decision.

2. Planning because of the process benefi ts, which involves understanding the present 
in order to confront the future, challenging assumptions and liberating thinking, 
making explicit decisions that can later be challenged, standing back and providing 
an overview and ensuring that long-term thinking is not driven out by short-term 
focus.

3. Planning for organizational reasons, which involves communicating plans so as to 
obtain support/adherence to them, linking HR plans to business plans so as to 
infl uence them, (re)gaining corporate control over operating units, and coordinat-
ing and integrating organizational decision making and actions.

Farnham (2006) explained that human resource planning is important because it encourages 
employers to develop clear and explicit links between their business and HR plans and to 
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integrate the two more effectively. It allows for better control over staffi ng costs and numbers 
employed, and it enables employers to make more informed judgements about the skills and 
attitude mix in organizations. Human resource planning also provides a profi le of current staff 
in terms of age, sex, disability, etc so as to move towards being an equal opportunity organiza-
tion. But he commented that organizations give little time to it because of lack of resources 
and skills, the time and effort required and the absence of relevant data to do so.

Use of human resource planning

As Rothwell (1995) suggested: ‘Apart from isolated examples, there has been little research evi-
dence of increased use or of its success’. She explains the gap between theory and practice as 
arising from:

the impact of change and the diffi culty of predicting the future – ‘the need for planning  •
may be in inverse proportion to its feasibility’;

the ‘shifting kaleidoscope’ of policy priorities and strategies within organizations; •

the distrust displayed by of many managers of theory or planning – they often prefer  •
pragmatic adaptation to conceptualization;

the lack of evidence that human resource planning works. •

Summarizing the problem, Taylor (2008) noted that:

It would seem that employers, quite simply, prefer to wait until their view of the future 
environment clears suffi ciently for them to see the whole picture before committing 
resources in preparation for its arrival. The perception is that the more complex and 
turbulent the environment, the more important it is to wait and see before acting.

Human resource planning is likely to be more appropriate in a stable market place, with largely 
passive (and static) customers, and with scope for long-term forecasting because of the pre-
dictability of demographic change. This applies to many public sector enterprises and it is hap-
pening under the name of workforce planning in, for example, local authorities and the NHS. 
Examples are given by the Employers’ Organization for Local Government (2003).

Approaches to human resource planning

Human resource planning involves the activities listed below.



Human Resource Planning 489

Human resource planning activities

Scenario planning – making broad assessments of future environmental factors  •
and their likely impact on people requirements.

Demand forecasting – estimate future needs for people and competences by ref- •
erence to corporate and functional plans and forecasts of future activity levels.

Supply forecasting – estimate the supply of people by reference to analyses of  •
current resources and future availability, after allowing for wastage. The forecast 
will also take account of labour market trends relating to the availability of skills 
and to demographics.

Forecasting requirements – analyse the demand and supply forecasts to identify  •
future defi cits or surpluses with the help of models, where appropriate.

Action planning – prepare plans to deal with forecast defi cits through internal  •
promotion, training or external recruitment. If necessary, plan for unavoidable 
downsizing so as to avoid any compulsory redundancies, if that is possible. 
Develop retention and fl exibility strategies.

Although these are described as separate areas, they are closely interrelated and often overlap. 
For example, demand forecasts are estimates of future requirements, and these may be pre-
pared on the basis of assumptions about the productivity of employees. But the supply forecast 
will also have to consider productivity trends and how they might affect the supply of people.

A fl ow chart of the process of human resource planning is shown in Figure 29.1 and each of 
the main activities is described below.
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Business Plan

Forecast of activity
levels

Demand forecast Supply forecast

Scenario planning
Analysis of requirements:

numbers, skills 
and behaviours

Forecast of future
requirements

Action planning:
• recruitment
• training
• downsizing
• increasing flexibility

Figure 29.1 Human resource planning fl ow chart

Scenario planning

Scenario planning is simply an assessment of the environmental changes that are likely to 
affect the organization so that a prediction can be made of the possible situations that may 
have to be dealt with in the future. The scenario may list a range of predictions so that different 
responses can be considered. The scenario is best based on systematic environmental scanning, 
possibly using the PEST approach (an assessment of the political, economic, social and tech-
nological factors that might affect the organization). The implications of these factors on the 
organization’s labour markets and what can be done about any human resource issues can 
then be considered.
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Demand forecasting

Demand forecasting is the process of estimating the future numbers of people required and 
the likely skills and competences they will need. The basis of the forecast is the annual budget 
and longer-term business plan, translated into activity levels for each function and department 
or decisions on ‘downsizing’. In a manufacturing company the sales budget would be trans-
lated into a manufacturing plan giving the numbers and types of products to be made in each 
period. From this information the number of hours to be worked by each skill category to 
make the quota for each period would be computed.

Details are required of any organization plans that would result in increased or decreased 
demands for employees, for example setting up a new regional organization, creating a new 
sales department, decentralizing a head offi ce function to the regions. Plans and budgets for 
reducing employment costs and their implications on the future numbers of people to be 
employed would also have to be considered.

The demand forecasting methods for estimating the numbers of people required are described 
below.

Managerial judgement

The most typical method of forecasting used is managerial judgement. This simply requires 
managers to sit down, think about their future workloads, and decide how many people they 
need. It might be done on a ‘bottom-up’ basis with line managers submitting proposals for 
agreement by senior management.

Alternatively, a ‘top-down’ approach can be used, in which company and departmental fore-
casts are prepared by top management, possibly acting on advice from the personnel depart-
ments. These forecasts are reviewed and agreed with departmental managers. A less directive 
approach is for top management to prepare planning guidelines for departmental managers, 
setting out the planning assumptions and the targets they should try to meet.

Perhaps the best way of using managerial judgement is to adopt both the ‘bottom-up’ and ‘top-
down’ approaches. Guidelines for departmental managers should be prepared that indicate 
broad company assumptions about future activity levels that will affect their departments. 
Targets are also set where necessary. Armed with these guidelines, departmental managers 
prepare their forecasts to a laid-down format. They are encouraged to seek help at this stage 
from the personnel or work study departments. Meanwhile, the personnel department, in con-
junction as necessary with planning and work study departments, prepares a company human 
resource forecast. The two sets of forecasts can then be reviewed by a human resource planning 
committee consisting of functional heads. This committee reconciles with departmental man-
agers any discrepancies between the two forecasts and submits the fi nal amended forecast to 
top management for approval. This is sometimes called the ‘right-angle method’.
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Ratio-trend analysis

Ratio-trend analysis is carried out by studying past ratios between, say, the number of direct 
(production) workers and indirect (support) workers in a manufacturing plant, and forecast-
ing future ratios, having made some allowance for changes in organization or methods. Activity 
level forecasts are then used to determine, in this example, direct labour requirements, and the 
forecast ratio of indirects to directs would be used to calculate the number of indirect workers 
needed.

Work study techniques

Work study techniques can be used when it is possible to apply work measurement to calculate 
how long operations should take and the number of people required. Work study techniques 
for direct workers can be combined with ratio-trend analysis to calculate the number of indi-
rect workers needed.

Forecasting skill and competence requirements

Forecasting skill and competence requirements is largely a matter of managerial judgement. 
This judgement should however be exercised on the basis of a careful analysis of the impact of 
projected product-market developments and the introduction of new technology, either infor-
mation technology or computerized manufacturing.

Supply forecasting

Supply forecasting measures the number of people likely to be available from within and 
outside the organization, having allowed for absenteeism, internal movements and promo-
tions, wastage and changes in hours and other conditions of work. The supply analysis covers 
the following areas.

Supply analysis areas

Existing number of people employed by occupation, skill and potential. •

Potential losses to existing resources through attrition (employee turnover). •

Potential changes to existing resources through internal promotions. •

Effect of changing conditions of work and absenteeism. •

Sources of supply from within the organization. •

Sources of supply from outside the organization in the national and local labour  •
markets.
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Forecast of future requirements

To forecast future requirements it is necessary to analyse the demand and supply forecasts to 
identify any defi cits or surpluses. The analysis can be made with the help of spreadsheets. It can 
be set out as follows:

1. Current number employed 70
2. Annual level of turnover 10%
3. Expected losses during year 7
4. Balance at end year 63
5. Number required at end year 75
6. Number to be obtained during year (5 � 4) 12

Action planning

Action plans are derived from the broad resourcing strategies and the more detailed analysis 
of demand and supply factors. However, the plans often have to be short term and fl exible 
because of the diffi culty of making fi rm predictions about human resource requirements in 
times of rapid change. The planning activities start with the identifi cation of internal resources 
available now or which could be made available through learning and development pro-
grammes. They continue with plans for increasing the attractiveness of working for the organ-
ization by developing an employer brand and an employee value proposition, taking steps to 
reduce employee turnover and absenteeism, and increasing employment fl exibility. Recruit-
ment plans, as described in Chapter 31, also need to be prepared.

Human resource planning – key learning points

Aims of human resource planning

Human resource planning aims to ensure 
that the organization has the number of 
people with the right skills needed to meet 
forecast requirements.

Human resource planning activities

Scenario planning, demand and supply 
forecasts, action planning.

Action planning

Action plans are derived from the broad 
resourcing strategies and the more detailed 
analysis of demand and supply factors.
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Questions

1. You have been asked to oppose the motion, ‘Human resource planning is impossible or 
at least a waste of time in a situation where the future is so unpredictable.’ Prepare your 
case, which should include evidence from your own experience or research.

2. From a PhD student conducting research on human resource planning: ‘Can you tell me 
whether your organization or any organization you know has constructed any human 
resource plans? If so, why and what do they look like, and if not, why not?’

3. From your manufacturing director: ‘What methods are available for me to forecast the 
future demand for skilled staff in my production departments? We have a pretty good 
idea of what the order book will look like over the next three years and can deploy some 
reasonably sophisticated operational planning procedures. All our operations have been 
work studied.’
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Key concepts and terms

Absence management •

Employee turnover •

Employer brand •

Employee turnover index •

Length of service analysis •

Survival rate •

The Bradford Factor •

Employee value proposition •

Employer of choice •

Half-life index •

Stability index •

On completing this chapter you should be able to defi ne these key concepts. 
You should also know about:

Learning outcomes

Measuring employee turnover •

Retention planning •

Absence management •

Estimating the cost of employee  •
turnover

Risk of leaving analysis •

Flexibility planning •
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Introduction

People resourcing is largely about recruitment and selection, talent and career management, 
introducing people to the organization, and releasing them from it, as covered in Chapters 31 
to 37. But there are six other resourcing activities, which are dealt with in this chapter, namely: 
developing an employee value proposition, creating an employer brand, analysing employee 
turnover, tackling retention problems, absence or attendance management, and achieving fl ex-
ibility in the use of people.

Employee value proposition

An organization’s employee value proposition consists of what an organization has to offer 
that prospective or existing employees would value and which would help to persuade them to 
join or remain with the business. It will include remuneration – which is important but can be 
over-emphasized compared with other elements. These non-fi nancial factors may be crucial in 
attracting and retaining people and include the attractiveness of the organization, the degree 
to which it acts responsibly, respect – diversity and inclusion, work–life balance and opportu-
nities for personal and professional growth.

The aim is to become ‘an employer of choice’, a fi rm people want to work for and stay with. The 
conclusions of Purcell et al (2003) on the basis of their research were as follows.

On being an employer of choice, Purcell et al (2003)

What seems to be happening is that successful fi rms are able to meet people’s 
needs both for a good job and to work ‘in a great place’. They create good work 
and a conducive working environment. In this way they become an ‘employer 
of choice’. People will want to work there because their individual needs are 
met – for a good job with prospects linked to training, appraisal and working 
with a good boss who listens and gives some autonomy but helps with coaching 
and guidance.
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Employer brand

The employee value proposition can be expressed as an employer brand, defi ned by Walker 
(2007) as ‘a set of attributes and qualities – often intangible – that make an organization dis-
tinctive, promise a particular kind of employment experience and appeal to people who will 
thrive and perform their best in its culture’. Employer branding is the creation of a brand 
image of the organization for prospective employees. It will be infl uenced by the reputation of 
the organization as a business or provider of services as well as its reputation as an employer.

Creating an employer brand

Analyse what ideal candidates need and want and take this into account in  •
deciding what should be offered and how it should be offered.

Establish how far the core values of the organization support the creation of an  •
attractive brand and ensure that these are incorporated in the presentation of 
the brand as long as they are ‘values in use’ (lived by members of the organiza-
tion) rather than simply espoused.

Defi ne the features of the brand on the basis of an examination and review of  •
each of the areas that affect the perceptions of people about the organization as 
‘a great place to work’ – the way people are treated, the provision of a fair deal, 
opportunities for growth, work–life balance, leadership, the quality of manage-
ment, involvement with colleagues and how and why the organization is 
successful.

Benchmark the approaches of other organizations (the  • Sunday Times list of the 
100 best companies to work for is useful) to obtain ideas about what can be 
done to enhance the brand.

Be honest and realistic. •

Employee turnover

Employee turnover (sometimes known as ‘labour turnover, ‘wastage’ or ‘attrition’) is the rate 
at which people leave an organization. It can be disruptive and costly. The CIPD (2008a) survey 
of recruitment, retention and turnover found that the average rate of turnover (the number 
leaving as a percentage of the number employed) in the UK was 17.3 per cent. It is necessary 
to measure employee turnover and calculate its costs in order to forecast future losses for 
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planning purposes and to identify the reasons that people leave the organization. Plans can 
then be made to attack the problems causing unnecessary turnover and to reduce costs. There 
are a number of different methods of measuring turnover, as described below.

Employee turnover index

The employee turnover index as set out below (sometimes referred to as the employee or 
labour wastage index) is the traditional formula for measuring turnover:

Number of leavers in a specified period (usually 1 year)

Average number of employees during the same period
× 100

This method is in common use because it is easy to calculate and to understand. It is a simple 
matter to work out that if last year 30 out of an average force of 150 employees left (20 per cent 
turnover), and this trend continues, then the company will have to recruit 108 employees 
during the following year to increase and to hold the workforce at 200 in that year (50 extra 
employees, plus 40 to replace the 20 per cent wastage of the average 200 employees employed, 
plus 18 to replace wastage of the 90 recruits).

This formula may be simple to use, but it can be misleading. The main objection is that the 
percentage may be infl ated by the high turnover of a relatively small proportion of the work-
force, especially in times of heavy recruitment. Thus, a company employing 1,000 people 
might have had an annual wastage rate of 20 per cent, meaning that 200 jobs had become 
vacant during the year. But this could have been spread throughout the company, covering all 
occupations and long- as well as short-service employees. Alternatively, it could have been 
restricted to a small sector of the workforce – only 20 jobs might have been affected although 
each of these had to be fi lled 10 times during the year. These are totally different situations, and 
unless they are understood, inaccurate forecasts would be made of future requirements and 
inappropriate actions would be taken to deal with the problem. The turnover index is also 
suspect if the average number of employees upon which the percentage is based is unrepre-
sentative of recent trends because of considerable increases or decreases during the period in 
the numbers employed.

Stability index

The stability index is considered by many to be an improvement on the turnover index. The 
formula is:

Number of 1 year’s service or more

Number employed 1 year ago
× 100
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This index provides an indication of the tendency for longer-service employees to remain with 
the company, and therefore shows the degree to which there is a continuity of employment. 
But this too can be misleading because the index will not reveal the vastly different situations 
that exist in a company or department with a high proportion of long-serving employees in 
comparison with one where the majority of employees are short service.

Survival rate

The survival rate is the proportion of employees who are engaged within a certain period who 
remain with the organization after so many months or years of service. Thus, an analysis of a 
cohort of trainees who have completed their training might show that after two years, 10 of the 
original trainees were still with the company, a survival rate of 50 per cent.

The distribution of losses for each entry group, or cohort, can be plotted in the form of a sur-
vival curve, as shown in Figure 30.1.
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Figure 30.1 A survival curve

The basic shape of this curve has been found to be similar in many situations, although the 
peak of the curve may occur further along the time scale and/or may be lower when it relates 
to more highly skilled or trained entry cohorts. An example of a survival rate analysis is shown 
in Table 30.1. This indicates that half the number of recruits in any one year may be lost over 
the next fi ve years, unless something can be done about the factors causing wastage.
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Table 30.1 A survival rate analysis

Entry 
cohort

Original 
number

Number surviving to end of year after engagement

Year 1 Year 2 Year 3 Year 4 Year 5

A 40 35 28 26 22 20

B 32 25 24 19 18 17

C 48 39 33 30 25 23

D 38 32 27 24 22 19

E 42 36 30 26 23 21

Total 200 167 142 125 110 100

Average 
survival 
rate

100% 83% 71% 62% 55% 50%

Half-life index

A simpler concept derived from survival rate analysis is that of the half-life index, which is 
defi ned as the time taken for a group or cohort of starters to reduce to half its original size 
through the wastage process (fi ve years in the above example). Comparisons can then be made 
for successive entry years or between different groups of employees to show where action may 
have to be taken to counter undesirable wastage trends.

Leavers’ length of service analysis

This disadvantage of the stability index may be partly overcome if an analysis is also made of 
the average length of service of people who leave, as in Table 30.2.

This analysis is still fairly crude, because it deals only with those who leave. A more refi ned 
analysis would compare for each service category the numbers leaving with the numbers 
employed. If, in the example shown, the total numbers employed with less than three months’ 
service were 80 and the total with more than fi ve years’ were 80, the proportion of leavers in 
each category would be, respectively, 35 per cent and 14 per cent – more revealing fi gures.



Table 30.2 Leavers’ length of service analysis

Occupation Leavers by length of service Total 
number 
leaving

Average 
number 

employed

Index of 
employee 
turnover 

%
Less than 
3 months

3–6 
months

6 
months– 

1 year

1–2
years

3–5
years

5 or more 
years

A 5 4 3 3 2 3 20 220 9

B 15 12 10 6 3 4 50 250 20

C 8 6 5 4 3 4 30 100 30

Totals 28 22 18 13 8 11 100 570 18
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Choice of measurement

It is diffi cult to avoid using the conventional employee (labour) turnover index as the easiest 
and most familiar of all methods of measurement. But it needs to be supplemented with some 
measure of stability: an analysis of turnover or wastage as part of a human resource planning 
exercise requires detailed information on the length of service of leavers to identify problem 
areas and to provide a foundation for supply forecasts.

The cost of employee turnover

The cost of employee turnover can be considerable. The CIPD 2008(a) survey established on a 
small sample that the average cost per employee was £5,800, rising to £20,000 for senior man-
agers or directors.

Cost estimates are useful as means of backing up a business case for taking action to reduce 
turnover. The following factors should be considered when calculating costs.

Factors affecting the cost of employee turnover

Direct cost of recruiting replacements (advertising, interviewing, testing, etc). •

Direct cost of introducing replacements (induction cost). •

Direct cost of training replacements in necessary skills. •

Leaving costs – payroll and HR administration. •

Opportunity cost of time spent by HR and line managers in recruitment, induc- •
tion and training.

Loss of output from those leaving before they are replaced. •

Loss of output because of delays in obtaining replacements. •

Loss of output while new starters are on their learning curves acquiring the nec- •
essary knowledge and skills.

Research by Phillips (1990) found that the ‘visible’, ie direct, costs of recruitment accounted for 
only 10 to 15 per cent of total costs. By far the highest costs were associated with the ineffi cien-
cies arising while the post was vacant (33 per cent) and the ineffi ciency of new workers (32 per 
cent). On average, 12.5 months were required for executives to be comfortable in a new posi-
tion and 13.5 months were required for a new employee to achieve maximum effi ciency.
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Retention planning

The turnover of key employees can have a disproportionate impact on the business. The people 
organizations wish to retain are often the ones most likely to leave. It was claimed by Reed 
(2001) that: ‘Every worker is fi ve minutes away from handing in his or her notice, and 150 
working hours away from walking out of the door to a better offer. There is no such thing as a 
job for life and today’s workers have few qualms about leaving employers for greener pastures.’ 
Concerted action is required to retain talented people but there are limits to what any organi-
zation can do. It is also necessary to encourage the greatest contribution from existing talent 
and to value them accordingly.

Factors affecting retention

Retention strategies should be based on an understanding of the factors that affect whether or 
not employees leave or stay. For early-career employees (30 years and under) career advance-
ment is signifi cant. For mid-career employees (age 31–50) the ability to manage their careers 
and satisfaction from their work are important. Late-career employees (over 50) will be inter-
ested in security. It is also the case that a younger workforce will change jobs and employers 
more often than an older workforce, and workforces with a lot of part-timers are less stable 
than those with predominately full-time staff. The other factors that affect retention are:

company image; •

recruitment, selection and deployment; •

leadership – ‘employees join companies and leave managers’; •

learning opportunities; •

performance recognition and rewards. •

A study by Holbeche (1998) of high fl yers found that the factors that aided the retention and 
motivation of high performers included providing challenge and achievement opportunities 
(eg assignments), mentors, realistic self-assessment and feedback processes.

Basis of the retention strategy

A retention strategy takes into account the retention issues the organization is facing and sets 
out ways in which these issues can be dealt with. This may mean accepting the reality, as men-
tioned by Cappelli (2000), that the market, not the company will ultimately determine the 
movement of employees. Cappelli believes that it may be diffi cult to counter the pull of the 
market – ‘you can’t shield your people from attractive opportunities and aggressive recruiters’. 
He suggests that: ‘The old goal of HR management – to minimize overall employee turnover 



504 People Resourcing

– needs to be replaced by a new goal: to infl uence who leaves and when.’ This, as proposed by 
Bevan et al (1997), could be based on risk analysis to quantify the seriousness of losing key 
people or of key posts becoming vacant.

Risk of leaving analysis

Risk analysis can be carried out by initially identifying potential risk areas – the key people 
who may leave and for each of them, as individuals or groups:

1. Estimate the likelihood of this occurring.

2. Estimate how serious the effects of a loss would be on the business.

3. Estimate the ease with which a replacement could be made and the replacement costs.

Each of the estimates could be expressed on a scale, say: very high, high, medium, low, very low. 
An overview of the ratings under each heading could then indicate where action may need to 
be taken to retain key people or groups of people.

Analysis of reasons for leaving

Risk analysis provides specifi c information on areas for concern. Reasons for leaving can be 
amongst the following.

Possible reasons for leaving

More pay. •

Better prospects (career move). •

More security. •

More opportunity to develop skills. •

Unable to cope with job. •

Better working conditions. •

Poor relationships with manager/team leader. •

Poor relationships with colleagues. •

Bullying or harassment. •

Personal – pregnancy, illness, moving away from area, etc. •
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Some indication of the reasons for leaving, and therefore where action needs to be taken, can 
be provided by exit interviews, but they are fallible. More reliance can be placed on the results 
of attitude or opinion surveys to identify any areas of dissatisfaction. The retention plan should 
propose actions that would focus on each of the areas in which lack of commitment and dis-
satisfaction can arise.

Areas for action

Depending on the outcome of the risk analysis and the overall assessment of reasons for 
leaving, the possible actions that can be taken are as follows.

Possible actions to deal with employee turnover problems

Deal with uncompetitive, inequitable or unfair pay systems. But as Cappelli (2000)  •
points out, there is a limit to the extent to which people can be bribed to stay.

Design jobs to maximize skill variety, task signifi cance, autonomy, control over work  •
and feedback, and ensure that they provide opportunities for learning and growth. 
Some roles can be ‘customized’ to meet the needs of particular individuals.

Develop commitment to the work (job engagement) not only through job  •
design but also by organizing work around projects with which people can iden-
tify more readily than the company as a whole.

Encourage the development of social ties within the company. In the words of Cappelli  •
(2000), ‘loyalty to companies may be disappearing but loyalty to colleagues is not’.

Ensure that selection and promotion procedures match the capacities of indi- •
viduals to the demands of the work they have to do. Rapid turnover can result 
simply from poor selection or promotion decisions.

Reduce the losses of people who cannot adjust to their new job – the ‘induction crisis’  •
– by giving them proper training and support when they join the organization.

Take steps to improve work–life balance by developing policies including fl exi- •
ble working that recognize the needs of employees outside work.

Eliminate as far as possible unpleasant working conditions or the imposition of  •
too much stress on employees.

Select, brief and train managers and team leaders so that they appreciate the  •
positive contribution they can make to improving retention by the ways in 
which they lead their teams. Bear in mind that people often leave their managers 
rather than their organization.

Ensure that policies for controlling bullying and harassment exist and are applied. •
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Absence management

Absence management is the development and application of policies and procedures designed 
to reduce levels of absenteeism. The CIPD (2008c) report on absence management revealed 
that on average employers lose eight working days for each member of staff per year and 
average sickness absence costs employers £666 per employee per year. Something has to be 
done about it. This means understanding the causes of absence, and adopting comprehensive 
absence management (or more positively, attendance management) policies, measuring 
absence and implementing procedures for the management of short- and long-term absence.

Causes of absence

The causes of absence have been analysed by Huczynski and Fitzpatrick (1989) under three 
headings: job situation factors, personal factors and attendance factors.

Job situation factors

Job situation factors include:

Job scope – a high degree of task repetitiveness is associated with absenteeism, although  •
job satisfaction itself is a contributory rather than a primary cause of absence.

Stress – it is estimated that 40 million working days are lost each year in the UK through  •
stress. This can be attributed to work load, poor working conditions, shift work, role 
ambiguity or confl ict, relationships and organizational climate.

Frequent job transfers increase absenteeism. •

Management style – the quality of management, especially that of immediate supervi- •
sors, affects the level of absenteeism.

Physical working conditions. •

Work group size – the larger the organization the higher the absence rate. •

Personal factors

Employee values – for some workers, doing less work for the same reward improves the  •
deal made with the employer (the effort–reward bargain). The following positive out-
comes of absence have been shown by research to be particularly important to employ-
ees: break from routine, leisure time, dealing with personal business and a break from 
co-workers.

Age – younger employees are more frequently absent than older ones. •

Sex – women are more prone to sickness absence than men. •
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Personality – some people are absence-prone (studies have noted that between 5 and 10  •
per cent of workers account for about half of the total absence, while a few are never 
absent at all).

Attendance factors

Attendance factors include:

Reward systems – as pay increases attendance improves. •

Sick pay schemes may increase absenteeism. •

Work group norms can exert pressure for or against attendance. •

Absence policies

Absence policies should cover:

methods of measuring absence; •

setting targets for the level of absence; •

deciding on the level of short-term absence that would trigger action, possibly using  •
the Bradford Factor, as explained below;

the circumstances in which disciplinary action might be taken; •

what employees must do if they are unable to attend work; •

sick pay arrangements; •

provisions for the reduction and control of absence such as return-to-work  •
interviews;

other steps that can be taken to reduce absence such as fl exible working patterns. •

Recording and measuring absence

As a basis for action, absence levels need to be recorded so that they can be measured and mon-
itored against targets for maintaining absence at a certain level or reducing absenteeism.

An HR information system (HRIS) can provide the best means of recording absenteeism. If a 
self-service approach is in place, managers and team leaders can have direct access to absence 
records showing the incidence of absenteeism (number and lengths of absence). These data 
can be consolidated for use by HR in compiling absence statistics and monitoring against 
targets.

The most common measurement is the percentage of time available that has been lost due to 
absence.
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The Bradford Factor

Another increasingly popular measure is the so-called ‘Bradford Factor’. This index identifi es 
persistent short-term absence by measuring the number and duration of spells of absence. Its 
exact origin is a mystery, although IDS (2007b) believes that it has some connection with 
Bradford University’s School of Management. It is calculated using the formula S × S × D = 
Bradford points score, where S is the number of occasions of absence in the last 52 weeks and 
D is the total number of days’ absence in the last 52 weeks. Thus, for employees with a total of 
14 days’ absence in a 52 week period, the Bradford score can vary enormously depending on 
the number of occasions involved. For example:

 one absence of 14 days is 14 points, ie 1 × 1 × 14

 seven absences of two days each is 686 points, ie 7 ×7 × 14

 14 absences of one day each is 2,744 points, ie 14 × 14 × 14

The Bradford index can be used as a trigger to initiate action. It is typically set at 250 points so 
that action would be triggered if, for example, there had been 10 days absence over fi ve spells, 
or seven days over six spells.

Controlling short-term absence

Short-term absence can be controlled by the following actions.

Controlling short-term absence

Return-to-work interviews conducted by line managers, which can identify  •
problems at an early stage and provide an opportunity for a discussion on ways 
of reducing absence.

Use of trigger mechanisms such as the Bradford Factor to review attendance. •

Invoking disciplinary procedures for unacceptable absence levels. •

Training line managers in methods of controlling absence, including return-to- •
work interviews.

Extending the scope for fl exible working. •

Managing long-term absence

CIPD (2007c) research has shown that absence of eight days or more accounts for almost 40 
per cent of the time lost through absence, and absence of four weeks or more accounts for 
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about one-fi fth. The best way to manage long-term absence is to keep in contact with employ-
ees by letter, telephone or visits to discuss the situation and, where possible, plan the return to 
work. This plan may include modifi ed working hours or a modifi ed role for a period.

Flexibility planning

Flexibility planning involves taking a radical look at traditional employment patterns. This 
means considering the scope for more fl exible working based on multi-skilling, developing a 
‘fl exible fi rm’ by identifying and employing core and peripheral employees, including the use 
of sub-contracting and outsourcing, and introducing more fl exible working arrangements 
including job sharing, homeworking and teleworking, fl exible hours, and overtime and shift 
working. The aim of fl exibility planning is to provide for greater operational fl exibility, improve 
the utilization of employees’ skills and capacities, increase productivity and reduce employ-
ment costs.

Multi-skilling

Multi-skilling takes place when workers acquire through experience and training a range of 
different skills they can apply when carrying out different tasks (multi-tasking). This means 
that they can be used fl exibly, transferring from one task to another as the occasion demands. 
A multi-skilling strategy will involve providing people with a variety of experience, through, 
for example, job rotation and secondments, and making arrangements for them to acquire 
new skills through training. It typically includes setting up fl exible work teams, the members 
of which can be deployed on all or many of the tasks the team is there to carry out. This can 
lead to the establishment of a fl exible employee resourcing policy that enables the organization 
to redeploy people rapidly to meet new demands. This implies abandoning the traditional job 
description that rigidly prescribes the tasks to be carried out and replacing it with a role profi le 
that indicates the range of knowledge and skills the role holder needs to possess to fulfi l role 
expectations, which include fl exible working.

Core and peripheral employees

The fi rst step is to identify the ‘core’ of permanent employees who are essential to the conduct 
of the organization’s business. The core may include managers, team leaders, professional staff, 
knowledge workers and technicians and other workers with relevant key skills. Employees in 
this core group need to be fl exible and adaptable. The group may mainly consist of full-time 
workers but core workers could be part-time.

Having identifi ed the core group, the next step is to make the peripheral arrangements. These 
can include the use of temporary workers and sub-contracting work to other fi rms. The 
numbers of temporary staff can be increased or reduced to match fl uctuations in the level of 
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business activity or to cover peaks. Outsourcing of activities such as recruitment, training and 
payroll administration can increase operational fl exibility by allowing organizations easily to 
adjust the amount of work outsourced as situations change.

Job sharing

This is an arrangement whereby two employees share the work of one full-time position, divid-
ing pay and benefi ts between them according to the time each works. Job sharing can involve 
splitting days or weeks or, less frequently, working alternate weeks. The advantages of job 
sharing include reduced employee turnover and absenteeism because it suits the needs of indi-
viduals. Greater continuity results because if one half of the job sharing team is ill or leaves, the 
sharer will continue working for at least half the time. Job sharing also means that a wider 
employment pool can be tapped for those who cannot work full time but want permanent 
employment. The disadvantages are the administrative costs involved and the risk of respon-
sibility being divided.

Homeworking

Home-based employees can carry out such roles as consultants, analysts, designers or pro-
grammers, or undertake various kinds of administrative work. The advantages are fl exibility to 
respond rapidly to fl uctuations in demand, reduced overheads and lower employment costs if 
the homeworkers are self-employed (care, however, has to be taken to ensure that they are 
regarded as self-employed for income tax and national insurance purposes).

Teleworking

This involves people working at home with a terminal linked to the main company or net-
worked with other outworkers. Its aim is to achieve greater fl exibility, rapid access to skills and 
the retention of skilled employees who would otherwise be lost to the company. Teleworkers 
can be used in a number of functions such as marketing, fi nance and management services. 
The arrangement does, however, depend for its success on the involvement and education of 
all employees (full-time and teleworkers), the careful selection and training of teleworkers, 
allocating adequate resources to them and monitoring the operation of the system.

Flexible hours arrangements

Flexible hours arrangements can be included in the fl exibility plan in one or more of the fol-
lowing ways:

fl exible daily hours – these may follow an agreed pattern day by day according to typical  •
or expected workloads (eg fl exitime systems);
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fl exible weekly hours – providing for longer weekly hours to be worked at certain peak  •
periods during the year;

fl exible daily and weekly hours – varying daily or weekly hours or a combination of  •
both to match the input of hours to achieve the required output. Such working times, 
unlike daily or weekly arrangements, may fl uctuate between a minimum and a 
maximum;

compressed working weeks in which employees work fewer than the fi ve standard  •
days;

annual hours – scheduling employee hours on the basis of the number of hours to be  •
worked, with provisions for the increase or reduction of hours in any given period, 
according to the demand for goods or services.

Overtime and shift arrangements

A fl exibility plan can contain proposals to reduce overtime costs by the use of fl exible hours, 
new shift arrangements (eg twilight shifts), time off in lieu and overtime limitation agree-
ments. The reduction of overtime is often catered for in formal productivity deals, which 
include a quid pro quo in the form of increased pay for the elimination of overtime payments 
and the introduction of fl exible work patterns.

People resourcing practice – key learning points

Measuring employee turnover

It is necessary to measure employee turno-
ver and calculate its costs in order to fore-
cast future losses for planning purposes and 
to identify the reasons that people leave the 
organization. Plans can then be made to 
tackle the problems causing unnecessary 
turnover and to reduce costs. The methods 
available are: employee turnover index, 
half-life index, length of service analysis, 
stability index, and survival rate.

Estimating the cost of employee 
turnover

Direct cost of recruiting replacements. •

Direct cost of introducing replace- •
ments.

Direct cost of training replacements. •

Leaving costs. •

Opportunity cost of time spent by  •
HR and line managers in recruit-
ment, etc.

Loss of output. •

Retention planning

Retention strategies should be based on an 
understanding of the factors that affect 
whether or not employees leave or stay.
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People resourcing practice – key learning points

Risk of leaving analysis

More pay. •

Better prospects (career move). •

More security. •

More opportunity to develop skills. •

Unable to cope with job. •

Better working conditions. •

Poor relationships with manager/ •
team leader.

Poor relationships with colleagues. •

Bullying or harassment. •

Personal – pregnancy, illness,  •
moving away from area, etc.

Absence policy areas

Methods of measuring absence. •

Setting targets for the level of  •
absence.

Deciding on the level of short-term  •
absence that would trigger action, 
possibly using the Bradford Factor.

The circumstances in which disci- •
plinary action might be taken.

What employees must do if they are  •
unable to attend work.

Sick pay arrangements. •

Provisions for the reduction and  •
control of absence such as return-
to-work interviews.

Other steps that can be taken to  •
reduce absence such as fl exible 
working patterns.

Flexibility planning

Flexibility planning involves taking a radical 
look at traditional employment patterns. 
This means:

considering the scope for more fl ex- •
ible working based on multi-
skilling.

Developing a ‘fl exible fi rm’ by iden- •
tifying and employing core and 
peripheral employees, including the 
use of sub-contracting and out-
sourcing.

Introducing more fl exible working  •
arrangements, including job sharing, 
homeworking and teleworking, fl ex-
ible hours, and overtime and shift 
working.

Questions

1. From the chief executive to the HR director: ‘What can we do to ensure that we are an 
employer of choice?’
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Questions (continued)

2. From the personnel and development course tutor at your local further education 
college: ‘I should be most grateful if you would give a brief talk (20 minutes or so) to our 
People Resourcing students on the issues relating to developing an employer value prop-
osition and an employee brand.’ Prepare an outline of the talk.

3. From your HR director: ‘We have always measured employee turnover using the tradi-
tional labour turnover index. What are its advantages and disadvantages? Are there any 
better alternatives?’

4. From your managing director: ‘I note from your last report that employee turnover is 
increasing. This must be costly. How can we estimate just what that cost is to provide a 
business case for corrective action?’

5. From the operations director: ‘Our levels of absence are going through the roof. What 
can we do to ensure that our line managers keep it more under control?’



31
Recruitment and Selection

Key concepts and terms

Biodata •

Person specifi cation •

Recruitment process outsourcing  •
(RPO)

Selection •

Knowledge, skills and abilities  •
(KSAs)

Recruitment •

Role profi le •

On completing this chapter you should be able to defi ne these key concepts. 
You should also know about:

Learning outcomes

Defi ning requirements •

Analysing recruitment strengths  •
and weaknesses

Identifying sources of candidates •

Online recruitment •

Using recruitment consultants •

References and offers •

Recruitment planning •

Analysing the requirement •

Advertising •

Using agencies and job centres •

Selection methods •

514 
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Introduction

Recruitment is the process of fi nding and engaging the people the organization needs. Selection 
is that part of the recruitment process concerned with deciding which applicants or candidates 
should be appointed to jobs.

The recruitment and selection process

The four stages of recruitment and selection are as follows.

Recruitment and selection stages

1. Defi ning requirements – preparing role profi les and person specifi cations; decid-
ing terms and conditions of employment.

2. Planning recruitment campaigns.

3. Attracting candidates – reviewing and evaluating alternative sources of applicants, 
inside and outside the company: advertising, e-recruiting, agencies and 
consultants.

4. Selecting candidates – sifting applications, interviewing, testing, assessing candi-
dates, assessment centres, offering employment, obtaining references; preparing 
contracts of employment.

Defi ning requirements

The number and categories of people required may be set out in formal human resource or 
workforce plans from which are derived detailed recruitment plans More typically, require-
ments are expressed in the form of ad hoc demands for people because of the creation of new 
posts, expansion into new activities or areas, or the need for a replacement. These short-term 
demands may put HR under pressure to deliver candidates quickly.

Requirements are set out in the form of job descriptions or role profi les and person specifi ca-
tions. These provide the information required to draft advertisements, post vacancies on the 
internet, brief agencies or recruitment consultants, and assess candidates by means of inter-
views and selection tests.
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Role profi les for recruitment purposes

Role profi les, as described in Chapter 26, defi ne the overall purpose of the role, its reporting 
relationships and the key result areas. They may also include a list of the competencies required. 
These will be technical competencies (knowledge and skills) and any specifi c behavioural com-
petencies attached to the role. The latter would be selected from the organization’s competency 
framework and modifi ed as required to fi t the demands made on role holders. For recruiting 
purposes, the profi le is extended to include information on terms and conditions (pay, benefi ts 
and hours of work), special requirements such as mobility, travelling or unsocial hours, and 
learning, development and career opportunities. The recruitment role profi le provides the 
basis for a person specifi cation.

Person specifi cation

A person specifi cation, also known as a recruitment or job specifi cation, defi nes the knowl-
edge, skills and abilities (KSAs) required to carry out the role and the education, training, 
qualifi cations and experience needed to acquire the necessary KSAs. A person specifi cation can 
be set out under the following headings:

Person specifi cation headings

Knowledge – what the individual needs to know to carry out the role. •

Skills and abilities – what the individual has to be able to do to carry out the role. •

Behavioural competencies – the types of behaviour required for successful perform- •
ance of the role. These should be role-specifi c, ideally based on an analysis of 
employees who are carrying out their roles effectively. The behaviours should also 
be linked to the core values and competency framework of the organization to help 
in ensuring that candidates will fi t and support the organization’s culture. As 
reported by Purcell et al (2003), companies such as Selfridges take great care to 
develop specifi cations that defi ne the behaviours required and to use selection tech-
niques that provide for cultural fi t between the individual and the organization.

Qualifi cations and training – the professional, technical or academic qualifi ca- •
tions required or the training that the candidate should have undertaken.

Experience – the types of achievements and activities that would be likely to  •
predict success.

Specifi c demands – anything that the role holder will be expected to achieve in  •
specifi ed areas, eg develop new markets or products, improve sales, productivity 
or levels of customer service, introduce new systems or processes.

Special requirements – travelling, unsocial hours, mobility, etc. •
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Alternatively, one or other of the traditional but well-tested classifi cation schemes developed 
as the framework for interviews could be used.

Table 31.1 Person specifi cation classifi cation schemes

Seven-point plan (Rodger, 1952) Five-fold grading scheme (Munro-Fraser, 
1954)

1. physical make-up – health, physique, 
appearance, bearing and speech

2.  attainments – education, qualifi cations, 
experience

3.  general intelligence – fundamental intel-
lectual capacity

4.  special aptitudes – mechanical, manual 
dexterity, facility in the use of words or 
fi gures

5.  interests – intellectual, practical, con-
structional, physically active, social, 
artistic

6.  disposition – acceptability, infl uence over 
others, steadiness, dependability, self-
reliance

7.  circumstances – availability, mobility, etc

1. impact on others – physical make-up, 
appearance, speech and manner

2. acquired qualifi cations – education, voca-
tional training, work experience

3. innate abilities – natural quickness of 
comprehension and aptitude for 
learning

4. motivation – the kinds of goals set by the 
individual, his or her consistency and 
determination in following them up, 
and success in achieving them

5. adjustment – emotional stability, ability 
to stand up to stress and ability  
to get on with people

The biggest danger to be avoided at this stage is that of overstating the requirements. Perhaps 
it is natural to go for the best, but setting an unrealistically high level for candidates increases 
the problems of attracting applicants and results in dissatisfaction among recruits when they 
fi nd their talents are not being used. Understating requirements can, of course, be equally dan-
gerous, but it happens less frequently.

The competencies defi ned in the role profi le form a fundamental feature of the selection 
process which, rightly, becomes more of a person-based than a job-based approach. They are 
used as the basis for structured interviews (see Chapter 32) and provide guidance on which 
selection techniques such as psychological testing or assessment centres are most likely to be 
useful.
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The advantages of a competency-based approach have been summarized by Wood and Payne 
(1998) as follows:

it increases the accuracy of predictions about suitability; •

it facilitates a closer match between the person’s attributes and the demands of the job; •

it helps to prevent interviewers making ‘snap’ judgements; •

it can underpin the whole range of recruitment techniques – application forms, inter- •
views, tests and assessment centres.

An example of the key competencies parts of a person specifi cation for an HR recruitment 
specialist is given in Figure 31.1.

1 Knowledge of:

• all aspects of recruitment
• sources of recruits
• different media for use in recruiting
• relevant test instruments (OPQ qualifi ed)

2 Skills in: 

• interviewing techniques
• test administration
• role analysis

3 Behavioural competencies:

• able to relate well to others and use interpersonal skills to achieve desired objectives
• able to infl uence the behaviour and decisions of people on matters concerning recruitment and other HR or 

individual issues
• able to cope with change, to be fl exible and to handle uncertainty
• able to make sense of issues, identify and solve problems and ‘think on one’s feet’
• focus on achieving results
• able to maintain appropriately directed energy and stamina, to exercise self-control and to learn new behaviours
• able to communicate well, orally and on paper

Figure 31.1 Competency-based person specifi cation for a recruitment specialist

Recruitment planning

A recruitment plan will cover:

the number and types of employees required to cater for expansion or new develop- •
ments and make up for any defi cits;

the likely sources of candidates; •

plans for tapping alternative sources; •

how the recruitment programme will be conducted. •
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Attracting candidates

The fi rst step in attracting candidates is to analyse recruitment strengths and weaknesses. The 
outcome of this analysis can be used to develop an employee value proposition and employer 
brand.

Analyse recruitment strengths and weaknesses

Attracting candidates is primarily a matter of identifying, evaluating and using the most appro-
priate sources of applicants. However, in cases where diffi culties in attracting or retaining can-
didates are being met or anticipated, it may be necessary to carry out a preliminary study of 
the factors that are likely to attract or repel candidates – the strengths and weakness of the 
organization as an employer. The study could make use of an attitude survey to obtain the 
views of existing employees.

The analysis of strengths and weaknesses should cover such matters as the national or local 
reputation of the organization, pay, employee benefi ts and working conditions, the intrinsic 
interest of the job, security of employment, opportunities for education and training, career 
prospects, and the location of the offi ce or plant. These need to be compared with the compe-
tition so that a list of what are, in effect, selling points, can be drawn up as in a marketing exer-
cise, in which the preferences of potential customers are compared with the features of the 
product so that those aspects that are likely to provide the most appeal to the customers can be 
emphasized. The analysis can show where the organization needs to improve as an employer if 
it is to attract more or better candidates and to retain those selected.

Candidates are, in a sense, selling themselves, but they are also buying what the organization 
has to offer. If, in the latter sense, the labour market is a buyer’s market, then the company that 
is selling itself to candidates must study their wants and needs in relation to what it can provide. 
The study can be used to develop an employee value proposition and an employee brand 
incorporating the features set out above and described in Chapter 30. They can help in the 
preparation of a better image of the organization for use on corporate websites and in adver-
tisements, brochures or interviews.

Analyse the requirement

First it is necessary to establish how many jobs have to be fi lled and by when. Then turn to an 
existing role profi le and person specifi cation or, if not available or out of date, draw up new 
ones that set out information on responsibilities and competency requirements. This informa-
tion can be analysed to determine the required education, qualifi cations and experience.

The next step is to consider where suitable candidates are likely to come from; the companies, 
jobs or education establishments they are in; and the parts of the country where they can be 
found. Next, defi ne the terms and conditions of the job (pay and benefi ts).
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Finally, refer to the analysis of strengths and weaknesses to assess what is likely to attract good 
candidates to the job or the organization so the most can be made of these factors when adver-
tising the vacancy or reaching potential applicants in other ways. Consider also what might put 
them off, for example the location of the job, so that objections can be anticipated. Analyse 
previous successes or failures to establish what does or does not work.

Identify sources of candidates

First, consideration should be given to internal candidates. It may also be worth trying to per-
suade former employees to return to the organization or obtain suggestions from existing 
employees (referrals). If these approaches do not work the main sources of candidates are 
advertising, online recruiting, agencies and job centres, consultants, recruitment process out-
sourcing providers and direct approaches to educational establishments.

The 2008 CIPD survey of recruitment, retention and turnover found that 78 per cent used 
recruitment agencies, 75 per cent used their own corporate website, 75 per cent used local 
newspaper advertisements and 62 per cent used specialist journals (CIPD, 2008a).

There is usually a choice between different methods or combinations of them. The criteria to 
use when making the choice are, 1) the likelihood that it will produce good candidates, 2) the 
speed with which the choice enables recruitment to be completed, and 3) the costs involved, 
bearing in mind that there may be direct advertising costs or consultants’ fees.

Advertising

Advertising has traditionally been the most obvious method of attracting candidates and it is 
still important, although many organizations are outsourcing recruitment to agencies or con-
sultants or using online recruitment, as was revealed in the CIPD (2008a) survey. A conven-
tional advertisement will have the following aims.

Aims of an advertisement

Generate candidates – attract a suffi cient number of good candidates at  •
minimum cost.

Attract attention – it must compete for the attention of potential candidates  •
against other employees.

Create and maintain interest – it has to communicate in an attractive and inter- •
esting way information about the job, the company and the terms and condi-
tions of employment.

Stimulate action – the message needs to be conveyed in a way that will prompt a suf- •
fi cient number of replies from candidates with the right qualifi cations for the job.
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To achieve these aims, it is necessary to carry out the actions set out below.

Decide on whether or not to use an advertising agency

When planning a campaign or recruiting key people, there is much to be said for using an 
advertising agency. An agency can provide expertise in producing eye-catching headlines and 
writing good copy. It can devise an attractive house style that promotes the employer brand 
and prepare layouts that make the most of the text, the logo and any ‘white space’ round the 
advertisement. Moreover, it can advise on ways of achieving visual impact by the use of illus-
trations and special typographical features. Finally, an agency can advise on media, help in 
response analysis and take up the burden of preparing and placing advertisements.

The following steps should be taken when choosing an advertising agency:

check its experience in handling recruitment advertising; •

see examples of its work; •

check with clients on the level of service provided; •

meet the staff who will work on the advertisements; •

check the fee structure; •

discuss methods of working. •

Write the copy

A recruitment advertisement should start with a compelling headline and then contain infor-
mation on the following.

Information in a recruitment advertisement

The organization. •

The job. •

The person required – qualifi cations, experience, etc. •

The pay and benefi ts offered. •

The location. •

The action to be taken. •

The headline is all important. The simplest and most obvious approach is to set out the job 
title in bold type. To gain attention, it is advisable to quote the rate of pay and key benefi ts such 
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as a company car. Applicants are suspicious of clauses such as ‘salary will be commensurate 
with age and experience’ or ‘salary negotiable’. This often means either that the salary is so low 
that the company is afraid to reveal it, or that pay policies are so incoherent that the company 
has no idea what to offer until someone tells them what he or she wants.

The name of the company should be given. Do not use box numbers – if you want to be anon-
ymous, use a consultant. Add any selling points, such as growth or diversifi cation, and any 
other areas of interest to potential candidates, such as career prospects. The essential features 
of the job should be conveyed by giving a brief description of what the job holder will do and, 
as far as space permits, the scope and scale of activities. Create interest in the job but do not 
oversell it.

The qualifi cations and experience required should be stated as factually as possible. There is no 
point in overstating requirements and seldom any point in specifying exactly how much expe-
rience is wanted. This will vary from candidate to candidate and the other details about the job 
and the rate of pay should provide them with enough information about the sort of experience 
required. Be careful about including a string of personal qualities such as drive, determination, 
and initiative. These have no real meaning to candidates. Phrases such as ‘proven track record’ 
and ‘successful experience’ are equally meaningless. No one will admit to not having either of 
them.

The advertisement should end with information on how the candidate should apply. ‘Brief but 
comprehensive details’ is a good phrase. Candidates can be asked to write or e-mail their 
response, but useful alternatives are to ask them to telephone or to come along for an informal 
chat at a suitable venue.

Remember the anti-discrimination legislation. The Sex Discrimination Act 1975 makes it 
unlawful to discriminate in an advertisement by favouring either sex, the only exceptions being 
a few jobs that can be done only by one sex. Advertisements must therefore avoid sexist job 
titles such as ‘salesman’ or ‘stewardess’. They must use a neutral title such as ‘sales representa-
tive’, or amplify the description to cover both sexes by stating ‘steward or stewardess’. It is 
accepted, however, that certain job titles are unisex and therefore non-discriminatory. These 
include director, manager, executive and offi cer. It is best to avoid any reference to the sex of 
the candidate by using neutral or unisex titles and referring only to the ‘candidate’ or the 
‘applicant’. Otherwise you must specify ‘man or woman’ or ‘he or she’.

The Race Relations Act 1976 has similar provisions, making unlawful an advertisement that 
discriminates against any particular race. As long as race is never mentioned or even implied 
in an advertisement, you should have no problem in keeping within the law.

The Age Discrimination Regulations 2006 make it unlawful to discriminate against employees 
on account of their age. Age limits should therefore not be included in advertisements and the 
wording should not indicate that people below or above a certain age are not wanted.
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Design the advertisement

The main types of advertisement are:

Classifi ed/run-on, in which copy is run on, with no white space in or around the adver- •
tisement and no paragraph spacing or indentation. They are cheap but suitable only for 
junior or routine jobs.

Classifi ed/semi-display, in which the headings can be set in capitals, paragraphs can be  •
indented and white space is allowed round the advertisement. They are fairly cheap and 
semi-display can be much more effective than run-on advertisements.

Full display, which are bordered and in which any typeface and illustrations can be  •
used. They can be expensive but obviously make the most impact for managerial, tech-
nical and professional jobs.

Plan the media

An advertising agency can advise on the choice of media (press, radio, television) and its cost. 
British Rates and Data (BRAD) can be consulted to give the costs of advertising in particular 
media.

The so-called ‘quality papers’ are best for managerial and professional jobs. Local papers are 
best for recruiting sales and offi ce staff and manual workers. Professional and trade journals 
can reach specialists directly, but results can be erratic and it may be advisable to use them to 
supplement a national campaign.

Avoid Saturdays and be cautious about repeating advertisements in the same medium. 
Diminishing returns can set in rapidly.

Evaluate the response

Measure response to provide guidance on the relative cost-effectiveness of different media. 
Cost per reply is the best ratio.

Online recruitment

Online or e-recruitment uses the internet to advertise or ‘post’ vacancies, provide information 
about jobs and the organization and enable e-mail communication to take place between 
employers and candidates. The latter can apply for jobs online and can e-mail application 
forms and their CVs to employers or agencies. Tests can be completed online.

Some organizations are using Web 2.0 technologies to search for recruits online through social 
networking sites such as Facebook and MySpace. Websites such as Linkedin, which provide 
personal profi les, can be consulted. Other organizations are providing ‘blogs’ from existing 
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employees covering their experiences in working for the organization. The main types of 
online recruitment sites are corporate websites, commercial job boards and agency sites.

Corporate websites

These may simply list vacancies and contact details. A more elaborate approach would consist 
of a dedicated website area that gives details of vacancies, person specifi cations, benefi ts and 
how to apply for jobs by for example completing online application forms and tests. Such areas 
may be linked directly to an organization’s home page so that general browsers can access 
them. An intranet link may be available to enable internal staff to access the website. Some 
organizations outsource the management of their website to recruitment consultants and spe-
cialized web agencies.

Commercial job boards

These are operated by specialized fi rms such as Monster.co.uk and Fish4jobs.com and consist 
of large databanks of vacancies. Companies pay to have their jobs listed on the sites. Information 
about vacancies may reproduce an advertisement so that the site is simply an additional form 
of communication. Alternatively, some vacancies are only found online. Links may be pro-
vided to the organization’s website.

Agency sites

These are run by established recruitment agencies. Candidates register online but may be 
expected to discuss their details in person before they are forwarded to a prospective 
employer.

Advantages and disadvantages of online recruiting

The advantages of online recruiting are that it can reach a wider range of possible applicants, 
and it is quicker and cheaper than traditional methods of advertising. More details of jobs and 
fi rms can be supplied on the site and CVs can be matched and applications can be submitted 
electronically. The disadvantages are that it may produce too many irrelevant or poor applica-
tions and it is still not the fi rst choice of many job seekers.

Making the best use of online recruiting

Consider using it in conjunction with other recruitment methods to maximize  •
response.

Keep the content of the site up-to-date. •
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Using agencies and job centres

Most private agencies deal with secretarial and offi ce staff. They are usually quick and effective 
but quite expensive. Agencies can charge a fee of 15 per cent or more of the fi rst year’s salary 
for fi nding someone. It can be cheaper to advertise or use the internet, especially when the 
company is in a buyer’s market. Shop around to fi nd the agency that suits the organization’s 
needs at a reasonable cost.

Agencies should be briefed carefully on what is wanted. They produce unsuitable candidates 
from time to time but the risk is reduced if they are clear about your requirements.

The job centres operated by the government are mainly useful for manual and clerical workers 
and sales or call centre assistants.

Using recruitment consultants

Recruitment consultants generally advertise, interview and produce a short-list. They provide 
expertise and reduce workload. The organization can be anonymous if it wishes. Most recruit-
ment consultants charge a fee based on a percentage of the basic salary for the job, usually 
ranging from 15 to 20 per cent.

The following steps should be taken when choosing a recruitment consultant:

check reputation with other users; •

look at the advertisements of the various fi rms to obtain an idea of the quality of a con- •
sultancy and the type and level of jobs with which it deals;

check on special expertise; •

meet the consultant who will work on the assignment to assess his or her quality; •

compare fees, although the differences are likely to be small and the other considera- •
tions are usually more important.

When using recruitment consultants it is necessary to:

Ensure the site is accessible directly or through search engines. •

Provide contact numbers for those with technical problems. •

Take care over the wording of online copy – the criteria for good copy in con- •
ventional advertisements apply.
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agree terms of reference; •

brief them on the organization, where the job fi ts in, why the appointment is to be  •
made, terms and conditions and any special requirements;

give them every assistance in defi ning the job and the person specifi cation, including  •
any special demands that will be made of the successful candidate in the shape of what 
he or she will be expected to achieve – they will do much better if they have compre-
hensive knowledge of what is required and what type of person is most likely to fi t well 
into the organization;

check carefully the proposed programme and the draft text of the advertisement; •

clarify the arrangements for interviewing and short-listing; •

clarify the basis on which fees and expenses will be charged; •

ensure that arrangements are made to deal directly with the consultant who will handle  •
the assignment.

Using executive search consultants

Use an executive search consultant, or ‘head hunter’ for senior jobs where there are only a 
limited number of suitable people and a direct lead to them is wanted. They are not cheap. 
Head hunters charge a fee of 30 to 50 per cent or so of the fi rst year’s salary, but they can be 
quite cost-effective.

Executive search consultants fi rst approach their own contacts in the industry or profession 
concerned. The good ones have an extensive range of contacts and their own data bank. They 
will also have researchers who will identify suitable people who may fi t the specifi cation or can 
provide a lead to someone else who may be suitable. The more numerous the contacts, the 
better the executive search consultant.

When a number of potentially suitable and interested people have been assembled, a fairly 
relaxed and informal meeting takes place and the consultant forwards a short-list with full 
reports on candidates to the client.

There are some good and some not so good executive search consultants. Do not use one 
unless a reliable recommendation is obtained.

Recruitment process outsourcing

‘Recruitment process outsourcing’ (RPO) is the term used when an organization commissions 
a provider to take responsibility for the end-to-end delivery of the recruitment process cover-
ing all vacancies or a selection of them. This involves liaising with hiring managers to defi ne 
requirements and specifi cations, deciding on the best ways to attract candidates, processing 



Recruitment and Selection 527

applications, and setting up and facilitating interviews. Some companies do not hand over all 
recruitment, using RPO only for high-volume vacancies and retaining responsibility for senior 
and specialist jobs.

The advantages of RPO are that it can save time, bring outside expertise to bear on recruitment 
problems and free up HR for more value-adding activities. The disadvantage is the perception 
by some HR people and line managers that the provider is too remote to deal with the real 
issues and that there is a danger of losing control.

Educational and training establishments

Many jobs can, of course, be fi lled by school leavers. For some organizations the major source 
of recruits for training schemes will be universities and training establishments, as well as 
schools. Graduate recruitment is a major annual exercise for some companies, which go to 
great efforts to produce glossy brochures, visit campuses on the ‘milk run’ and use elaborate 
sifting and selection procedures to vet candidates, including ‘biodata’ and assessment centres, 
as described later in this chapter.

Processing applications

When the vacancy or vacancies have been advertised and a fair number of replies received, the 
typical sequence of steps required to process applications is as follows:

1. List the applications on a control sheet setting out name, date application received and 
actions taken (reject, hold, interview, short-list, offer).

2. Send a standard acknowledgement letter to each applicant unless an instant decision can 
be made to interview or reject.

3. The applicant may be asked to complete and return an application form by post or by 
e-mail to supplement a letter or CV. This ensures that all applicants are considered on the 
same basis – it can be very diffi cult to plough through a pile of letters, often ill-written and 
badly organized. Even CVs may be diffi cult to sift although their quality is likely to be 
higher if the applicant has been receiving advice from an ‘outplacement’ consultant, ie one 
who specializes in fi nding people jobs. However, to save time, trouble, expense and irrita-
tion, many recruiters prefer to make a decision on the initial letter plus CV where it is 
quite clear that an applicant meets or does not meet the specifi cation, rather than ask for 
a form. For more senior jobs it is generally advisable to ask for a CV.

4. Compare the applications with the key criteria in the person specifi cation and sort them 
initially into three categories: possible, marginal and unsuitable.

5. Scrutinize the possibles again to draw up a short-list for interview. This scrutiny could be 
carried out by the HR or recruitment specialist, and the manager. The numbers on the 
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short-list should ideally be between four and eight. Fewer than four leaves relatively little 
choice (although such a limitation may be forced on you if an insuffi cient number of good 
applications have been received). More than eight will mean that too much time is spent 
on interviewing and there is a danger of diminishing returns setting in.

6. Draw up an interviewing programme. The time you should allow for the interview will 
vary according to the complexity of the job. For a fairly routine job, 30 minutes or so 
should suffi ce. For a more senior job, 60 minutes or more is required. It is best not to 
schedule too many interviews in a day – if you try to carry out more than fi ve or six exact-
ing interviews you will quickly run out of steam and do neither the interviewee nor your 
company any justice. It is advisable to leave about 15 minutes between interviews to write 
up notes and prepare for the next one.

7. Invite the candidates to interview, using a standard letter where large numbers are involved. 
At this stage, candidates should be asked to complete an application form, if they have not 
already done so. There is much to be said at this stage for sending candidates more details 
of the organization and the job so that you do not have to spend too much time going 
through this information at the interview.

8. Review the remaining possibles and marginals and decide if any are to be held in reserve. 
Send reserves a standard ‘holding’ letter and send the others a standard rejection letter. 
The latter should thank candidates for the interest shown and inform them briefl y, but not 
too brusquely, that they have not been successful. A typical reject letter might read as 
follows:

Since writing to you on… we have given careful consideration to your application for 
the above position. I regret to inform you, however, that we have decided not to ask 
you to attend for an interview. We should like to thank you for the interest you have 
shown.

Biodata

A highly structured method of sifting applications is provided by the use of biodata. These are 
items of biographical data that are criterion-based (ie they relate to established criteria in such 
terms as qualifi cations and experience that indicate that individuals are likely to be suitable). 
These are objectively scored and, by measurements of past achievements, predict future 
behaviour.

The items of biodata consist of demographic details (sex, age and family circumstances), edu-
cation and professional qualifi cations, previous employment history and work experience, 
positions of responsibility outside work, leisure interests and career/job motivation. These 
items are weighted according to their relative importance as predictors, and a range of scores 
is allocated to each one. The biodata questionnaire (essentially a detailed application form) 
obtains information on each item, which is then scored.
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Biodata are most useful when a large number of applicants are received for a limited number 
of posts. Cut-off scores can then be determined, based on previous experience. These scores 
would indicate who should be accepted for the next stage of the selection process and who 
should be rejected, but they would allow for some possible candidates to be held until the fi nal 
cut-off score can be fi xed after the fi rst batch of applicants have been screened.

Biodata criteria and predictors are selected by job and functional analysis, which produces a 
list of competences. The validity of these items as predictors and the weighting to be given to 
them are established by analysing the biodata of existing employees who are grouped into high 
or low performers. Weights are allocated to items according to the discriminating power of the 
response.

Biodata questionnaires and scoring keys are usually developed for specifi c jobs in an organiza-
tion. Their validity compares reasonably well with other selection instruments but they need 
to be developed and validated with great care and they are only applicable when large groups 
of applicants have to be screened.

Application forms

Application forms set out the information on a candidate in a standardized format. They 
provide a structured basis for drawing up short-lists, the interview itself and for the subse-
quent actions in offering an appointment and in setting up personnel records. An example of 
a form is given in Figure 31.2.

The following suggestions have been made by Pioro and Baum (2005) on how to use applica-
tion forms more effectively:

Decide what the criteria for selection are and how these will be assessed by use of the  •
application form.

Keep questions clear, relevant and non-discriminatory. •

Ask for only the bare minimum of personal details. •

Widen your pool of applicants by offering different options and guidance for complet- •
ing and viewing application forms.

Selection methods

The aim of selection is to assess the suitability of candidates by predicting the extent to which 
they will be able to carry out a role successfully. It involves deciding on the degree to which the 
characteristics of applicants in terms of their competencies, experience, qualifi cations, educa-
tion and training match the person specifi cation. It also involves using this assessment to make 
a choice between candidates.
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APPLICATION FORM
Surname: First name:
Address:
Tel: (home) Tel: (work) E-Mail: (personal)

Education

Specialized training recieved

Other qualifications and skills (including languages, keyboard skills, current driving licence, etc)

Employment history
(give details of all positions held since completing full-time education; start with your present or

most recent position and work back) 

Position applied for:

Dates

From To

Name of secondary
school, college
or university

Main subjects taken Qualifications

Dates

From

Add any coments you wish to make to support your application

I confirm that the information given on this application form is correct

Signature of applicant Date

To

Name of employer, 
address and nature of
business including any 
service in the armed 

forces

Position and summary of
main duties

Starting
and

leaving
rate of pay

Reasons for 
leaving or 
wanting 
to leave

Figure 31.2 Example of application form (compressed)
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The so-called ‘classic trio’ of selection methods consists of application forms, interviews and 
references. But to these should be added selection tests and assessment centres. Application 
forms were described earlier and the various types of interviews and assessment centres are 
described below, as is the dubious technique of graphology. The use of references is considered 
in the next section of this chapter. Interviewing techniques and psychological tests are dealt 
with separately in Chapters 32 and 33.

Individual interviews

The individual interview is the most familiar method of selection. It involves face-to-face dis-
cussion and provides the best opportunity for the establishment of close contact – rapport – 
between the interviewer and the candidate. A structured interview, as described in Chapter 32, 
is one that is built around a set of predetermined questions that may be related to the compe-
tencies required as set out in the person specifi cation or typical situations faced by holders of 
the role for which the candidate is being considered. If only one interviewer is used, there is 
more scope for a biased or superfi cial decision, and this is one reason for using a second inter-
viewer or an interviewing panel.

Interviewing panels

Two or more people gathered together to interview one candidate may be described as an 
‘interviewing panel’. The most typical situation is that in which an HR specialist and line man-
agers see the candidate at the same time. This has the advantage of enabling information to be 
shared and reducing overlaps. The interviewers can discuss their joint impressions of the can-
didate’s behaviour at the interview and modify or enlarge any superfi cial judgements.

Selection boards or panels

Selection boards are more formal and, usually, larger interviewing panels convened because 
there are a number of parties interested in the selection decision. Their only advantage is that 
they enable a number of different people to have a look at the applicants and compare notes 
on the spot. The disadvantages are that the questions tend to be unplanned and delivered at 
random, the prejudices of a dominating member of the board can overwhelm the judgements 
of the other members, and the candidates are unable to do justice to themselves because they 
are seldom allowed to expand. Selection boards tend to favour the confi dent and articulate 
candidate, but in doing so they may miss the underlying weaknesses of a superfi cially impres-
sive individual. They can also underestimate the qualities of those who happen to be less effec-
tive in front of a formidable board, although they would be fully competent in the less formal 
or less artifi cial situations that would face them in the job.
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Assessment centres

Assessment centres assemble a group of candidates and use a range of assessment techniques 
over a concentrated period (one or two days) with the aim of providing a more comprehensive 
and balanced view of the suitability of individual members of the group.

Because an assessment centre gives the opportunity to observe actual behaviour in work-
related situations, some ‘reality’ scenarios from the company may be used. Assessment centres 
are based on an understanding of the competencies they are trying to investigate and use sys-
tematic methods for measuring the degree to which each applicant fulfi ls them. The main 
characteristics of assessment centres are that:

exercises are used to capture and simulate the key dimensions of the job. These may  •
include one-to-one role-plays and group exercises; it is assumed that performance in 
these simulations predicts behaviour on the job;

candidates are interviewed and tested; •

performance is measured in several dimensions in terms of the competencies required  •
to achieve the target level of performance in a particular job or at a particular level in 
the organization;

several candidates or participants are assessed together to allow interaction and to make  •
the experience more open and participative;

several trained assessors or observers are used to increase the objectivity of assessments. •

Assessment centres provide opportunities for indicating the extent to which candidates match 
the culture of the organization. This will be established by observation of their behaviour in 
different but typical situations, and the range of the tests and structured interviews that are 
part of the proceedings. Assessment centres also give candidates a better feel for the organiza-
tion and its values so that they can decide for themselves whether or not they are likely to fi t.

The case for assessment centres is that they obtain much more information about candidates than 
conventional interviews, even when these are supplemented by tests. But research by Schmidt and 
Hunter (1998) has shown that, on their own, the ability of assessment centres to predict how well 
someone will perform (predictive validity) is lower than that of intelligence tests combined with 
structured interviews. Assessment centres are expensive and time-consuming and their use tends to 
be restricted to large organizations for managerial positions or for graduates.

Graphology

Graphology is a method of drawing conclusions from a candidate’s handwriting about his or 
her personality as a basis for making predictions about future performance in a role. The use 
of graphology as a selection aid is extensive in France and some other European countries but 
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uncommon in the UK. A number of validity studies have shown that it is a very poor predictor 
of job performance. Schmidt and Hunter (1998) analysed a number of research projects on the 
effectiveness of graphology and concluded that whatever limited information about personal-
ity or job performance there is in handwriting samples comes from the content and not the 
characteristics of the handwriting. Variations in handwriting are caused by genetic differences 
between individuals in fi ne motor coordination of the fi nger muscles, not their personality.

Choice of selection methods

There is a choice to be made between the selection methods. The most important criterion is 
the predictive validity of the method or combination of methods as measured by its predictive 
validity coeffi cient – perfect validity is 1.0; no validity is 0.0.

The meta-analysis of the validity of different selection methods conducted by Schmidt and 
Hunter (1998), which covered 85 years of research fi ndings, produced the following predictive 
validity coeffi cients:

 Intelligence tests and structured interviews .63
 Intelligence tests and unstructured interviews .55
 Assessment centres and structured interviews .53
 Intelligence tests only .51
 Structured interviews only .51
 Unstructured interviews only .38
 Assessment centres only .37
 Graphology only .02

Robertson and Smith (2001) added personality assessments to this list, with a validity coeffi -
cient of .37

Schmidt and Hunter (1998) established that the reason why intelligence (general mental ability 
or GMA) is such a good predictor of job performance is because ‘more intelligent people 
acquire job knowledge more rapidly and acquire more of it and it is this knowledge of how to 
perform the job that causes their job performance to be higher’. Their research clearly indicates 
that the combination of structured interviews (as described in Chapter 32) and intelligence 
tests is the most effective in terms of predictive validity.

Dealing with recruitment problems

Every experienced HR professional who is responsible for recruitment and selection will occa-
sionally come across a vacancy that is particularly diffi cult to fi ll. In this situation any compro-
mise that involves appointing someone who does not meet the specifi cation must be avoided. 
To deal with the problem constructively it is necessary to take the following actions.
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Dealing with recruitment problems

Ensure that all the possible sources of candidates have been used. •

Consider any ways in which the advertisement or website entry could be made  •
more attractive.

Check that the person specifi cation is realistic – that the requirements have not  •
been overstated.

Consider whether it might be necessary to improve the package offered to can- •
didates – check market rates to ensure that the level of pay and benefi ts are 
competitive.

In discussion with the line manager, examine the possibility of reshaping the  •
role to increase its attractiveness.

If the worst comes to the worst, and again in discussion with the manager, con- •
sider alternative ways of carrying out the work involved with existing staff.

References and offers

After the interviewing and testing procedure has been completed, a provisional decision to 
make an offer by telephone or in writing can be made. This is normally ‘subject to satisfactory 
references’ and the candidate should, of course, be told that these will be taken up. If there is 
more than one eligible candidate for a job it may be advisable to hold one or two people in 
reserve. Applicants often withdraw, especially those whose only purpose in applying for the job 
was to carry out a ‘test marketing’ operation, or to obtain a lever with which to persuade their 
present employers to value them more highly.

Checking applications

It is a sad fact that applicants all too often misinform their prospective employers about their 
education, qualifi cations and employment record. This was confi rmed by a survey carried out 
by the CIPD (2008a), which found that 25 per cent of employers had to withdraw their offers 
because applicants had lied or misrepresented their application. It is always advisable to check 
with universities, professional institutes and previous employers that the facts given by appli-
cants are correct. Other checks can be made such as:

interview questions about actual (not hypothetical) experiences, with deep probing to  •
ascertain the extent of the individual’s personal involvement, decision making and 
contribution;
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detailed application forms with open-ended questions about specifi c learning related  •
to the skills, knowledge and competencies required for the vacancies under 
consideration;

occupational health screening; •

identity check; •

electoral register check; •

credit reference agency check (especially appropriate for positions in the fi nancial serv- •
ices sector);

confi rmation of previous employment with HM Revenue & Customs or through the  •
Department of Work & Pensions;

Criminal Records Bureau check; •

Companies House check (for directors); and •

fraud prevention check, including Cifas staff fraud database check (to prevent an  •
employer unwittingly employing people previously dismissed for fraud somewhere 
else). Cifas is a not-for-profi t fraud prevention service.

References

The main purpose of a reference is to obtain in confi dence factual information about a pro-
spective employee. This information is straightforward and essential. It is simply necessary to 
confi rm the nature of the previous job, the period of time in employment, the reason for 
leaving (if relevant), the salary or rate of pay and, possibly, the attendance record.

Opinions about character, competence, performance and suitability are unreliable. Referees 
are reluctant to commit themselves and they are not in any position to assess suitability – only 
the prospective employer can do that. Personal referees are, of course, entirely useless. All they 
prove is that the applicant has at least one or two friends.

A written request for a reference could simply ask the precious employer to confi rm the can-
didate’s employment record. More precise answers may be obtained if a standard form is pro-
vided for the employer to complete. The questions asked on this form should be limited to the 
following:

What was the period of employment? •

What was the job title? •

What work was carried out? •

What was the rate of pay or salary? •
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How many days absence over the last 12 months? •

Would you re-employ (if not, why not)? •

The last question is important, if it is answered honestly or at all.

Telephone references may save time and may be more reliable. They can be used as an alterna-
tive or in addition to written references. Ask factual questions only and keep a record of the 
conversation.

References – legal aspects

The key legal points that should be considered when asking for or giving references are:

Once the decision has been made to make an offer, the letter should state that ‘this is a  •
provisional offer subject to the receipt of satisfactory references’.

It has been generally held that there is no common law duty on an employer to provide  •
references for a serving or past employee unless there is a term to that effect in the 
employment contract. But it has been ruled (Spring v. Guardian Assurance 1994) that 
there might be a moral duty to provide a reference where it is ‘natural practice’ to 
require a reference from a previous employer before offering employment, and where 
the employee could not expect to enter that type of employment without a reference.

If a reference contains a false or unsubstantiated statement that damages the reputation  •
of the individual, action for damages may result.

It is possible to succeed in a claim for damages if it can be shown that the reference pro- •
vided was negligent because reasonable care had not been taken in preparing it, which 
includes ensuring that it is factually correct.

Confi rming the offer

The fi nal stage in the selection procedure is to confi rm the offer of employment after satisfac-
tory references have been obtained, and the applicant has passed the medical examination 
required for pension and life assurance purposes or because a certain standard of physical 
fi tness is required for the work. The contract of employment should also be prepared at this 
stage.

Contracts of employment

The basic information that should be included in a written contract of employment varies 
according to the level of the job.
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Follow-up

It is essential to follow up newly engaged employees to ensure that they have settled in and to 
check on how well they are doing. If there are any problems it is much better to identify them 
at an early stage rather than allowing them to fester.

Following up is also important as a means of checking on the selection procedure. If by any 
chance a mistake has been made, it is useful to fi nd out how it happened so that the procedure 
can be improved. Misfi ts can be attributed to a number of causes, for example inadequate 
person specifi cation, poor sourcing of candidates, weak advertising, poor interviewing tech-
niques, inappropriate or invalidated tests, or prejudice on the part of the selector.

Recruitment and selection – key learning points

Defi ning requirements

Requirements are set out in the form of job 
descriptions or role profi les and person spec-
ifi cations. These provide the information 
required to draft advertisements, post vacan-
cies on the internet, brief agencies or recruit-
ment consultants and assess candidates by 
means of interviews and selection tests.

Recruitment planning

A recruitment plan will cover:

the number and types of employees  •
required to cater for expansion or 
new developments and make up for 
any defi cits;

the likely sources of candidates; •

plans for tapping alternative  •
sources;

how the recruitment programme  •
will be conducted.

Analysing recruitment strengths and 
weaknesses

The analysis should cover such matters as 
the national or local reputation of the 

organization, pay, employee benefi ts and 
working conditions, the intrinsic interest of 
the job, security of employment, opportu-
nities for education and training, career 
prospects, and the location of the offi ce or 
plant.

Analysing the requirement

Establish how many jobs have to be  •
fi lled and by when.

Set out information on responsibili- •
ties and competency requirements.

Consider where suitable candidates  •
are likely to come from.

Defi ne the terms and conditions of  •
the job (pay and benefi ts).

Consider what is likely to attract  •
good candidates.

Identifying sources of candidates

Initially, consideration should be given to 
internal candidates. An attempt can be 
made to persuade former employees to 
return to the organization or obtain sug-
gestions from existing employees 
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Recruitment and selection – key learning points (continued)

(referrals). If these approaches do not work, 
the main sources of candidates are advertis-
ing, online recruiting, agencies and job 
centres, consultants, recruitment process 
outsourcing providers and direct app-
roaches to educational establishments.

Advertising

Advertising has traditionally been the most 
obvious method of attracting candidates 
and it is still important, although many 
organizations are outsourcing recruitment 
to agencies or consultants or using online 
recruitment. The information in a recruit-
ment advertisement should include:

the organization; •

the job; •

the person required – qualifi cations,  •
experience, etc;

the pay and benefi ts offered; •

the location; •

the action to be taken. •

Online recruitment

Online or e-recruitment uses the internet 
to advertise or ‘post’ vacancies, provide 
information about jobs and the organiza-
tion and enable e-mail communication to 
take place between employers and candi-
dates. The latter can apply for jobs online 
and can e-mail application forms and their 
CVs to employers or agencies. Tests can be 
completed online.

Using agencies and job centres

Agencies should be briefed carefully on 
what is wanted. They produce unsuitable 
candidates from time to time but the risk is 
reduced if they are clear about your require-
ments. The job centres operated by the gov-
ernment are mainly useful for manual and 
clerical workers and sales or call centre 
assistants.

Using recruitment consultants

Recruitment consultants generally adver-
tise, interview and produce a short-list. 
They provide expertise and reduce 
workload.

Selection methods

The aim is to assess the suitability of candi-
dates by predicting the extent to which they 
will be able to carry out a role successfully. 
It involves deciding on the degree to which 
the characteristics of applicants match the 
person specifi cation and using this assess-
ment to make a choice between candidates.

References and offers

After the interviewing and testing proce-
dure has been completed, a provisional 
decision to make an offer by telephone or in 
writing can be made. This is normally 
‘subject to satisfactory references’. It is 
essential to check the information provided 
by candidates on qualifi cations and their 
work experience.
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Questions

1. What is the difference between recruitment and selection?

2. What are the three ‘classic’ methods of recruitment and selection and what other 
approaches are available?

3. From the customer services director: ‘We are proposing to open a new call centre on 
Wearside. We need 50 call centre operators and fi ve supervisors by the end of the year 
and we want to expand to 200 operators and 18 supervisors by the following year. How 
do you propose that we should do this?’

4. From the HR director: ‘Can you let me have any research evidence that indicates what 
the most successful approach to recruiting graduates, or combination of approaches, is 
likely to be?’

5. From the HR director: ‘What are the advantages and disadvantages of internet 
recruiting?’

6. From the HR director: ‘I have read that the amount of CV fraud is considerable and 
rising. What can we do to combat this?’
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Selection Interviewing

Key concepts and terms

Behavioural-based interview •

Halo effect •

Situational-based interview •

Biographical interview •

Horns effect •

Structured interview •

On completing this chapter you should be able to defi ne these key concepts. 
You should also know about:

Learning outcomes

The purpose of an interview •

The nature of an interview •

Interviewing arrangements •

Interviewing techniques – starting  •
and fi nishing

Selection interviewing skills •

The basis of an interview •

Advantages and disadvantages of  •
interviews

Planning the interview –  •
structuring and timing

Interviewing techniques – asking  •
questions

Coming to a conclusion •
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Introduction

The interview forms a major part of what is sometimes called the ‘classic trio’ of selection tech-
niques, the other two being the application form and references (although the latter mainly 
serve to confi rm factual information – they cannot be used reliably to infl uence choice). 
Further evidence may be obtained from psychological tests, as described in Chapter 33.

Interviews are an inevitable part of most if not all selection procedures but they are not always 
reliable as a means of predicting success in a job. They are diffi cult to do well – a considerable 
amount of knowledge of the techniques of interviewing and the skills required to apply them 
is needed. Interviewers need to know what they are looking for and how to set about fi nding 
it. They need to plan their interviews in advance, structure them accordingly and record their 
analyses of candidates against a set of assessment criteria that will have been spelt out in a 
person specifi cation.

Purpose

The purpose of selection interviews is to obtain and assess information about candidates that 
will enable a valid prediction to be made of their future performance in the job for which they 
are being considered in comparison with the predictions made for other candidates. They aim 
to answer the following fundamental questions.

Selection interviews – three fundamental questions

1. Can candidates do the job – are they competent?

2. Will candidates do the job – are they well-motivated?

3. How will individuals fi t into the organization?

The basis of an interview – the person specifi cation

Interviewing involves processing and evaluating evidence about the capabilities of a candidate 
in relation to a person specifi cation. This might be set out under the following headings, as 
described in Chapter 31:

Knowledge – what the individual needs to know to carry out the role. •

Skills and abilities – what the individual has to be able to do to carry out the role. •
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Behavioural competencies – the types of behaviour required for successful perform- •
ance of the role.

Qualifi cations and training – the professional, technical or academic qualifi cations  •
required or the training that the candidate should have undertaken.

Experience – the types of achievements and activities that would be likely to predict  •
success.

Specifi c demands – anything that the role holder will be expected to achieve in specifi ed  •
areas, eg develop new markets or products, improve sales, productivity or levels of cus-
tomer service, introduce new systems or processes.

Special requirements – travelling, unsocial hours, mobility, etc. •

Alternatively, the headings used in the seven-point plan or fi vefold grading scheme could be 
used; these were also given in Chapter 31, in Table 31.1.

The nature of an interview – obtaining the 
information

Interviews aim to obtain the information required to decide on the extent to which candidates 
fi t a person specifi cation for the job. Some of the evidence will be in the CV and application 
form, but interviews supplement these data with the more detailed or specifi c information 
about experience and personal characteristics that is obtained in a face-to-face meeting. Such 
a meeting enables judgements to be made by the interviewer on whether the candidate will ‘fi t’ 
the organization, and by both parties as to how they would get on together. Although these 
judgements are entirely subjective and are often biased or prejudiced, they will be made.

An interview can be described as a conversation with a purpose. It is a conversation because 
candidates should be induced to talk freely with their interviewers about themselves, their 
experience and their careers. But the conversation has to be planned, directed and controlled 
to achieve the main purpose of the interview, which is to make an accurate assessment of the 
candidate’s suitability for a job.

Interviews can be either structured to a greater or lesser degree, or unstructured. A structured 
interview is one built around a set of predetermined questions that may be related to the 
typical situations faced by holders of the role for which the candidate is being considered, or 
the competencies required as contained in the person specifi cation. An unstructured interview 
is one that has not been planned by reference to predetermined questions although it may have 
a sort of structure in the shape of the sequence of areas covered, for example a biographical 
interview that simply goes progressively through a candidate’s education, training and 
experience.
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Interviews focus on experience and personal characteristics to assess the extent to which can-
didates fi t the person specifi cation. They also provide a means of conveying information about 
the job and the organization.

Experience

Interviews provide an opportunity to establish the extent to which the experience of candi-
dates is useful and relevant. It is necessary to pin people down to obtain explicit statements 
about what they have been doing and what knowledge and skills they have acquired. Candidates 
naturally want to present themselves well and this can lead to exaggerated claims about their 
achievements. Answers to probing questions about what they have done, with examples, must 
be obtained. Vague statements must not be tolerated.

The extent to which the careers of candidates have progressed smoothly, the reasons for moves 
between jobs and employers, and any gaps in work experience need to be explored. Redundancy 
should not be a problem – it can happen to anyone, although if it keeps on happening the 
interviewer may be tempted to speculate that this is more than just bad luck. Similarly with 
dismissal, if this comes out. One or perhaps even two dismissals may be understandable if they 
are attributable to poor performance. But a sequence of them is unacceptable and alarm bells 
begin to ring if a dismissal was for gross misconduct (although this is unlikely to be revealed, 
which is where references can be helpful). If candidates have a career history of ‘job hopping’ 
(short periods in a number of jobs) it is necessary to fi nd out why. There may be a good expla-
nation when, for example, the candidate has been working on limited-term contracts, but it 
may indicate instability or consistent failure.

Personal characteristics

Selection interviews provide an opportunity to assess personal characteristics. But impres-
sions, especially fi rst impressions, can make a huge and sometimes misleading impact, although 
they can be important in jobs where impressing other people is important, eg sales representa-
tives. Intelligence and personality tests can be used to provide more objective information, if 
they are valid and reliable. Situational and behavioural-based questions in structured inter-
views, as described later, are also helpful.

Interests and activities outside work

Questions about interests and activities can be useful when interviewing candidates from 
schools or further and higher education establishments who have had little work experience. 
They have much less relevance for more experienced candidates although they may give some 
indication of how well people are motivated if they pursue them actively.
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Advantages and disadvantages of interviews
Table 32.1 Advantages and disadvantages of interviews

Advantages of interviews as a method of 
selection

Disadvantages of interviews as a method 
of selection

Provide opportunities for interviewers to  •
ask probing questions about the candi-
date’s experience and to explore the 
extent to which the candidate’s compe-
tencies match those specifi ed for the job

Enable interviewers to describe the job (a  •
‘realistic job preview’) and the organiza-
tion in more detail, providing some 
indication of the terms of the psychologi-
cal contract

Provide opportunities for candidates to  •
ask questions about the job and to clarify 
issues concerning training, career 
prospects, the organization and terms 
and conditions of employment

Enable a face-to-face encounter to take  •
place so that the interviewer can make an 
assessment of how the candidate would 
fi t into the organization and what they 
would be like to work with

Give the candidate the same opportunity  •
to assess the organization, the interviewer 
and the job

Can lack validity as a means of making  •
sound predictions of performance, and 
lack reliability in the sense of measuring 
the same things for different candidates

Rely on the skill of the interviewer – many  •
people are poor at interviewing, although 
most think that they are good at it

Do not necessarily assess competence in  •
meeting the demands of the particular job

Can lead to biased and subjective  •
judgements by interviewers

Disadvantages can be alleviated if not entirely removed by, fi rst, using a structured approach 
that focuses on the competencies required for successful performance and, secondly, by train-
ing interviewers. The use of another opinion or opinions can also help to reduce bias, espe-
cially if the same structured approach is adopted by all the interviewers. Finally, selection tests, 
especially those measuring intelligence or general ability, can provide valuable information 
that supplements the interview (see Chapter 33).
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Interviewing arrangements

The interviewing arrangements will depend partly on the procedure being used, which may 
consist of individual interviews, an interviewing panel, a selection board or some form of 
assessment centre. In most cases, however, the arrangements for the interviews should conform 
broadly to the following pattern:

The candidate who has applied in writing, by e-mail or telephone should be told where  •
and when to come and who to ask for. The interview time should be arranged to fi t in 
with the time it will take to get to the company. It may be necessary to adjust times for 
those who cannot get away during working hours. If the company is diffi cult to fi nd, a 
map should be sent with details of public transport. The receptionist or security offi cer 
should be told who is coming. Candidates are impressed to fi nd that they are 
expected.

Applicants should have somewhere quiet and comfortable in which to wait for the  •
interview, with reading material available and access to cloakroom facilities.

The interviewers or interviewing panel should have been well briefed on the pro- •
gramme. Interviewing rooms should have been booked and arrangements made, as 
necessary, for welcoming candidates, for escorting them to interviews, for meals and for 
a conducted tour round the company.

Comfortable private rooms should be provided for interviews with little, if any, distrac- •
tions around them. Interviewers should preferably not sit behind their desks, as this 
creates a psychological barrier.

During the interview or interviews, some time, but not too much, should be allowed to  •
tell candidates about the company and the job and to discuss with them conditions of 
employment. Negotiations about pay and other benefi ts may take place after a provi-
sional offer has been made, but it is as well to prepare the ground during the interview-
ing stage.

Candidates should be told what the next step will be at the end of the interview. They  •
may be asked at this stage if they have any objections to references being taken up.

Follow-up studies should be carried out of the performance of successful candidates in  •
their jobs compared with the prediction made at the selection stage. These studies 
should be used to validate the selection procedure and to check on the capabilities of 
interviewers.

Briefi ng interviewers

When making arrangements for an interview it is essential that the people who are going to 
conduct the interview are properly briefed on the job and the procedures they should use. 
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Training in interviewing techniques should be an automatic part of the training programmes 
for managers and team leaders.

It is particularly important that everyone is fully aware of the provisions of the sex, race and 
disability discrimination Acts and the Age Discrimination Regulations. It is essential that any 
form of prejudiced behaviour or any prejudiced judgements are eliminated completely from 
the interview or the subsequent evaluation of the candidate. Even the faintest hint of a sexist, 
racist or ageist remark must be totally avoided. When recording a decision following an inter-
view it is also essential to spell out the reasons why someone was rejected, making it clear that 
this was on the grounds of their ability to do the job and not because of their sex, race, disabil-
ity or age.

Ethical considerations

Another important consideration in planning and executing a recruitment programme is to 
behave ethically towards candidates. They have the right to be treated with consideration and 
this includes acknowledging replies, informing them of the outcome of their application 
without undue delay and responding promptly to requests for information on why they have 
been turned down.

Planning the interview programme

It is best to leave some time, say 15 minutes, between interviews to allow for comments to be 
made. There is a limit to how many interviews can be conducted in a day without running out 
of steam. Holding more than six demanding interviews of, say, one hour each in a day is unwise. 
Even with less demanding half-hour interviews it is preferable to limit the number to eight or 
so in a day.

The main dos and don’ts of selection interviews are shown in Table 32.2.

Preparation

Careful preparation is essential and this means a thorough study of the person specifi cation 
and the candidate’s application form and/or CV. It is necessary at this stage to identify those 
features of the applicant that do not fully match the specifi cation so that these can be probed 
more deeply during the interview. It can be assumed that the candidate is only being consid-
ered because there is a reasonable match, but it is most unlikely that this match will be perfect. 
It is also necessary to establish if there are any gaps in the job history or items that require 
further explanation, and to answer the following questions.
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Preparing for an interview – four questions

1. What are the criteria to be used in selecting the candidate? These may be classifi ed 
as essential or desirable and will refer to the knowledge, skill and competency 
requirements and the experience, qualifi cations and training that will satisfy those 
requirements as set out in the person specifi cation.

2. What more do I need to fi nd out at the interview to ensure that the candidate 
meets the essential selection criteria?

3. What further information do I need to obtain at the interview to ensure that I have 
an accurate picture of how well the candidate meets the criteria?

4. How am I going to structure the interview in terms of the questions I need to ask 
and the sequence in which these questions are covered? These may be quite detailed 
if a highly structured approach is being adopted, as described below. It is essential 
to probe during an interview to establish what the candidate really can do and has 
achieved.

Planning an interview

An interview can be divided into the fi ve parts set out below.

The fi ve parts of an interview

1. The welcome and introductory remarks.

2. The major part concerned with obtaining information about the candidate to 
assess against the person specifi cation.

3. The provision of information to candidates about the organization and the job.

4. Answering questions from the candidate.

5. Closing the interview with an indication of the next step.

Better results will be obtained if the interview is planned using one of the approaches described 
below or a combination of them. It is also necessary to plan how much time should be taken.
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Types of interviews

The basic types of interviews are:

1. Biographical interviews, which either start at the beginning (education) and go on sequen-
tially to the end (the current or last job or the most recent educational experience) or do 
this in reverse order, ie starting with the current or most recent job and working 
backwards.

2. Structured interviews built around a set of predetermined questions that may be related 
to the competencies required as contained in the person specifi cation (structured behav-
ioural-based interviews), or typical situations faced by holders of the role for which the 
candidate is being considered (structured situational-based interviews) or the headings in 
the person specifi cation framework.

3. Person specifi cation-based interviews, which are planned to obtain information under 
each of the headings in the person specifi cation.

1. The biographical interview

The traditional way of structuring an interview is the biographical approach. Many interview-
ers prefer to proceed in reverse chronological order with experienced candidates, spending 
most time on the present or recent jobs, giving progressively less attention to the more distant 
experience, and only touching on education lightly.

There is no one best sequence to follow. What is important is to decide in advance which 
approach to adopt. It is also important to get the balance right. You should concentrate most 
on recent experience and not dwell too much on the past. You should allow time not only for 
candidates to talk about their careers but also to ask probing questions about their experience. 
You should certainly not spend too much time at the beginning of the interview talking about 
the company and the job. It is desirable to issue that information in advance to save interview 
time and to encourage the candidate to ask questions at the end of the interview (the quality 
of the questions can indicate something about the quality of the candidate).

A biographical approach is logical and provides some element of structure to the interview but 
it will not produce the desired information unless interviewers are absolutely clear about what 
they are looking for and are prepared with questions that will elicit the data they need to make 
a prediction and a selection decision. This means conducting a structured interview as 
described below in the full sense in which that term is used, ie an interview that is based on 
situational-based or behavioural-based questions, focusing on one or other or both.

2. Structured behavioural-based interviews

In a behavioural-based interview (sometimes referred to as a ‘criterion-referenced interview’) 
the interviewer poses questions or asks for descriptions of how the candidate behaved in 
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particular situations – how he or she dealt with them and how well that behaviour worked. 
The behaviour is aligned to a behavioural competency that has been defi ned as a requirement 
in the person specifi cation. The aim is to collect evidence about how people behave in typical 
situations on the grounds that such evidence is the best predictor of future behaviour as long 
as the criteria fi t the specifi ed demands of the job.

A list of points to be covered can be drawn up in advance to cover the key competencies set out 
in the person specifi cation. The following are examples of behavioural questions that might be 
posed to a candidate for a recruitment adviser post.

Behavioural questions that might be posed to a candidate for a 
recruitment adviser post

Can you tell me about any occasion when you have persuaded your fellow team  •
members to do something that at fi rst they didn’t really want to do?

Do people come to you to help solve problems? If so, tell me about a problem  •
you have solved recently.

Tell me about a time when you used previous experience to solve a problem new  •
to you.

Tell me about any occasion when you successfully persuaded a line manager to  •
agree to a course of action (eg the use of a particular medium) or to accept a 
recommendation (eg on a candidate to be short listed).

Have you ever had to deal with a candidate who has complained bitterly about  •
the selection procedure? If not, how would you deal with such a situation if it 
did arise?

Have you ever been in the position when you have been told to do something  •
differently and you were uncomfortable about it? If so, how did you deal with it? 
If not, what approach would you adopt?

Tell me about any time when you had to deal with a large infl ux of requests for  •
recruitment services from line managers. How did you cope? Or if this has not 
been your experience, how do you think you would try to cope?

Have you ever felt under tremendous pressure to achieve a result? If so, how did  •
you deal with it?

Have you ever made a presentation to a group of colleagues or people outside  •
your organization? If so, what approach did you adopt and how well did it 
work?

What sorts of achievements give you the greatest satisfaction at work? •
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Behavioural-based interviews can provide a clear and relevant framework. But preparing for 
them takes time and interviewers need to be trained in the technique. A fully behavioural or 
criterion-referenced structure is probably most appropriate for jobs that have to be fi lled fre-
quently, but even with one-off jobs, the technique of having a set of competency-referenced 
questions to ask that will be applied consistently to all candidates will improve the reliability 
of the prediction.

3. Structured situational-based interviews

In a situational-based interview (sometimes described as a ‘critical-incident interview’) the 
focus is on a number of situations or incidents in which behaviour can be regarded as being 
indicative of subsequent performance. Situational-based questions ask candidates how they 
would handle a hypothetical situation that resembles one they may encounter in the job. For 
example, sales assistants might be asked how they would respond to rudeness from a customer. 
Situational questions can provide some insight into how applicants might deal with particular 
job demands and have the advantage of being work-related. They can also provide candidates 
with some insight into the sort of problems they might meet in the job. But, because they are 
hypothetical and can necessarily only cover a limited number of areas, they cannot be relied on 
by themselves. They could indicate that candidates understand how they might handle one 
type of situation in theory but not that they would be able to handle similar or other situations 
in practice. Follow-up questions are needed to explore the response in more detail, thus gaining 
a better understanding of how candidates might tackle similar problems. The following is an 
example of a situational-based set of questions to be posed to a candidate for a recruitment 
adviser post.

Situational-based questions to be posed to a candidate for a recruitment 
adviser post

What would you do if you felt that none of the applicants quite met the specifi - •
cation, although one came fairly close?

How would you deal with a line manager who you believed was signifi cantly  •
overstating the qualifi cations and experience required for a job?

What would you say to a candidate if there was an unexplained gap in his or her  •
employment record?

A line manager has chosen a candidate who you think is clearly unsuitable.  •
What do you do?

What do you do in a situation where it has not been possible to fi nd a suitable  •
candidate?
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Structuring within the person specifi cation framework

Person specifi cations should be set out under a number of standard headings, examples of which 
were given earlier in this chapter (page 541–42). An interview can be structured to obtain the 
information needed under each of those headings. Questions are drawn up in advance to elicit 
this information. These may be specifi c questions about experience, qualifi cations, education 
and training, or behavioural or situational-based questions as described above. The aim is to 
ensure that when an assessment of the candidate under these headings is made after the inter-
view, all that needs to be known to make a reliable assessment is available.

Choice of approach

The more the interview can be structured by the use of situational- or behavioural-based ques-
tions or within a person specifi cation framework the better. Both situational- and behavioural-
based questions can be deployed usefully and, as the above examples show, the distinction 
between them is sometimes small.

In practice, a mix of approaches can be used as long as this is deliberate and planned. A bio-
graphical sequence can be used as a framework and questions on different aspects of the person 
specifi cation can be injected at appropriate moments. These could be specifi c questions about 
experience, qualifi cations and training. Additionally, situational- or behavioural-based ques-
tions could be added to obtain a fuller picture of the candidate. Three or four of each of them 
could be decided in advance and these could be introduced gradually as the occasion arises 
when discussing the candidate’s experience in relation to the requirements of the job.

A senior line manager has suggested that you should rely entirely on online  •
recruiting for managers and professional staff and abandon conventional adver-
tising. How do you respond?

A manager tells you that he thinks a candidate is too old for the job. How do you  •
respond?

A colleague has suggested that it would be a good idea to check out short-listed  •
candidates on Facebook or MySpace. How would you react to this idea?

A candidate responds to your questions with monosyllabic answers. How would  •
you draw him or her out?

You are interviewing someone for a sales assistant post. She does not make a  •
very good impression, being rather hesitant and lacking in confi dence, but her 
track record in sales is good. What do you do?
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The alternative is to go through job experience chronologically to establish what the candidate 
can do and then produce the questions. The latter approach has the merit of ensuring that 
there are no diversions from the analysis of experience.

Timing the interview

The length of time allowed for an interview will be related to the seniority and complexity of 
the job. For relatively routine jobs, 20 to 30 minutes may suffi ce. For more demanding jobs, up 
to an hour but no more may be necessary.

The bulk of the time – at least 80 per cent – should be allocated to obtaining information from 
the candidate. The introduction and conclusion should be brief. Preparation involves deciding 
on the type of interview to be used.

Interview techniques – starting and fi nishing

You should start interviews by putting candidates at their ease. You want them to provide you with 
information and they are not going to talk freely and openly if they are given a cool reception.

In the closing stages of the interview candidates should be asked if they have anything they 
wish to add in support of their application. They should also be given the opportunity to ask 
questions. At the end of the interview the candidate should be thanked and given information 
about the next stage. If some time is likely to elapse before a decision is made the candidate 
should be informed accordingly so as not to be left on tenterhooks. It is normally better not to 
announce the fi nal decision during the interview. It may be advisable to obtain references and, 
in any case, time is required to refl ect on the information received.

Interviewing techniques – asking questions

As mentioned earlier, an interview is a conversation with a purpose. The interviewee should be 
encouraged to do most of the talking – one of the besetting sins of poor interviewers is that 
they talk too much. The interviewer’s job is to draw the candidate out at the same time ensur-
ing that the information required is obtained. To this end it is desirable to ask a number of 
open-ended questions – questions that cannot be answered by yes or no and which promote a 
full response. But a good interviewer will have an armoury of other types of questions to be 
asked as appropriate, as described below.

Open questions

Open questions are phrased generally and give no indication of the expected reply; they cannot 
be answered by yes or no. They encourage candidates to talk, drawing them out and obtaining 
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a full response. Single-word answers are seldom illuminating. It is a good idea to begin the 
interview with some open questions to obtain a general picture of candidates, thus helping 
them to settle in. Open questions or phrases inviting a response can be phrased as follows.

Open questions or phrases inviting a response

I’d like you to tell me about the sort of work you are doing in your present job. •

What do you know about…? •

Could you give me some examples of…? •

In what ways do you think your experience fi ts you to do the job for which you  •
have applied?

How have you tackled…? •

What have been the most challenging aspects of your job? •

Please tell me about some of the interesting things you have been doing at work  •
recently.

Open questions can give you a lot of useful information but you may not get exactly what you 
want, and answers can go into too much detail. For example, the question, ‘What has been the 
main feature of your work in recent months?’ may result in a one-word reply – ‘marketing’, or 
it may produce a lengthy explanation that takes up too much time. Replies to open questions 
can get bogged down in too much detail, or miss out some key points. They can come to a 
sudden halt or lose their way. You need to ensure that you get all the facts, keep the fl ow going 
and maintain control. Remember that you are in charge. Hence the value of probing, closed 
and the other types of questions, which are discussed below.

Probing questions

Probing questions ask for further details and explanations to ensure that you are getting all the 
facts. You ask them when answers have been too generalized or when you suspect that there 
may be some more relevant information that candidates have not disclosed. A candidate may 
claim to have done something and it may be useful to fi nd out more about exactly what con-
tribution was made. Poor interviewers tend to let general and uninformative answers pass by 
without probing for further details, simply because they are sticking rigidly to a predetermined 
list of open questions. Skilled interviewers are able to fl ex their approach to ensure they get the 
facts while still keeping control to ensure that the interview is completed on time.

A candidate could say to you something like: ‘I was involved in a major exercise that produced 
signifi cant improvements in the fl ow of work through the factory.’ This statement conveys 
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nothing about what the candidate actually did. You have to ask probing questions, such as the 
examples below.

Probing questions

You’ve informed me that you have had experience in… Could you tell me more  •
about what you did?

What sort of targets or standards have you been expected to achieve? •

How successful have you been in achieving those targets or standards? Please  •
give examples.

Could you give an example of any project you have undertaken? •

What was your precise role in this project? •

What exactly was the contribution you made to its success? •

What knowledge and skills were you able to apply to the project? •

Were you responsible for monitoring progress? •

Did you prepare the fi nal recommendations in full or in part? If in part, which  •
part?

Could you describe in more detail the equipment you used? •

Closed questions

Closed questions aim to clarify a point of fact. The expected reply will be an explicit single 
word or brief sentence. In a sense, a closed question acts as a probe but produces a succinct 
factual statement without going into detail. When you ask a closed question you intend to fi nd 
out:

What the candidate has or has not done – ‘What did you do then?’ •

Why something took place – ‘Why did that happen?’ •

When something took place – ‘When did that happen?’ •

How something happened – ‘How did that situation arise?’ •

Where something happened – ‘Where were you at the time?’ •

Who took part – ‘Who else was involved?’ •
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Hypothetical questions

Hypothetical questions are used in structured situational-based interviews when a situation is 
described to candidates and they are asked how they would respond. Hypothetical questions 
can be prepared in advance to test how candidates would approach a typical problem. Such 
questions may be phrased: ‘What do you think you would do if…?’ When such questions lie 
well within the candidate’s expertise and experience the answers can be illuminating. But it 
could be unfair to ask candidates to say how they would deal with a problem without knowing 
more about the context in which the problem arose. It can also be argued that what candidates 
say they would do and what they actually do could be quite different. Hypothetical questions 
can produce hypothetical answers. The best data upon which judgements about candidates 
can be judged are what they have actually done or achieved. You need to fi nd out if they have 
successfully dealt with the sort of issues and problems they may be faced with if they join your 
organization.

Behavioural event questions

Behavioural event questions as used in behavioural-based structured interviews aim to get 
candidates to tell you how they would behave in situations that have been identifi ed as critical 
to successful job performance. The assumption upon which such questions are based is that 
past behaviour in dealing with or reacting to events is the best predictor of future behaviour.

The following are some typical behavioural event questions:

Could you give an instance when you persuaded others to take an unusual course of  •
action?

Could you describe an occasion when you completed a project or task in the face of  •
great diffi culties?

Could you describe any contribution you have made as a member of a team in achiev- •
ing an unusually successful result?

Could you give an instance when you took the lead in a diffi cult situation in getting  •
something worthwhile done?

Capability questions

Capability questions aim to establish what candidates know, the skills they possess and use and 
their competencies – what they are capable of doing. They can be open, probing or closed but 
they will always be focused as precisely as possible on the contents of the person specifi cation, 
referring to knowledge, skills and competences. Capability questions are used in behavioural-
based structured interviews.
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Capability questions should therefore be explicit – focused on what candidates must know and 
be able to do. Their purpose is to obtain evidence from candidates that show the extent to 
which they meet the specifi cation in each of its key areas. Because time is always limited it is 
best to concentrate on the most important aspects of the work and it is always best to prepare 
the questions in advance. The sort of capability questions you can ask are set out below.

Capability questions

What do you know about…? •

How did you gain this knowledge? •

What are the key skills you are expected to use in your work? •

How would your present employer rate the level of skill you have reached  •
in…?

Could you please tell me exactly what sort and how much experience you have  •
had in…?

Could you tell me more about what you have actually been doing in this aspect  •
of your work?

Can you give me any examples of the sort of work you have done that would  •
qualify you to do this job?

What are the most typical problems you have to deal with? •

Would you tell me about any instances when you have had to deal with an unex- •
pected problem or a crisis?

Questions about motivation

The degree to which candidates are motivated is a personal quality to which it is necessary to 
give special attention if it is to be properly assessed. This is usually achieved by inference rather 
than direct questions. ‘How well are you motivated?’ is a leading question that will usually 
produce the response: ‘Highly’. You can make inferences about the level of motivation of can-
didates by asking questions on the following subjects.
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Subjects for motivation questions

Their career – replies to such questions as: ‘Why did you decide to move on from  •
there?’ can give an indication of the extent to which they have been well-moti-
vated in progressing their career.

Achievements – not just ‘What did you achieve?’ but ‘How did you achieve it?’  •
and ‘What diffi culties did you overcome?’

Triumphing over disadvantages – candidates who have done well in spite of an  •
unpromising upbringing and relatively poor education may be more highly 
motivated than those with all the advantages that upbringing and education can 
bestow, but who have not made good use of these advantages.

Spare time interests – don’t accept at its face value a reply to a question about  •
spare time interests which, for example, reveals that a candidate collects stamps. 
Find out if the candidate is well-motivated enough to pursue the interest with 
determination and to achieve something in the process. Expressing interest in 
jazz is not evidence of motivation. Knowing all about Kansas City jazz, espe-
cially the contribution made by Lester Young to the Count Basie Orchestra, and 
publishing articles in the jazz music press on the subject is at least an example of 
pursuing an interest vigorously, which is evidence of motivation.

Continuity questions

Continuity questions aim to keep the fl ow going in an interview and encourage candidates to 
enlarge on what they have told you, within limits. Here are some examples of continuity 
questions.

Continuity questions

‘What happened next? •

‘What did you do then?’ •

‘Can we talk about your next job?’ •

‘Can we move on now to…?’ •

‘Could you tell me more about…?’ •
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It has been said that to keep the conversation going during an interview the best thing an inter-
viewer can do is to make encouraging grunts at appropriate moments. There is more to inter-
viewing than that, but single words or phrases like ‘good’, ‘fi ne’, ‘that’s interesting’, ‘carry on’ can 
help things along.

Play-back questions

Play-back questions test your understanding of what candidates have said by putting to them 
a statement of what it appears they have told you, and asking them if they agree or disagree 
with your version. For example, you could say: ‘As I understand it, you resigned from your last 
position because you disagreed with your boss on a number of fundamental issues – have I got 
that right?’ The answer might simply be ‘Yes’ to this closed question, in which case you might 
probe to fi nd out more about what happened. Or the candidate may reply ‘Not exactly’ in 
which case you ask for the full story.

Career questions

As mentioned earlier, questions about the career history of candidates can provide some 
insight into motivation as well as establishing how they have progressed in acquiring useful 
and relevant knowledge, skills and experience. You can ask questions such as those given 
below.

Career questions

What did you learn from that new job? •

What different skills had you to use when you were promoted? •

Why did you leave that job? •

What happened after you left that job? •

In what ways do you think this job will advance your career? •

Focused work questions

These are questions designed to tell you more about particular aspects of the candidate’s work 
history, such as those shown below.
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Focused work questions

How many days absence from work did you have last year? •

How many times were you late last year? •

Have you been absent from work for any medical reason not shown on your  •
application form?

Do you have a clean driving licence (for those whose work will involve  •
driving)?

Unhelpful questions

Unhelpful questions

Multiple questions such as, ‘What skills do you use most frequently in your job?  •
Are they technical skills, leadership skills, team working skills or communicat-
ing skills?’ will only confuse candidates. You will probably get a partial or mis-
leading reply. Ask only one question at a time.

Leading questions that indicate the reply you expect are also unhelpful. If you  •
ask a question such as: ‘That’s what you think, isn’t it?’ you will get the reply: 
‘Yes, I do.’ If you ask a question such as: ‘I take it that you don’t really believe 
that…?’ you will get the reply: ‘No, I don’t.’ Neither of these replies will get you 
anywhere.

Questions to be avoided

Avoid any questions such as those given below that could be construed as being biased on the 
grounds of sex, race, disability or age.

Don’t ask

Who is going to look after the children? •

Are you planning to have any more children? •

Are you concerned at all about racial prejudice? •
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Useful questions

Ten useful questions

 1. What are the most important aspects of your present job?

 2. What do you think have been your most notable achievements in your career to 
date?

 3. What sort of problems have you successfully solved recently in your job?

 4. What have you learnt from your present job?

 5. What has been your experience in…?

 6. What do you know about…?

 7. What particularly interests you in this job and why?

 8. Now you have heard more about the job, would you please tell me which aspects of 
your experience are most relevant?

 9. What do you think you can bring to this job?

10. Is there anything else about your career that hasn’t come out yet in this interview 
but you think I ought to hear?

Selection interviewing skills

The key interviewing skills are establishing rapport, listening, maintaining continuity, keeping 
control and note taking.

Would it worry you being the only immigrant around here? •

With your disability, do you think you can cope with the job? •

Do you think that at your time of life you will be able to learn the new skills  •
associated with this job?
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Establishing rapport

Establishing rapport means establishing a good relationship with candidates – getting on their 
wavelength, putting them at ease, encouraging them to respond and generally being friendly. 
This is not just a question of being ‘nice’ to candidates. If you achieve rapport you are more 
likely to get them to talk freely about both their strengths and weaknesses.

Good rapport is created by the way in which you greet candidates, how you start the interview 
and how you put your questions and respond to replies. Questions should not be posed aggres-
sively or imply that you are criticizing some aspect of the candidate’s career. Some people like 
the idea of ‘stress’ interviews but they are counterproductive. Candidates clam up and gain a 
negative impression of you and the organization.

When responding to answers you should be appreciative, not critical: ‘Thank you, that was 
very helpful; now can we go on to…?’ not ‘Well, that didn’t show you in a good light, did it?’

Body language can also be important. If you maintain natural eye contact, avoid slumping in 
your seat, nod and make encouraging comments when appropriate, you will establish better 
rapport and get more out of the interview.

Listening

If an interview is a conversation with a purpose, as it should be, listening skills are important. 
You need not only to hear but also to understand what candidates are saying. When interview-
ing you must concentrate on what candidates are telling you. Summarizing at regular intervals 
forces you to listen because you have to pay attention to what they have been saying in order 
to get the gist of their replies. If you play back to candidates your understanding of what they 
have told you for them to confi rm or amend, it will ensure that you have fully comprehended 
the messages they are delivering.

Maintaining continuity

So far as possible link your questions to a candidate’s last reply so that the interview progresses 
logically and a cumulative set of data is built up. You can put bridging questions to candidates 
such as: ‘Thank you, that was an interesting summary of what you have been doing in this 
aspect of your work. Now, could you tell me something about your other key 
responsibilities?’

Keeping control

You want candidates to talk, but not too much. When preparing for the interview you should 
have drawn up an agenda and you must try to stick to it. Don’t cut candidates short too bru-
tally but say something like: ‘Thank you, I’ve got a good picture of that, now what about…?’
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Focus on specifi cs as much as you can. If candidates ramble on a bit, use a pointed question (a 
‘probe’ question) that asks for an example illustrating the particular aspect of their work that 
you are considering.

Note taking

You won’t remember everything that candidates tell you. It is useful to take notes of the key 
points they make, discreetly, but not surreptitiously. However, don’t put candidates off by 
frowning or tut-tutting when you are making a negative note. It may be helpful to ask candi-
dates if they would mind if you take notes. They can’t really object but will appreciate the fact 
that they have been asked.

Coming to a conclusion

It is essential not to be beguiled by a pleasant, articulate and confi dent interviewee who is all 
surface without substance. Beware of the ‘halo’ effect that occurs when one or two good points 
are seized upon, leading to the neglect of negative indicators. The opposite ‘horns’ effect of 
focusing on the negatives should also be avoided.

Individual candidates should be assessed against the criteria. These could be set under the 
headings of knowledge and skills, competencies, education, qualifi cations, training, experience 
and overall suitability. Ratings can be given against each heading, for example: very acceptable, 
acceptable, marginally acceptable, and unacceptable. If you have used situational- or behav-
ioural-based questions you can indicate against each question whether the reply was good, just 
acceptable or poor. These assessments can inform your overall assessment of knowledge, skills 
and competencies.

Next, compare your assessment of each of the candidates against one another. You can then 
make a conclusion on those preferred by reference to their assessments under each heading.

In the end, your decision between qualifi ed candidates may well be judgmental. There may be 
one outstanding candidate but quite often there are two or three. In these circumstances you 
have to come to a balanced view on which one is more likely to fi t the job and the organization 
and have potential for a long-term career, if this is possible. Don’t, however, settle for second 
best in desperation. It is better to try again.

Remember to make and keep notes of the reasons for your choice and why candidates have 
been rejected. These together with the applications should be kept for at least six months just 
in case your decision is challenged as being discriminatory. An example of an interview rating 
form is given in Figure 32.1.
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knowledge
and skills

very
acceptable acceptable marginally

acceptable unacceptable comments 

competencies

education and
qualifications

training

experience

overall 
suitability

Figure 32.1 Example of an interview rating form

Table 32.2 Dos and don’ts of selection interviewing

Do Don’t

Plan the interview •
Give yourself suffi cient time •
Use a structured interview approach  •
wherever possible

Create the right atmosphere •
Establish an easy and informal relation- •
ship – start with open questions

Encourage the candidate to talk •
Cover the ground as planned, ensuring  •
that you complete a prepared agenda and 
maintain continuity

Analyse the candidate’s career to reveal  •
strengths, weaknesses and patterns of 
interest

Ask clear, unambiguous questions •
Get examples and instances of the  •
successful application of knowledge and 
skills and the effective use of capabilities

Start the interview unprepared •
Plunge too quickly into demanding  •
(probe) questions

Ask multiple or leading questions •
Pay too much attention to isolated  •
strengths or weaknesses

Allow candidates to gloss over important  •
facts

Talk too much or allow candidates to  •
ramble on

Allow your prejudices to get the better of  •
your capacity to make objective 
judgements

Fall into the halo or horns effect trap •
Ask questions or make remarks that  •
could be construed as in any way 
discriminatory

Attempt too many interviews in a row •
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Do Don’t

Make judgements on the basis of the  •
factual information you have obtained 
about candidates’ experience and 
attributes in relation to the person 
specifi cation

Keep control over the content and timing  •
of the interview

Selection interviewing – key learning points

The purpose of an interview

The purpose of selection interviews is to 
obtain and assess information about candi-
dates that will enable a valid prediction to 
be made of their future performance in the 
job for which they are being considered in 
comparison with the predictions made for 
other candidates.

The nature of an interview

Interviewing involves processing and eval-
uating evidence about the capabilities of a 
candidate in relation to a person specifi ca-
tion. An interview can be described as a 
conversation with a purpose.

Interviewing arrangements

The interviewing arrangements will depend 
partly on the procedure being used, which 
may consist of individual interviews, an 
interviewing panel, a selection board or 
some form of assessment centre.

Preparing for the interview

Careful preparation is essential and this 
means a careful study of the person specifi -
cation and the candidate’s application form 
and/or CV. It is necessary at this stage to 
identify those features of the applicant that 
do not fully match the specifi cation so that 
these can be probed more deeply during 
the interview.

Structuring the interview

The fi ve parts are:

1. The welcome and introductory remarks.

2. The major part concerned with obtain-
ing information about the candidate to 
assess against the person specifi cation.

3. The provision of information to candi-
dates about the organization and the 
job.

4. Answering questions from the candidate.

Table 32.2 continued
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Selection interviewing – key learning points (continued)

5. Closing the interview with an indica-
tion of the next step.

Types of interviews

Biographical, structured situational-based 
interviews, structured behavioural-based 
interviews, person specifi cation framework 
interviews.

Timing the interview

The length of time allowed for an interview 
will be related to the seniority and com-
plexity of the job. For relatively routine 
jobs, 20 to 30 minutes may suffi ce. For more 
demanding jobs up to an hour but no more 
may be necessary.

Interviewing techniques – starting 
and fi nishing

Start by putting candidates at their ease. 
You want them to provide you with infor-
mation and they are not going to talk freely 
and openly if they are given a cool recep-
tion. In the closing stages of the interview 
candidates should be asked if they have 
anything they wish to add in support of 
their application. They should also be given 
the opportunity to ask questions. At the 
end of the interview the candidate should 

be thanked and given information about 
the next stage.

Interviewing techniques – asking 
questions

The interviewer’s job is to draw the candi-
date out, at the same time ensuring that the 
information required is obtained. To this 
end it is desirable to ask a number of open-
ended questions – questions that cannot be 
answered by yes or no and that promote a 
full response. But a good interviewer will 
have an armoury of other types of ques-
tions to be asked as appropriate, ie probing, 
closed, hypothetical, behavioural event, 
motivation, playback, continuation, career 
and focused work questions.

Selection interviewing skills

The key interviewing skills are establishing 
rapport, listening, maintaining continuity, 
keeping control and note taking.

Coming to a conclusion

Candidates should be assessed against the 
criteria. These could be set under the head-
ings of knowledge and skills, competencies, 
education, qualifi cations, training, experi-
ence and overall suitability.
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Questions

1. From a line manager: ‘I have heard that the use of structured interviews when selecting 
people is the most effective method. What are they exactly and how should I use 
them?’

2. From a fellow member of your CIPD branch: ‘It’s been decided here that line managers 
will shortly take more personal responsibility for staff selection. We want to ensure that 
they do not say things that could lead to claims of discrimination by applicants. Please 
summarize for me the major dos and don’ts we should warn our managers about.’

3. From a line manager: ‘I have heard that it is a good idea to test candidates by asking 
them hypothetical questions that ask them to say what they would do in a given situa-
tion. What are the arguments for and against this?’
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Selection Tests

Key concepts and terms

Ability test •

Criterion score •

Intelligence test •

Normal curve •

Personality test •

Psychometric test •

Trait •

Aptitude test •

Intelligence quotient (IQ) •

Norm •

Personality •

Psychological test •

Selection test •

On completing this chapter you should be able to defi ne these key concepts. 
You should also know about:

Learning outcomes

The types of tests •

Test validity •

Choosing tests •

The characteristics of a good test •

Interpreting test results •

Using tests in a selection  •
procedure

 567
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Introduction

Selection tests are used to provide valid and reliable evidence of levels of abilities, intelligence, 
personality characteristics, aptitudes and attainments. They typically supplement the informa-
tion obtained from an interview.

Selection tests can be divided into two broad categories: measures of typical performance such 
as personality inventories that do not have right or wrong answers, and measures of maximum 
performance that measure how well people can do things, how much they know and the level 
of their ability, and ask questions for which there are right or wrong or good or bad answers. 
The latter category can focus on what people are capable of knowing or doing (ability tests) or 
what they actually know or can do (aptitude or attainment tests).

In this chapter, a distinction is made between psychological or psychometric tests, which 
measure or assess intelligence or personality, and aptitude tests, which are occupational or job-
related tests that assess the extent to which people can do the work. These are dealt with in the 
fi rst two sections of this chapter. Before using any type of test it is necessary to be aware of the 
characteristics of a good test and methods of interpreting test results, and these considerations 
are examined in the following two sections. The chapter concludes with sections dealing with 
choosing tests, using them in a selection procedure and guidelines on their use.

Psychological tests

Psychological tests use systematic and standardized procedures to measure differences in indi-
vidual characteristics such as intelligence and personality. They enable selectors to gain a 
greater understanding of candidates to help in predicting the extent to which they will be suc-
cessful in a job. Psychological tests are measuring instruments, which is why they are often 
referred to as psychometric tests. ‘Psychometric’ literally means mental measurement. For 
selection purposes, the main types of tests are those used for measuring intelligence and ability 
and those concerned with assessing personality characteristics.

Intelligence tests

Intelligence tests measure a range of mental abilities which enable a person to succeed at a 
variety of intellectual tasks using the faculties of abstract thinking and reasoning. They are 
concerned with general intelligence (termed ‘g’ by Spearman, 1927, one of the pioneers of 
intelligence testing) and are sometimes called ‘general mental ability’ (GMA) tests. Intelligence 
tests measure abilities while cognitive tests measure an individual’s learning in a specifi c subject 
area. The meta-analysis conducted by Schmidt and Hunter (1998) showed that intelligence 
tests had high predictive validity. In fact, when combined with a structured interview, they had 
the highest predictive value of all the methods of selection they studied.
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Intelligence tests contain questions, problems and tasks. The outcome of a test can be expressed 
as a score that can be compared with the scores of members of the population as a whole or 
the population of the whole or part of the organization using the test (norms).

The outcome of an intelligence test may sometimes be recorded as an intelligence quotient 
(IQ), which is the ratio of an individual’s mental age to the individual’s actual age as measured 
by an intelligence test. When the mental and actual age correspond, the IQ is100. Scores above 
100 indicate that the individual’s level of average is above the norm for his or her age, and vice 
versa. It is usual now for IQs to be directly computed as an IQ test score. It is assumed that 
intelligence is distributed normally throughout the population; that is, the frequency distribu-
tion of intelligence corresponds with the normal curve shown in Figure 33.1.

60 100

score

140

Figure 33.1 A normal curve

The normal curve describes the relationship between a set of observations and measures and 
the frequency of their occurrence. It indicates that for characteristics such as intelligence that 
can be measured on a scale, a few people will produce extremely high or low scores and there 
will be a large proportion of people in the middle. Its most important characteristic is that it 
is symmetrical – there are an equal number of cases on either side of the mean, the central axis. 
The normal curve is a way of expressing how scores will typically be distributed; for example, 
that 60 per cent of the population are likely to get scores between x and y, 20 per cent are likely 
to get scores below x and 20 per cent are likely to get more than y.

Intelligence tests can be administered to a single individual or to a group. They can also be 
completed online.

Ability tests

Ability tests establish what people are capable of knowing or doing. Although the term can 
refer primarily to reasoning ability, the British Psychological Society (2007) refers to ability 
tests as measuring the capacity for:
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verbal reasoning – the ability to comprehend, interpret and draw conclusions from oral  •
or written language;

numerical reasoning – the ability to comprehend, interpret and draw conclusions from  •
numerical information;

spatial reasoning – the ability to understand and interpret spatial relations between  •
objects;

mechanical reasoning – understanding of everyday physical laws such as force and  •
leverage.

Personality tests

Personality tests attempt to assess the personality of candidates in order to make predictions 
about their likely behaviour in a role. Personality is an all-embracing and imprecise term that 
refers to the behaviour of individuals and the way it is organized and coordinated when they 
interact with the environment. There are many different theories of personality and, conse-
quently, many different types of personality tests. These include self-report personality ques-
tionnaires and other questionnaires that measure interests, values or work behaviour.

One of the most generally accepted ways of classifying personality is the fi ve-factor model, 
which defi nes the following ‘big fi ve’ key personality characteristics.

The ‘big fi ve’ personality characteristics

1. Extraversion/introversion – gregarious, outgoing, assertive, talkative and active 
(extraversion); or reserved, inward-looking, diffi dent, quiet, restrained 
(introversion).

2. Emotional stability – resilient, independent, confi dent, relaxed; or apprehensive, 
dependent, under-confi dent, tense.

3. Agreeableness – courteous, cooperative, likeable, tolerant; or rude, uncooperative, 
hostile, intolerant.

4. Conscientiousness – hard-working, persevering, careful, reliable; or lazy, dilettante, 
careless, expedient.

5. Openness to experience – curious, imaginative, willingness to learn, broad-minded; 
or blinkered, unimaginative, complacent, narrow-minded.

As noted by Schmidt and Hunter (1998), integrity and conscientiousness tests have fairly high 
predictive validity (0.41 and 0.31 respectively).



Selection Tests 571

Self-report personality questionnaires are commonly used. They usually adopt a ‘trait’ 
approach, defi ning a trait as a fairly independent but enduring characteristic of behaviour that 
all people display but to differing degrees. Trait theorists identify examples of common behav-
iour, devise scales to measure these, and then obtain ratings on these behaviours by people 
who know each other well. These observations are analysed statistically, using the factor analy-
sis technique to identify distinct traits and to indicate how associated groups of traits might be 
grouped loosely into ‘personality types’.

‘Interest’ questionnaires are sometimes used to supplement personality tests. They assess the 
preferences of respondents for particular types of occupation and are therefore most applica-
ble to vocational guidance but can be helpful when selecting apprentices and trainees.

‘Value’ questionnaires attempt to assess beliefs about what is ‘desirable or good’ or what is 
‘undesirable or bad’. The questionnaires measure the relative prominence of such values as 
conformity, independence, achievement, decisiveness, orderliness and goal-orientation.

Personality tests can provide interesting supplementary information about candidates that is 
free from the biased reactions that frequently occur in face-to-face interviews, but they have to 
be used with great care. The tests should have been developed by a reputable psychologist or 
test agency on the basis of extensive research and fi eld testing and they must meet the specifi c 
needs of the user. Advice should be sought from a member of the British Psychological Society 
on what tests are likely to be appropriate.

Aptitude tests

Aptitude tests are job-specifi c tests designed to predict the potential an individual has to 
perform tasks within a job. They typically take the form of work sample tests, which replicate 
an important aspect of the actual work the candidate will have to do, such as using a keyboard 
or carrying out a skilled task such as repair work. Work sample tests can be used only with 
applicants who are already familiar with the task through experience or training.

Aptitude tests should be properly validated. This will be the case if a test or a ‘test battery’ (an 
associated group of tests) has been obtained from a reputable test agency. Alternatively, a 
special test can be devised by or for the organization to determine the aptitudes required by 
means of job and skills analysis. The test is then given to employees already working on the job 
and the results compared with a criterion, usually managers’ or team leaders’ ratings. If the 
correlation between test and criterion is suffi ciently high, the test is then given to applicants. 
To validate the test further, a follow-up study of the job performance of the applicants selected 
by the test is usually carried out. This is a lengthy procedure, but without it no real confi dence 
can be attached to the results of any aptitude test. Properly validated work sample tests have a 
high level of predictive validity (0.54 according to Schmidt and Hunter, 1998). The operative 
words are ‘properly validated’ – many do-it-yourself tests are worse than useless because this 
has not happened.
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Characteristics of a good test

A good test is one that provides valid data which enable reliable predictions of behaviour or 
performance to be made and therefore assists in the process of making objective and reasoned 
decisions when selecting people for jobs. It will be based on research that has produced stand-
ardized criteria derived by using the same measure to test a number of representative people 
to produce a set of ‘norms’ for comparison purposes. The test should be capable of being 
objectively scored by reference to the normal or average performance of the group.

The characteristics of a good test

It is a sensitive measuring instrument that discriminates well between subjects. •

It has been standardized on a representative and sizeable sample of the popula- •
tion for which it is intended so that any individual’s score can be interpreted in 
relation to that of others.

It is reliable in the sense that it always measures the same thing. A test aimed at  •
measuring a particular characteristic, such as intelligence, should measure the 
same characteristic when applied to different people at the same or a different 
time or to the same person at different times.

It is valid in the sense that it measures the characteristic the test is intended to  •
measure. Thus, an intelligence test should measure intelligence (however 
defi ned) and not simply verbal facility. A test meant to predict success in a job 
or in passing examinations should produce reasonably convincing (statistically 
signifi cant) predictions.

Types of validity

There are fi ve types of validity:

1. Predictive validity – the extent to which the test correctly predicts future behaviour. To 
establish predictive validity it is necessary to conduct extensive research over a period of 
time. It is also necessary to have accurate measures of performance so that the prediction 
can be compared with actual behaviour.

2. Concurrent validity – the extent to which a test score differentiates individuals in relation to 
a criterion or standard of performance external to the test. This means comparing the test 
scores of high and low performances as indicated by the criteria and establishing the degree 
to which the test indicates who should fi t into the high or low performance groups.
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3. Content validity – the extent to which the test is clearly related to the characteristics of the 
job or role for which it is being used as a measuring instrument.

4. Face validity – the extent to which the test ‘looks’ or ‘feels’ right in the sense that it is meas-
uring what it is supposed to measure.

5. Construct validity – the extent to which the test measures a particular construct or char-
acteristic. Construct validity is in effect concerned with looking at the test itself. If it is 
meant to measure numerical reasoning, is that what it measures?

Measuring validity

A criterion-related approach is used to assess validity. This means selecting criteria against 
which the validity of the test can be measured. These criteria must refl ect ‘true’ performance at 
work as accurately as possible. A single criterion is inadequate. Multiple criteria should be 
used. The extent to which criteria can be contaminated by other factors should also be consid-
ered and it should be remembered that criteria are dynamic – they will change over time.

Test validity can be expressed as a predictive validity co-effi cient in which 1.0 would equal 
perfect correlation between test results and subsequent behaviour, while 0.0 would equal no 
relationship between the test and performance. The following rule of thumb guide was pro-
duced by Smith (1984) on whether a validity coeffi cient is big enough:

 over 0.50, excellent
 0.40–0.49, good
 0.30–0.39, acceptable
 less than 0.30, poor.

On the basis of the research conducted by Schmidt and Hunter (1998), only work sample tests 
and intelligence tests with coeffi cients of 0.54 and 0.51 respectively are excellent.

Interpreting test results

Test results can be interpreted by the use of norms or through criterion scores.

Norms

An individual’s score in a test is not meaningful on its own. It needs to be compared with the 
scores achieved by the population on whom the test was standardized – the norm or reference 
group. A normative score is read from a norms table and might, for example, indicate that 
someone has performed the test at a level equivalent to the top 30 per cent of the relevant 
population.
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Criterion scores

Norms simply tell us how someone has performed a test relative to other people. A more pow-
erful approach is to use the relationship between test scores and an indication of what the test 
is designed to measure, such as job success. This is described as a criterion measure. For 
example, when the test is validated it might be established that for scores of less than 10 on a 
test, 50 per cent of people would fail in the job, while the failure rate may be 35 per cent for 
those who score between 10 and 15 and 20 per cent for those scoring more than 15. The score 
achieved by the individual would therefore enable a prediction to be made of the likelihood of 
success.

Choosing tests

It is essential to choose tests that meet the four criteria of sensitivity, standardization, reliability 
and validity. It is very diffi cult to achieve the standards required if an organization tries to 
develop its own test batteries, unless it employs a qualifi ed psychologist or obtains professional 
advice from a member of the British Psychological Society. This organization, with the support 
of the reputable test suppliers, exercises rigorous control over who can use what tests and the 
standard of training required and given. Particular care should be taken when selecting per-
sonality tests – there are a lot of charlatans about.

Do-it-yourself tests are always suspect unless they have been properly validated and realistic 
norms have been established. They should not be used.

The use of tests in a selection procedure

While validated intelligence and personality tests can produce useful data, they should not be 
relied on entirely. It is best to combine them in a selection procedure with structured 
interviews.

Tests are often used as part of a selection procedure for occupations where a large number of 
recruits are required, and where it is not possible to rely entirely on examination results or 
information about previous experience as the basis for predicting future performance. In these 
circumstances it is economical to develop and administer the tests, and a suffi cient number of 
cases can be built up for the essential validation exercise. Tests usually form part of an assess-
ment centre procedure.

Intelligence tests are particularly helpful in situations where intelligence is a key factor, but 
there is no other reliable method of measuring it. It may, incidentally, be as important to use 
an intelligence test to keep out applicants who are too intelligent for the job as to use one to 
guarantee a minimal level of intelligence.
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Aptitude tests are most useful for jobs where specifi c and measurable skills are required, such 
as word-processing and skilled repair work. Personality tests can complement structured inter-
views and intelligence and aptitude tests. Some organizations use them for jobs such as selling 
where they believe that ‘personality’ is important, and where it is not too diffi cult to obtain 
quantifi able criteria for validation purposes. They may be used to assess integrity and consci-
entiousness where these characteristics are deemed to be important.

Tests should be administered only by people who have been trained in what the tests are meas-
uring, how they should be used, and how they should be interpreted.

It is essential to evaluate all tests by comparing the results at the interview stage with later 
achievements. To be statistically signifi cant, these evaluations should be carried out over a rea-
sonable period of time and cover as large a number of candidates as possible.

In some situations a battery of tests may be used, including various types of intelligence, per-
sonality and aptitude tests. These may be a standard battery supplied by a test agency, or a 
custom-built battery may be developed. The biggest pitfall to avoid is adding extra tests just for 
the sake of it, without ensuring that they make a proper contribution to the success of the pre-
dictions for which the battery is being used.

The CIPD (2007c) has noted that online testing is growing in popularity (25 per cent of 
respondents to their survey made some use of them). Online tests are most used for recruiting 
graduates and when high volumes of applicants have to be dealt with.

Good practice in psychological testing

The British Psychological Society and The International Test Commission have respectively 
produced guidelines on the general use of psychological tests and on the use of online 
testing.

General use of tests

People who use psychological tests are expected by the British Psychological Society (2007) 
to:

 1. Take steps to ensure that they are able to meet all the standards of competence defi ned by 
the British Psychological Society for the relevant Certifi cate(s) of Competence, and to 
endeavour, where possible, to develop and enhance their competence as test users.

 2. Monitor the limits of their competence in psychometric testing and not to offer services 
that lie outside their competence nor encourage or cause others to do so.

 3. Use tests only in conjunction with other assessment methods and only when their use can 
be supported by the available technical information.
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 4. Administer, score and interpret tests in accordance with the instructions provided by the 
test distributor and to the standards defi ned by the British Psychological Society.

 5. Store test materials securely and to ensure that no unqualifi ed person has access to them.

 6. Ensure test results are stored securely, are not accessible to unauthorized or unqualifi ed 
persons and are not used for any purposes other than those agreed with the test taker.

 7. Obtain the informed consent of potential test takers, making sure that they understand 
why the tests will be used, what will be done with their results and who will be provided 
with access to them.

 8. Ensure that all test takers are well informed and well prepared for the test session, and that 
all have had access to practice or familiarization materials where appropriate.

 9. Give due consideration to factors such as gender, ethnicity, age, disability and special 
needs, educational background and level of ability in using and interpreting the results of 
tests.

10. Provide the test taker and other authorized persons with feedback about the results in a 
form that makes clear the implications of the results, is clear and in a style appropriate to 
their level of understanding.

Guidelines on the use of online tests

The key points made in the guidelines on the use of online tests produced by The International 
Test Commission (2005) are:

 1. Only use websites supplied by test publishers who offer validated psychometric tests.

 2. Tests alone may not provide a complete assessment of an individual as other confi rmatory 
or ancillary information is not included.

 3. Provide test-takers with clear instructions on how to take the test.

 4. Provide relevant feedback to test-takers.

 5. When individuals take an unsupervised test, procedures should be used in the form of a 
confi rmatory test to check whether the test-taker’s original responses are consistent with 
the responses to the confi rmatory test.

Selection tests – key learning points

The types of tests

Intelligence, ability, personality and aptitude.

The characteristics of a good test

It is a sensitive measuring instrument. •
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Questions

1. What does the term ‘validity’ mean when applied to selection tests? How can it be 
measured?

2. What are the advantages and disadvantages of personality tests as a method of 
selection?

3. From a colleague: ‘I have just come back from a spell in our French associated company 
where they swear by graphology as a method of selection. Is there anything in it for 
us?’
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Selection tests – key learning points (continued)

It has been standardized on a repre- •
sentative and sizeable sample of the 
population for which it is intended.

It is reliable in the sense that it always  •
measures the same thing.

It is valid in the sense that it meas- •
ures the characteristic the test is 
intended to measure.

Test validity

The fi ve types of validity are: predictive, 
concurrent, content, face and construct.

Interpreting test results

Test results can be interpreted by the use of 
norms or through criterion scores.

Choosing tests

It is essential to choose tests that meet the 
four criteria of sensitivity, standardization, 
reliability and validity.

Using tests in a selection procedure

While validated intelligence and personal-
ity tests can produce useful data they should 
not be relied on entirely. It is best to combine 
them in a selection procedure with struc-
tured interviews.
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Key concepts and terms

Talent management •

Talent relationship management •

Talent pool •

War for talent •

On completing this chapter you should be able to defi ne these key concepts. 
You should also know about:

Learning outcomes

The meaning of talent  •
management

Developing a talent management  •
strategy

The process of talent  •
management

Management succession planning •
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Introduction

The concept of talent management as a process of ensuring that the organization has the tal-
ented people it needs only emerged in the late 1990s. It has now been recognized as a major 
resourcing activity, although its elements are all familiar. Talent management has been called a 
fad or a fashion, but David Guest argues that: ‘talent management is an idea that has been 
around for a long time. It’s been re-labelled, and that enables wise organizations to review 
what they are doing. It integrates some old ideas and gives them a freshness, and that is good’ 
(Guest cited in Warren 2006, p 29).

This chapter covers the meaning and process of talent management and talent management 
strategy. An important aspect of talent management – management succession planning – is 
dealt with at the end of the chapter.

The meaning of talent management

Talented people possess special gifts, abilities and aptitudes which enable them to perform 
effectively. As defi ned by the CIPD (2007f), ‘Talent consists of those individuals who can make 
a difference to organizational performance, either through their immediate contribution or in 
the longer term by demonstrating the highest levels of potential.’ Talent management is the 
process of identifying, developing, recruiting, retaining and deploying those talented people.

The term ‘talent management’ may refer simply to management succession planning and man-
agement development activities, although this notion does not really add anything to these 
familiar processes except a new, although admittedly quite evocative, name. It is better to 
regard talent management as a more comprehensive and integrated bundle of activities, the 
aim of which is to secure the fl ow of talent in an organization, bearing in mind that talent is a 
major corporate resource.

However, there are different views about what talent management means. Some follow the lead 
given by McKinsey & Company, which coined the phrase ‘the war for talent’ in 1997. A book 
on this subject by Michaels et al (2001) identifi ed fi ve imperatives that companies need to act 
on if they are going to win the war for managerial talent; these are as follows.
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Five imperatives for talent management, Michaels et al (2001)

1. Creating a winning employee value proposition that will make your 
company uniquely attractive to talent.

2. Moving beyond recruiting hype to build a long-term recruiting strategy.

3. Using job experience, coaching and mentoring to cultivate the potential in 
managers.

4. Strengthening your talent pool by investing in A players, developing B 
players and acting decisively on C players.

5. Central to this approach is a pervasive mindset – a deep conviction shared 
by leaders throughout the company that competitive advantage comes 
from having better talent at all levels.
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The McKinsey prescription has often been misinterpreted to mean that talent management is 
only about obtaining, identifying and nurturing high fl yers, ignoring the point they made that 
competitive advantage comes from having better talent at all levels.

Pfeffer (2001) has doubts about the war for talent concept, which he thinks is the wrong meta-
phor for organizational success. He has expressed the following belief.

Doubts about the war for talent concept, Pfeffer (2001)

Fighting the war for talent itself can cause problems. Companies that adopt a 
talent war mindset often wind up venerating outsiders and downplaying the 
talent already in the company. They frequently set up competitive zero-sum 
dynamics that make internal learning and knowledge transfer diffi cult, activate 
the self-fulfi lling prophesy in the wrong direction (those labelled as less able 
become less able), and create an attitude of arrogance instead of an attitude of 
wisdom. For all these reasons, fi ghting the war for talent may be hazardous to 
an organization’s health and detrimental to doing the things that will make it 
successful.SO
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HR people also have different views, which state on the one hand that everyone has talent and 
it is not just about the favoured few, and on the other that you need to focus on the best. As 
reported by Warren (2006), Laura Ashley, director of talent at newspaper group Metro, believes 
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you must maximize the performance of your workforce as a whole if you are going to maxi-
mize the performance of the organization. Alternatively, as also reported by Warren, Wendy 
Hirsh, principal associate at the Institute for Employment Studies, says it is not helpful to 
confuse talent management with overall employee development. Both are important, but 
talent management is best kept clear and focused. Another view was expressed by Thorne and 
Pellant (2007) who wrote: ‘No organization should focus all its attention on development of 
only part of its human capital. What is important, however, is recognizing the needs of differ-
ent individuals within its community.’

The general consensus seems to be that while talent management does concentrate on obtain-
ing, identifying and developing people with high potential, this should not be at the expense 
of the development needs of people generally.

The process of talent management

Talent management takes the form of a ‘bundle’ of interrelated processes, as shown in 
Figure 34.1.

Attraction 
and retention

policies

Business 
Strategy

Resourcing
strategy

External
resourcing

Internal
resourcing

Role

Talent
relationship
management

Performance
management

Continuing
talent
audit

Management
development

Learning and
development

Career
management

Management
succession

The
talent
pool

Figure 34.1 The elements of talent management

Talent management starts with the business strategy and what it signifi es in terms of the tal-
ented people required by the organization. Ultimately, the aim is to develop and maintain a 
pool of talented people. This is sometimes described as the ‘talent management pipe line’. Its 
elements are described below.
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The resourcing strategy

The business plan provides the basis for human resource planning, which defi nes human 
capital requirements and leads to attraction and retention policies and programmes for inter-
nal resourcing (identifying talented people within the organization and developing and pro-
moting them).

Attraction and retention policies and programmes

These policies and programmes describe the approach to ensuring that the organization both 
gets and keeps the talent it needs. Attraction policies lead to programmes for external resourc-
ing (recruitment and selection of people from outside the organization). Retention policies are 
designed to ensure that people remain as committed members of the organization. The 
outcome of these policies is a talent fl ow that creates and maintains the talent pool.

Talent audit

A talent audit identifi es those with potential and provides the basis for career planning and 
development – ensuring that talented people have the sequence of experience supplemented 
by coaching and learning programmes that will fi t them to carry out more demanding roles in 
the future. Talent audits can also be used to indicate the possible danger of talented people 
leaving (risk analysis) and what action may need to be taken to retain them.

Role design

Talent management is concerned with the roles people carry out. This involves role design – 
ensuring that roles provide the responsibility, challenge and autonomy required to create role 
engagement and motivation. It also means taking steps to ensure that people have the oppor-
tunity and are given the encouragement to learn and develop in their roles. Talent manage-
ment policies focus on role fl exibility – giving people the chance to develop their roles by 
making better and extended use of their talents.

Talent relationship management

Talent relationship management is the process of building effective relationships with people 
in their roles. It is concerned generally with creating a great place to work, but in particular it 
is about treating individual employees fairly, recognizing their value, giving them a voice and 
providing opportunities for growth. The aim is to achieve ‘talent engagement’, ensuring that 
people are committed to their work and the organization. As Sears (2003) points out, it is 
‘better to build an existing relationship rather than try to create a new one when someone 
leaves’.
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Performance management

Performance management processes provide a means of building relationships with people, 
identifying talent and potential, planning learning and development activities, and making the 
most of the talent possessed by the organization. Line managers can be asked to carry out sepa-
rate ‘risk analyses’ for any key staff to assess the likelihood of their leaving. Properly carried 
out, performance management is a means of increasing the engagement and motivation of 
people by providing positive feedback and recognition. This is part of a total reward system.

Learning and development

Learning and development policies and programmes are essential components in the process 
of talent management – ensuring that people acquire and enhance the skills and competencies 
they need. Policies should be formulated by reference to ‘employee success profi les’, which are 
described in terms of competencies and defi ne the qualities that need to be developed. 
Employee success profi les can be incorporated in role profi les.

Management succession planning

Management succession planning takes place to ensure that, as far as possible, the organization 
has the managers it requires to meet future business needs.

Career management

Career management, as discussed in Chapter 35, is concerned with the provision of opportu-
nities for people to develop their abilities and their careers in order to ensure that the organi-
zation has the fl ow of talent it needs and to satisfy their own aspirations.

Developing a talent management strategy

A talent management strategy consists of a view on how the processes described above should 
mesh together with an overall objective – to acquire and nurture talent wherever it is and 
wherever it is needed by using a number of interdependent policies and practices. Talent man-
agement is the notion of ‘bundling’ in action. The strategy covers the following aims.

The aims of talent management

Defi ne who the talent management programme should cover. •
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The following talent management checklist was developed by the CIPD (2006):

How are we defi ning talent and talent management? •

Where do professional and specialist staff fi t into our talent management process? •

What are the key features of the external environment and the labour market issues  •
impacting on our talent management task?

What are the main challenges we’re facing in developing a talent pipeline? •

What are we doing to overcome them? •

How do we defi ne and measure aspects of talent, such as potential? •

Defi ne what is meant by talent in terms of competencies and potential. •

Defi ne the future talent requirements of the organization. •

Develop the organization as an ‘employer of choice’ – a ‘great place to work’. •

Use selection and recruitment procedures that ensure that good quality people  •
are recruited who are likely to thrive in the organization and stay with it for a 
reasonable length of time (but not necessarily for life).

Design jobs and develop roles that give people opportunities to apply and grow  •
their skills and provide them with autonomy, interest and challenge.

Provide talented staff with opportunities for career development and growth. •

Create a working environment in which work processes and facilities enable  •
rewarding (in the broadest sense) jobs and roles to be designed and developed.

Provide scope for achieving a reasonable balance between working in the organ- •
ization and life outside work.

Develop a positive psychological contract. •

Develop the leadership qualities of line managers. •

Recognize those with talent by rewarding excellence, enterprise and  •
achievement.

Conduct talent audits that identify those with potential and those who might  •
leave the organization.

Introduce management succession planning procedures that identify the talent  •
available to meet future requirements and indicate what management develop-
ment activities are required.
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Are we benchmarking with other organizations? •

Have we clarifi ed for everyone involved the relationship between talent management  •
and other HR initiatives, such as succession planning?

What tools can be used to identify the right talent and assess potential, employee  •
engagement, etc?

Are we prepared to train and encourage those responsible for talent management to ask  •
serious questions about performance and potential, and to do something about those 
not up to the task?

How is the success of our talent management process measured? •

Do we undertake any systematic evaluation, including calculation of the fi nancial and  •
other benefi ts of talent management to our organization?

The qualities required

The development and implementation of a talent management strategy requires high quality 
management and leadership from the top and from senior managers and the HR function. As 
suggested by Younger et al (2007), the approaches required involve emphasizing ‘growth from 
within’, regarding talent development as a key element of the business strategy, being clear 
about the competencies and qualities that matter, maintaining well-defi ned career paths, 
taking management development, coaching and mentoring very seriously, and demanding 
high performance.

Management succession planning

Management succession planning is the process of assessing and auditing the talent in the 
organization in order to answer three fundamental questions. First, are there enough potential 
successors available – a supply of people coming through who can take key roles in the longer 
term? Second, are they good enough? Third, have they the right skills and competencies for the 
future? At different stages in their careers, potential successors may be ranked in order, such as, 
a) being ready to do the next job now, b) being ready for a certain higher-grade position in, say, 
two years’ time, c) being ready for job rotation at the same level, and d) being ready for lateral 
assignments on temporary relief or project work.

Succession planning is based on the information about managers gleaned from supply and 
demand forecasts, talent audits and performance and potential reviews. In some large organi-
zations in which demand and supply forecasts can be made accurately, highly formalized suc-
cession planning processes exist based on the sort of management succession schedule 
illustrated in Figure 34.2.
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MANAGEMENT SUCCESSION SCHEDULE

Existing managers Potential successors

Department:

Name Position Due for
replacement

If promotable to
what position

and when?

Names:
1st and

2nd
choice

Positions WhenRating

Director/manager:

Performance Potential

Figure 34.2 Management succession schedule

However, the scope for formal succession planning may be limited in today’s more fl exible and 
rapidly changing organizations where elaborate succession plans could be out of date as soon 
as they are made. In these circumstances, the most that can be done is to use talent manage-
ment and management development processes to ensure that there are plenty of talented 
people around in ‘talent pools’ to fi ll vacancies as they arise, bearing in mind that the most tal-
ented or ambitious individuals may not want to wait very long.

Talent management – key learning points

The meaning of talent management

Talented people possess special gifts, abili-
ties and aptitudes that enable them to 
perform effectively. Talent management is 
the process of identifying, developing, 

recruiting, retaining and deploying those 
talented people.

The process of talent management

Talent management starts with the business 
strategy and what it signifi es in terms of the 
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Talent management – key learning points (continued)

talented people required by the organiza-
tion. Ultimately, its aim is to develop and 
maintain a pool of talented people. Its ele-
ments are resourcing strategies, attraction 
and retention programmes, role design, 
talent relationship management, perform-
ance management, learning and develop-
ment, management succession planning 
and career management.

Developing a talent management 
strategy

A talent management strategy consists of a 
view on how the processes described above 
should mesh together with an overall objec-
tive – to acquire and nurture talent 

wherever it is and wherever it is needed by 
using a number of interdependent policies 
and practices. Talent management is the 
notion of ‘bundling’ in action.

Management succession planning

Management succession planning is the 
process of assessing and auditing the talent 
in the organization in order to answer three 
fundamental questions: 1) are there enough 
potential successors available – a supply of 
people coming through who can take key 
roles in the longer term; 2) are they good 
enough; and 3) do they have the right skills 
and competencies for the future?

Questions

1. From your chief executive: ‘What’s this I hear about talent management? Is it simply new 
wine in old bottles as so many “innovative” HR practices seem to be? Is it for us and if 
so, why and how?’ How do you reply?

2. Jeffrey Pfeffer made the following typically trenchant remarks about the notion of ‘the 
war for talent’. What do you think? ‘This war-for-talent imagery overlooks the fact that 
effective teams often outperform even more talented collections of individuals, that 
individual talent and motivation is partly under the control of what companies do, and 
that what matters to organizational success is the set of management practices that 
create the culture. But it is not only that the war for talent is the wrong metaphor for 
organizational success. Fighting the war for talent itself can cause problems. Companies 
that adopt a talent war mindset often wind up venerating outsiders and downplaying 
the talent already inside the company. They frequently set up competitive, zero-sum 
dynamics that make internal learning and knowledge transfer diffi cult, activate the self-
fulfi lling prophecy in the wrong direction, and create an attitude of arrogance instead of 
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Questions (continued)

an attitude of wisdom. For all of these reasons, fi ghting the war for talent may be haz-
ardous to an organization’s health and detrimental to doing the things that will make it 
successful.’ What do you think?

3. As HR director you have proposed that a formal succession planning process should be 
introduced. This generated a sceptical response from the fi nance director who said that 
it was pointless to plan ahead because, a) we do not know what we want for more than 
a few months in advance, and b) in his experience it is diffi cult if not impossible to fore-
cast anyone’s potential for promotion. How do you respond?
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Career planning •

Protean career •
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Career stages •
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Introduction

Career management is an aspect of talent management but deserves to be considered sepa-
rately as an important activity in its own right. This chapter starts with a defi nition of career 
management and its aims. It then describes the framework of career planning – the stages that 
careers can follow within an organization and the dynamics that govern career progression. 
The next section of the chapter covers career management activities, and the chapter ends with 
a discussion of how people can manage their own careers with help, as required, from the 
organization.

Career management defi ned

Career management is concerned with the provision of opportunities for people to develop 
their abilities and their careers in order to ensure that the organization has the fl ow of talent it 
needs and to satisfy their own aspirations. It is about integrating the needs of the organization 
with the needs of the individual.

An important part of career management is career planning, which shapes the progression of 
individuals within an organization in accordance with assessments of organizational needs, 
defi ned employee success profi les and the performance, potential and preferences of individ-
ual members of the enterprise. But career management is also concerned with career counsel-
ling to help people develop their careers to their advantage as well as that of the organization.

Aims

For the organization the aim of career management is to meet the objectives of its talent man-
agement policies, which are to ensure that there is a talent fl ow that creates and maintains the 
required talent pool. For employees the aims of career management policies are: 1) to give 
them the guidance, support and encouragement they need to fulfi l their potential and achieve 
a successful career with the organization in tune with their talents and ambitions, and 2) to 
provide those with promise a sequence of experience and learning activities that will equip 
them for whatever level of responsibility they have the ability to reach.

Career management calls for an approach that explicitly takes into account both organiza-
tional needs and employee interests. It calls for creativity in identifying ways to provide devel-
opment opportunities. Career management policies and practices are best based on an 
understanding of the stages through which careers progress in organizations.
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Career stages

The stages of a career within an organization can be described as a career lifecycle. Hall (1984) 
set this out as follows.

Career stages

1. Entry to the organization when the individual can begin the process of self-directed 
career planning.

2. Progress within particular areas of work where skills and potential are developed 
through experience, training, coaching, mentoring and performance manage-
ment.

3. Mid-career when some people will still have good career prospects while others 
may have got as far as they are going to get, or at least feel that they have. It is nec-
essary to ensure that these ‘plateaued’ people do not lose interest at this stage by 
taking such steps as providing them with cross-functional moves, job rotation, 
special assignments, recognition and rewards for effective performance, etc.

4. Later career when individuals may have settled down at whatever level they have 
reached but are beginning to be concerned about the future. They need to be 
treated with respect as people who are still making a contribution and given oppor-
tunities to take on new challenges wherever this is possible. They may also need 
reassurance about their future with the organization and what is to happen to them 
when they leave.

5. End of career with the organization – the possibility of phasing disengagement by 
being given the chance to work part time for a period before they fi nally have to go 
should be considered at this stage.

Career dynamics

Career management should be based on an understanding of career dynamics. This is con-
cerned with how careers progress – the ways in which people move through their careers either 
upwards when they are promoted, or by enlarging or enriching their roles to take on greater 
responsibilities or make more use of their skills and abilities. The three stages of career pro-
gression – expanding, establishing and maturing – are illustrated in Figure 35.1. This also 
shows how individuals progress or fail to progress at different rates through these stages.
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Figure 35.1 Career progression curves

Career development strategy

A career development strategy might include the following activities:

a policy of promoting from within wherever possible; •

career routes enabling talented people to move from bottom to top of the organization,  •
or laterally in the fi rm, as their development and job opportunities take them;

personal development planning as a major part of the performance management  •
process, in order to develop each individual’s knowledge and skills;

systems and processes to achieve sharing and development of knowledge (especially  •
tacit) across the fi rm;

multi-disciplinary project teams with a shifting membership in order to offer develop- •
mental opportunities for as wide a range of employees as possible.

Career management activities

As described by Hirsh and Carter (2002), career management encompasses recruitment, per-
sonal development plans, lateral moves, special assignments at home or abroad, development 
positions, career bridges, lateral moves and support for employees who want to develop.
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Baruch and Peiperl (2000) identifi ed 17 career management practices, and their survey of 194 
UK companies established a rank order for their use. The practices are listed below in order, 
from most frequent to least frequent use.

Career management practices

 1. Postings regarding internal job openings.

 2. Formal education as part of career development.

 3. Performance appraisal as a basis for career planning.

 4. Career counselling by manager.

 5. Lateral moves to create cross-functional experience.

 6. Career counselling by HR department.

 7. Retirement preparation programmes.

 8. Succession planning.

 9. Formal mentoring.

10. Common career paths.

11. Dual ladder career paths (parallel hierarchy for professional staff).

12. Books and/or pamphlets on career issues.

13. Written personal career planning (as done by the organization or personally).

14. Assessment centres.

15. Peer appraisal.

16. Career workshops.

17. Upward (subordinate) appraisal.

The process of career management

The process of career management is illustrated in Figure 35.2.
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Figure 35.2 The process of career management

Career management policies

The organization needs to decide on the extent to which it ‘makes or buys’ talented people. 
Should it grow its own talent (a promotion from within policy) or should it rely on external 
recruitment (bringing ‘fresh blood’ into the organization)? The policy may be to recruit poten-
tially high performers who will be good at their present job and are rewarded accordingly. If 
they are really good, they will be promoted and the enterprise will get what it wants. Deliberately 
to train managers for a future that may never happen is a waste of time. In contrast and less 
frequently, employers who believe in long-term career planning develop structured approaches 
to career management. These include elaborate reviews of performance and potential, assess-
ment centres to identify talent or confi rm that it is there, ‘high fl yer’ schemes and planned job 
moves in line with a predetermined programme.

There may also be policies for dealing with the ‘plateaued’ manager who has got so far but will 
get no further. Some managers in this position may be reconciled to reaching that level but 
continue to work effectively. Others will become bored, frustrated and unproductive, espe-
cially rising stars on the wane. The steps that can be taken to deal with this problem include:

lateral moves into different functional areas or specialized subsidiaries, in order to  •
provide new challenges and career breadth;

temporary assignments and secondments outside the organization; •
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appointments as leaders of project teams set up to deal with performance barriers  •
inside the organization such as the slowness of responses to customer complaints.

Talent audits

These review the stocks of talent available and the fl ows required by reference to demand and 
supply forecasts and performance and potential assessments. They provide the basis for suc-
cession planning, as described in Chapter 34, and career planning, as covered later in this 
section.

Performance and potential assessments

The aim of performance and potential assessments is to identify learning and development 
needs, provide guidance on possible directions in which an individual’s career might go, and 
indicate who has potential for promotion. This information can be obtained from perform-
ance management processes, as described in Part VII.

Assessment of potential can be carried out formally by managers following a performance 
review. They may be asked to identify people who have very high potential, some potential or 
no potential at all. They may also be asked to indicate when individuals will be ready for pro-
motion and how far they are likely to get. The problem with this sort of assessment is that 
managers fi nd it diffi cult to forecast the future for the people they are reviewing – good per-
formance in the current job does not guarantee that individuals will be able to cope with wider 
responsibilities, especially if this involves moving into management, and managers may not 
necessarily be aware of the qualities required for longer-term promotion. But the organization 
does need information on those with potential and assessors should be encouraged at least to 
indicate that this is someone who is not only performing well in the present job but may well 
perform well in higher-level jobs. This information can identify those who may be nominated 
to attend development centres (see Chapter 45), which can be used to establish potential and 
discuss career plans.

Career planning

Career planning involves the defi nition of career paths – the routes people can take to advance 
their careers within an organization. It uses all the information provided by the organization’s 
assessments of requirements, the assessments of performance and potential and management 
succession plans, and translates it into the form of individual career development programmes 
and general arrangements for management development, career counselling and mentoring.

It is possible to defi ne career progression in terms of what people are required to know and be 
able to do to carry out work to progress up the ‘career ladder’ (the sequence of jobs at increas-
ing levels of responsibility, which constitute a career). These levels can be described as 



Career Management 597

competency bands. For each band, the competencies needed to achieve a move to that level 
would be defi ned to produce a career map incorporating ‘aiming points’ for individuals, as 
illustrated in Figure 35.3. People would be made aware of the competency levels they must 
reach in order to achieve progress in their careers. This would help them to plan their own 
development, although support and guidance should be provided by their managers, HR spe-
cialists and, if they exist, management development advisers or mentors. The provision of 
additional experience and training could be arranged as appropriate, but it would be impor-
tant to clarify what individual employees need to do for themselves if they want to progress 
within the organization.

Aiming point

Aiming point

Decline
Competency band 1 definition

Basic training 
and experience

Competency band 2 definition

Continuation training 
and experience

Competency band 3 definition

Advanced training 
and experience

Figure 35.3 Competency band career progression system

As reported by Ready and Conger (2007), at Proctor & Gamble, ‘destination jobs’ are identifi ed 
for rising stars, which are attainable only if the employee continues to perform, impress and 
demonstrate growth potential.

Career family grade structures, as described in Chapter 49, can defi ne levels of competency in 
each career family and show career paths upwards within families or between families, as illus-
trated in Figure 35.4.
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Figure 35.4 Career paths in a career family structure

Formal career planning along these lines may be the ideal but, as noted by Hirsh et al (2000), 
there has been a shift from managed career moves to more open internal job markets. The 
process of internal job application has become the main way in which employees manage their 
careers.

Self-managed careers

The organization may need to manage careers as part of its talent management and manage-
ment succession programmes and can provide support and guidance to people with potential. 
Ultimately, however, it is up to individuals to manage their own careers within and beyond 
their present organization. Handy (1984) used the term ‘portfolio career’ to describe his fore-
cast that people will increasingly change the direction of their careers during the course of 
their working life. Hall (1996) coined the phrase the ‘protean career’ in which individuals take 
responsibility for transforming their career path (the name comes from the Greek god Proteus 
who could change his shape at will).

Schein (1978) originated the notion of career anchors. He defi ned them as the self-concept of 
people consisting of self-perceived talents and abilities, basic values and a sense of motives and 
needs relating to their careers. As people gain work experience, career anchors evolve and 
function as stabilizing forces, hence the metaphor of ‘anchor’. His original research in the 1970s 
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showed that most people’s self-concept revolved round the following categories refl ecting their 
needs.

Self-concept categories, Schein (1978)

1. Autonomy/independence.

2. Security/stability.

3. Technical-functional competence.

4. General managerial competence.

5. Entrepreneurial creativity.

6. Service or dedication to a cause.

7. Pure challenge.

8. Lifestyle.
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The original concept of career anchors was developed at a time when jobs were relatively static 
and career paths within and between organizations were fairly easy to map. But as Schein 
pointed out in an update of his concept in 1996, jobs are increasingly becoming more dynamic 
and there is a shift from the provision of ‘employment security’ to ‘employability security’. 
Calling on his experience in administering his career anchor self-analysis exercise, Schein 
claimed that while each of the anchor categories are still valid, they are more diffi cult to apply 
as the world of work and organizational structure become more turbulent.

Although the career anchor is designed as a self-analysis tool it can be used by career counsel-
lors within and outside organizations as the basis for discussing career plans and how they can 
be realized, but it is necessary to consider the changing perceptions of people about their 
careers. Research on career anchors in a changing business environment based on interviews 
with 540 managers, carried out by Kniveton (2004), indicated that younger managers were 
more oriented towards their own skills and what they could contribute, whereas older manag-
ers were more inclined to be aware of the limitations of their role in the organization. It was 
stressed that this difference needed to be taken into account by those involved in career plan-
ning within organizations.



600 People Resourcing

Career management – key learning points

The aims of career management

For the organization, the aim of career 
management is to meet the objectives of its 
talent management policies, which are to 
ensure that there is a talent fl ow that creates 
and maintains the required talent pool. For 
employees, the aims of career management 
policies are to give them the guidance, 
support and encouragement they need to 
fulfi l their potential and achieve a success-
ful career with the organization in tune 
with their talents and ambitions.

Career stages

Entry to the organization. •

Progress within particular areas of  •
work.

Mid-career. •

Later career. •

End of career. •

Career management activities

The fi ve most common activities are:

1. Postings regarding internal job 
openings.

2. Formal education as part of career 
development.

3. Performance appraisal as a basis for 
career planning.

4. Career counselling by manager.

5. Lateral moves to create cross-func-
tional experience.

Career management policies

The organization needs to decide on the 
extent to which it ‘makes or buys’ talented 
people (ie grows from within or recruits 
from outside). It also needs policies on 
talent audits and performance and poten-
tial assessments.

Self-managed careers

The organization may need to manage 
careers as part of its talent management 
and management succession programmes 
and can provide support and guidance to 
people with potential. Ultimately, however, 
it is up to individuals to manage their own 
careers within and beyond their present 
organization.

Questions

1. Drawing upon research fi ndings, how might you use past assessments of an individual’s 
strengths and weaknesses to help clarify their future development?

2. Critically evaluate Schein’s concept of career anchors.
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Questions (continued)

3. Identify and justify the guidance that you would give to line managers in your organiza-
tion to ensure that they provide effective career management support to all members of 
their staff.

4. Review the career paths available for key occupations in your organization. What can be 
done to improve the process of career development?
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Introduction

It is important to ensure that care is taken over introducing people to the organization through 
effective induction arrangements, as described in this chapter.

Induction: what it is and why it is important

Induction is the process of receiving and welcoming employees when they fi rst join a company 
and giving them the basic information they need to settle down quickly and happily and start 
work.

Aims of induction

1. Smooth the preliminary stages when everything is likely to be strange and unfamil-
iar to the starter.

2. Establish quickly a favourable attitude to the organization in the mind of new 
employees so that they are more likely to stay.

3. Obtain effective output from the new employee in the shortest possible time.

4. Reduce the likelihood of the employee leaving quickly.

Induction is important because it reduces the cost and inconvenience of early leavers. Employees 
are far more likely to resign during the initial months after joining the organization. First 
impressions are important as is the impact of the fi rst four weeks of employment. Such early 
resignations cause disruption and create recurrent costs such as the costs of obtaining replace-
ments, induction costs – training and the costs of lower productivity from new starters – and 
the costs arising from the gaps that occur before a leaver is replaced.

These costs can be considerable. The cost for a professional employee could be 75 per cent of 
annual salary. For a support worker the cost could easily reach 50 per cent of pay. If 15 out of 
100 staff paid an average of £20,000 a year leave during a year, the total cost could amount to 
£150,000 – 7.5 per cent of the pay roll for those staff. It is worth making an effort to reduce that 
cost; giving more attention to induction pays off. This means considering the reception of 
newcomers, the information they are given when they join, the initial briefi ng, how people are 
introduced to their workplace, a formal induction course and induction training.
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Reception

Most people suffer from some feelings of trepidation when they start a new job. However out-
wardly confi dent, they may well be asking themselves, what will the company be like? How will 
my boss behave to me? Will I get on with the other workers? Will I be able to do the job?

These questions may not be answered immediately but at least general fears may be alleviated 
by ensuring that the fi rst contacts are friendly and helpful.

Checklist for reception, Fowler (1996)

Ensure that the person whom the starter fi rst meets (ie the receptionist,  •
HR assistant or supervisor) knows of their pending arrival and what to 
do next.

Set a reporting time, which will avoid the risk of the starter turning up  •
before the reception or offi ce staff arrive.

Train reception staff in the need for friendly and effi cient helpfulness  •
towards new starters.

If the new starter has to go to another location immediately after report- •
ing, provide a guide, unless the route to the other location is very 
straightforward.

Avoid keeping the new starter waiting; steady, unhurried, guided activ- •
ity is an excellent antidote to fi rst day nerves.
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Documentation

A variety of documents may then be issued to employees, including safety rules and safety lit-
erature, a company rule book or an employee handbook. The latter should include the 
following.

Employee handbook contents

A brief description of the organization. •

Details of basic terms and conditions of employment (hours of work, holidays,  •
pension scheme, insurance, payment arrangements).
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If the organization is not large enough to justify a printed handbook, the least that can be done 
is to prepare a word-processed summary of this information.

Company induction – initial briefi ng

Company induction procedures should not rely on the printed word. The member of the HR 
department or other individual who is looking after new employees should run through the 
main points with each individual or, when larger numbers are being taken on, with groups of 
people. In this way, a more personal touch is provided and queries can be answered.

When the initial briefi ng has been completed, new employees should be taken to their place of 
work and introduced to their manager or team leader for the departmental induction pro-
gramme. Alternatively, they may go straight to a training school and join the department later.

Introduction to the workplace

New starters will be concerned about who they are going to work for (their immediate manager 
or team leader), who they are going to work with, what work they are going to do on their fi rst 
day and the geographical layout of their place of work (location of entrances, exits, lavatories, 
restrooms and the canteen).

Some of this information may be provided by a member of the HR department, or an assistant 
in the new employee’s place of work. But the most important source of information is the 
immediate manager, supervisor or team leader.

Sickness and absence – notifi cation of absence, leave of absence, certifi cates,  •
pay.

Company rules. •

Company procedures – disciplinary, capability and grievance. •

Union and joint consultation arrangements. •

Education and training facilities. •

Health and safety arrangements. •

Medical and fi rst aid facilities. •

Restaurant facilities. •
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The departmental induction programme should, wherever possible, start with the departmen-
tal manager, not the immediate team leader. The manager may give only a general welcome 
and a brief description of the work of the department before handing new employees over to 
their team leaders for the more detailed induction. But it is important for the manager to be 
involved at this stage so that he or she is not seen as a remote fi gure by the new employee. At 
least this means that the starter will not be simply a name or a number to the manager.

The detailed induction is probably best carried out by the immediate team leader, who should 
have the following fi ve main aims.

Induction to the workplace – aims

1. Put the new employee at ease.

2. Interest the employee in the job and the organization.

3. Provide basic information about working arrangements.

4. Indicate the standards of performance and behaviour expected from the 
employee.

5. Tell the employee about training arrangements and how he or she can progress in 
the company.

The team leader should introduce new starters to their fellow team members. It is best to get 
one member of the team to act as a guide or ‘starter’s friend’. There is much to be said for these 
initial guides being people who have not been long with the organization. As relative newcom-
ers they are likely to remember all the small points that were a source of worry to them when 
they started work, and so help new employees to settle in quickly.

Formal induction courses

Formal induction courses can provide for new starters to be assembled in groups so that a 
number of people can be given consistent and comprehensive information at the same time 
that may not be forthcoming if reliance is placed solely on team leaders. A formal course is an 
opportunity to deliver messages about the organization, its products and services, its mission 
and values, using a range of media such as DVDs and other visual aids that would not be avail-
able within departments. But formal induction courses cannot replace informal induction 
arrangements at the workplace where the most important need – settling people well – can 
best be satisfi ed.
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On-the-job induction training

Most new starters other than those on formal training schemes will learn on-the-job, although 
this may be supplemented with special off-the-job courses to develop particular skills or 
knowledge. On-the-job training can be haphazard, ineffi cient and wasteful. A planned, sys-
tematic approach is desirable. This can incorporate an assessment of what the new starter 
needs to learn, the use of designated and trained colleagues to act as guides and mentors, and 
coaching by team leaders or specially appointed and trained departmental trainers.

These on-the-job arrangements can be supplemented by self-managed learning arrangements 
by offering access to fl exible learning packages and by providing advice on learning 
opportunities.

Introduction to the organization – key learning points

The aims of induction

Smooth the preliminary stages when  •
everything is likely to be strange and 
unfamiliar to the starter.

Establish quickly a favourable atti- •
tude to the organization in the mind 
of new employees so that they are 
more likely to stay.

Obtain effective output from the  •
new employee in the shortest possi-
ble time.

Reduce the likelihood of the  •
employee leaving quickly.

The importance of induction

Induction is important because it reduces 
the cost and inconvenience of early leavers. 
Employees are far more likely to resign 
during the initial months after joining the 
organization. First impressions are impor-
tant as are the impact of the fi rst four weeks 

of employment. Such early resignations 
cause disruption and create recurrent 
costs.

Reception of employees

Ensure that the fi rst contacts are friendly 
and helpful.

Documentation

A variety of documents can be issued to 
employees, including safety rules and safety 
literature, a company rule book or an 
employee handbook.

Initial briefi ng

Company induction procedures should not 
rely on the printed word. The member of 
the HR department or other individual 
who is looking after new employees should 
run through the main points with each 
individual or, when larger numbers are 
being taken on, with groups of people.
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Questions

1. Why is it important to get induction right?

2. What are the essential elements of induction?

3. How should people be introduced to their workplace?

Reference
Fowler, A (1996) Induction, IPD, London

Introduction to the organization – key learning points 
(continued)

Introduction to the workplace

New starters will be concerned about who 
they are going to work for (their immediate 
manager or team leader), who they are 
going to work with, what work they are 
going to do on their fi rst day and the geo-
graphical layout of their place of work 
(location of entrances, exits, lavatories, 
restrooms and the canteen).

Formal induction courses

Formal induction courses can provide for 
new starters to be assembled in groups so 
that a number of people can be given 

consistent and comprehensive information 
at the same time that may not be forthcom-
ing if reliance is placed solely on team 
leaders. A formal course is an opportunity 
to deliver messages about the organization, 
its products and services, its mission and 
values.

On-the-job induction training

Most new starters other than those on 
formal training schemes will learn on-the-
job, although this may be supplemented 
with special off-the-job courses to develop 
particular skills or knowledge.
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Introduction

One of the most demanding areas of human resource management in organizations is in han-
dling arrangements for releasing people through redundancy, dismissal or retirement. This 
chapter deals with these issues in turn.

Redundancy

Redundancy takes place when the organization as a whole is going through a downsizing exer-
cise, when structural changes are being made, following mergers and acquisitions, and when 
individual jobs are no longer needed. If, unfortunately, redundancy has to take place, it is nec-
essary to plan ahead – seeking and implementing methods of avoiding redundancy as far as 
possible, making arrangements for voluntary redundancy and helping people to fi nd jobs 
(outplacement). HR usually has the onerous responsibility of handling the redundancy itself 
if all else fails.

Planning ahead

Planning ahead means that future reductions in people needs are anticipated and steps are 
taken to minimize compulsory redundancies. This can be done by allowing the normal fl ow of 
leavers (natural wastage) to reduce or even eliminate the need for redundancy, calling in out-
sourced work, reducing or eliminating overtime, reducing the number of part-timers and 
temporary staff, work-sharing (two people splitting one job between them), or, more reluc-
tantly, temporary layoffs.

Voluntary redundancy

Asking for volunteers – with a suitable payoff – is another way of reducing compulsory redun-
dancies. The disadvantage is that the wrong people might go, ie the good workers who fi nd it 
easy to get other work. It is sometimes necessary to go into reverse and offer such people a 
special loyalty bonus if they stay on.

Outplacement

Outplacement is about helping redundant employees to fi nd other work. It means helping 
them to cope with the trauma of redundancy through job shops and by counselling, often 
through specialized outplacement consultants.
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Job shops

Help may be provided on an individual basis through counselling or outplacement consult-
ants, but in larger scale redundancies ‘job shops’ can be set up. The staff of the job shop, who 
may be from HR or are sometimes members of a specialized outplacement consultancy, scour 
the travel-to-work area seeking job opportunities, match people to jobs and arrange 
interviews.

Counselling

Counselling involves help and advice in identifying possible moves, preparing CVs and how to 
make the best impression in interviews. Counselling may be provided by HR staff but there is 
much to be said for using specialized outplacement consultants.

Outplacement consultants

Outplacement consultants provide counselling on how people can make the best use of what 
they can offer to other employers. They can be helped to identify their strengths and achieve-
ments, the type of job they are qualifi ed to do and the sort of employer who is most likely to 
want people with their experience and qualifi cations. Assistance can be provided in preparing 
what is sometimes called an ‘achievement CV’, which spells out what the individual has been 
successful in and prompts the thought in the employer’s mind that ‘what the individual has 
done for them he or she can do for us’.

Dismissal

Dismissal takes place when an employer terminates the employment of someone with or 
without notice. A contract can be terminated as a result of demotion or transfer as well as dis-
missal. People can be ‘constructively dismissed’ if they resign because of their employer’s 
unreasonable behaviour.

The principles of natural justice

Individuals should know the standards of performance they are expected to  •
meet and the rules to which they are expected to conform.

They should be given a clear indication of where they are failing or what rules  •
they have broken.

Except in cases of gross misconduct, they should be given an opportunity to  •
improve before disciplinary action is taken.
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Dismissals should be handled in accordance with the principles of natural justice. These prin-
ciples should form the basis of a disciplinary procedure, which is staged as follows.

Stages in a disciplinary procedure

1. An informal discussion on the problem.

2. A fi rst written warning.

3. A fi nal written warning.

4. Dismissal or action short of dismissal such as loss of pay or demotion.

If an employee faces serious disciplinary action such as dismissal the minimum statutory pro-
cedure should be followed, which involves:

 Step 1: a written note to the employee setting out the allegation and the basis for it.
 Step 2: a meeting to consider and discuss the situation.
 Step 3: a right of appeal including an appeal meeting.

Employees should be reminded of their right to be accompanied by a colleague or employee 
representative in disciplinary hearings.

Managers and team leaders should be made aware of the procedure and told what authority 
they have to take action. It is advisable to have all written warnings and any fi nal action 
approved by a higher authority. In cases of gross misconduct, managers and team leaders 
should be given the right to suspend if higher authority is not available, but not to dismiss. The 
importance of obtaining and recording the facts should be emphasized. Managers should 
always have a colleague with them when issuing a fi nal warning and should make a note to fi le 
of what was said on the spot.

Retirement

Retirement is a major change and should be prepared for. Retirement policies need to 
specify:

when people are due to retire; •

the circumstances, if any, in which they can work beyond their normal retirement  •
date;
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the provision of pre-retirement training on such matters as fi nance, insurance, state  •
pension rights and other benefi ts, health, working either for money or for a voluntary 
organization, and sources of advice and help;

the provision of advice to people about to retire. •

Release from the organization – key learning points

Redundancy

If, unfortunately, redundancy has to take 
place, it is necessary to plan ahead – seeking 
and implementing methods of avoiding 
redundancy as far as possible, making arrange-
ments for voluntary redundancy and helping 
people to fi nd jobs (outplacement). HR 
usually has the onerous responsibility of han-
dling the redundancy itself if all else fails.

Dismissal

Dismissal takes place when an employer ter-
minates the employment of someone with 
or without notice. A contract can be termi-
nated as a result of demotion or transfer as 
well as dismissal. People can be ‘construc-
tively dismissed’ if they resign because of 
their employer’s unreasonable behaviour.

Retirement

Retirement policies need to specify:

when people are due to retire; •

the circumstances, if any, in which  •
they can work beyond their normal 
retirement date;

the provision of pre-retirement  •
training on such matters as fi nance, 
insurance, state pension rights and 
other benefi ts, health, working 
either for money or for a voluntary 
organization, and sources of advice 
and help;

the provision of advice to people  •
about to retire.

Questions

1. How should planning ahead for redundancy take place?

2. What are the stages in a disciplinary procedure?

3. What should retirement policies specify?
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Part VII
Performance Management

Performance management processes have come to the fore in recent years as means of 

providing a more integrated and continuous approach to the management of perform-

ance than was provided by previous isolated and often inadequate merit rating or per-

formance appraisal schemes. Performance management is based on the principle of 

management by agreement or contract rather than management by command. It 

emphasizes development and the initiation of self-managed learning plans as well as 

the integration of individual and corporate objectives. It can, in fact, play a major role 

in providing for an integrated and coherent range of human resource management 

processes that are mutually supportive and contribute as a whole to improving organi-

zational effectiveness.

Part VII contents

38. The process of performance management 617

39. 360-degree feedback 643
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38
The Process of Performance 

Management

Key concepts and terms

Control theory •

Objectives •

Performance management •

Social cognitive theory •

Goal theory •

Performance appraisal •

Personal development planning •

SMART objectives •

On completing this chapter you will know about:

Learning outcomes

Objectives of performance  •
management

The performance management  •
cycle

Types of objectives •

Managing performance  •
throughout the year

Rating performance •

Introducing performance  •
management

Characteristics of performance  •
management

Performance and development  •
agreements

Performance planning •

Reviewing performance •

Dealing with under-performers •

Line managers and performance  •
management

 617
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Introduction

Performance management is an important HRM process that provides the basis for improving 
and developing performance and is part of the reward system in its most general sense. This 
chapter starts by defi ning performance management and discussing its objectives, characteris-
tics and underpinning theories. It continues with a description of the performance manage-
ment cycle and its three constituents: performance agreement, managing performance 
continuously, and reviewing and assessing performance. Finally, the chapter deals with man-
aging under-performers, introducing performance management and the role of line 
managers.

Performance management defi ned

Performance management is a systematic process for improving organizational performance 
by developing the performance of individuals and teams. It is a means of getting better results 
by understanding and managing performance within an agreed framework of planned goals, 
standards and competency requirements. As Weiss and Hartle (1997) commented, perform-
ance management is: ‘A process for establishing a shared understanding about what is to be 
achieved and how it is to be achieved, and an approach to managing people that increases the 
probability of achieving success.’

The main concerns of performance management

Performance management is concerned with:

aligning individual objectives to organizational objectives and encouraging  •
individuals to uphold corporate core values;

enabling expectations to be defi ned and agreed in terms of role responsibilities  •
and accountabilities (expected to do), skills (expected to have) and behaviours 
(expected to be);

providing opportunities for individuals to identify their own goals and develop  •
their skills and competencies.

It is sometimes assumed that performance appraisal is the same thing as performance manage-
ment. But there are signifi cant differences. Performance appraisal can be defi ned as the formal 
assessment and rating of individuals by their managers at or after a review meeting. It has been 
discredited because too often it has been operated as a top-down and largely bureaucratic 
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system owned by the HR department rather than by line managers. As Armstrong and Murlis 
(1998) asserted, performance appraisal too often degenerated into ‘a dishonest annual ritual’.

In contrast performance management is a continuous and much wider, more comprehensive and 
more natural process of management that clarifi es mutual expectations, emphasizes the support 
role of managers who are expected to act as coaches rather than judges and focuses on the future.

Objectives of performance management

The overall objective of performance management is to develop the capacity of people to meet 
and exceed expectations and to achieve their full potential to the benefi t of themselves and the 
organization. Performance management provides the basis for self-development but impor-
tantly, it is also about ensuring that the support and guidance people need to develop and 
improve is readily available.

Performance management objectives – respondents to the 2005 e-reward 
survey

Align individual and organizational objectives – 64 per cent. •

Improve organizational performance – 63 per cent. •

Improve individual performance – 46 per cent. •

Provide the basis for personal development – 37 per cent. •

Develop a performance culture – 32 per cent. •

Inform contribution/performance pay decisions – 21 per cent. •SO
U
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The following is a typical statement of objectives from one respondent to the e-reward survey: 
‘To support culture change by creating a performance culture and reinforcing the values of the 
organization with an emphasis on the importance of these in getting a balance between “what” 
is delivered and “how” it is delivered.’

Characteristics of performance management

Performance management is a planned process of which the fi ve primary elements are agree-
ment, measurement, feedback, positive reinforcement and dialogue. It is concerned with meas-
uring outcomes in the shape of delivered performance compared with expectations expressed 
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as objectives (management by objectives). In this respect it focuses on targets, standards and 
performance measures or indicators. It is based on the agreement of role requirements, objec-
tives and performance improvement and personal development plans. It provides the setting 
for ongoing dialogues about performance, which involves the joint and continuing review of 
achievements against objectives, requirements and plans.

It is also concerned with inputs and values. The inputs are the knowledge, skills and behav-
iours required to produce the expected results. Developmental needs are identifi ed by defi ning 
these requirements and assessing the extent to which the expected levels of performance have 
been achieved through the effective use of knowledge and skills and through appropriate 
behaviour that upholds core values.

Performance management is not just a top-down process in which managers tell their subor-
dinates what they think about them, set objectives and institute performance improvement 
plans. It is not something that is done to people. As Buchner (2007) emphasizes, performance 
management should be something that is done for people and in partnership with them.

Performance management is a continuous and fl exible process that involves managers and 
those whom they manage acting as partners within a framework that sets out how they can 
best work together to achieve the required results. It is based on the principle of management 
by contract and agreement rather than management by command. It relies on consensus and 
cooperation rather than control or coercion.

Performance management focuses on future performance planning and improvement and 
personal development rather than on retrospective performance appraisal (Armstrong, 2006). 
It functions as a continuous and evolutionary process in which performance improves over 
time. It provides the basis for regular and frequent dialogues between managers and individu-
als about performance and development needs based on feedback and self-assessment. It is 
mainly concerned with individual performance but it can also be applied to teams. The empha-
sis is on development, although performance management is an important part of the reward 
system through the provision of feedback and recognition and the identifi cation of opportu-
nities for growth. It may be associated with performance- or contribution-related pay but its 
developmental aspects are much more important.

Underpinning theories

The following three theories underpinning performance management have been identifi ed by 
Buchner (2007).

Goal theory

Goal theory, as developed by Latham and Locke (1979), highlights four mechanisms that 
connect goals to performance outcomes: 1) they direct attention to priorities; 2) they stimulate 
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effort; 3) they challenge people to bring their knowledge and skills to bear to increase their 
chances of success; and 4) the more challenging the goal, the more people will draw on their 
full repertoire of skills. This theory underpins the emphasis in performance management on 
setting and agreeing objectives against which performance can be measured and managed.

Control theory

Control theory focuses attention on feedback as a means of shaping behaviour. As people 
receive feedback on their behaviour they appreciate the discrepancy between what they are 
doing and what they are expected to do and take corrective action to overcome the discrep-
ancy. Feedback is recognized as a crucial part of performance management processes.

Social cognitive theory

Social cognitive theory was developed by Bandura (1986). It is based on his central concept of 
self-effi cacy. This suggests that what people believe they can or cannot do powerfully impacts 
on their performance. Developing and strengthening positive self-belief in employees is there-
fore an important performance management objective.

The performance management cycle

Performance management takes the form of a continuous self-renewing cycle, as illustrated in 
Figure 38.1 and described below.

Performance
review and
assessment

Managing
performance
throughout

the year

Performance
and

development
agreement

Figure 38.1 The performance management cycle
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Performance and development agreements

Performance and development agreements form the basis for development, assessment and 
feedback in the performance management process. They defi ne expectations in the form of a 
role profi le, which sets out role requirements in terms of key result areas and the competencies 
required for effective performance. The role profi le provides the basis for agreeing objectives 
and methods of measuring performance and assessing the level of competency reached. The 
performance agreement incorporates any performance improvement plans that may be neces-
sary and a personal development plan. It describes what individuals are expected to do but also 
indicates what support they will receive from their manager.

Performance agreements emerge from the analysis of role requirements and the performance 
review. An assessment of past performance leads to an analysis of future requirements. The 
two processes can take place at the same meeting.

Defi ning role requirements

The foundation for performance management is a role profi le, which defi nes the role in terms 
of the key results expected, what role holders need to know and be able to do (technical com-
petencies), and how they are expected to behave in terms of behavioural competencies and 
upholding the organization’s core values. Role profi les need to be updated every time a formal 
performance agreement is developed. Guidelines on preparing role profi les and an example 
are given in Chapter 26.

Objectives

Objectives or goals describe something that has to be accomplished. Objectives setting that 
results in an agreement on what the role holder has to achieve is an important part of the per-
formance management processes of defi ning and managing expectations and forms the point 
of reference for performance reviews.

Types of objectives

Ongoing role or work objectives – all roles have built-in objectives that may be  •
expressed as key result areas in a role profi le.

Targets – these defi ne the quantifi able results to be attained as measured in such  •
terms as output, throughput, income, sales, levels of service delivery and cost 
reduction.

Tasks/projects – objectives can be set for the completion of tasks or projects by  •
a specifi ed date or to achieve an interim result.



The Process of Performance Management 623

Criteria for objectives

Many organizations use the following SMART mnemonic to summarize the criteria for 
objectives:

 S =  Specifi c/stretching – clear, unambiguous, straightforward, understandable and 
challenging.

 M = Measurable – quantity, quality, time, money.
 A =  Achievable – challenging but within the reach of a competent and committed 

person.
 R =  Relevant – relevant to the objectives of the organization so that the goal of the indi-

vidual is aligned to corporate goals.
 T =  Time framed – to be completed within an agreed timescale.

Measuring performance in achieving objectives

Measurement is an important concept in performance management. It is the basis for provid-
ing and generating feedback, it identifi es where things are going well to provide the founda-
tions for building further success, and it indicates where things are not going so well, so that 
corrective action can be taken.

Measuring performance is relatively easy for those who are responsible for achieving quanti-
fi ed targets, for example sales. It is more diffi cult in the case of knowledge workers, for example 
scientists. But this diffi culty is alleviated if a distinction is made between the two forms of 
results – outputs and outcomes. An output is a result that can be measured quantifi ably, while 
an outcome is a visible effect that is the result of effort but cannot necessarily be measured in 
quantifi ed terms.

There are components in all jobs that are diffi cult to measure quantifi ably as outputs, but all 
jobs produce outcomes even if they are not quantifi ed. It is therefore often necessary to measure 
performance by reference to what outcomes have been attained in comparison with what out-
comes were expected, and the outcomes may be expressed in qualitative terms as a standard or 

Behavioural – behavioural expectations are often set out generally in compe- •
tency frameworks but they may also be defi ned individually under the frame-
work headings. Competency frameworks may deal with areas of behaviour 
associated with core values, for example teamwork, but they often convert the 
aspirations contained in value statements into more specifi c examples of desir-
able and undesirable behaviour, which can help in planning and reviewing 
performance.
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level of competency to be attained. That is why it is important when agreeing objectives to 
answer the question, ‘How will we know that this objective has been achieved?’ The answer 
needs to be expressed in the form, ‘Because such and such will have happened.’ The ‘such and 
such’ will be defi ned either as outputs in such forms as meeting or exceeding a quantifi ed 
target, completing a project or task satisfactorily (what is ‘satisfactory’ having been defi ned), or 
as outcomes in such forms as reaching an agreed standard of performance, or delivering an 
agreed level of service.

However, when assessing performance it is also necessary to consider inputs in the shape of the 
degree of knowledge and skill attained and behaviour that is demonstrably in line with the 
standards set out in competency frameworks and statements of core values. Behaviour cannot 
be measured quantitatively but it can be assessed against defi nitions of what constitutes good 
and not so good behaviour, and the evidence that can be used to make that assessment can be 
identifi ed.

Performance planning

The performance planning part of the performance management sequence involves agree-
ment between the manager and the individual on what the latter needs to do to achieve objec-
tives, raise standards, improve performance and develop the required competencies. It also 
establishes priorities – the key aspects of the job to which attention has to be given. The aim is 
to ensure that the meaning of the objectives, performance standards and competencies as they 
apply to everyday work is understood. They are the basis for converting aims into action.

Agreement is also reached at this stage on how performance will be measured and the evidence 
that will be used to establish levels of competence. It is important that these measures and evi-
dence requirements should be identifi ed and fully agreed now because they will be used by 
individuals as well as managers to monitor and demonstrate achievements.

Personal development planning

A personal development plan provides a learning action plan for which individuals are respon-
sible with the support of their managers and the organization. It may include formal training 
but, more importantly, it will incorporate a wider set of learning and development activities 
such as self-managed learning, coaching, mentoring, project work, job enlargement and job 
enrichment. If multi-source assessment (360-degree feedback) is practised in the organization 
this will be used to discuss development needs.

The development plan records the actions agreed to improve performance and to develop 
knowledge, skills and capabilities. It is likely to focus on development in the current job – to 
improve the ability to perform it well and also, importantly, to enable individuals to take on 
wider responsibilities, extending their capacity to undertake a broader role. This plan therefore 
contributes to the achievement of a policy of continuous development that is predicated on 
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the belief that everyone is capable of learning more and doing better in their jobs. The plan will 
also contribute to enhancing the potential of individuals to carry out higher-level jobs.

Managing performance throughout the year

Perhaps one of the most important concepts of performance management is that it is a con-
tinuous process that refl ects normal good management practices of setting direction, moni-
toring and measuring performance and taking action accordingly. Performance management 
should not be imposed on managers as something ‘special’ they have to do. It should instead 
be treated as a natural function that all good managers carry out.

This approach contrasts with that used in conventional performance appraisal systems, which 
were usually built around an annual event, the formal review, which tended to dwell on the 
past. This was carried out at the behest of the personnel department, often perfunctorily, and 
then forgotten. Managers proceeded to manage without any further reference to the outcome 
of the review and the appraisal form was buried in the personnel record system.

To ensure that a performance management culture is built and maintained, performance man-
agement has to have the active support and encouragement of top management who must 
make it clear that it is regarded as a vital means of achieving sustained organizational success. 
They must emphasize that performance management is what managers are expected to do and 
that their performance as managers will be measured by reference to the extent to which they 
do it conscientiously and well. Importantly, the rhetoric supporting performance manage-
ment must be converted into reality by the deeds as well as the words of the people who have 
the ultimate responsibility for running the business.

The sequence of performance management activities as described in this chapter does no more 
than provide a framework within which managers, individuals and teams work together in 
whatever ways best suit them to gain better understanding of what is to be done, how it is to 
be done and what has been achieved. This framework and the philosophy that supports it can 
form the basis for training newly appointed or would-be managers in this key area of their 
responsibilities. It can also help in improving the performance of managers who are not up to 
standard in this respect.

A formal, often annual, review is still an important part of a performance management frame-
work but it is not the most important part. Equal, if not more, prominence is given to the per-
formance agreement and the continuous process of performance management.

Reviewing performance

Although performance management is a continuous process it is still necessary to have a 
formal review once or twice a year. This provides a focal point for the consideration of key per-
formance and development issues. The performance review meeting is the means through 
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which the fi ve primary performance management elements of agreement, measurement, feed-
back, positive reinforcement and dialogue can be put to good use. It leads to the completion of 
the performance management cycle by informing performance and development agreements. 
It involves some form of assessment, as considered in the next section of this chapter.

The review should be rooted in the reality of the individual’s performance. It is concrete, not 
abstract and it allows managers and individuals to take a positive look together at how per-
formance can become better in the future and how any problems in meeting performance 
standards and achieving objectives can be resolved. Individuals should be encouraged to assess 
their own performance and become active agents for change in improving their results. 
Managers should be encouraged to adopt their proper enabling role; coaching and providing 
support and guidance.

There should be no surprises in a formal review if performance issues have been dealt with as 
they should have been – as they arise during the year. Traditional appraisals are often no more 
than an analysis of where those involved are now, and where they have come from. This static 
and historical approach is not what performance management is about. The true role of per-
formance management is to look forward to what needs to be done by people to achieve the 
purpose of the job, to meet new challenges, to make even better use of their knowledge, skills 
and abilities, to develop their capabilities by establishing a self-managed learning agenda and 
to reach agreement on any areas where performance needs to be improved and how that 
improvement should take place. This process also helps managers to improve their ability to 
lead, guide and develop the individuals and teams for whom they are responsible.

The most common practice has traditionally been to have one annual review, which was the 
practice of 44 per cent of the respondents to the 2008 IRS survey (Wolff, 2008). But twice-
yearly reviews are becoming more common (39 per cent of the IRS respondents). These reviews 
lead directly into the conclusion of a performance agreement (at the same meeting or later). It 
can be argued that formal reviews are unnecessary and that it is better to conduct informal 
reviews as part of normal good management practice to be carried out as and when required. 
Such informal reviews are valuable as part of the continuing process of performance manage-
ment (managing performance throughout the year, as discussed in the previous chapter). But 
there is everything to be said for an annual or half-yearly review that sums up the conclusions 
reached at earlier reviews and provides a fi rm foundation for a new performance agreement 
and a framework for reviewing performance informally, whenever appropriate.

Criteria for reviewing performance

The criteria for reviewing performance should be balanced between:

achievements in relation to objectives; •

the level of knowledge and skills possessed and applied (competences or technical  •
competencies);
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behaviour in the job as it affects performance (competencies); •

the degree to which behaviour upholds the core values of the organization; •

day-to-day effectiveness. •

The criteria should not be limited to a few quantifi ed objectives as has often been the case in 
traditional appraisal schemes. In many cases the most important consideration will be the job 
holders’ day-to-day effectiveness in meeting the continuing performance standards associated 
with their key tasks. It may not be possible to agree meaningful new quantifi ed targets for 
some jobs every year. Equal attention needs to be given to the behaviour that has produced the 
results as to the results themselves.

Conducting a performance review meeting

There are 12 golden rules for conducting performance review meetings.

 1. Be prepared. Managers should prepare by referring to a list of agreed objectives and their 
notes on performance throughout the year. They should form views about the reasons for 
success or failure and decide where to give praise, which performance problems should be 
mentioned and what steps might be undertaken to overcome them. Thought should also 
be given to any changes that have taken place or are contemplated in the individual’s role 
and to work and personal objectives for the next period.

 Individuals should also prepare in order to identify achievements and problems, and to be 
ready to assess their own performance at the meeting. They should also note any points 
they wish to raise about their work and prospects.

 2. Work to a clear structure. The meeting should be planned to cover all the points identifi ed 
during preparation. Suffi cient time should be allowed for a full discussion – hurried meet-
ings will be ineffective. An hour or two is usually necessary to get maximum value from 
the review.

 3. Create the right atmosphere. A successful meeting depends on creating an informal envi-
ronment in which a full, frank but friendly exchange of views can take place. It is best to 
start with a fairly general discussion before getting into any detail.

 4. Provide good feedback. Individuals need to know how they are getting on. Feedback should 
be based on factual evidence. It refers to results, events, critical incidents and signifi cant 
behaviours that have affected performance in specifi c ways. The feedback should be pre-
sented in a manner that enables individuals to recognize and accept its factual nature – it 
should be a description of what has happened, not a judgement. Positive feedback should 
be given on the things that the individual did well in addition to areas for improvement. 
People are more likely to work at improving their performance and developing their skills 
if they feel empowered by the process.
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 5. Use time productively. The reviewer should test understanding, obtain information, and 
seek proposals and support. Time should be allowed for the individual to express his or 
her views fully and to respond to any comments made by the manager. The meeting should 
take the form of a dialogue between two interested and involved parties both of whom are 
seeking a positive conclusion.

 6. Use praise. If possible, managers should begin with praise for some specifi c achievement, 
but this should be sincere and deserved. Praise helps people to relax – everyone needs 
encouragement and appreciation.

 7. Let individuals do most of the talking. This enables them to get things off their chest and 
helps them to feel that they are getting a fair hearing. Use open-ended questions (ie ques-
tions that invite the individual to think about what to reply rather than indicating the 
expected answer). This is to encourage people to expand.

 8. Invite self-assessment. This is to see how things look from the individual’s point of view 
and to provide a basis for discussion – many people underestimate themselves. Ask ques-
tions such as those given below.

Self-assessment questions

How well do you feel you have done? •

What do you feel are your strengths? •

What do you like most/least about your job? •

Why do you think that project went well? •

Why do you think you didn’t meet that target? •

 9. Discuss performance not personality. Discussions on performance should be based on 
factual evidence, not opinion. Always refer to actual events or behaviour and to results 
compared with agreed performance measures. Individuals should be given plenty of scope 
to explain why something did or did not happen.

10. Encourage analysis of performance. Don’t just hand out praise or blame. Analyse jointly 
and objectively why things went well or badly and what can be done to maintain a high 
standard or to avoid problems in the future.

11. Don’t deliver unexpected criticisms. There should be no surprises. The discussion should 
only be concerned with events or behaviours that have been noted at the time they took 
place. Feedback on performance should be immediate; it should not wait until the end of 
the year. The purpose of the formal review is to refl ect briefl y on experiences during the 
review period and on this basis to look ahead.
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12. Agree measurable objectives and a plan of action. The aim should be to end the review 
meeting on a positive note.

These golden rules may sound straightforward and obvious enough but they will only func-
tion properly in a culture that supports this type of approach. This emphasizes the importance 
of getting and keeping top management support and the need to take special care in develop-
ing and introducing the system and in training managers and their staff.

Assessing performance

Most performance management schemes include some form of rating, which is usually carried 
out during or after a performance review meeting. The rating indicates the quality of perform-
ance or competence achieved or displayed by an employee by selecting the level on a scale that 
most closely corresponds with the view of the assessor on how well the individual has been 
doing. A rating scale is supposed to assist in making judgements and it enables those judge-
ments to be categorized to inform performance or contribution pay decisions, or simply to 
produce an instant summary for the record of how well or not so well someone is doing.

The rationale for rating

There are four arguments for rating:

1. It recognizes the fact that we all form an overall view of the performance of the people 
who work for us and that it makes sense to express that view explicitly against a framework 
of reference rather than hiding it. Managers can thus be held to account for the ratings 
they make and be required to justify them.

2. It is useful to sum up judgements about people – indicating who are the exceptional per-
formers or under-performers and who are the reliable core performers so that action can 
be taken (developmental or some form of reward).

3. It is impossible to have performance or contribution pay without ratings – there has to be 
a method that relates the size of an award to the level of individual achievement. However, 
many organizations with contribution or performance pay do not include ratings as part 
of the performance management process – 23 per cent of the respondents to the e-reward 
2005 survey.

4. It conveys a clear message to people on how they are doing and can motivate them to 
improve performance if they seek an answer to the question, ‘What do I have to do to get 
a higher rating next time?’
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Types of rating scales

Rating scales can be defi ned alphabetically (a, b, c, etc), or numerically (1, 2, 3, etc). Initials (ex 
for excellent, etc) are sometimes used in an attempt to disguise the hierarchical nature of the 
scale. The alphabetical or numerical points scale points may be described adjectivally, for 
example, a = excellent, b = good, c =satisfactory and d= unsatisfactory.

Alternatively, scale levels may be described verbally as in the following example:

Exceptional performance: Exceeds expectations and consistently makes an outstanding  •
contribution that signifi cantly extends the impact and infl uence of the role.

Well-balanced performance: Meets objectives and requirements of the role; consist- •
ently performs in a thoroughly profi cient manner.

Barely effective performance: Does not meet all objectives or role requirements of the  •
role; signifi cant performance improvements are needed.

Unacceptable performance: Fails to meet most objectives or requirements of the role;  •
shows a lack of commitment to performance improvement, or a lack of ability, which 
has been discussed prior to the performance review.

The e-reward 2005 survey of performance management found that overall ratings were used 
by 70 per cent of respondents, and the most popular number of levels was fi ve (43 per cent of 
respondents). However, some organizations are settling for three levels. There is no evidence 
that any single approach is clearly much superior to another, although the greater the number 
of levels the more is being asked of managers in the shape of discriminatory judgement. It 
does, however, seem to be preferable for level defi nitions to be positive rather than negative 
and for them to provide as much guidance as possible on the choice of ratings. It is equally 
important to ensure that level defi nitions are compatible with the culture of the organization 
and that close attention is given to ensuring that managers use them as consistently as 
possible.

Problems with rating

Ratings are largely subjective and it is diffi cult to achieve consistency between the ratings given 
by different managers (ways of achieving consistent judgements are discussed below). Because 
the notion of ‘performance’ is often unclear, subjectivity can increase. Even if objectivity is 
achieved, to sum up the total performance of a person with a single rating is a gross over-sim-
plifi cation of what may be a complex set of factors infl uencing that performance – to do this 
after a detailed discussion of strengths and weaknesses suggests that the rating will be a super-
fi cial and arbitrary judgement. To label people as ‘average’ or ‘below average’, or whatever 
equivalent terms are used, is both demeaning and demotivating.
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The whole performance review meeting may be dominated by the fact that it will end with a 
rating, thus severely limiting the forward-looking and developmental focus of the meeting, 
which is all-important. This is particularly the case if the rating governs performance or con-
tribution pay increases.

Achieving consistency in ratings

The problem with rating scales is that it is very diffi cult, if not impossible without very careful 
management, to ensure that a consistent approach is adopted by managers responsible for 
rating, and this means that performance or contribution pay decisions will be suspect. It is 
almost inevitable that some people will be more generous, while others will be harder on their 
staff. Some managers may be inconsistent in the distribution of ratings to their staff because 
they are indulging in favouritism or prejudice.

Ratings can, of course, be monitored and challenged if their distribution is signifi cantly out of 
line, and computer-based systems have been introduced for this purpose in some organiza-
tions. But many managers want to do the best for their staff, either because they genuinely 
believe that they are better or because they are trying to curry favour. It can be diffi cult in these 
circumstances to challenge them. The basic methods for increasing consistency described 
below are training, calibration and monitoring. More draconian methods of achieving con-
sistency, also described below, are forced distribution and forced ranking.

Training

Training can take place in the form of ‘consistency’ workshops for managers who discuss how 
ratings can be objectively justifi ed and test rating decisions on simulated performance review 
data. This can build a level of common understanding about rating levels.

Calibration (peer reviews)

Groups of managers meet to review the pattern of each other’s ratings and challenge unusual 
decisions or distributions. This process of calibration or peer reviews is time-consuming but is 
possibly the best way to achieve a reasonable degree of consistency, especially when the group 
members share some knowledge of the performances of each other’s staff as internal 
customers.

Monitoring

The distribution of ratings is monitored by a central department, usually HR, which chal-
lenges any unusual patterns and identifi es and questions what appear to be unwarrantable dif-
ferences between departments’ ratings.
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Forced distribution

Forced distribution means that managers have to conform to a laid down distribution of 
ratings between different levels. The pattern of distribution may correspond to the normal 
curve of distribution that has been observed to apply to IQ scores, although there is no evi-
dence that performance in an organization is distributed normally – there are so many other 
factors at work such as recruitment and development practices. A typical normal distribution 
of ratings is: A=5 per cent, B = 15 per cent C = 60 per cent, D = 15 per cent and E = 5 per cent. 
This is similar to the academic practice of ‘rating on the curve’, which distributes grades in 
accordance with the distribution represented by the normal or bell-shaped curve.

Forced distribution achieves consistency of a sort, but managers and staff rightly resent being 
forced into this sort of straightjacket. Only 8 per cent of the respondents to the CIPD 2004 
performance management survey (Armstrong and Baron, 2004) used forced distribution.

Forced ranking

Forced ranking is a development of forced distribution. It is sometimes called the ‘vitality 
curve’. It is more common in the United States than in the UK. Managers are required to place 
their staff in order from best to worst. Rankings can be generated directly from the assignment 
of employees to categories (eg A, B and C) or indirectly through the transformation of per-
formance ratings into groups of employees. The problem with forced ranking, as with forced 
distribution and other overall rating systems, is that the notion of performance is vague. In the 
case of ranking it is therefore unclear what the resulting order of employees truly represents. If 
used at all, ranks must be accompanied by meaningful performance data.

Some organizations, mainly in the United States, have gone as far as adopting the practice of 
terminating annually the employment of 5 to 10 per cent of the consistently lowest perform-
ers. It is claimed that this practice ‘raises the bar’, ie it is said that it improves the overall level 
of performance in the business. There is no evidence that this is the case.

Visual methods of assessment

An alternative approach to rating is to use a visual method of assessment. This takes the form 
of an agreement between the manager and the individual on where the latter should be placed 
on a matrix or grid, as illustrated in Figure 38.2. A ‘snapshot’ is thus provided of the individu-
al’s overall contribution that is presented visually and as such provides a better basis for analy-
sis and discussion than a mechanistic rating. The assessment of contribution refers to outputs 
and to behaviours, attitudes and overall approach.
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Figure 38.2 Performance matrix

The review guidelines accompanying the matrix are as follows.

You and your manager need to agree an overall assessment. This will be recorded in the 
summary page at the beginning of the review document. The aim is to get a balanced 
assessment of your contribution through the year. The assessment will take account of 
how you have performed against the responsibilities of your role as described in the Role 
Profi le; objectives achieved and competency development over the course of the year. 
The assessment will become relevant for pay increases in the future.

The grid on the annual performance review summary is meant to provide a visual snap-
shot of your overall contribution. This replaces a more conventional rating scale 
approach. It refl ects the fact that your contribution is determined not just by results, but 
also by your overall approach towards your work and how you behave towards col-
leagues and customers.

The evidence recorded in the performance review will be used to support where your 
manager places a mark on the grid.

Their assessment against the vertical axis will be based on an assessment of your per-
formance against your objectives, performance standards described in your role profi le, 
and any other work achievements recorded in the review. Together these represent 
‘outputs’.

The assessment against the horizontal axis will be based on an overall assessment of 
your performance against the competency level defi nitions for the role.

Note that someone who is new in the role may be placed in one of the lower quadrants 
but this should not be treated as an indication of development needs and not as a refl ec-
tion on the individual’s performance.
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Conclusions on ratings

Many organizations retain ratings because they perceive that the advantages outweigh the dis-
advantages. But organizations that want to emphasize the developmental aspect of perform-
ance management and play down, even eliminate, the performance pay element, will be 
convinced by the objections to rating and will dispense with them altogether, relying instead 
on overall analysis and assessment.

Dealing with under-performers

The improvement of performance is a fundamental part of the continuous process of per-
formance management. The aim should be the positive one of maximizing high performance, 
although this involves taking steps to deal with under-performance. When managing under-
performers remember the advice given by Handy (1989), which was that this should be about 
‘applauding success and forgiving failure’. He suggests that mistakes should be used as an 
opportunity for learning – ‘something only possible if the mistake is truly forgiven because 
otherwise the lesson is heard as a reprimand and not as an offer of help’.

When dealing with poor performers, note should be made of the following comments by 
Risher (2003): ‘Poor performance is best seen as a problem in which the employer and man-
agement are both accountable. In fact, one can argue that it is unlikely to emerge if people are 
effectively managed.’ This is another way of expressing the old Army saying: ‘There are no bad 
soldiers, only bad offi cers.’

Managing under-performers is therefore a positive process that is based on feedback through-
out the year and looks forward to what can be done by individuals to overcome performance 
problems and, importantly, how managers can provide support and help. The fi ve basic steps 
required to manage under-performers are as follows:

1. Identify and agree the problem. Analyse the feedback and, as far as possible, obtain agree-
ment from the individual on what the shortfall has been. Feedback may be provided by 
managers but it can in a sense be built into the job. This takes place when individuals are 
aware of their targets and standards, know what performance measures will be used and 
either receive feedback/control information automatically or have easy access to it. They 
will then be in a position to measure and assess their own performance and, if they are 
well-motivated and well-trained, take their own corrective actions. In other words, a self-
regulating feedback mechanism exists. This is a situation managers should endeavour to 
create on the grounds that prevention is better than cure.

2. Establish the reason(s) for the shortfall. When seeking the reasons for any shortfalls the 
manager should not be trying crudely to attach blame. The aim should be for the manager 
and the individual jointly to identify the facts that have contributed to the problem. It is 
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on the basis of this factual analysis that decisions can be made on what to do about it by 
the individual, the manager or the two of them working together.

 It is necessary fi rst to identify any causes external to the job and outside the control of 
either the manager or the individual. Any factors that are within the control of the indi-
vidual and/or the manager can then be considered. What needs to be determined is the 
extent to which the reason for the problem is because the individual:

did not receive adequate support or guidance from his or her manager; •

did not fully understand what he or she was expected to do; •

could not do it – ability; •

did not know how to do it – skill; •

would not do it – attitude. •

3. Decide and agree on the action required. Action may be taken by the individual, the manager 
or both parties. This could include:

the individual taking steps to improve skills or change behaviour; •

the individual changing attitudes – the challenge is that people will not change their  •
attitudes simply because they are told to do so; they can only be helped to under-
stand that certain changes to their behaviour could be benefi cial not only to the 
organization but also to themselves;

the manager providing more support or guidance; •

the manager and the individual working jointly to clarify expectations; •

the manager and the individual working jointly to develop abilities and skills – this  •
is a partnership in the sense that individuals will be expected to take steps to develop 
themselves but managers can give help as required in the form of coaching, training 
and providing additional experience.

 Whatever action is agreed, both parties must understand how they will know that it has 
succeeded. Feedback arrangements can be made but individuals should be encouraged to 
monitor their own performance and take further action as required.

4. Resource the action. Provide the coaching, training, guidance, experience or facilities 
required to enable agreed actions to happen.

5. Monitor and provide feedback. Both managers and individuals monitor performance, 
ensure that feedback is provided or obtained and analysed, and agree on any further 
actions that may be necessary.
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Introducing performance management

The programme for introducing performance management should take into account the fact 
that one of the main reasons why it fails is that either line managers are not interested, or they 
don’t have the skills, or both. It is important to get buy-in from top management so that their 
leadership can encourage line managers to play their part. To ensure buy-in, the process has to 
be simple (not too much paper) and managers have to be convinced that the time they spend 
will pay off in terms of improved performance. The demanding skills of concluding perform-
ance agreements, setting objectives, assessing performance, giving feedback and coaching need 
to be developed by formal training supplemented by coaching and the use of mentors.

Excellent practical advice on introducing performance management or making substantial 
changes to an existing scheme was given by the respondents to the e-reward 2005 survey. 
Comments in the form of dos and don’ts are set out below in the order of frequency with 
which they were mentioned.

Do:

consult/involve; •

communicate (process and  •
benefi ts);

align and ensure relevance to  •
organizational/business/
stakeholder needs;

get ownership from line managers; •

monitor and evaluate; •

plan and prepare carefully; •

run a pilot scheme; •

treat as a business process; •

defi ne performance expectations; •

Don’t:

just make it a form-fi lling, paper- •
intensive exercise;

get buy-in from senior  •
management;

keep it simple; •

ensure clear purpose and  •
processes;

align to culture; •

align with other HR processes; •

clarify link to reward; •

be realistic about the scale and  •
pace of change;

make the process mandatory. •

make it too complicated; •

Introducing performance management – dos and don’ts
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Examples of comments

You can never do enough training/coaching of both staff and line managers. You can  •
never do too much communication on the new changes.

Ensure the process is seen as a business one not an HR process. •

Keep it simple and concentrate on the quality going into the process rather than the  •
design of the process itself (although the design must be appropriate to the 
organization).

Engage all managers in why it is important and ensure that they have the necessary  •
understanding and skills to carry out the process. Get buy-in and tailor it to the specifi c 
needs of the organization. Get the support of key stakeholders, such as the union, from 
the start, and get them to work with you to sell the scheme. Agree the overall objectives 
and guiding principles with all concerned. Keep employees informed and ensure the 
message is consistent throughout.

Understand clearly why you are doing it and the desired objectives. Engage others in  •
design of the scheme. Communicate purpose, etc clearly.

Don’t expect that staff will leap for joy at the prospect of another way they would see of  •
criticizing them in their job. Start your change management process where you think 
the staff are, not where you’ve assumed they are.

Don’t assume that what seems obvious and logical to you, as an HR manager, will also  •
seem logical to other managers and staff. Don’t get caught up in HR-speak and become 
precious about the differences between ‘performance management’ and ‘appraisals’ or 
between a ‘personal development/learning plan’ and a ‘training plan’. As HR profes-
sionals we may be able to eloquently argue the subtle differences and merits of each – 
for most people the distinction is absolutely meaningless!

Don’t just make it a form-fi lling exercise – you need to gain the belief from managers  •
that the system is benefi cial otherwise it won’t work.

rush in a new system; •

keep changing the system; •

link to pay; •

neglect communication,  •
consultation and training;

provide training; •

underestimate the time it takes to  •
introduce;

assume managers have the skills  •
required;

blindly follow others; •

assume that everyone wants it. •
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Don’t put in a lengthy complicated process – it will become a chore to do rather than a  •
meaningful exercise.

Don’t make HR own the initiative – it is a business improvement model and one which  •
the business needs to manage.

Don’t assume that managers have the requisite skills to manage performance fairly and  •
equitably, embark upon such an initiative without clear goals and without the support 
of respected key players in the organization, set the wheels in motion until extensive 
briefi ngs/training have been completed.

Don’t underestimate the amount of work involved! •

Don’t expect it to work quickly. It takes a few years to embed performance management  •
in the organization’s ethos.

Line managers and performance management

Line managers are crucial to the success of performance management, but there are problems. 
The e-reward 2005 survey of performance management established that the top four issues 
concerning respondents about their performance management processes were:

1. Line managers do not have the skills required – 88 per cent.

2. Line managers do not discriminate suffi ciently when assessing performance – 84 per 
cent.

3. Line managers are not committed to performance management – 75 per cent.

4. Line managers are reluctant to conduct performance management reviews – 74 per cent.

When asked how they coped with these problems, respondents emphasized the importance of 
doing the following.

Gaining the commitment of line managers and enhancing their skills

Involve line managers in the development and introduction of performance  •
management.

Train and coach line managers – existing managers and, importantly, potential  •
and newly appointed managers.

Getting top management to stress the importance they attach to performance  •
management – by example as well as exhortation.
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Keep it simple – do not impose a bureaucratic system. •

Emphasize whenever possible that performance management is a normal  •
process of management and that one of the criteria for assessing the perform-
ance of managers is how well they do it.

Do whatever can be done to persuade line managers that formal performance  •
reviews need not be stressful occasions if they are conducted properly but can in 
fact provide ‘quality time’ for the two parties to engage in a dialogue about per-
formance and development opportunities (eliminating formal ratings helps).

The process of performance management – key learning 
points

Objectives of performance 
manage ment

The overall objective of performance man-
agement is to develop the capacity of people 
to meet and exceed expectations and to 
achieve their full potential to the benefi t of 
themselves and the organization. Performance 
management provides the basis for self-devel-
opment but, importantly, it is also about 
ensuring that the support and guidance 
people need to develop and improve is readily 
available.

Characteristics of performance 
man agement

Performance management is a planned 
process of which the fi ve primary elements 
are agreement, measurement, feedback, 
positive reinforcement and dialogue.

The performance management cycle

Performance management takes the form of a 
continuous self-renewing cycle: performance 

and development agreement; managing per-
formance throughout the year; and perform-
ance review and assessment.

Performance and development 
agree ments

Performance and development agreements 
form the basis for development, assessment 
and feedback in the performance manage-
ment process. They defi ne expectations in 
the form of a role profi le, which sets out role 
requirements in terms of key result areas and 
the competencies required for effective per-
formance. The role profi le provides the basis 
for agreeing objectives and methods of 
measuring performance and assessing the 
level of competency reached. The perform-
ance agreement incorporates any perform-
ance improvement plans that may be 
necessary and a personal development plan.

Types of objectives

Ongoing role or work. •
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The process of performance management – key learning 
points (continued)

Tasks/projects. •

Behavioural. •

Performance planning

The performance planning part of the per-
formance management sequence involves 
agreement between the manager and the 
individual on what the latter needs to do to 
achieve objectives, raise standards, improve 
performance and develop the required 
competencies.

Managing performance throughout 
the year

Performance management is a continuous 
process that refl ects normal good manage-
ment practices of setting direction, moni-
toring and measuring performance and 
taking action accordingly.

Reviewing performance

Although performance management is a 
continuous process it is still necessary to 
have a formal review once or twice a year. 
This provides a focal point for the consid-
eration of key performance and develop-
ment issues.

Rating performance

Rating scales can be defi ned alphabetically 
(a, b, c, etc), or numerically (1, 2, 3, etc). 
Initials (ex for excellent, etc) are sometimes 
used in an attempt to disguise the hierar-
chical nature of the scale. The alphabetical 
or numerical points scale points may be 

described adjectivally, for example, a = 
excellent, b = good, c =satisfactory and d= 
unsatisfactory.

Dealing with under-performers

Managing under-performers is a positive 
process based on feedback throughout the 
year and looks forward to what can be done 
by individuals to overcome performance 
problems and, importantly, how managers 
can provide support and help.

Introducing performance 
manage ment

The programme for introducing perform-
ance management should take into account 
the fact that one of the main reasons it fails 
is that either line managers are not inter-
ested, or they don’t have the skills, or both. 
It is important to get buy-in from top man-
agement so that their leadership can 
encourage line managers to play their part.

Line managers and performance 
management

Line managers are crucial to the success of 
performance management. But there can 
be problems with their commitment and 
skills and it is necessary to involve them in 
developing the process, provide training 
and guidance, gain top management 
support, keep the process simple, empha-
size that performance reviews provide for 
quality time with their staff and need not 
be stressful if conducted properly.
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Questions

1. David Guest wrote in 1987 that, ‘Performance management has a poor record of success, 
and the temptation is to engage in a spiral of control in an attempt to extract more effort 
and ever higher performance from employees through policies and practices that may 
succeed only in further de-motivating and which are, thereby, ultimately self-defeating.’ 
To what extent is this true today? Justify your answer by reference to experience in your 
organization and recent research.

2. From your chief executive: ‘About your proposal that we should introduce a perform-
ance management system. I thought we already had a performance appraisal system, so 
what’s the difference and why is performance management better?’ Reply.

3. Comment on the following conclusions about performance management reached by 
Latham et al (2007): ‘The answers required to move the fi eld of performance manage-
ment forward are much less straightforward than the questions. We know a great deal 
more about ways to manage the performance of an individual than about ways to 
manage a team. We know what to observe and how to observe an individual objec-
tively. We are at a loss as to how to overcome political considerations that lead people 
not to do so. Advances in knowledge have been made with regard to technology that 
managers embrace to assist in the appraisal process, and that in the eyes of employees, 
their managers misuse. We know that making decisions is inherent in performance 
management, yet solutions to decision-making errors remain a mystery. Great strides 
in this domain include recognition that ongoing performance management is more 
effective than an annual appraisal in bringing about a positive change in an employ-
ee’s behaviour, and that context must be taken into account in doing so.’

4. From the managing director to the HR director: ‘We went to all that time and trouble 
(and cost) last year to introduce your all-singing and all-dancing performance manage-
ment system but what I am hearing is that with a few notable exceptions our line man-
agers are either not capable of doing it properly or are not inclined to do it or both. What 
are you going to do about it?’ Draft your reply.
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The process of 360-degree  •
feedback

360-degree methodology •

Use of 360-degree feedback •

Advantages and disadvantages of  •
360-degree feedback
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Introduction

360-degree feedback, also known as multi-source assessment, is a process in which someone’s 
performance is assessed and feedback is given by a number of people who may include their 
manager, subordinates, colleagues and customers. Assessments take the form of ratings against 
various performance dimensions. The term ‘360-degree feedback’ is sometimes used loosely to 
describe upward feedback where this is given by subordinates to their managers. This is the 
most common approach and is more properly described as 180-degree feedback. Feedback 
may be presented direct to individuals, or to their managers, or both. Expert counselling and 
coaching for individuals as a result of the feedback may be provided by a member of the HR 
department or an outside consultant. 360-degree feedback or a variant of it was used by 30 per 
cent of the respondents to the 2005 e-reward survey.

Use of 360-degree feedback

360-degree feedback recognizes the complexity of management and the value of input from 
various sources – it is axiomatic that managers should not be assessing behaviours they cannot 
observe, and the leadership behaviours of subordinates may not be known to their managers.

It is used for a number of purposes. Research conducted by the Ashridge Management Research 
Group (Handy et al, 1996) found that typically, 360-degree feedback forms part of a self-devel-
opment or management development programme. The 45 users covered by the survey fell into 
the following groups:

71 per cent used it solely to support learning and development; •

23 per cent used it to support a number of HR processes such as appraisal, resourcing  •
and succession planning;

6 per cent used it to support pay decisions. •

360-degree feedback – methodology

360-degree feedback processes usually obtain data from questionnaires that measure from dif-
ferent perspectives the behaviours of individuals against a list of competencies. In effect, they 
ask for an evaluation: ‘How well does… do…?’ The competency model may be one developed 
within the organization or the competency headings may be provided by the supplier of a 
questionnaire. A typical questionnaire may cover aspects of performance such as leadership, 
teamwork, communication, organizational skills, decisiveness, drive and adaptability.
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Ratings

Ratings are given by the generators of the feedback on a scale against each heading. This may 
refer both to importance and performance, rating the importance of each item on a scale of 1 
(not important) to 6 (essential), and performance on a scale of 1 (weak in this area) to 6 
(outstanding).

Data processing

Questionnaires are normally processed with the help of software developed within the organi-
zation or, most commonly, provided by external suppliers. This enables the data collection and 
analysis to be completed swiftly, with the minimum of effort and in a way that facilitates graph-
ical as well as numerical presentation.

Graphical presentation is preferable as a means of easing the process of assimilating the data. 
The simplest method is to produce a profi le, as illustrated in Figure 39.1

Gives useful feedback

Establishes good working relationships

Open to new ideas

Values other’s opinions

Recognizes achievements

0 1 2 3 4 5 6

Figure 39.1 360-degree feedback profi le

Some of the proprietary software presents feedback data in a much more elaborate form.

Feedback

The feedback is often anonymous and may be presented to the individual (most commonly), 
to the individual’s manager (less common) or to both the individual and the manager. Some 
organizations do not arrange for feedback to be anonymous. Whether or not feedback is anon-
ymous depends on the organization’s culture – the more open the culture, the more likely is 
the source of feedback to be revealed.
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Action

The action generated by the feedback will depend on the purposes of the process, ie develop-
ment, appraisal or pay. If the purpose is primarily developmental, the action may be left to 
individuals as part of their personal development plans, but the planning process may be 
shared between individuals and their managers if they both have access to the information. 
Even if the data only go to the individual they can be discussed in a performance review 
meeting so that joint plans can be made, and there is much to be said for adopting this 
approach.

360-degree feedback – advantages and disadvantages

Advantages and disadvantages

Advantages:

Individuals get a broader perspective of how they are perceived by others than  •
previously possible.

It gives people a more rounded view of their performance. •

Increased awareness of and relevance of competencies. •

Increased awareness by senior management that they too have development  •
needs.

Feedback is perceived as more valid and objective, leading to acceptance of  •
results and actions required.

Disadvantages:

People do not always give frank or honest feedback. •

People may be put under stress in receiving or giving feedback. •

Lack of action following feedback. •

Over-reliance on technology. •

Too much bureaucracy. •

The disadvantages can all be minimized if not avoided completely by careful design, commu-
nication, training and follow-up.
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Development and implementation

To develop and implement 360-degree feedback the following steps need to be taken:

 1. Defi ne objectives – it is important to defi ne exactly what 360-degree feedback is expected 
to achieve. It will be necessary to spell out the extent to which it is concerned with personal 
development, appraisal or pay.

 2. Decide on recipients – who will be at the receiving end of feedback. This may be an indi-
cation of who will eventually be covered after a pilot scheme.

 3. Decide on who will give the feedback – the individual’s manager, direct reports, team 
members, other colleagues or internal and external customers. A decision will also have to 
be made on whether HR staff or outside consultants should take part in helping managers 
to make use of the feedback. A further decision will need to be made on whether or not 
the feedback should be anonymous (it usually is).

 4. Decide on the areas of work and behaviour on which feedback will be given – this may be 
in line with an existing competency model or it may take the form of a list of headings for 
development. Clearly, the model should fi t the culture, values and type of work carried out 
in the organization, but it might be decided that a list of headings or questions in a soft-
ware package would be acceptable, at least to start with.

 5. Decide on the method of collecting the data – the questionnaire could be designed in-
house or a consultant’s or software provider’s questionnaire could be adopted, with the 
possible option of amending it later to produce a better fi t.

 6. Decide on data analysis and presentation – again, the decision is on developing the soft-
ware in-house or using a package. Most organizations installing 360-degree feedback do, 
in fact, purchase a package from a consultancy or software house. The aim should be to 
keep it as simple as possible.

 7. Plan initial implementation programme – it is desirable to pilot the process, preferably at 
top level or with all the managers in a function or department. The pilot scheme will need 
to be launched with communication to those involved about the purpose of 360-degree 
feedback, how it will work and the part they will play. The aim is to spell out the benefi ts 
and, as far as possible, allay any fears. Training in giving and receiving feedback will also 
be necessary.

 8. Analyse outcome of pilot scheme – the reactions of those taking part in a pilot scheme 
should be analysed and necessary changes made to the process, the communication 
package and the training.

 9. Plan and implement full programme – this should include briefi ng, communicating, 
training and support from HR and, possibly, the external consultants.
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10. Monitor and evaluate – maintain a particularly close watch on the initial implementation 
of feedback, but monitoring should continue. This is a process that can cause anxiety and 
stress, or produce little practical gain in terms of development and improved performance 
for a lot of effort.

360-degree feedback – criteria for success

It has the active support of top management who themselves take part in giving  •
and receiving feedback and encourage everyone else to do the same.

There is commitment everywhere else to the process based on briefi ng, training  •
and an understanding of the benefi ts to individuals as well as the organization.

There is real determination by all concerned to use feedback data as the basis for  •
development.

Questionnaire items fi t or refl ect typical and signifi cant aspects of behaviour. •

Items covered in the questionnaire can be related to actual events experienced  •
by the individual.

Comprehensive and well-delivered communication and training programmes  •
are followed.

No one feels threatened by the process – this is usually often achieved by making  •
feedback anonymous and/or getting a third-party facilitator to deliver the 
feedback.

Feedback questionnaires are relatively easy to complete (not unduly complex or  •
lengthy, with clear instructions).

Bureaucracy is minimized. •

360-degree feedback – key learning points

The process of 360-degree feedback

360-degree feedback, also known as multi-
source feedback, is a process in which some-
one’s performance is assessed and feedback 
is given by a number of people who may 

include their manager, subordinates, col-
leagues and customers.

Use of 360-degree feedback

360-degree feedback recognizes the com-
plexity of management and the value of 
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Questions

1. From the chief executive to the HR director: ‘Based on your knowledge of other organi-
zations and research, I should like a report from you on the advantages and disadvan-
tages of 360-degree feedback.’ Respond.

2. From a friend who is Human Resources Manager for a law fi rm: ‘I need your help. Our 
partners are contemplating the introduction of 360-degree appraisal, and have asked 
my advice about the benefi ts and the dangers. This subject is new to me, so what can you 
tell me, based on your own knowledge of the relevant research and the experience of 
other organizations?’ Respond.

3. From the head of reward to the HR director: ‘Why don’t we use the outcome of our 360-
degree feedback system to contribute to the annual appraisal rating and through that to 
performance-related pay decisions?’ Draft your response.

References
e-reward (2005) Survey of Performance Management, e-reward.co.uk, Stockport
Handy, L, Devine, M and Heath, L (1996) 360-Degree Feedback: Unguided missile or powerful weapon?, 

Ashridge Management Group, Berkhamstead

360-degree feedback – key learning points (continued)

input from various sources. Mainly used 
for learning and development.

360-degree methodology

360-degree feedback processes usually 
obtain data from questionnaires that 
measure from different perspectives the 
behaviours of individuals against a list of 
competencies.

Advantages and disadvantages of 
360-degree feedback

Main advantages – individuals get a broader 
perspective of how they are perceived by 
others than previously possible and there-
fore obtain a more rounded view of their 
performance. Main disadvantages – people 
do not always give frank or honest feedback 
and people may be put under stress in 
receiving or giving feedback.
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Part VIII
Learning and Development

Learning and development strategies and practices as described in this part aim to 

ensure that people in the organization acquire and develop the knowledge, skills and 

competencies they need to carry out their work effectively and advance their careers to 

their own benefi t and that of the organization.

The term ‘learning and development’ has largely replaced that of ‘human resource 

development’ (HRD). The terms are sometimes used interchangeably, although the 

introduction of ‘learning’ has emphasized the belief that what matters for individuals 

is that they are given the opportunity to learn, often for themselves but with guidance 

and support, rather than just being on the receiving end of training administered by 

the organization. This change has been reinforced by the importance attached to 

understanding how people learn and to the concepts of organizational learning and 

the learning organization.

Part VIII contents

40. Learning and development strategy 653

41. The process of learning and development 663

42. Learning and development programmes and events 683

43. How people learn 700

44. Organizational learning 713

45. Management development 720

Learning and development activities and methods are described in Appendix D.
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40
Learning and Development 

Strategy

Key concepts and terms

Learning culture •

Learning organization •

Learning and development strategy •

Strategic human resource  •
development

On completing this chapter you should be able to defi ne these key concepts. 
You should also know about:

Learning outcomes

The features of a learning and  •
development strategy

The contents of a learning and  •
development strategy

The concept of the learning  •
organization and its relevance

Learning and development  •
philosophy

The nature of a learning culture •

How learning and development  •
activities contribute to fi rm 
performance
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Introduction

Learning and development strategy represents the approach an organization adopts to ensure 
that now and in the future, learning and development activities support the achievement of its 
goals by developing the skills and capacities of individuals and teams. It can be described simi-
larly as strategic human resource development, defi ned as follows.

Strategic human resource development defi ned, Walton (1999)

Strategic human resource development involves introducing, eliminating, 
modifying, directing and guiding processes in such a way that all individuals 
and teams are equipped with the skills, knowledge and competences they 
require to undertake current and future tasks required by the organization.
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In this chapter the term ‘learning and development strategy’ is used as it represents more accu-
rately current thinking on this subject. The chapter covers the features and basis of such a 
strategy and the concepts of a learning culture and the learning organization that are associ-
ated with the strategy. It is completed with a discussion of the impact learning and develop-
ment activities make on organizational performance.

Features of a learning and development strategy

A learning and development strategy should be business-led in the sense that it is designed to 
support the achievement of business goals by promoting human capital advantage. But it 
should also be people-led, which means taking into account the needs and aspiration of people 
to grow and develop. Achieving the latter aim, of course, supports the achievement of the 
former.

Learning and development strategy is underpinned by a philosophy and its purpose is to oper-
ationalize that philosophy. It is fundamentally concerned with creating a learning culture that 
will encourage learning and will provide the basis for planning and implementing learning 
activities and programmes. This concept of a learning culture is associated with that of the 
learning organization.
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Learning and development philosophy

A learning and development philosophy expresses the beliefs of an organization on the role of 
learning and development, its importance and how it should take place. It can be expressed in 
the following terms:

Learning and development activities make a major contribution to the successful  •
attainment of the organization’s objectives, and investment in them benefi ts all the 
stakeholders of the organization.

Learning and development plans and programmes should be integrated with and  •
support the achievement of business and human resource strategies.

Learning and development should be performance-related – designed to achieve speci- •
fi ed improvements in corporate, functional, team and individual performance, and 
make a major contribution to bottom-line results.

Everyone in the organization should be encouraged and given the opportunity to learn  •
– to develop their skills and knowledge to the maximum of their capacity.

Personal development processes provide the framework for individual and self-directed  •
learning.

While the need to invest in learning and development is recognized, the prime respon- •
sibility for development rests with individual employees, who will be given the guid-
ance and support of their manager and, as necessary, members of the HR department.

Contents of the learning and development strategy

The learning and development strategy should incorporate the elements set out below.

Elements of the learning and development strategy

The learning and development philosophy of the organization. •

The aims of the learning and development strategy. •

The priorities for learning and development. •

How, broadly, it is intended these aims will be achieved through the creation of  •
a learning culture, formal learning and development programmes, coaching, 
personal development planning, and self-directed learning.

The responsibilities for learning and development as shared between top man- •
agement, line management, individual employees, and members of the HR or 
learning and development function.
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Learning culture

A learning culture is one that promotes learning because it is recognized by top management, 
line managers and employees generally as an essential organizational process to which they are 
committed and in which they engage continuously.

Reynolds (2004) describes a learning culture as a ‘growth medium’, which will ‘encourage 
employees to commit to a range of positive discretionary behaviours, including learning’ and 
which has the following characteristics: empowerment not supervision, self-managed learning 
not instruction, long-term capacity building not short-term fi xes. He suggests that to create a 
learning culture it is necessary to develop organizational practices that raise commitment 
amongst employees and ‘give employees a sense of purpose in the workplace, grant employees 
opportunities to act upon their commitment, and offer practical support to learning’.

The resources required for learning and development – fi nancial budgets, train- •
ing facilities, external help.

The success criteria for learning and development. •

How the effectiveness of learning and development in meeting these criteria will  •
be measured and evaluated.

Developing a learning culture, Reynolds (2004)

1. Develop and share the vision – belief in a desired and emerging future.

2. Empower employees – provide ‘supported autonomy’; freedom for employ-
ees to manage their work within certain boundaries (policies and expected 
behaviours) but with support available as required.

3. Adopt a facilitative style of management in which responsibility for deci-
sion making is ceded as far as possible to employees.

4. Provide employees with a supportive learning environment where learn-
ing capabilities can be discovered and applied, eg peer networks, support-
ive policies and systems, protected time for learning.

5. Use coaching techniques to draw out the talents of others by encouraging 
employees to identify options and seek their own solutions to problems.

6. Guide employees through their work challenges and provide them with 
time, resources and, crucially, feedback.
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The learning organization

The concept of the learning organization has caught the imagination of many people since it 
was fi rst popularized by Senge (1990) who described it as follows.

The learning organization, as defi ned by Senge (1990)

The learning organization is one ‘where people continually expand their capac-
ity to create the results they truly desire, where new and expansive patterns of 
thinking are nurtured, where collective aspiration is set free, and where people 
are continually learning how to learn together’.
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Pedler et al (1991) state that a learning organization is one ‘which facilitates the learning of all 
its members and continually transforms itself ’. Wick and Leon (1995) refer to a learning organ-
ization as one that ‘continually improves by rapidly creating and refi ning the capabilities 
required for future success’.

As Harrison (2000) comments, the notion of the learning organization remains persuasive 
because of its ‘rationality, human attractiveness and presumed potential to aid organizational 
effectiveness and advancement’. However, Scarborough et al (1999) argue that ‘the dominant 
perspective [of the learning organization concept] is that of organization systems and design’. 

7. Recognize the importance of managers acting as role models: ‘The new 
way of thinking and behaving may be so different that you must see what 
it looks like before you can imagine yourself doing it. You must see the new 
behaviour and attitudes in others with whom you can identify’ (Schein, 
1990).

8. Encourage networks – communities of practice.

9. Align systems to vision – get rid of bureaucratic systems that produce 
problems rather than facilitate work.
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Little attention seems to be paid to what individuals want to learn or how they learn. The idea 
that individuals should be enabled to invest in their own development seems to have escaped 
learning organization theorists who are more inclined to focus on the imposition of learning 
by the organization, rather than creating a climate conducive to learning. This is a learning 
culture, a concept that has much more to offer than that of the learning organization.

Viewing organizations as learning systems is a limited notion. Argyris and Schon (1996) 
contend that organizations are products of visions, ideas, norms and beliefs so that their shape 
is much more fragile than the organization’s material structure. People act as learning agents 
for the organization in ways that cannot easily be systematized. They are not only individual 
learners but also have the capacity to learn collaboratively. Organization learning theory, as 
described in Chapter 44, analyses how this happens and leads to the belief that it is the culture 
and environment that are important, not the systems approach implied by the concept of the 
learning organization.

The notion of a learning organization is somewhat nebulous. It incorporates miscellaneous 
ideas about human resource development, systematic training, action learning, organizational 
development and knowledge management, with an infusion of the precepts of total quality 
management. But they do not add up to a convincing whole. Easterby-Smith (1997) argues 
that attempts to create a single best practice framework for understanding the learning organi-
zation are fundamentally fl awed. There are other problems with the concept: it is idealistic, 
knowledge management models are beginning to supersede it, few organizations can meet the 
criteria and there is little evidence of successful learning organizations. Prescriptions from 
training specialists and management consultants abound but, as Sloman (1999) asserts, they 
often fail to recognize that learning is a continuous process, not a set of discrete training 
activities.

Burgoyne (1999), one of the earlier exponents of the learning organization notion, has admit-
ted that there has been some confusion about it and that there have been substantial naiveties 
in most of the early thinking. He believes that the concept should be integrated with knowl-
edge management initiatives so that different forms of knowledge can be linked, fed by organi-
zational learning and used in adding value.

The contribution of learning and development to 
organizational performance

Studies on the relationship between learning and development activities and organizational 
performance have included those by Benabou (1996) and Clarke (2004). The research by 
Benabou examined the impact of various training programmes on the business and fi nancial 
results at 50 Canadian organizations. The conclusion reached was that in most cases a well-
designed training programme can be linked to improvements in business results and that 
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return on investment in training programmes is very high. But Benabou referred to the follow-
ing limitations.

Limitations of research into the link between learning and development and 
performance, Benabou (1996)

Regardless of the approach taken, the effects of an HRD program cannot be 
pinpointed with complete accuracy. The fi ndings provide evidence that posi-
tive results stemmed from training programs, but not the clear proof that only 
a control group would have provided. Considering the methodology used 
(multiple raters and instruments, experts, warnings to subtract effects of other 
factors that infl uence overall results), the researchers are confi dent, however, 
that assessors provided reliable estimates. The objective of measuring business 
results and the costs and benefi ts of training is to get people in the HRD fi eld 
to think rigorously about the costs and effects of what they are doing. This level 
of training evaluation provides a fair and objective approach to making deci-
sions about people and programs, even with conservative data and known lim-
itations. But trainers must be humble when presenting documented benefi ts. 
Organizational results are rarely achieved solely through training. The fi ndings 
here support the view that for training to have positive effects, supporting 
structures must be in place throughout the organization. The study also found 
that business results are easier to evaluate when organizations conduct a thor-
ough needs assessment before developing and delivering training.
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A national survey of training evaluation in specialized healthcare organizations (hospices) 
conducted by Clarke (2004) showed that while there appeared to be some links between train-
ing and performance it was not possible to reach fi rm conclusions about causality. However, 
the study reached the important fi nding that where organizations undertake assessment of 
their training and development (both formal and informal learning) then there is a greater 
belief in the positive impact training and development has in the organization.

While it is possible and highly desirable to evaluate learning, as described in Chapter 42, estab-
lishing a link between learning and organizational performance is problematic. It may be dif-
fi cult to distinguish between cause and effect. Hendry and Pettigrew (1986) warn that it is 
risky to adopt simplistic views that training leads to improved business performance because 
it is more likely that successful companies will under certain conditions increase their training 
budget. A further complication was identifi ed by Tsang (1997), who made the following 
comment.
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Conditions required for learning and development to improve performance, 
Tsang (1997)

Setting aside the complexities of putting the lessons learnt into practice (ie the 
problem of implementation), learning will automatically lead to better per-
formance only when the knowledge obtained is accurate. If the problem of 
implementation is taken into consideration as well, even accurate learning is 
neither a necessary nor a suffi cient condition for improving performance.
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Harrison (2005) posed the question on what the learning and development implications of 
such research are and answered it as follows.

The implications of learning and development research, Harrison (2005)

It has not yet yielded enough clear evidence of a direct link between individual 
learning and improvements in organizational performance (however that is 
defi ned). However L&D activity does consistently emerge as a crucial interven-
ing factor. In the Bath studies two HR practices were identifi ed as being par-
ticularly powerful in infl uencing employee attitudes and creating positive 
discretionary behaviour: careers (in the sense of a ‘developing future’) and 
training. In other words, the L&D processes that help to activate the people-
performance link are those that ‘hold the promise of learning to do things 
better, or doing new things. It is the sense of progression and purpose that is 
important, especially in linking to organizational commitment’ (Purcell et al 
2003, p 73).
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Learning and development strategy – key learning points

The features of a learning and 
development strategy

A learning and development strategy should 
be business-led in the sense that it is 

designed to support the achievement of 
business goals by promoting human capital 
advantage. But it should also be people-led, 
which means taking into account the needs 
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Learning and development strategy – key learning points 
(continued)

and aspirations of people to grow and 
develop.

Learning and development philosophy

A learning and development philosophy 
expresses the beliefs of an organization on 
the role of learning and development, its 
importance and how it should take place.

The contents of a learning and 
development strategy

The aims and priorities of the strategy, how 
it is to be achieved, responsibilities and 
resources and success criteria.

The nature of a learning culture

A learning culture is one that promotes 
learning because it is recognized by top 
management, line managers and employees 
generally as an essential organizational 

process to which they are committed and in 
which they engage continuously.

The concept of the learning 
organization and its relevance

A learning organization is one ‘which facili-
tates the learning of all its members and 
continually transforms itself ’ (Pedler et al, 
1991). However, the notion of a learning 
organization is somewhat nebulous.

How learning and development 
activities contribute to fi rm 
performance

While it is possible and highly desirable to 
evaluate learning, establishing a link 
between learning and organizational per-
formance is problematic, although research 
has shown that learning and development 
can be a crucial intervening factor.

Questions

1. You have been asked to deliver a session at a students’ evening in your CIPD branch on 
the gap between learning and development strategy and practice and what can be done 
about it. It has been suggested that it would be helpful to those attending if you referred 
to the lessons learnt from research. Prepare the session outline.

2. From your chief executive to the head of learning and development: ‘We need to be 
certain that our learning and development strategy supports the achievement of the 
business strategy. In what ways can it do this?’

3. From a friend studying human resource management: ‘I note that everyone is now 
talking about “learning and development”. I gather that they used to talk about “human 
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Questions (continued)

resource development” (many still do) and training (also still common). Has there been 
some sort of progression from training via human resource development to learning 
and development? If so, what are the differences?’ Reply.



41
The Process of Learning

and Development

Key concepts and terms

Bite-sized training •

Blended learning •

Coaching •

Connectivity •

Criterion behaviour •

Development •

Experiential learning •

Formal learning •

Informal learning •

Instruction •

Just-in-time training •

Learning •

Learning contract •

Learning culture •

Learning and development •

Learning management system •

Learning portal •

Mentoring •

Personal development plan •

Planned experience •

Self-directed (self-managed)  •
learning

Self-paced learning •

Self-refl ective learning •

Systematic training •

Terminal behaviour •

Training •
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On completing this chapter you should be able to defi ne these key concepts. 
You should also know about:

Learning outcomes

The distinction between learning  •
and training

E-learning •

Self-directed learning •

Planned experience •

Transferring training •

Informal and formal learning •

Blended learning •

Personal development planning •

Training •

Effective training practices •

Introduction

The purpose of this chapter is to defi ne and explain the processes and approaches involved in 
learning and development including informal and formal learning, e-learning, blended learn-
ing, development and training. Putting these into practice through identifying learning needs, 
planning and implementing learning and development programmes and evaluating learning 
is dealt with in Chapter 42.

Learning and development defi ned

Learning and development is the process of acquiring and developing knowledge, skills, capa-
bilities, behaviours and attitudes through learning or developmental experiences. It is con-
cerned with ensuring that the organization has the knowledgeable, skilled, engaged and 
committed workforce it needs.

Learning

Learning is the means by which a person acquires and develops new knowledge, skills, capabilities, 
behaviours and attitudes. As explained by Honey and Mumford (1996): ‘Learning has happened 
when people can demonstrate that they know something that they did not know before (insights, 
realizations as well as facts) and when they can do something they could not do before (skills).’

Learning is a continuous process that not only enhances existing capabilities but also leads to 
the development of the skills, knowledge and attitudes that prepare people for enlarged or 
higher-level responsibilities in the future.



The Process of Learning and Development 665

Development

Development is concerned with ensuring that a person’s ability and potential are grown and 
realized through the provision of learning experiences or through self-directed (self-managed) 
learning. It is an unfolding process that enables people to progress from a present state of 
understanding and capability to a future state in which higher-level skills, knowledge and 
competencies are required.

Training

Training involves the application of formal processes to impart knowledge and help people to 
acquire the skills necessary for them to perform their jobs satisfactorily.

Comparison of learning and training

Learning should be distinguished from training. ‘Learning is the process by which a person 
constructs new knowledge, skills and capabilities, whereas training is one of several responses 
an organization can undertake to promote learning’ (Reynolds et al, 2002).

The encouragement of learning makes use of a process model, which is concerned with facili-
tating the learning activities of individuals and providing learning resources for them to use. 
Conversely, the provision of training involves the use of a content model, which means decid-
ing in advance the knowledge and skills that need to be enhanced by training, planning the 
programme, deciding on training methods and presenting the content in a logical sequence 
through various forms of instruction.

A distinction is made by Sloman (2003) between learning, which ‘lies within the domain of the 
individual’ and training ,which ‘lies within the domain of the organization’. Today the approach 
is to focus on individual learning and ensure that it takes place when required – ‘just-for-you’ 
and ‘just-in-time’ learning.

Elements of learning and development

The elements of learning and development as explained in this chapter and Chapter 45 
(Management Development) are shown in Figure 41.1.
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Management 
development

Training

Workplace
training

Blended 
learning

Individual
learning and
development

Self-directed
learning

Formal off-
the-job
training

E-learning

Coaching
and

mentoring

Organizational
learning

Knowledge
management

Learning and development

Figure 41.1 Elements of learning and development

Approaches to learning and development

Learning and development can be formal or informal and can use computer, networked and 
web-based technology (e-learning). Its effectiveness is increased by joining up different methods 
of learning and development (blended learning) and by encouraging self-directed learning. 
Approaches to learning and development are underpinned by theories of how individuals learn 
and the concept of organizational learning, which are covered in Chapters 43 and 44.

Informal and formal learning

As discussed below, a distinction can usefully be made between informal, workplace and formal 
learning but there is in fact a spectrum from highly informal to highly formal approaches.

Informal learning

Informal learning is experiential learning. It takes place while people are learning on-the-job 
as they go along. Most learning does not take place in formal training programmes. People can 
learn 70 per cent of what they know about their job informally.

A study by Eraut et al (1998) established that in organizations adopting a learner-centred per-
spective, formal education and training provided only a small part of what was learnt at work. 
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Most of the learning described to the researchers was non-formal, neither clearly specifi ed nor 
planned. It arose naturally from the challenges of work. Effective learning was, however, 
dependent on the employees’ confi dence, motivation and capability. Some formal training to 
develop skills (especially induction training) was usually provided, but learning from experi-
ence and other people at work predominated. Reynolds (2004) notes that:

The simple act of observing more experienced colleagues can accelerate learning; con-
versing, swapping stories, cooperating on tasks and offering mutual support deepen 
and solidify the process… This kind of learning – often very informal in nature – is 
thought to be vastly more effective in building profi ciency than more formalized train-
ing methods.

Advantages and disadvantages of informal learning

Advantages:

Learning efforts are relevant and focused in the immediate environment. •

Understanding can be achieved in incremental steps rather than in indigestible  •
chunks.

Learners defi ne how they will gain the knowledge they need – formal learning is  •
more packaged.

Learners can readily put their learning into practice. •

Disadvantages:

It may be left to chance – some people will benefi t, some won’t. •

It can be unplanned and unsystematic, which means that it will not necessarily  •
satisfy individual or organizational learning needs.

Learners may simply pick up bad habits. •

Workplace learning

Informal learning occurs in the workplace but there are a number of specifi c ways in which 
learning can be enhanced. The most important of these are coaching and mentoring, but other 
methods are job rotation, job shadowing, bite-sized learning through e-learning, cross-func-
tional or cross-site project work.

The characteristics of workplace learning were explained by Stern and Sommerlad (1999) as 
follows.
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Characteristics of workplace learning, Stern and Sommerlad (1999)

1. The workshop as a site for learning. In this case, learning and working are 
spatially separated with some form of structured learning activity occur-
ring off or near the job. This may be in a company training centre or a 
‘training island’ on the shop fl oor where the production process is repro-
duced for trainees.

2. The workplace as a learning environment. In this approach, the workplace 
itself becomes an environment for learning. Various on-the-job training 
activities take place which are structured to different degrees. Learning is 
intentional and planned, aimed at training employees by supporting, 
structuring and monitoring their learning.

3. Learning and working are inextricably mixed. In this case, learning is infor-
mal. It becomes an everyday part of the job and is built into routine tasks. 
Workers develop skills, knowledge and understanding through dealing 
with the challenges posed by the work. This can be described as continu-
ous learning. As Zuboff (1988) put it: ‘Learning is not something that 
requires time out from being engaged in productive activity; learning is the 
heart of productive activity.’
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Formal learning

Formal learning is planned and systematic. It makes use of structured training programmes 
consisting of instruction and practice that may be conducted on- or off-the-job. Experience 
may be planned to provide opportunities for continuous learning and development. Formal 
learning and developmental activities may be used such as action learning, coaching, mentor-
ing and outdoor learning, as described in Appendix D. The organization may have its own 
training centre. Some large companies have corporate universities (see Appendix D)

Spectrum of learning – from informal to formal

The distinction between formal and informal learning may not always be precise. Watkins and 
Marsick (1993) described a spectrum of learning from informal to formal as follows:

unanticipated experiences and encounters that result in learning as an incidental by- •
product, which may or may not be consciously recognized;

new job assignments and participation in teams, or other job-related challenges that  •
provide for learning and self-development;
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self-initiated and self-planned experiences, including the use of media and seeking out  •
a coach or mentor;

total quality or improvement groups/active learning designed to promote continuous  •
learning for continuous improvement;

providing a framework for learning associated with personal development planning or  •
career planning;

the combination of less-structured with structured opportunity to learn from these  •
experiences;

designed programmes of mentoring, coaching or workplace learning; •

formal training programmes or courses involving instruction. •

Informal and formal learning compared

A comparison between informal and formal learning is shown in Table 41.1.

Table 41.1 Characteristics of formal and informal learning

Informal learning Formal learning

Highly relevant to individual needs Relevant to some, not so relevant to others

Learners learn according to need All learners learn the same thing

May be small gap between current and 
target knowledge

May be variable gaps between current and 
target knowledge

Learner decides how learning will occur Trainer decides how learning will occur

Immediate applicability (‘just-in-time’ 
learning)

Variable times, often distant

Learning readily transferable Problems may occur in transferring learning 
to the workplace

Occurs in work setting Often occurs in non-work setting

This comparison is weighted in favour of informal learning, but as mentioned above there are 
disadvantages. Informal learning used to be anathematized as ‘sitting by Nellie’ (this was when 
Nellie was a fairly common name) meaning that trainees were left to their own devices to pick 
up bad habits from their neighbours. It can be argued that formal training has its limits but at 
least it is planned and systematic. In fact, the systematic training movement of the 1960s 
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(discussed later in this chapter) was a revulsion from traditional laissez faire approaches. 
Informal training has a lot of advantages but as explained below, it should not be allowed to 
take place in a haphazard way.

Making informal learning work

Analyse the knowledge, skills and abilities (KSAs) required. •

Defi ne how these KSAs will be acquired: eg initial instruction and coaching  •
from a supervisor; demonstration, coaching and mentoring from a colleague; 
the preparation of personal development or self-directed learning plans; planned 
programmes for acquiring knowledge and skills; blending informal on-the-job 
learning with other learning processes such as e-learning and formal training 
courses.

Ensure that line managers and supervisors are aware of their responsibilities for  •
the provision of learning opportunities and have the skills required, eg coaching 
and instructing skills.

Where a department or unit has regular large infl uxes of trainees, appoint a full-  •
or part-time training supervisor to oversee all training activities.

Follow up to ensure that learning is taking place. •

The approaches describe above use a number of formal methods described later in this chapter 
and in Appendix D, but the essential nature of informal learning – that it is about learning 
through experience on-the-job – is unaffected. The more formal approaches are there simply 
to enhance experiential learning.

E-learning

E-learning was defi ned by Pollard and Hillage (2001) as ‘the delivery and administration of 
learning opportunities and support via computer, networked and web-based technology to 
help individual performance and development’. E-learning enhances learning by extending 
and supplementing face-to-face learning rather than replacing it. It enables learning to take 
place when it is most needed (just in time as distinct from just in case) and when it is most 
convenient. Learning can be provided in short segments or bites that focus on specifi c learning 
objectives. It is ‘learner-centric’ in that it can be customized to suit an individual’s learning 
needs – learners can choose different learning objects within an overall package. The main 
potential drawbacks are the degree of access to computers, the need for a reasonable degree of 
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literacy, the need for learners to be self-motivated, and the time and effort required to develop 
and update e-learning programmes.

E-learning programmes may cover common business applications and processes, induction 
programmes and, frequently, IT skills development. They are not so effective for developing 
soft skills such as team building, communication or presentation, which rely on interpersonal 
contact. But programmes can still present basic principles that can prepare people for practical 
face-to face sessions, provide reinforcement through post-event reading, help with self-assess-
ment and lead to chatroom support.

Commonly, candidates raised issues about computer access and IT literacy, cost, time and self-
motivation levels. Too few candidates considered the types of learning suited to/not suited to 
the e-learning approach.

The basic principle of e-learning is ‘connectivity’ – the process by which computers are net-
worked, share information and connect people to people. This is provided for by what is often 
called ‘the e-learning landscape or architecture’, which refers to the hardware, software and 
connectivity components required to facilitate learning. In designing the system, considera-
tion has to be given to ‘functionality’ – what each part is expected to do.

The main components of the e-learning ‘landscape’ are:

The learning management system (LMS) – this provides users with access to various  •
learning processes and enables self-paced e-learning to take place. It can also help with 
administration, including curriculum management, and course publishing.

The learning content management system (LCMS) – this provides an authoring system  •
for course or programme preparation, a collection of learning objects or modules 
(sometimes called a ‘repository’) and a means of sending a completed course to a deliv-
ery system (sometimes called a delivery interface).

Learning portals – these are access points to learning information and services that  •
enable learners to locate content.

The e-learning process

The e-learning process comprises defi ning the system, encouraging access, advising and assist-
ing individual learners, and encouraging and facilitating the creation of learning communities. 
E-learning focuses on the learner. It provides a means of satisfying individual learning needs. 
But individual learning may be supplemented by participation in learning groups or commu-
nities of interest in which members both gain and share knowledge.

The emphasis is on self-paced learning – learners control the rate at which they learn although 
they may be given targets for completion and guidance from tutors on how they should learn. 
However, while self-paced learning is encouraged and provided for, the impact of e-learning is 
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strongly infl uenced by how well support is provided to learners. It is the effectiveness of this 
support rather than the sophistication of the technology that counts. The quality of the content 
is important but it will be enhanced by support from tutors or ‘e-moderators’. The latter, as 
described by Salmon (2001), preside over the activities of a learning group in ‘knowledge 
exchange forums’, arranging contributions and information sharing and providing guidance 
and comments as appropriate.

E-learning programme content

E-learning programmes can be used for ‘bite-sized’ training, ie training to develop a particular 
skill or area of knowledge. Programmes may consist of generic content purchased from sup-
pliers, but most organizations prefer customized web-based modules developed either in-
house or outsourced to software fi rms that produce material to a specifi ed design. The content 
should be constructed in accordance with the pedagogic principles set out below.

Principles for e-learning programmes

Learners must be stimulated by the learning process. •

The programme and content should be seen to be intrinsically relevant, the  •
method of presentation should be interesting, use should be made of graphics, 
animations, audio, interactive simulations, scenarios, case studies, projects, 
question and answer sessions and problem-solving activities where appropriate 
– the programme should not simply involve ‘page turning’.

Learners must be encouraged to respond to stimuli and should be engaged in  •
the learning process.

Learners should understand their learning goals, preferably working them out  •
for themselves but with help where necessary.

The programme should be constructed in incremental steps and presented in  •
‘bite-sized chunks’ or modules, each with clear objectives and outcomes.

Learners should be able to plan their learning (self-paced learning). •

Learners must be able to measure their own progress but should be given feed- •
back as well.

Learners should be encouraged to refl ect on what they are learning by reference  •
to their own experience.

The content can be prepared with the help of authoring tools such as Macromedia (Authorware 
and Flash).
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Delivery of e-learning

E-learning is delivered through websites and the intranet; CD-ROMs are also used extensively. 
Provision can be made for online coaching and discussion forums. The content can be deliv-
ered through PowerPoint, video and audio clips, drag and drop questions, PDF fi les, links to 
websites, and web-enabled forums and learning communities.

Blended learning

Blended learning is the use of a combination of learning methods to increase the overall effec-
tiveness of the learning process by providing for different parts of the learning mix to comple-
ment and support one another. A blended learning programme might be planned for an 
individual using a mix of self-directed learning activities defi ned in a personal development 
plan, e-learning facilities, group action learning activities, coaching or mentoring, and instruc-
tion provided in an in-company course or externally. Generic training for groups of people 
might include e-learning, planned instruction programmes, planned experience and selected 
external courses. Within a training course a complementary mix of different training activities 
might take place, for example a skills development course for managers or team leaders might 
include some instruction on basic principles but much more time would be spent on case 
studies, simulations, role playing and other exercises.

Self-directed learning

Self-directed or self-managed learning involves encouraging individuals to take responsibility 
for their own learning needs, either to improve performance in their present job or to develop 
their potential and satisfy their career aspirations. It can also be described as self-refl ective 
learning (Mezirow, 1985), which is the kind of learning that involves encouraging individuals 
to develop new patterns of understanding, thinking and behaving

Self-directed learning can be based on a process of recording achievement and action planning 
that involves individuals reviewing what they have learnt, what they have achieved, what their 
goals are, how they are going to achieve those goals and what new learning they need to acquire. 
The learning programme can be ‘self-paced’ in the sense that learners can decide for them-
selves, up to a point, the rate at which they work and are encouraged to measure their own 
progress and adjust the programme accordingly.

Self-directed learning is based on the principle that people learn and retain more if they fi nd 
things out for themselves. But they still need to be given guidance on what to look for and help 
in fi nding it. Learners have to be encouraged to defi ne, with whatever help they may require, 
what they need to know to perform their job effectively. They need to be provided with 
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guidance on where they can get the material or information that will help them to learn and 
how to make good use of it. Personal development plans, as described later in this chapter, can 
provide a framework for this process. They also need support from their manager and the 
organization with the provision of coaching, mentoring and learning facilities, including 
e-learning.

Development

Development takes the form of learning activities that prepare people to exercise wider or 
increased responsibilities. In development programmes there is an emphasis on self-directed 
learning as described above, personal development planning (together with learning con-
tracts) and planned learning from experience.

Personal development planning

Personal development planning is carried out by individuals with guidance, encouragement 
and help from their managers as required. A personal development plan sets out the actions 
people propose to take to learn and to develop themselves. They take responsibility for formu-
lating and implementing the plan but they receive support from the organization and their 
managers in doing so. The purpose is to provide what Tamkin et al (1995) call a ‘self-organized 
learning framework’.

Stages of personal development planning

1. Analyse current situation and development needs. This can be done as part of a 
performance management process.

2. Set goals. These could include improving performance in the current job, improv-
ing or acquiring skills, extending relevant knowledge, developing specifi ed areas of 
competence, moving across or upwards in the organization, or preparing for 
changes in the current role.

3. Prepare action plan. The action plan sets out what needs to be done and how it will 
be done under headings such as outcomes expected (learning objectives), the 
development activities, the responsibility for development (what individuals are 
expected to do and the support they will get from their manager, the HR depart-
ment or other people), and timing. A variety of activities tuned to individual needs 
should be included in the plan, for example observing what others do, project 
work, planned use of e-learning programmes and internal learning resource 
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The plan can be expressed in the form of a learning contract, as described below.

Learning contracts

A learning contract is a formal agreement between the manager and the individual on what 
learning needs to take place, the objectives of such learning and what part the individual, the 
manager, the learning and development function or a mentor will play in ensuring that learn-
ing happens. The partners to the contract agree on how the objectives will be achieved and 
their respective roles. It will spell out learning programmes and indicate what coaching, men-
toring and formal training activities should be carried out. It is, in effect, a blueprint for 
learning.

Planned experience

Planned experience is the process of deciding on a sequence of experience that will enable 
people to obtain the knowledge and skills required in their jobs and prepare them to take on 
increased responsibilities. This enables experiential learning to take place to meet a learning 
specifi cation. A programme is drawn up that sets down what people are expected to learn in 
each department or job in which they are given experience. This should spell out what they are 
expected to discover for themselves. A suitable person (a mentor) should be available to see 
that people in a development programme are given the right experience and opportunity to 
learn, and arrangements should be made to check progress. A good way of stimulating people 
to fi nd out for themselves is to provide them with a list of questions to answer. It is essential, 
however, to follow up each segment of experience to check what has been learnt and, if neces-
sary, modify the programme.

Training

Training is the use of systematic and planned instruction activities to promote learning. The 
approach can be summarized in the phrase ‘learner-based training’. It is one of several responses 
an organization can undertake to promote learning.

centres, working with a mentor, coaching by the line manager or team leader, expe-
rience in new tasks, guided reading, special assignments and action learning. 
Formal training to develop knowledge and skills may be part of the plan but it is 
not the most important part.

4. Implement. Take action as planned.
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As Reynolds (2004) points out, training has a complementary role to play in accelerating learn-
ing: ‘It should be reserved for situations that justify a more directed, expert-led approach rather 
than viewing it as a comprehensive and all-pervasive people development solution.’ He also 
commented that the conventional training model has a tendency to ‘emphasize subject-spe-
cifi c knowledge, rather than trying to build core learning abilities’.

The justifi cation for training

Formal training is indeed only one of the ways of ensuring that learning takes place, but it can 
be justifi ed in the following circumstances.

Justifying training

The work requires skills that are best developed by formal instruction. •

Different skills are required by a number of people, which have to be developed  •
quickly to meet new demands and cannot be acquired by relying on 
experience.

The tasks to be carried out are so specialized or complex that people are unlikely  •
to master them on their own initiative at a reasonable speed.

Critical information must be imparted to employees to ensure they meet their  •
responsibilities.

A learning need common to a number of people has to be met that can readily  •
be dealt with in a training programme, for example induction, essential IT skills, 
communication skills.

Transferring training

It has been argued (Reynolds, 2004) that: ‘The transfer of expertise by outside experts is risky 
since their design is often removed from the context in which work is created.’ This is a funda-
mental problem and applies equally to internally run training courses where what has been 
taught can be diffi cult for people to apply in the entirely different circumstances in their work-
place. Training can seem to be remote from reality and the skills and knowledge acquired can 
appear to be irrelevant. This particularly applies to management or supervisory training but 
even the manual skills learnt in a training centre may be diffi cult to transfer.

This problem can be tackled by making the training as relevant and realistic as possible, antici-
pating and dealing with any potential transfer diffi culties. Individuals are more likely to apply 
learning when they do not fi nd it too diffi cult, believe what they learnt is relevant, useful and 
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transferable, are supported by line managers, have job autonomy, believe in themselves, and 
are committed and engaged. Transfer is also more likely if systematic training and ‘just-in-time 
training’ approaches are used, as described below.

Systematic training

Training should be systematic in that it is specifi cally designed, planned and implemented to 
meet defi ned needs. It is provided by people who know how to train and the impact of training 
is carefully evaluated. The concept was originally developed for the industrial training boards 
in the 1960s and consists of a simple four-stage model, as illustrated in Figure 41.2:

1. Identify training needs.

2. Decide what sort of training is required to satisfy these needs.

3. Use experienced and trained trainers to implement training.

4. Follow up and evaluate training to ensure that it is effective.

Techniques Facilities Locations Trainers

2  Plan training programmes

1  Identify learning needs

4  Evaluate training

3  Implement training

Figure 41.2 Systematic training model

Just-in-time training

Just-in-time training is training that is closely linked to the pressing and relevant needs of 
people by its association with immediate or imminent work activities. It is delivered as close as 
possible to the time when the activity is taking place. The training will be based on an identi-
fi cation of the latest requirements, priorities and plans of the participants, who will be briefed 
on the live situations in which their learning has to be applied. The training programme will 
take account of any transfer issues and aim to ensure that what is taught is seen to be applicable 
in the current work situation.
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Bite-sized training

Bite-sized training involves the provision of opportunities to acquire a specifi c skill or a par-
ticular piece of knowledge in a short training session that is focused on one activity such as 
using a particular piece of software, giving feedback, or handling an enquiry about a product 
or service of the company. It is often carried out through e-learning. It can be a useful means 
of developing a skill or understanding through a concentrated session or learning activity 
without diversions and is readily put to use in the workplace. But it can be weak in expanding 
individuals’ intellectual capacity and holistic (or ‘whole view’) understanding of the business 
– essential qualities to enable employees to respond creatively to the challenges of today’s 
knowledge economy. It can also be facile and too restricted and relies on the support of line 
managers, which is not always forthcoming. It is best for training employees in straightforward 
techniques that they can use immediately in their work or to complement, not replace, longer 
courses or developmental processes.

Types of training

Training programmes or events can be concerned with any of the following:

manual skills, including modern apprenticeships (see Appendix D); •

IT skills; •

team leader or supervisory training; •

management training; •

interpersonal skills, eg leadership, team-building, group dynamics, neuro-linguistic  •
programming;

personal skills, eg assertiveness, coaching, communicating, time management; •

training in organizational procedures or practices, eg induction, health and safety, per- •
formance management, equal opportunity or managing diversity policy and practice.

Effective training practices

Effective training uses the systematic approach defi ned above with an emphasis on skills analy-
sis. The purpose of the training should be clearly defi ned in terms of the behaviour required as 
a result of training. This can be expressed as a statement along the lines of: ‘On completing this 
training the participant will be able to…’. Defi ning expected behaviours will provide the basis 
for evaluation, which is an essential element in the achievement of successful training.
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The process of learning and development – key learning 
points

The distinction between learning 
and training

Learning should be distinguished from 
training. ‘Learning is the process by which a 
person constructs new knowledge, skills 
and capabilities, whereas training is one of 
several responses an organization can 
undertake to promote learning’ (Reynolds 
et al, 2002).

Informal and formal learning

Formal learning is planned and systematic. 
It makes use of structured training pro-
grammes consisting of instruction and 
practice that may be conducted on- or off-
the-job. Informal learning is experiential 
learning. It takes place while people are 
learning on-the-job as they go along.

E-learning

E-learning provides for learning via com-
puter, networked and web-based technol-
ogy. The process comprises defi ning the 
system, encouraging access, advising and 
assisting individual learners and encourag-
ing and facilitating the creation of learning 
communities. E-learning focuses on the 
learner. It provides a means of satisfying 
individual learning needs.

Blended learning

Blended learning is the use of a combina-
tion of learning methods to increase the 
overall effectiveness of the learning process 
by providing for different parts of the 

learning mix to complement and support 
one another. A blended learning pro-
gramme might be planned for an individ-
ual using a mix of self-directed learning 
activities defi ned in a personal develop-
ment plan, e-learning facilities, group 
action learning activities, coaching or men-
toring, and instruction provided in an in-
company course or externally.

Self-directed learning

Self-directed or self-managed learning 
involves encouraging individuals to take 
responsibility for their own learning needs, 
either to improve performance in their 
present job or to develop their potential 
and satisfy their career aspirations. It can 
also be described as self-refl ective learning, 
which is the kind of learning that involves 
encouraging individuals to develop new 
patterns of understanding, thinking and 
behaving.

Personal development planning

Personal development planning is carried 
out by individuals with guidance, encour-
agement and help from their managers as 
required. A personal development plan sets 
out the actions people propose to take to 
learn and to develop themselves. They take 
responsibility for formulating and imple-
menting the plan but they receive support 
from the organization and their managers 
in doing so.
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The process of learning and development – key learning 
points (continued)

Planned experience

Planned experience is the process of decid-
ing on a sequence of experience that will 
enable people to obtain the knowledge and 
skills required in their jobs and prepare 
them to take on increased responsibilities. 
This enables experiential learning to take 
place in order to meet a learning 
specifi cation.

Justifying training

Training can be justifi ed when:

The work requires skills that are best  •
developed by formal instruction.

Different skills are required by a  •
number of people, which have to be 
developed quickly to meet new 
demands and cannot be acquired by 
relying on experience.

The tasks to be carried out are spe- •
cialized or complex.

Critical information must be  •
imparted to employees to ensure 
they meet their responsibilities.

A learning need common to a  •
number of people has to be met.

Transferring training

Training can seem to be remote from reality 
and the skills and knowledge acquired can 
appear to be irrelevant. This particularly 
applies to management or supervisory 
training but even the manual skills learnt in 
a training centre may be diffi cult to trans-
fer. This problem can be tackled by making 
the training as relevant and realistic as pos-
sible, anticipating and dealing with any 
potential transfer diffi culties.

Effective training practices

The purpose of the training should  •
be clearly defi ned.

Every opportunity should be taken  •
to embed learning at work.

The training techniques used should  •
be appropriate to the purpose of the 
course and to the characteristics of 
participants.
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42
Learning and Development

Programmes and Events

Key concepts and terms

Cost/benefi t analysis •

Learning evaluation •

Learning specifi cation •

Return on investment •

Discretionary learning •

Learning needs analysis •

Return on expectations •

Self-directed learning •

On completing this chapter you should be able to defi ne these key concepts. 
You should also know about:

Learning outcomes

The business case for learning and  •
development

Responsibility for learning •

Evaluating learning •

Planning and delivering learning  •
programmes and events

Analysing learning needs •
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Introduction

This chapter starts with an overview of the process of planning a learning and development 
programme or a learning event. A learning and development programme is a sequence or 
group of learning activities that take place over a period of time. A learning event is a specifi c 
learning activity that might take the form of a course designed to meet established learning 
needs.

In the fi rst part of this chapter consideration is given to the preparation of a business case for 
learning, the sequence of activities required to plan the programme or event including who is 
responsible for ensuring that learning takes place. The next part deals with the delivery of 
learning programmes and events and the criteria for their effectiveness. The fi nal two parts of 
the chapter are concerned with two fundamental activities that govern the planning and imple-
mentation of learning programmes and events, namely identifying learning needs and evalu-
ating the effectiveness of learning activities.

The business case for learning and development

The business case for learning and development should demonstrate how learning, training 
and development programmes will meet business needs. Kearns and Miller (1997) go as far as 
to claim that: ‘If a business objective cannot be cited as a basis for designing training and devel-
opment, then no training and development should be offered.’

A cost/benefi t analysis is required, which compares the benefi ts expressed in quantifi ed terms 
as far as possible that will result from the learning activity. The business case has to convince 
management that there will be an acceptable return on the investment (RoI) in learning and 
training programmes and events. It can be diffi cult to produce realistic fi gures, although the 
attempt is worth making with the help of fi nance specialists. The case for investing in learning 
and development can refer to any of the following potential benefi ts.

Potential benefi ts provided by learning and development activities

Improve individual, team and corporate performance in terms of output,  •
quality, speed and overall productivity.

Attract high quality employees by offering them learning and development  •
opportunities, increasing their levels of competence and enhancing their skills, 
thus enabling them to obtain more job satisfaction, to gain higher rewards and 
to progress within the organization.
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Planning and delivering learning programmes and 
events

The actions required are as follows.

1. Establish learning needs

Methods of doing this are described in the penultimate part of this chapter.

2. Defi ne learning objectives

It is essential to be clear about what the programme or event is required to achieve – its learn-
ing objectives and outcomes. These are defi ned to satisfy established learning needs and to 
provide the basis for planning content and evaluating results.

Objectives can be defi ned as criterion behaviour (the performance standards or changes in 
behaviour on the job to be achieved if a learning process is to be regarded as successful) and 
terminal behaviour (what actually happened following the learning event). Any gap between 
criterion and terminal behaviour will indicate defi ciencies in the programme. A behavioural 
objective could be set out as follows.

Provide additional non-fi nancial rewards (growth and career opportunities) as  •
part of a total reward policy (see Chapter 46).

Improve operational fl exibility by extending the range of skills possessed by  •
employees (multi-skilling).

Increase the commitment of employees by encouraging them to identify with  •
the mission and objectives of the organization.

Help to manage change by increasing understanding of the reasons for change  •
and providing people with the knowledge and skills they need to adjust to new 
situations.

Provide line managers with the skills required to manage and develop their people. •

Help to develop a positive culture in the organization, one, for example, that is  •
oriented towards performance improvement.

Provide higher levels of service to customers. •

Minimize learning costs (reduce the length of learning curves). •
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Example of a behavioural learning objective

At the end of the programme managers will be able to take greater responsibility for the 
development of their staff. Indicative activities will include:

the conduct of satisfactory performance and development reviews; •

the agreement of personal development plans; •

enabling team members to carry out self-directed learning activities; •

the ability to use coaching skills to improve performance. •

3. Decide on content

The content of the programme or event will clearly be governed by whatever those attending 
need to know or be able to do as set out in the learning objectives. It is important not to try to 
achieve too much in any one event. There is a limit to how much people can absorb at any one 
time and an even greater limit to how much they can put into effect. The content of the train-
ing should be related to the work contexts of the participants. Ideally, their work should be 
made a central feature of the subject matter. Every opportunity should be taken to embed 
learning at work.

4. Decide on methods of delivery

The methods used to deliver learning should be appropriate to the purpose of the course and 
to the characteristics of participants – their jobs, learning needs, previous experience, level of 
knowledge and skills, and how receptive they will be to being taught (motivated to learn). A 
blended learning approach should be adopted, as described in Chapter 41. Account must be 
taken of how people learn and the conditions for effective learning, as set out in Chapter 43.

Every opportunity should be taken to embed learning at work. It is particularly important in 
management, supervisory and interpersonal skills training to provide ample time for partici-
pation and active learning through discussion, case studies and simulations. Lectures should 
form a minor part of the course. Good instructional techniques, as described in Appendix D, 
should be used in skills training.

The design of the programme or event should take account of the principles of learning. The 
following guidelines, based on the ideas of Gagne (1977), have been produced by Harrison 
(2005).
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Guidance on the design and delivery of learning events, Gagne (1977) and 
Harrison (2005)

Design an appropriate structure and culture – how the event will be  •
shaped and the desirable climate of relationships.

Stimulate the learners – ensure that learners believe that their needs are  •
being catered for. Get them involved. Focus on key learning points.

Help understanding – check understanding regularly and vary the  •
learning pace to ensure that it is absorbed.

Incorporate appropriate learning activities – these should include situ- •
ations or the use of knowledge and skills that learners perceive to be rel-
evant to their jobs.

Build on existing learning – fi nd out what people know and do and  •
build on that so that they can incorporate new learning, or recognize 
that they are irrelevant and allow them gradually to fall away.

Guide the learners – give them regular feedback and guidance on the  •
learning process.

Ensure that learning is retained – enable learners to practise and con- •
solidate their skills, bearing in mind the phenomenon of the learning 
curve (see Chapter 43). Provide feedback and praise as appropriate.

Ensure transfer of learning – successful transfer of learning from the  •
event to the workplace depends on the extent to which the event has 
been relevant to the learners’ needs, the learners have been able to 
acquire the knowledge and skills covered in the programme, they have 
been stimulated throughout the programme and are encouraged and 
enabled to put their learning into practice.
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5. Decide on the location and facilities required, the budget and who 
delivers the programme

The programme could take place on- or off-the-job, in-house or at an external centre. The facili-
ties will be determined by the planned learning methods, and their availability will infl uence the 
location. At this stage it is also necessary to cost the programme and prepare a fi nancial budget. 
The programme could be delivered by the organization’s own learning and development staff or 
outsourced in whole or in part to outside training providers. Line managers may usefully take 
part as long as they are reasonably profi cient as instructors, trainers or coaches.
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6. Prepare information on the programme or event

This will set out its objectives, content and methods as a guide to nominating managers and 
potential participants.

7. Deliver the learning

This should not present too many problems if the planning and preparation for the pro-
gramme or event have been carried out systematically. However, a fl exible approach is desira-
ble because all learning events vary according to the characteristics of the learners whose 
learning needs and reactions will vary. Fine tuning will be necessary throughout the 
programme.

8. Evaluate the learning

The criteria for an effective learning programme or event are set out below. Systematic methods 
of evaluation are described in the last part of this chapter.

What makes a learning and development programme or event effective?

The event or programme is based on a thorough evaluation of learning needs. •

Clear objectives have been set for the outcomes of the event or programme. •

Standards are set for the delivery of the event or programme. •

Success criteria and methods of measuring success have been established. •

A blend of learning and development methods are used – informal and formal  •
– that are appropriate for the established needs of those taking part.

The responsibilities for planning and delivering the programme or event have  •
been clarifi ed.

Those responsible for the learning activity are well-qualifi ed in whatever role  •
they are expected to play.

Adequate resources have been allocated to the programme or event. •

The programme or event has the support of top management. •

The programme is implemented effectively as planned, within its budget and in  •
accordance with the defi ned standards.
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Responsibility for the implementation of learning

Individuals should be expected to take a considerable degree of responsibility for managing 
their own learning (self-directed or discretionary learning) but they need the help and support 
of their line managers and the organization, including the learning and development function. 
Line managers have a key role in planning and facilitating learning by conducting perform-
ance and development reviews, agreeing learning contracts and personal development plans 
with their staff, and helping staff to implement those plans through the provision of learning 
opportunities and coaching. But they have to be encouraged to do this. They should under-
stand that the promotion of learning is regarded as an important aspect of their responsibili-
ties and that their performance in carrying it out will be assessed. They also need guidance on 
how they should carry out their developmental role.

Responsibility for learning and development is being increasingly placed on managers and 
employees rather than learning and development professionals. The latter are becoming learn-
ing facilitators rather than training providers or instructors. The direct role of training is 
becoming less important. As Stewart and Tansley (2002) point out, training specialists are 
focusing on learning processes, rather than the content of training courses. Carter et al (2002) 
argue that ‘The shifting organizational forms of training, coupled with multiple delivery 
methods, are not leading to a single new role for the trainer, but rather an array of different 
role demands.’ These roles include facilitator and change agent.

As facilitators, learning and development specialists analyse learning needs and make propos-
als on how these can best be satisfi ed. They provide facilities such as learning resource centres 
and e-learning programmes and plan and implement training interventions, often outsourc-
ing training to external providers. Importantly, they provide guidance to line managers and 
help them to develop their skills in assessing development needs, personal development plan-
ning and coaching. Additionally, they are there to give advice and help to individuals on their 
learning plans.

The application of the programme or event is regularly monitored to ensure  •
that it meets the defi ned objectives and standards.

The achievements of the programme or event are evaluated against the success  •
criteria and swift corrective action is taken to deal with any problems.
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Identifying learning needs

All learning activities need to be based on an understanding of what needs to be done and why 
it needs to be done. The purpose of the activities must be defi ned and this is only possible if 
the learning needs of the organization and the groups and individuals within it have been 
identifi ed and analysed.

The basis of learning needs analysis

Learning needs analysis is often described as the process of identifying the learning gap – the 
gap between what is and what should be, as illustrated in Figure 42.1.

What is Learning gap What should be

Actual 
performance 

levels
Knowledge and 
skill possessed

Performance 
levels required
Knowledge and 
skill required

Figure 42.1 The learning gap

But this ‘defi ciency model’ of training – only putting things right that have gone wrong – is 
limited. Learning is much more positive than that. It should be concerned with identifying and 
satisfying development needs – fi tting people to take on extra responsibilities, increasing all-
round competence, equipping people to deal with new work demands, multi-skilling, and pre-
paring people to take on higher levels of responsibility in the future.

Areas for learning needs analysis

Learning needs should be analysed, fi rst, for the organization as a whole – corporate needs; 
second, for departments, teams, functions or occupations within the organization – group 
needs; and third, for individual employees – individual needs. These three areas are intercon-
nected, as shown in Figure 42.2. The analysis of corporate needs will lead to the identifi cation 
of learning needs in different departments or occupations, while these in turn will indicate 
what individual employees need to learn. The process also operates in reverse. As the needs of 
individual employees are analysed separately, common needs emerge that can be dealt with on 
a group basis. The sum of group and individual needs will help to defi ne corporate needs, 
although there may be some superordinate learning requirements that can be related only to 
the company as a whole to meet its business development needs – the whole learning plan may 
be greater than the sum of its parts.
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Corporate Group Individual

Analysis of 
business 

plans

Analysis of 
human 

resource 
plans

Surveys

Performance 
and 

development 
reviews

Role 
analysis

Learning 
specification

Figure 42.2 Learning needs analysis – areas and methods

These areas of analysis are discussed below.

Analysis of business and human resource plans

Business and HR plans should indicate in general terms the types of skills and competencies 
that may be required in the future and the numbers of people with those skills and competen-
cies who will be needed. These broad indicators have to be translated into more specifi c plans 
that cover, for example, the outputs from training programmes of people with particular skills 
or a combination of skills (multi-skilling).

Surveys

Special surveys may be carried out that analyse the information from a number of sources, eg 
performance reviews, to identify corporate and group learning and training needs. This infor-
mation can be usefully supplemented by interviewing people to establish their views about 
what they need to learn. But they often fi nd it diffi cult to articulate learning needs and it is best 
to lead with a discussion of the work they do and identify any areas where they believe that 
their performance and potential could be improved by a learning or training programme.

An analysis should also be made of any areas where future changes in work processes, methods 
or job responsibilities are planned, and of any common gaps in skills or knowledge or weak-
nesses in performance that indicate a learning need. Further information should be derived 
from the evaluation of training, as described at the end of this chapter.

Performance and development reviews

The performance management processes should be a prime source of information about indi-
vidual learning and development needs. The performance management approach to learning 
concentrates on the preparation of performance improvement programmes, personal devel-
opment plans and learning contracts, which lead to jointly determined action plans. The 
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emphasis is on identifying learning needs for continuous development or to produce specifi c 
improvements in performance.

Role analysis

Role analysis is the basis for preparing role profi les that provide a framework for analysing and 
identifying learning needs. Role profi les set out the key result areas of the role but, importantly, 
also defi ne the competencies required to perform the role. A good performance management 
process will ensure that role profi les are updated regularly and the performance review will be 
built round an analysis of the results achieved by reference to the key result areas and agreed 
objectives. The competency framework for the role is used to assess the level of competency 
displayed in achieving, or as the case may be, not achieving those results. An assessment can 
then be made of any learning required to develop levels of competency. Ideally, this should be 
a self-assessment by individuals, who should be given every encouragement to identify learn-
ing needs for themselves. These can be discussed with the individuals’ manager and agreement 
reached on how the learning needs should be met, by the individuals through self-managed 
learning and/or with the help and support of their managers. The output of role analysis could 
be a learning specifi cation, as illustrated in Figure 42.3.

Learning outcomes Learning methods

• Prepare product budget
• Prepare marketing plans
• Conduct market reviews
• Prepare marketing campaigns
• Specify requirements for advertisements and 

promotional material
• Liaise with advertising agents and creative suppliers
• Analyse results of advertising campaigns
• Prepare marketing reports

• Coaching: Budget Accountant
• Coaching: Mentor
• Coaching: Market Research Department
• Read: Product Manager’s Manual
• Read: Product Manager’s Manual

• Attachment to agency
• Coaching: Mentor, read analyses
• Read: previous reports; observe: marketing review 

meetings

Define level profiles

Learning Specification

Learning outcomes Learning methods

Role: Product Manager

What the role holder must understand

What the role holder must be able to do

Department: Marketing

• The product market

• The product specification
• Market research availability
• Interpretation of marketing data
• Customer service requirements
• Techniques of product management

• Coaching: Marketing Manager and Advertising 
Manager

• Coaching: Operations Manager
• Coaching: Market Research Manager
• Coaching: Market Research Manager
• Customer Service Manager
• Institute of Marketing courses

Figure 42.3 A learning specifi cation
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Evaluation of learning

It is important to evaluate learning in order to assess its effectiveness in producing the out-
comes specifi ed when the activity was planned and to indicate where improvements or changes 
are required to make the training even more effective.

Learning evaluation, Tamkin et al (2002)

Learning can be modelled as a chain of impact from the planning of learning 
to meet organizational or individual learning needs to the learning that takes 
place in a learning event, from learning to changed behaviour, and from 
changed behaviour to impact on others and the organization as a whole.

SO
U

RC
E 

RE
V

IE
W

It is at the planning stage that the basis upon which each category of learning programme or 
event is to be evaluated should be determined. This means defi ning expectations in the form 
of the impact that the event will make in terms of criterion and terminal behaviour. The aim 
is to establish the extent to which the event has achieved its purpose. At the same time, it is 
necessary to consider how the information required for evaluation should be obtained and 
analysed.

The signifi cance of learning evaluation

Evaluation is an integral feature of learning activities. In essence, it is the comparison of objec-
tives with outcomes to answer the question of how far the event has achieved its purpose. The 
setting of objectives and the establishment of methods of measuring results are, or should be, 
an essential part of the planning stage of any learning and development programme. Evaluation 
provides guidance on what needs to be done to ensure that learning activities are effective.

Approach to evaluation

The areas that need to be evaluated are:

Planning – the extent to which needs were properly evaluated and objectives set. •
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Conduct – how well the programme or event was organized and managed, the degree  •
to which the inputs and methods were appropriate and effective, and its cost compared 
with the budget.

Reactions – what participants felt about the event. •

Outcomes – the impact the event made on individual, departmental and organizational  •
performance. The levels at which this can take place were defi ned by Hamblin in 1974 
and in a better known version, Kirkpatrick in 1994.

Levels of evaluation, Hamblin (1974)

The fi ve evaluation levels identifi ed by Hamblin are:

1. Reactions – what participants think of the learning experience, the quality of the speakers 
and the relevance of the content. This may be recorded on an evaluation form, sometimes 
called a ‘happy sheet’.

2. Learning – an assessment of what participants have learnt on the programme.

3. Job behaviour – the extent to which participants have applied their learning on-the-job.

4. Organization – the impact of changes in the job behaviour of participants on the effective-
ness of the department or function in which they work.

5. Ultimate value – the extent to which the organization has benefi ted from the learning 
event in terms of profi tability, growth or survival.

As Hamblin points out, the fi ve levels are links in a chain: training leads to reactions, which lead 
to learning, which leads to changes in the organization, which lead to changes in the achievement 
of ultimate goals. But the chain can be snapped at any link. Trainees can react favourably to an 
event – they can ‘enjoy it’ – but learn little or nothing. They can learn something but cannot, will 
not, or are not allowed to apply it. It is applied but does little good in the participants’ area. It does 
some good in the area but does not further the objectives of the organization.

Evaluation can take place at any level. Ideally it should focus on levels four and fi ve, but this 
can be diffi cult. In practice evaluation often goes no further than level one, but at least it 
should try to move on to levels two and three and make some attempt to evaluate at higher 
levels, especially when the learning programme is extensive and addresses issues of importance 
to the organization as a whole.

Levels of evaluation, Kirkpatrick (1994)

The four levels of evaluation suggested by Kirkpatrick are as follows.

Level 1: Reaction – at this level, evaluation measures how those who participated in the training 
have reacted to it. In a sense, it is a measure of immediate customer satisfaction. Kirkpatrick 
suggests the following guidelines for evaluating reactions:
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determine what you want to fi nd out; •

design a form that will quantify reactions; •

encourage written comments and suggestions; •

get 100 per cent immediate response; •

get honest responses; •

develop acceptable standards; •

measure reactions against standards, and take appropriate action; •

communicate reactions as appropriate. •

Research by Warr et al (1970) has shown that there is relatively little correlation between 
learner reactions and measures of training, or subsequent measures of changed behaviour. But 
as Tamkin et al (2002) claim, despite this, organizations are still keen to get reactions to train-
ing, and used with caution this can produce useful information on the extent to which learn-
ing objectives were perceived to be met and why.

Level 2: Evaluate learning – this level obtains information on the extent to which learning 
objectives have been attained. It will aim to fi nd how much knowledge was acquired, what 
skills were developed or improved, and the extent to which attitudes have changed in the 
desired direction. So far as possible, the evaluation of learning should involve the use of tests 
before and after the programme – paper and pencil, oral or performance tests.

Level 3: Evaluate behaviour – this level evaluates the extent to which behaviour has changed as 
required when people attending the programme have returned to their jobs. The question to 
be answered is the extent to which knowledge, skills and attitudes have been transferred from 
the classroom to the workplace. Ideally, the evaluation should take place both before and after 
the training. Time should be allowed for the change in behaviour to take place. The evaluation 
needs to assess the extent to which specifi c learning objectives relating to changes in behaviour 
and the application of knowledge and skills have been achieved.

Level 4: Evaluate results – this is the ultimate level of evaluation and provides the basis for assess-
ing the benefi ts of the training against its costs. The objective is to determine the added value of 
learning and development programmes – how they contribute to raising organizational per-
formance signifi cantly above its previous level. The evaluation has to be based on ‘before’ and 
‘after’ measures and has to determine the extent to which the fundamental objectives of the train-
ing have been achieved in areas such as increasing sales, raising productivity, reducing accidents 
or increasing customer satisfaction. Evaluating results is obviously easier when they can be quan-
tifi ed. However, it is not always easy to prove the contribution to improved results made by train-
ing as distinct from other factors and, as Kirkpatrick says, ‘Be satisfi ed with evidence, because 
proof is usually impossible to get.’ Perhaps the most powerful method of demonstrating that 
learning programmes pay is to measure the return on investment, as discussed below.
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Kirkpatrick’s system is slightly simpler than Hamblin’s, which may explain why it is so popular. 
But the diffi culty of moving beyond level one still applies. That is why there have been moves 
to use an overall measure such as return on investment or return on expectations.

Return on investment as a method of evaluation

Return on investment (RoI) is advocated by some commentators as a means of assessing the 
overall impact of training on organizational performance. It is calculated as:

Benefits from training (£) – costs of training (£)

costs of training (£)
× 100

Kearns and Miller (1997) believe that only this sort of measure is useful in evaluating the 
overall impact of training. They argue that particular measures should be used to evaluate spe-
cifi c training; for example, if development aims to bring about greater awareness of customers 
then it should still be measured by the eventual effect on customer spend, customer satisfac-
tion and number of customers.

The pressure to produce fi nancial justifi cations for any organizational activity, especially in 
areas such as learning and development, has increased the interest in RoI. The problem is that 
while it is easy to record the costs it is much harder to produce convincing fi nancial assess-
ments of the benefi ts. Kearns (2005) provides a response to this concern:

All business is about the art of speculation and the risk of the unknown. The trick here 
is not to try and work to a higher standard of credibility than anyone else in the organi-
zation. If accountants are prepared to guess about amortization costs or marketing 
directors to guess about market share why should a trainer not be prepared to have a 
guess at the potential benefi ts of training?

He recommends the use of ‘a rule of thumb’ when using RoI to the effect that any training 
should improve the performance of trainees by at least 1 per cent. Thus if the return on sales 
training is being measured, the benefi ts could be calculated as 1 per cent of profi t on sales.

Return on expectations

The evaluation of learning has traditionally concentrated on the Hamblin or Kirkpatrick 
‘levels’ approach. But there is a trend to concentrate more on the validation of the total learn-
ing process and on the outcomes of learning, which means focusing on return on expectation 
measures that assess the extent to which the anticipated benefi ts of any learning investment 
have been realized. This starts with a defi nition of expectations – a statement of what the 
learning event is aiming to achieve at the individual, departmental and, importantly, organiza-
tional level. This would also involve deciding how achievement will be measured – the success 
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criteria. These criteria would be used as the basis for evaluation. At the organizational level, for 
example, they could be improvements in the level of customer service, a return on investment 
target, or increased productivity. As Sloman (2007) emphasizes: ‘We must enter into a dialogue 
with our key stakeholders to fi nd out where they believe that learning can make a strategic 
impact. This must then determine how we measure and report on learning.’

Application of evaluation

As Reid et al (2004) comment: ‘The more care that has been taken in the assessment of needs 
and the more precise the objectives, the greater will be the possibility of effective evaluation.’ 
This is the basis for conducting evaluation at various levels.

It could be argued that the only feedback from evaluation that matters is the results in terms of 
improved unit or organizational performance that learning brings. But if this is hard to measure, 
a learning event could still be justifi ed in terms of any actual changes in behaviour that the pro-
gramme was designed to produce. This is based on the assumption that the analysis of learning 
needs indicated that this behaviour is more than likely to deliver the desired results. Similarly, at 
the learning level, if a proper analysis of knowledge, skills and attitude requirements and their 
impact on behaviour has been conducted, it is reasonable to assume that if the knowledge, etc has 
been acquired, behaviour is likely to change appropriately. Finally, if all else fails, reactions are 
important in that they provide immediate feedback on the quality of training given (including 
the performance of the trainer), which can point the way to corrective action.

Learning and development programmes and events – key 
learning points

Preparing the business case for 
learning and development

The business case for learning and develop-
ment should demonstrate how learning, 
training and development programmes will 
meet business needs.

Planning and delivering learning 
programmes and events

The stages are:

identify learning needs; •

defi ne learning objectives; •

decide on content; •

decide on methods of delivery; •

decide on location, facilities, the budget  •
and who delivers the programme;

prepare information about the pro- •
gramme or event;

deliver the programme or event; •

evaluate learning. •

Main criteria for effectiveness

The programme is based on a thor- •
ough evaluation of learning needs.
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Learning and development programmes and events – key 
learning points (continued)

Clear objectives have been set for  •
the outcomes of the programme.

Standards are set for the delivery of  •
the programme.

Success criteria and methods of meas- •
uring success have been established.

A blend of learning and development  •
methods are used – informal and 
formal – that are appropriate for the 
established needs of those taking part.

The outcome of the programme is  •
evaluated.

Responsibility for learning

While individuals should be expected to take a 
considerable degree of responsibility for man-
aging their own learning, they need the help 
and support of their line managers and the 
organization, including the L&D function. 
Line managers have a key role in planning and 
facilitating learning by conducting perform-
ance and development reviews, agreeing learn-
ing contracts and personal development plans 
with their staff, and helping staff to implement 
those plans through the provision of learning 
opportunities and coaching. Learning and 
development professionals are becoming 
learning facilitators rather than training pro-
viders or instructors.

The basis of learning needs analysis

All learning activities need to be based on an 
understanding of what needs to be done and 

why it needs to be done. The purpose of the 
activities must be defi ned and this is only 
possible if the learning needs of the organi-
zation and the groups and individuals within 
it have been identifi ed and analysed.

Areas for learning needs analysis

Learning needs should be analysed, fi rst, for 
the organization as a whole – corporate 
needs; second, for departments, teams, 
functions or occupations within the organ-
ization – group needs; and third, for indi-
vidual employees – individual needs.

The signifi cance of learning 
evaluation

Evaluation is an integral feature of learning 
activities. In essence, it is the comparison of 
objectives with outcomes to answer the 
question of how far the event has achieved 
its purpose.

Levels of evaluation

The four levels of evaluation defi ned by 
Kirkpatrick are: reactions, evaluating learning, 
evaluating behaviour and evaluating results.

The application of evaluation

As Reid et al (2004) comment: ‘The more 
care that has been taken in the assessment 
of needs and the more precise the objec-
tives, the greater will be the possibility of 
effective evaluation.’ This is the basis for 
conducting evaluation at various levels.
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Questions

1. You are attending an assessment centre for a senior learning and development post and 
have been asked to make a 10 to 15 minute presentation on ‘How to plan an effective 
learning event’. Outline what you will say and why.

2. Prepare an outline of a 10 to 15 minute talk at a half-day conference for HRM students 
on methods of identifying learning and development needs. Illustrate the talk with 
practical examples.

3. The following remarks on learning evaluation were made by Martin Sloman in People 
Management on 29 November 2007: ‘For today’s training and learning professional, making 
a “value contribution” calls for a wide-ranging approach that involves aligning learning proc-
esses and investment, and investment with the organization’s strategic priorities, and estab-
lishing, through dialogue with senior decision makers, what are the most relevant evaluation 
methods for the organization… The key challenge is to understand and respond to the legiti-
mate expectations that key stakeholders, especially senior managers, have in relation to the 
strategic value of learning.’ Comment on the signifi cance of these remarks as the basis for an 
approach to learning evaluation which, according to some commentators, will replace the 
Kirkpatrick model and the reliance on return on investment as a measure of effectiveness.
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How People Learn

Key concepts and terms

Affective learning •

Discretionary learning •

Experiential learning •

Learning •

Operant conditioning •

Self-refl ective learning •

Cognitive learning •

Experienced worker’s standard  •
(EWS)

Instrumental learning •

The learning curve •

Reinforcement •

Social learning •

On completing this chapter you should be able to defi ne these key concepts. 
You should also know about:

Learning outcomes

The types of learning •

Learning theories •

Learning to learn •

The implications of learning  •
theory and concepts

The learning process •

Learning styles •

The motivation to learn •

700 
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Introduction

An understanding of how people learn is necessary if learning is to take place effectively. The 
aims of this chapter are to summarize the different ways in which people in general learn – 
learning theory; describe how individuals learn – their learning styles and ‘learning to learn’; 
and set out the practical implications of these theories, concepts and approaches.

Learning defi ned

Learning has been defi ned by Kim (1993) as the process of ‘increasing one’s capacity to take 
action’. It can be described as the modifi cation of behaviour through experience. A distinction 
was made between learning and development by Pedler et al (1989), who see learning as being 
concerned with an increase in knowledge or a higher degree of an existing skill, whereas devel-
opment is more towards a different state of being or functioning.

Argyris (1993) makes the point that: ‘Learning is not simply having a new insight or a new 
idea. Learning occurs when we take effective action, when we detect and correct error. How do 
you know when you know something? When you can produce what it is you claim to know.’

Types of learning

1. Instrumental learning – learning how to do the job better once the basic standard 
of performance has been attained. It is helped by learning on-the-job.

2. Cognitive learning – outcomes based on the enhancement of knowledge and 
understanding.

3. Affective learning – outcomes based on the development of attitudes or feelings 
rather than knowledge.

4. Self-refl ective learning – developing new patterns of understanding, thinking and 
behaving and therefore creating new knowledge (Harrison, 2005).

The learning process

Honey (1998) declared that: ‘Learning is complex and various, covering all sorts of things such 
as knowledge, skills, insights, beliefs, values, attitudes and habits.’

Individuals learn for themselves and learn from other people. They learn as members of teams 
and by interaction with their managers, co-workers and people outside the organization. 
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People learn by doing and by instruction. The ways in which individuals learn will differ and 
the extent to which they learn will depend largely on how well they are motivated or self-moti-
vated. Discretionary learning can take place when individuals of their own volition actively 
seek to acquire the knowledge and skills they need to carry out their work effectively. It should 
be encouraged and supported.

The effectiveness of learning will be strongly infl uenced by the context in which it takes place. 
This includes the values of the organization. Is it truly believed that learning is important as a 
means of developing a high performance culture and achieving competitive advantage? Is this 
belief confi rmed by actions that encourage and support learning? Is the approach to learning 
delivery in line with the following beliefs?

Conditions for effective learning, Birchall and Lyons (1995)

For effective learning to take place at the individual level it is essential to foster 
an environment where individuals are encouraged to take risks and experi-
ment, where mistakes are tolerated, but where means exist for those involved to 
learn from their experiences.
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Learning theory

There are a number of learning theories, each of which focuses on different aspects of the 
learning process as applied to people in general. The main theories are concerned with:

reinforcement; •

cognitive learning; •

experiential learning; •

social learning. •
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Reinforcement theory

Reinforcement theory is based on the work of Skinner (1974). It expresses the belief that 
changes in behaviour take place as a result of an individual’s response to events or stimuli and 
the ensuing consequences (rewards or punishments). Individuals can be ‘conditioned’ to repeat 
the behaviour by positive reinforcement in the form of feedback and knowledge of results. 
This process is known as ‘operant conditioning’.

Gagne (1977) later developed his stimulus-response theory, which relates the learning process 
to a number of factors, including reinforcement, namely:

drive – there must be a basic need or drive to learn; •

stimulus – people must be stimulated by the learning process; •

response – people must be helped by the learning process to develop appropriate  •
responses, ie the knowledge, skills and attitudes that will lead to effective 
performance;

reinforcement – these responses need to be reinforced by feedback and experience until  •
they are learnt.

Cognitive learning theory

Cognitive learning involves gaining knowledge and understanding by absorbing information 
in the form of principles, concepts and facts and then internalizing it. Learners can be regarded 
as powerful information processing machines.

Experiential learning theory

People are active agents of their own learning (Reynolds et al, 2002). Experiential learning 
takes place when people learn from their experience by refl ecting on it so that it can be under-
stood and applied. Learning is therefore a personal ‘construction’ of meaning through experi-
ence. ‘Constructivists’ such as Rogers (1983) believe that experiential learning will be enhanced 
through facilitation – creating an environment in which people can be stimulated to think and 
act in ways that help them to make good use of their experience.

Social learning theory

Social learning theory states that effective learning requires social interaction. Wenger (1998) 
suggested that we all participate in ‘communities of practice’ (groups of people with shared 
expertise who work together) and that these are our primary sources of learning. Bandura 
(1977) views learning as a series of information-processing steps set in train by social 
interactions.
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Learning styles

Learning theories describe in general terms how people learn, but individual learners will have 
different styles – a preference for a particular approach to learning. The two most familiar clas-
sifi cations of learning styles are those produced by Kolb and by Honey and Mumford.

Kolb’s learning style inventory

Kolb et al (1974) identifi ed a learning cycle consisting of four stages, as shown in Figure 43.1.

concrete
experience

formation of
abstract concepts
and generalisations

observations 
and reflections

testing implications
of concepts in new

situations

Figure 43.1 The Kolb learning cycle

He defi ned these stages as follows:

Concrete experience – this can be planned or accidental. •

Refl ective observation – this involves actively thinking about the experience and its  •
signifi cance.

Abstract conceptualization (theorizing) – generalizing from experience to develop  •
various concepts and ideas that can be applied when similar situations are 
encountered.

Active experimentation – testing the concepts or ideas in new situations. This gives rise  •
to a new concrete experience and the cycle begins again.

The key to Kolb’s model is that it is a simple description of how experience is translated into 
concepts that are then used to guide the choice of new experiences. To learn effectively, indi-
viduals must shift from being observers to participants, from direct involvement to a more 
objective analytical detachment. Every person has his or her own learning style and one of the 
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most important arts that trainers have to develop is to adjust their approaches to the learning 
styles of trainees. Trainers must acknowledge these learning styles rather than their own pre-
ferred approach.

Kolb also defi ned the following learning styles of trainees:

Accommodators •  who learn by trial and error, combining the concrete experience and 
experimentation stages of the cycle.

Divergers •  who prefer concrete to abstract learning situations and refl ection to active 
involvement. Such individuals have great imaginative ability, and can view a complete 
situation from different viewpoints.

Convergers •  who prefer to experiment with ideas, considering them for their practical 
usefulness. Their main concern is whether the theory works in action, thus combining 
the abstract and experimental dimensions.

Assimilators •  who like to create their own theoretical models and assimilate a number of 
disparate observations into an overall integrated explanation. Thus they veer towards 
the refl ective and abstract dimensions.

The Honey and Mumford learning styles

Another analysis of learning styles was made by Honey and Mumford (1996). They identifi ed 
the following four styles.

The Honey and Mumford learning styles

1. Activists who involve themselves fully without bias in new experiences and 
revel in new challenges.

2. Refl ectors who stand back and observe new experiences from different 
angles. They collect data, refl ect on them and then come to a conclusion.

3. Theorists who adapt and apply their observations in the form of logical 
theories. They tend to be perfectionists.

4. Pragmatists who are keen to try out new ideas, approaches and concepts to 
see if they work.SO
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However, none of these four learning styles is exclusive. It is quite possible that one person 
could be both a refl ector and a theorist and someone else could be an activist/pragmatist, a 
refl ector/pragmatist or even a theorist/pragmatist.
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Use of learning style theory

Learning style theory can be used in the design and conduct of learning events or personal 
development programmes. Learning situations can be designed to fi t the learning style of par-
ticipants. The problem is that people do not necessarily have a single learning style and there 
will certainly be a large range of styles in any learning group. It may therefore be diffi cult to fi t 
the approach to the style. Coffi eld (2005) stressed instead the importance of individuals’ ‘think-
ing styles’ – that is, their automatic way of organizing and processing information during 
learning – and of their ‘learning strategy’, meaning the approach they adopt to try to overcome 
the limitations of their natural thinking style.

Learning to learn

People learn all the time and through doing so acquire knowledge, skills and insight. But they 
will learn more effectively if they ‘learn how to learn’. As defi ned by Honey (1998), the process 
of learning to learn is the acquisition of knowledge, skills and insights about the learning 
process itself. The aims, as described by Honey, are to:

provide a basis for organizing and planning learning; •

pinpoint precisely what has been learnt and what to do better or differently as a  •
consequence;

share what has been learnt with other people so that they benefi t; •

check on the quality of what has been learnt; •

transfer what has been learnt and apply it in different circumstances; •

improve the learning process itself so that how people learn, not just what people learn,  •
is given constant attention.

The learning curve

The concept of the learning curve refers to the time it takes an inexperienced person to reach 
the required level of performance in a job or a task. This is sometimes called the ‘experienced 
worker’s standard’ (EWS). The standard learning curve is shown in Figure 43.2.
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Performance

Time

EWS

Figure 43.2 A standard learning curve

However, rates of learning vary, depending on the effectiveness of the training, the experience 
and natural aptitude of the learner and the latter’s interest in learning. Both the time taken to 
reach the experienced worker’s standard and the variable speed with which learning takes 
place at different times, affect the shape of the curve, as shown in Figure 43.3.

Scenario forecast

Performance

Time

EWS

Figure 43.3 Different rates of learning

Learning is often stepped, with one or more plateaus, while further progress is halted. This 
may be because learners cannot continually increase their skills or speeds of work and need a 
pause to consolidate what they have already learnt. The existence of steps such as those shown 
in Figure 43.4 can be used when planning skills training to provide deliberate reinforcement 
periods when newly acquired skills are practised in order to achieve the expected standards.
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Scenario forecast

Performance

Time

EWS

Figure 43.4 A stepped learning curve

When a training module is being prepared that describes what has to be learnt and the training 
needed to achieve the required levels of skill and speed, it is often desirable to proceed step-by-
step, taking one task or part of a task at a time, reinforcing it and then progressively adding 
other parts, consolidating at each stage. This is called the ‘progressive parts method of 
training’.

The motivation to learn

People will learn more effectively if they are motivated to learn. The motivation to learn can be 
defi ned as ‘those factors that energize and direct behavioural patterns organized around a 
learning goal’ (Rogers, 1996). As Reynolds et al (2002) comment, ‘The disposition and com-
mitment of the learner – their motivation to learn – is one of the most critical factors affecting 
training effectiveness. Under the right conditions, a strong disposition to learn, enhanced by 
solid experience and a positive attitude, can lead to exceptional performance.’

Two motivation theories, as described in Chapter 18, are particularly relevant to learning. 
Expectancy theory states that goal-directed behaviour is driven by the expectation of achieving 
something the individual regards as desirable. If individuals feel that the outcome of learning 
is likely to benefi t them they will be more inclined to pursue it. When they fi nd that their 
expectations have been fulfi lled, their belief that learning is worthwhile will be reinforced. Goal 
theory states that motivation is higher when individuals aim to achieve specifi c goals, when 
these goals are accepted and, although diffi cult, are achievable, and when there is feedback on 
performance. Learning goals may be set for individuals (but to be effective as motivators they 
must be agreed) or individuals may set their own goals (self-directed learning).
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The implications of learning theory and concepts

The practical implications of the learning theories described above are summarized in Table 43.1.

Table 43.1 The implications of learning theory and concepts

Theory/concept Content Practical implications

The process of 
learning

Learning is complex 
and is achieved in 
many different ways

The context is 
important

Different learning needs require different 
learning methods, often in combination

Learning effectiveness depends on the extent to 
which the organization believes in learning and 
supports it

Reinforcement 
theory

Behaviours can be 
strengthened by 
reinforcing them with 
positive feedback 
(conditioning)

Reinforcement theory underpins training 
programmes concerned with developing skills 
through instruction. In these, the learner is 
conditioned to make a response and receives 
immediate feedback, and progress is made in 
incremental steps, each directed to a positive 
outcome

Cognitive 
learning theory

Learners acquire 
understanding that 
they internalize by 
being exposed to 
learning materials and 
by solving problems

The knowledge and understanding of learners 
can be enriched and internalized by presenting 
them with learning materials (eg e-learning). 
Case studies, projects and problem-solving 
activities can also be used for this purpose

Self-directed learning, personal development 
planning activities and discovery learning 
processes with help from facilitators, coaches 
or mentors are underpinned by cognitive 
learning theory

Experiential 
learning theory

People learn by 
constructing meaning 
and developing their 
skills through 
experience

Learning through experience can be enhanced 
by encouraging learners to refl ect on and make 
better use of what they learn through their own 
work and from other people. Self-directed 
learning and personal development planning 
activities with help from facilitators, coaches or 
mentors are also underpinned by experiential 
learning theory, as is action learning
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Theory/concept Content Practical implications

Social learning 
theory

Learning is most 
effective in a social 
setting. Individual 
understanding is 
shaped by active 
participation in real 
situations

Learning can be encouraged in communities of 
practice and in project teams and networks

Learning styles Every person has their 
own learning style

Learning programmes need to be adjusted to 
cope with different learning styles. Trainers 
have also to fl ex their methods. People will 
learn more effectively if they are helped to 
‘learn how to learn’ by making the best use of 
their own style but also by experimenting with 
other styles

The learning 
curve

The time required to 
reach an acceptable 
standard of skill or 
competence, which 
varies between people. 
Learning may proceed 
in steps with plateaus 
rather than being a 
continuous process

Recognize that progress may vary and may not 
be continuous. Enable learners to consolidate 
their learning and introduce reinforcement 
periods in training programmes to recognize 
the existence of learning steps and plateaus

The motivation 
to learn

People need to be 
motivated to learn 
effectively

Learners should be helped to develop learning 
goals and to understand the benefi ts to them of 
achieving them. Performance management 
processes leading to personal development 
plans can provide a means of doing this

Table 43.1 continued

How people learn – key learning points

The types of learning

Instrumental learning, cognitive learning, 
affective learning and self-refl ective 
learning.

The learning process

Individuals learn for themselves and learn 
from other people. They learn as members 
of teams and by interaction with their 
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Questions

1. What are the main types of learning and how can they be put to use on a learning 
event?

2. Your local newspaper is publishing a supplement on learning and development and has 
asked you to write a brief piece on what, in your experience and that of relevant research, 
are the key factors that determine how well people learn. Draft an outline of your 
article.

3. Critically evaluate a learning style model such as Honey and Mumford’s as a basis for 
designing learning events and processes.

How people learn – key learning points (continued)

managers, co-workers and people outside 
the organization. People learn by doing and 
by instruction. The ways in which individu-
als learn will differ and the extent to which 
they learn will depend largely on how well 
they are motivated or self-motivated.

Learning theories

Reinforcement, cognitive learning, experi-
ential learning and social learning.

Learning styles

Learning theories describe in general terms 
how people learn, but individual learners 
will have different styles – a preference for a 
particular approach to learning. The two 
most familiar classifi cations of learning 
styles are those produced by Kolb and by 
Honey and Mumford.

Learning to learn

People learn all the time and through doing 
so acquire knowledge, skills and insight. 
But they will learn more effectively if they 
‘learn how to learn’. As defi ned by Honey 
(1998), the process of learning to learn is 
the acquisition of knowledge, skills and 
insights about the learning process itself.

The motivation to learn

People will learn more effectively if they are 
motivated to learn. The motivation to learn 
can be defi ned as ‘those factors that energize 
and direct behavioural patterns organized 
around a learning goal’ (Rogers, 1996).

The implications of learning theory 
and concepts

See Table 43.1.
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Organizational Learning

Key concepts and terms

Adaptive learning •

Evaluative enquiry •

Organizational capability •

Resource capability •

Strategic choice •

Double-loop learning •

Generative learning •

Organizational learning •

Single-loop learning •

On completing this chapter you should be able to defi ne these key concepts. 
You should also know about:

Learning outcomes

The process of organizational  •
learning

Organizational learning and the  •
learning organization

Outcomes of organizational  •
learning
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Introduction

Organizational learning theory is concerned with how learning takes place in organizations. It 
focuses on collective learning but takes into account the proposition made by Argyris (1992) 
that organizations do not perform the actions that produce the learning; it is individual 
members of the organization who behave in ways that lead to it, although organizations can 
create conditions that facilitate such learning. The concept of organizational learning recog-
nizes that the way in which this takes place is affected by the context of the organization and 
its culture. In this chapter organizational learning is defi ned, consideration is given to the out-
comes and process of organizational learning, the principles of organizational learning are 
summarized and the process of evaluative enquiry as a basis for organizational learning is 
described. At the end of the chapter the concepts of organizational learning and the learning 
organization are compared. These are often confused.

Organizational learning defi ned

Organizational learning is concerned with the development of new knowledge or insights that 
have the potential to infl uence behaviour. It has been defi ned by Marsick (1994) as a process 
of: ‘Coordinated systems change, with mechanisms built in for individuals and groups to 
access, build and use organizational memory, structure and culture to develop long-term 
organizational capacity.’ Organizational learning takes place within the wide institutional 
context of inter-organizational relationships and ‘refers broadly to an organization’s acquisi-
tion of understanding, know-how, techniques and practices of any kind and by any means’ 
(Argyris and Schon, 1996). Organizational learning theory examines how in this context indi-
vidual and team learning can be translated into an organizational resource and is therefore 
linked closely to knowledge management processes (see Chapter 12).

It is emphasized by Harrison (1997) that organizational learning is not simply the sum of the 
learning of individuals and groups across the organization. She comments that: ‘Many studies 
(see for example Argyris and Schon, 1996) have confi rmed that without effective processes and 
systems linking individual and organizational learning, the one has no necessary counterpart 
with the other.’
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Principles of organizational learning, Harrison (1997)

1. The need for a powerful and cohering vision of the organization to be 
communicated and maintained across the workforce in order to promote 
awareness of the need for strategic thinking at all levels.

2. The need to develop strategy in the context of a vision that is not only 
powerful but also open-ended and unambiguous. This will encourage a 
search for a wide rather than a narrow range of strategic options, will 
promote lateral thinking and will orient the knowledge-creating activities 
of employees.

3. Within the framework of vision and goals, frequent dialogue, communica-
tion and conversations are major facilitators of organizational learning.

4. It is essential continuously to challenge people to re-examine what they 
take for granted.

5. It is essential to develop a conducive learning and innovation climate.
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The process of organizational learning

Organizational learning can be characterized as an intricate three-stage process consisting of 
knowledge acquisition, dissemination and shared implementation (Dale, 1994). Knowledge 
may be acquired from direct experience, the experience of others or organizational memory.

Argyris (1992) suggests that organizational learning occurs under two conditions: fi rst when 
an organization achieves what is intended, and second when a mismatch between intentions 
and outcomes is identifi ed and corrected. He distinguishes between single-loop and double-
loop learning. These two types of learning have been described as adaptive or generative 
learning.

Single-loop or adaptive learning is incremental learning that does no more than correct devia-
tions from the norm by making small changes and improvements without challenging assump-
tions, beliefs or decisions. As suggested by Argyris (1992), organizations where single-loop 
learning is the norm, defi ne the ‘governing variables’ ie what they expect to achieve in terms of 
targets and standards, and then monitor and review achievements and take corrective action 
as necessary, thus completing the loop.

Double-loop or generative learning involves challenging assumptions, beliefs, norms and deci-
sions rather than accepting them. On this basis, learning through the examination of the root 
causes of problems so that a new learning loop is established goes far deeper than the 
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traditional learning loop provided by single-loop or instrumental learning. It occurs when the 
monitoring process initiates action to redefi ne the ‘governing variables’ to meet the new situa-
tion, which may be imposed by the external environment. The organization has learnt some-
thing new about what has to be achieved in the light of changed circumstances and can then 
decide how this should be done. This learning is converted into action. The process is illus-
trated in Figure 44.1.

Take action

Redefine expectations
as necessary

Decide on corrective
action as necessary

Monitor and 
review

Single-loop learning

Double-loop learning

Define expectations

Figure 44.1 Single- and double-loop learning

As Easterby-Smith and Araujo (1999) commented, single-loop learning could be linked to 
incremental change ‘where an organization tries out new methods and tactics and attempts to 
get rapid feedback on their consequences in order to be able to make continuous adjustments 
and adaptations’. In contrast, double-loop learning is associated ‘with radical change, which 
might involve a major change in strategic direction, possibly linked to replacement of senior 
personnel, and wholesale revision of systems’. It is generally assumed that double-loop learn-
ing is superior, but there are situations when single-loop learning may be more appropriate.

Strategic choice

The concept of strategic choice in organizational learning was developed by Child (1997). He 
suggested that in making choices about their priorities, policies, actions and structures, organ-
izations evaluate information from their internal and external environment in order to iden-
tify opportunities and problems. This encourages a learning process that proceeds towards 
action and outcomes through debate, negotiation and the exercise of choice.
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Outcomes of organizational learning

Organizational learning outcomes contribute to the development of a fi rm’s resource capabil-
ity. This is in accordance with one of the basic principles of human resource management, 
namely that it is necessary to invest in people in order to develop the intellectual capital 
required by the organization and thus increase its stock of knowledge and skills. As stated by 
Ehrenberg and Smith (1994), human capital theory indicates that: ‘The knowledge and skills a 
worker has – which comes from education and training, including the training that experience 
brings – generate productive capital.’

Pettigrew and Whipp (1991) believe that the focus of organizational learning should be on 
developing ‘organizational capability’. This means paying attention to the intricate and often 
unnoticed or hidden learning that takes place and infl uences what occurs within the organiza-
tion. ‘Hidden learning’ is acquired and developed in the normal course of work by people 
acting as individuals and, importantly, in groups or ‘communities of practice’ (Wenger and 
Snyder, 2000).

Evaluative enquiry

Evaluative enquiry is a method of enhancing organizational learning. It requires organization 
members to critically consider what they think, say and do in the context of the work 
environment.

The process of evaluative enquiry

Evaluative enquiry involves:

asking questions; •

identifying and challenging values, beliefs and assumptions; •

refl ection; •

dialogue; •

collecting, analysing and interpreting data; •

action planning; •

implementation. •
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Organizational learning and the learning 
organization

The notion of the learning organization as described in Chapter 40 is sometimes confused 
with the concept of organizational learning. However, as Harrison (2000) points out: ‘Too 
often… it is assumed that the terms “the learning organization” and “organizational learning” 
are synonymous. They are not.’

Easterby-Smith and Araujo (1999) explain that the literature on organizational learning 
focuses on the ‘observation and analysis of the processes of individual and collective learning 
in organizations’, whereas the learning organization literature is concerned with ‘using specifi c 
diagnostic and evaluative tools which can help to identify, promote and evaluate the quality of 
the learning processes inside organizations’. In other words, organizational learning is about 
how people learn in organizations and the learning organization concept is about what organ-
izations should do to facilitate the learning of their members.

Organizational learning – key learning points

The process of organizational 
learning

Organizational learning can be character-
ized as an intricate three-stage process con-
sisting of knowledge acquisition, 
dissemination and shared implementation. 
Argyris (1992) suggests that organizational 
learning occurs under two conditions: fi rst 
when an organization achieves what is 
intended, and second when a mismatch 
between intentions and outcomes is identi-
fi ed and corrected. He distinguishes between 
single-loop and double-loop learning.

Outcomes of organizational learning

Organizational learning outcomes contrib-
ute to the development of a fi rm’s resource-

based capability. This is in accordance with 
one of the basic principles of human 
resource management, namely that it is 
necessary to invest in people in order to 
develop the intellectual capital required by 
the organization and thus increase its stock 
of knowledge and skills.

Organizational learning and the 
learning organization

Organizational learning is about how 
people learn in organizations; the learning 
organization concept is about what organi-
zations should do to facilitate the learning 
of their members.
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Questions

1. What, if anything, is the difference between the concepts of organizational learning and 
the learning organization?

2. What are single- and double-loop learning and what is the signifi cance of these concepts 
in relation to the design of learning programmes and events?

3. How does the process of knowledge management contribute to organizational 
learning?
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Key concepts and terms

Action learning •

Management development •

Development centre •

Management succession planning •

On completing this chapter you should be able to defi ne these key concepts. 
You should also know about:

Learning outcomes

Management development policy •

How managers learn and develop •

Informal approaches to  •
management development

An integrated approach to  •
management development

Criteria for management  •
development

Management development  •
strategy

Formal approaches to  •
management development

Development centres •

Responsibility for management  •
development
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Introduction

Management development is concerned with improving the performance of managers in their 
present roles and preparing them to take on greater responsibilities in the future. It has been 
described by Mumford and Gold (2004) as ‘an attempt to improve managerial effectiveness 
through a learning process’. Management development activities are associated with talent 
management, as described in Chapter 34.

A systematic approach to management development is necessary because the increasingly 
onerous demands made on line managers mean that they require a wider range of developed 
skills than ever before.

The abilities managers need, Tamkin et al (2003)

To empower and develop people – understand and practise the process  •
of delivering through the capability of others.

To manage people and performance – managers increasingly need to  •
maintain morale whilst also maximizing performance.

To work across boundaries, engaging with others, working as a member  •
of a team, thinking differently about problems and their solutions.

To develop relationships and a focus on the customer, building partner- •
ships with both internal and external customers.

To balance technical and generic skills – the technical aspects of man- •
agement and the management of human relationships.
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This chapter covers management development policy and strategy, approaches to manage-
ment development and the responsibility for management development.

Management development policy

A management development policy provides guidelines on the approach an organization 
adopts to the development of its managers. It is operationalized by a management develop-
ment strategy. Mabey and Thompson (2000) state that management development policy con-
sists of three variables: 1) the existence of written management development policy statements, 
2) the degree of organizational priority given to management development, and 3) who takes 
responsibility for driving management development in the organization (the individual or the 
organization).
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This is how a large engineering company expressed its management development policy.

Management development policy

The main long-term object of management development is to fi nd ways in  •
which the company can produce, mainly from within, a supply of managers 
better equipped for their jobs at all levels.

The principal method by which managers can be equipped is by ensuring that  •
they gain the right variety of experience, in good time, in the course of their 
career. This experience can be supplemented – but never replaced – by courses 
carefully timed and designed to meet particular needs.

The foundation of management development must be a policy of management  •
succession, ie a system which ensures that men and women of promise, from the 
shop fl oor upwards, are given the sequence of experience which will equip them 
for whatever level of responsibility they have the ability to reach.

Management development strategy

A management development strategy will be concerned with the programmes the organiza-
tion proposes to implement to develop its managers. It will be business-led even though it may 
focus on the development of individual performance and potential. The business has to decide 
what sort of managers it needs to achieve its strategic goals and the business must decide how 
it can best obtain and develop these managers. Even when the emphasis is on self-develop-
ment, as it should be, the business must still indicate the directions in which self-development 
should go, possibly in the broadest of terms, but explicitly nonetheless.

The strategy will be based on an analysis of the future needs for managers that is conducted by 
means of human resource planning and talent management (see Chapters 29 and 34). Forecasts 
can be made of the numbers and types of managers required to meet business needs and to 
cater for management succession. It is also necessary to assess the skills and competencies 
managers will need to meet future demands and challenges arising from competitive pres-
sures, new product-market strategies and the introduction of new technology. This can be 
done through performance management processes that identify development needs and 
potential, and lead to the agreement of personal development plans.
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Priorities for management development

Hirsh et al (2000) suggest a number of priorities for management development. These are:

combining a strong corporate architecture for management development with a capa- •
bility for ‘just in time’ training and local delivery to meet specifi c business needs;

providing better information and advice for individual managers on how to think  •
about their future direction in career terms and their learning needs;

mainstreaming the skills required to manage self-development and to support the  •
development of others; these skills include those of ‘manager as coach’ but also go wider 
and include informal career mentoring;

fi nding ways of delivering more stretching and stimulating management development  •
to the whole population of managers, not just those in very senior posts or identifi ed as 
‘high potential’.

Approaches to management development

The approach adopted by the organization is to provide support through a range of related 
activities such as performance management, development centres, personal development 
planning, coaching and mentoring. A rigid, organization-wide programme is not essential, 
although management development interventions such as those described in this chapter need 
to be made.

The extent to which management development activities are programmed depends on the 
organization: its technology, its environment and the type of managers it employs. A tradi-
tional bureaucratic/mechanistic type of organization may be inclined to adopt a more pro-
grammed approach, complete with a wide range of courses, inventories, replacement charts, 
career plans and results-oriented review systems. An innovative and organic type of organiza-
tion may dispense with some or all of these mechanisms. Its approach would be to provide its 
managers with the opportunities, challenge and guidance they require, seizing the chance to 
give people extra responsibilities, and ensuring that they receive the coaching and encourage-
ment they need. There may be no replacement charts, inventories or formal appraisal schemes, 
but people know how they stand, where they can go and how to get there.

The approach to management development should be based on an understanding of how 
managers learn and develop, and of the use of formal and informal methods of development 
and development centres.
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How managers learn and develop

It has often been said that managers learn to manage by managing – in other words, ‘experi-
ence is the best teacher’. This is largely true, but some people learn much better than others. 
After all, a manager with 10 years’ experience may have had no more than one year’s experi-
ence repeated 10 times.

Differences in the ability to learn arise because some managers are naturally more capable or 
more highly motivated than others, while some will have had the benefi t of the guidance and 
help of an effective boss who is fully aware of his or her responsibilities for developing manag-
ers. The saying quoted above could be expanded to read: ‘Managers learn to manage by man-
aging under the guidance of a good manager.’ The operative word in this statement is good. 
Some managers are better at developing people than others, and one of the aims of manage-
ment development is to get all managers to recognize that developing their staff is an impor-
tant part of their job. For senior managers to say that people do not learn because they are not 
that way inclined, and to leave it at that, is to neglect one of their key responsibilities – to 
improve the performance of the organization by doing whatever is practical to improve the 
effectiveness and potential of its managers.

However, to argue that managers learn best ‘on the job’ should not lead to the conclusion that 
managers should be left entirely to their own devices or that management development should 
be a haphazard process. The organization should try to evolve a philosophy of management 
development that ensures that deliberate interventions are made to improve managerial learn-
ing. Revans (1989) wanted to take management development back into the reality of manage-
ment and out of the classroom, but even he believed that deliberate attempts to foster the 
learning process through ‘action learning’ (see Appendix D) are necessary.

Formal approaches to management development

Management development should be based on the identifi cation of development needs 
through performance management or a development centre making use of the following 
formal approaches.

Formal approaches to management development

Coaching and mentoring. •

The use of performance management processes to provide feedback and satisfy  •
development needs.

Planned experience, which includes job rotation, job enlargement, taking part  •
in project teams or task groups, ‘action learning’, and secondment outside the 
organization.
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Informal approaches to management development

Informal approaches to management development make use of the learning experiences that 
managers come across during the course of their everyday work. Managers are learning every 
time they are confronted with an unusual problem, an unfamiliar task or a move to a different 
job. They then have to evolve new ways of dealing with the situation. They will learn if they 
analyse what they did to determine how and why it contributed to its success or failure. This 
retrospective or refl ective learning will be effective if managers can apply the lessons success-
fully in the future.

Experiential and refl ective learning is potentially the most powerful form of learning. It comes 
naturally to some managers. They seem to absorb, unconsciously and by some process of 
osmosis, the lessons from their experience, although in fact they have probably developed a 
capacity for almost instantaneous analysis that they store in their mental databank and which 
they can retrieve whenever necessary.

Ordinary mortals, however, either fi nd it diffi cult to do this sort of analysis or do not recognize 
the need. This is where informal or at least semi-formal approaches can be used to encourage 
and help managers to learn more effectively.

Formal training by means of internal or external courses. •

Structured self-development following a self-directed learning programme set  •
out in a personal development plan and agreed as a learning contract with the 
manager or a management development adviser.

Competency frameworks can be used as a means of identifying and expressing  •
development needs and pointing the way to self-managed learning programmes 
or the provision of learning opportunities by the organization.

Informal approaches to management development

Getting managers to understand their own learning styles so that they can make  •
the best use of their experience and increase the effectiveness of their learning 
activities – the manager’s self-development guide by Pedler et al (1994) provides 
an excellent basis for this important activity.

Emphasizing self-assessment and the identifi cation of development needs by  •
getting managers to assess their own performance against agreed objectives and 
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Development centres

Development centres consist of a concentrated (usually one or two days) programme of exer-
cises, tests and interviews designed to identify managers’ development needs and to provide 
counselling on their careers. They offer participants the opportunity to examine and under-
stand the competencies they require now and in the future. Because ‘behaviour predicts behav-
iour’, centres offer opportunities for competencies to be observed in practice. Simulations of 
various kinds are therefore important features – these are a combination of case studies and 
role playing designed to obtain the maximum amount of realism. Participants are put into the 
position of practising behaviour in conditions very similar to those they will meet in the course 
of their everyday work. An important part of the centre’s activities will be feedback reviews, 
counselling and coaching sessions conducted by the directing staff.

Development centres use similar techniques to assessment centres, but in the latter the organi-
zation ‘owns’ the results for selection or promotion purposes, while in the former the results 
are owned by the individual as the basis for self-managed learning.

The integrated approach to management 
development

An integrated approach to management development will make judicious use of both infor-
mal and formal methods and, possibly, in larger organizations, development centres. The fi ve 
governing principles are set out below:

The reality of management

The approach to management development should avoid making simplistic assumptions 
about what managers need to know or do, based on the classical analysis of management as the 

analyse the factors that contributed to effective or less effective performance – 
this can be provided through performance management.

Getting managers to produce their own personal development plans – self- •
directed learning programmes.

Encouraging managers to discuss their own problems and opportunities with  •
their manager, colleagues or mentors to establish for themselves what they need 
to learn or be able to do.
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processes of planning, organizing, directing and controlling. In reality managerial work is rela-
tively disorganized and fragmented, and this is why many practising managers reject the facile 
solutions suggested by some formal management training programmes. As Kanter (1989) has 
said: ‘Managerial work is undergoing such enormous and rapid change that many managers 
are reinventing their profession as they go.’

Relevance

It is too easy to assume that all managers have to know all about such techniques as balance 
sheet analysis, discounted cash fl ow, economic value-added, etc. These can be useful but they 
may not be what managers really want. Management development processes must be related 
to the needs of particular managers in specifi c jobs. Those needs should include not only what 
managers should know now but also what they should know and be able to do in the future, if 
they have the potential. Thus, management development may include ‘broadening pro-
grammes’ aimed at giving managers an understanding of the wider, strategic issues that will be 
relevant at higher levels in the organization.

Self-development

Managers should be encouraged to develop themselves (self-directed development) and helped 
to do so. Performance management and mentoring can provide this guidance. Programmes 
can be set out in personal development plans.

Experiential learning

If learning can be described as the modifi cation of behaviour through experience then the prin-
cipal method by which managers can be equipped is by providing them with the right variety of 
experience, in good time, in the course of their careers, and by helping them to learn from that 
experience. Action learning, as described in Appendix D, is a good method of doing this.

Formal training

Courses can supplement but never replace experience and they must be carefully timed and 
selected or designed to meet particular needs.

Responsibility for management development

The traditional view is that the organization need not concern itself with management devel-
opment. The natural process of selection and the pressure of competition will ensure the sur-
vival of the fi ttest. Managers, in fact, are born not made. Cream rises to the top (but then so 
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does scum). Management development is not a separate activity to be handed over to a special-
ist and forgotten or ignored. The success of a management development programme depends 
on the degree to which all levels of management are committed to it. The development of sub-
ordinates must be recognized as a natural and essential part of any manager’s job, but the lead 
must come from the top.

Management development was seen in its infancy as a mechanical process using management 
inventories, multicoloured replacement charts, ‘Cooks tours’ for newly recruited graduates, 
detailed job rotation programmes, elaborate points schemes to appraise personal characteris-
tics, and lots of formal courses operating on the ‘sheep-dip’ principle (ie everyone undergoes 
them).

The role of the organization and individuals

The true role of the organization in management development lies somewhere between these 
two extremes. On the one hand, it is not enough, in conditions of rapid growth (when they 
exist) and change, to leave everything to chance – to trial and error. On the other hand, elabo-
rate management development programmes cannot successfully be imposed on the organiza-
tion. As Peter Drucker wisely said many years ago (1955): ‘Development is always 
self-development. Nothing could be more absurd than for the enterprise to assume responsi-
bility for the development of a man (sic). The responsibility rests with the individual, his abili-
ties, his efforts.’ But he went on to say:

Every manager in a business has the opportunity to encourage individual self-develop-
ment or to stifl e it, to direct it or to misdirect it. He should be specifi cally assigned the 
responsibility for helping all men working with him to focus, direct and apply their self-
development efforts productively. And every company can provide systematic develop-
ment challenges to its managers.

The ability to manage is essentially something that individuals mainly develop for themselves 
while carrying out their normal duties. But they will do this much better if they are given 
encouragement, guidance and opportunities by their company and managers. In McGregor’s 
(1960) phrase: managers are grown – they are neither born nor made. The role of the company 
is to provide conditions favourable to faster growth, and these conditions are very much part 
of the environment and organization climate of the company and the management style of the 
chief executive. The latter has the ultimate responsibility for management development. 
McGregor (1960) made this point as follows.
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McGregor (1960) on the individual’s responsibility for management 
development

The job environment of the individual is the most important variable affecting 
his (sic) development. Unless that environment is conducive to his growth, 
none of the other things we do to him or for him will be effective. This is why 
the ‘agricultural’ approach to management development is preferable to the 
‘manufacturing’ approach. The latter leads, among other things, to the unreal-
istic expectation that we can create and develop managers in the classroom.
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It is remarkable that today some people are still reciting these well-established principles as if 
they had just discovered them.

The role of management

Management development is not a separate activity to be handed over to a specialist and for-
gotten or ignored. Its success depends upon the degree to which it is recognized as an impor-
tant aspect of the business strategy – a key process aimed at delivering results. Top management 
must therefore be committed to it. Senior managers should recognize that an important aspect 
of their jobs is to play an active part in developing their managers, although those managers 
should take the main responsibility for their own development with help and support as 
required.

The role of HR and learning and development specialists

However, HR and learning and development specialists still have an important role to play. 
They:

interpret the needs of the business and advise on how management development strat- •
egies can play their part in meeting these needs;

act as advocates of the signifi cance of management development as a business-led  •
activity and make proposals on formal and informal approaches to management 
development;

develop in conjunction with line management competency frameworks that can  •
provide a basis for management development;
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encourage managers to carry out their developmental activities and provide guidance  •
as required;

provide help and encouragement to managers in preparing and pursuing their self- •
directed learning activities;

act as coaches or mentors to individual managers or groups of managers; •

plan and conduct formal learning events. •

Criteria for management development

The effectiveness and value of any approach to management development include the extent 
to which it:

links to organizational goals and context – and so has relevance for the organization as  •
well as for individuals;

builds on and develops the qualities, skills and attitudes of participants; •

is supported by appropriate HR policies to do with recruitment and selection, reward,  •
talent management and succession planning;

has the full commitment of those responsible for the operation of the process; •

is motivating to those encouraged to participate in it. •

Management development – key learning points

Management development policy

A management development policy pro-
vides guidelines on the approach an organi-
zation adopts to the development of its 
managers. It is operationalized by a man-
agement development strategy.

Management development strategy

A management development strategy will 
be concerned with the programmes the 
organization proposes to implement to 
develop its managers.

How managers learn and develop

Managers learn to manage by managing 
under the guidance of a good manager.

Formal approaches to management 
development

Coaching and mentoring. •

Performance management. •

Planned experience. •

Formal training. •

Structured self-development. •
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Management development – key learning points (continued)

Informal approaches to 
management development

Informal approaches to management devel-
opment make use of the learning experi-
ences that managers come across during 
the course of their everyday work.

Development centres

Development centres consist of a concen-
trated (usually one or two days) programme 
of exercises, tests and interviews designed to 
identify managers’ development needs and 
to provide counselling on their careers.

An integrated approach to 
management development

An integrated approach to management 
development will make judicious use of 
both informal and formal methods and, 
possibly, in larger organizations, develop-
ment centres.

Responsibility for management 
development

Individual managers are largely responsible 
for their own development but need guid-
ance, support and encouragement from 
their own managers and the HR function.

Questions

1. Someone once said in arguing against a laissez faire approach to management develop-
ment that ‘cream rises to the top but then so does scum’. What arguments would you use 
in favour of planned management development?

2. Peter Drucker wrote (1955): ‘Development is always self-development. Nothing could 
be more absurd than for the enterprise to assume responsibility for the development of 
a man (sic). The responsibility rests with the individual, his abilities, his efforts.’ Douglas 
McGregor also wrote (1960) that, ‘The job environment of the individual is the most 
important variable factor affecting his (sic) development. Unless that environment is 
conducive to his growth, none of the other things we do to him or for him will be effec-
tive. This is why the “agricultural” approach to management development is preferable 
to the “manufacturing” approach. The latter leads, among other things, to the unrealistic 
expectation that we can create and develop managers in the classroom.’ Apart from the 
use of the masculine pronoun, how relevant are these comments today? If they are rel-
evant, what do they tell us about management development policies?
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Questions (continued)

3. From your managing director: ‘We recruit a lot of able graduates every year but as your 
fi gures tell me, few of them stay long enough to become managers and in my experience 
not many of them make good managers. I am not in favour of lots of formal and often 
irrelevant training courses. What else can we do?’



Part IX
Rewarding People

Rewarding people involves reward management processes concerned with the design, 

implementation and maintenance of reward systems that are geared to the improvement 

of organizational, team and individual performance. It includes both fi nancial and non-

fi nancial rewards. The US term ‘compensation’ is sometimes used as an alternative to 

reward but it seems to imply that work is an unpleasant necessity for which people have 

to be compensated rather than spending their time more profi tably elsewhere.

Reward management is treated in this handbook as very much part of an HRM 

approach to managing people. The essential features of this approach are that it:

supports the achievement of the business strategy; •

is integrated with other HRM strategies, especially those concerning human  •
resource development;

is based on a well-articulated philosophy – a set of beliefs and assumptions that are  •
consistent with the HRM philosophies of the business and underpin the ways in 

which it proposes to reward its employees;

adopts a ‘total reward’ perspective that recognizes that there are many other and  •
possibly more powerful ways of rewarding people besides fi nancial rewards;

appreciates that if HRM is about investing in human capital, from which a reason- •
able return is required, then it is proper to reward people differentially according to 

their contribution (ie the return on investment they generate);

focuses on the development of the skills and competencies of employees in order to  •
increase the resource-based capability of the fi rm (pay for competency or skill);

is itself an integrated process that can operate fl exibly; •

supports other key HRM initiatives in the fi elds of resourcing, employee develop- •
ment and employee relations.
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Part IX contents

46. Reward management 735

47. Job evaluation 755

48. Market rate analysis 783

49. Grade and pay structures 795

50. Contingent pay 815

51. Rewarding special groups 839

52. Employee benefi ts, pensions and allowances 849

53. Managing reward systems 859



46
Reward Management

Key concepts and terms

Base pay  •

Contingent pay •

Employee benefi ts •

Grade and pay structure •

Job evaluation  •

Market rate analysis •

Non-fi nancial rewards •

Relational rewards •

Reward management •

Reward strategy •

Reward system •

Total remuneration •

Total reward •

Transactional rewards •

On completing this chapter you should be able to defi ne these key concepts. 
You should also know about:

Learning outcomes

The aims of reward management •

The economic theories explaining  •
pay levels

The content of reward strategy •

Developing reward strategies  •

Implementing reward strategy •

The philosophy of reward  •
management

Total reward •

Guiding principles for reward •

Components of an effective  •
reward strategy

Developing line management  •
capability
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Introduction

This chapter provides an overview of reward management. The concept of reward manage-
ment, its aims and its philosophy, are discussed initially. Reference is also made to the eco-
nomic factors that affect levels of pay. This is followed by a description of the elements of a 
reward management system and the concept of total reward. The chapter continues with an 
examination of the process of strategic reward and concludes with a discussion of the role of 
line managers in reward management.

Reward management defi ned

Reward management is concerned with the formulation and implementation of strategies and 
policies in order to reward people fairly, equitably and consistently in accordance with their 
value to the organization. It deals with the development of reward strategies and the design, 
implementation and maintenance of reward systems (reward processes, practices and proce-
dures) which aim to meet the needs of both the organization and its stakeholders. Reward can 
be regarded as the fundamental expression of the employment relationship.

The aims of reward management

Reward people according to what the organization values and wants to pay for. •

Reward people for the value they create. •

Reward the right things to convey the right message about what is important in  •
terms of behaviours and outcomes.

Develop a performance culture. •

Motivate people and obtain their commitment and engagement. •

Help to attract and retain the high quality people the organization needs. •

Develop a positive employment relationship and psychological contract. •

Align reward practices with both business goals and employee values; as Duncan  •
Brown (2001) emphasizes, the ‘alignment of your reward practices with 
employee values and needs is every bit as important as alignment with business 
goals, and critical to the realization of the latter’.

Operate fairly – people feel that they are treated justly in accordance with what  •
is due to them because of their value to the organization (the ‘felt-fair’ principle 
of Eliot Jaques (1961).
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The philosophy of reward management

Reward management is based on a well-articulated philosophy – a set of beliefs and guiding 
principles that are consistent with the values of the organization and help to enact them. These 
include beliefs in the need to achieve fairness, equity, consistency and transparency in operat-
ing the reward system. The philosophy recognizes that if HRM is about investing in human 
capital from which a reasonable return is required, then it is proper to reward people differen-
tially according to their contribution (ie the return on investment they generate).

The philosophy of reward management recognizes that it must be strategic in the sense that it 
addresses longer-term issues relating to how people should be valued for what they do and 
what they achieve. Reward strategies and the processes that are required to implement them 
have to fl ow from the business strategy. 

Reward management adopts a ‘total reward’ approach which emphasizes the importance of 
considering all aspects of reward as a coherent whole which is integrated with other HR initia-
tives designed to achieve the motivation, commitment, engagement and development of 
employees. This requires the integration of reward strategies with other human resource man-
agement (HRM) strategies, especially those concerning human resource development. Reward 
management is an integral part of an HRM approach to managing people.

The philosophy will be affected by the business and HR strategies of the organization, the sig-
nifi cance attached to reward matters by top management and the internal and external envi-
ronment of the organization. The external environment includes the levels of pay in the labour 
market (market rates) and it is helpful to be aware of the economic theories that explain how 
these levels are determined as summarized in Table 46.1. 

Apply equitably – people are rewarded appropriately in relation to others within  •
the organization, relativities between jobs are measured as objectively as possi-
ble and equal pay is provided for work of equal value.

Function consistently – decisions on pay do not vary arbitrarily and without  •
due cause between different people or at different times.

Operate transparently – people understand how reward processes operate and  •
how they are affected by them.
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Table 46.1 Economic theories explaining pay levels

Name of theory Summary of theory Practical signifi cance

The law of supply 
and demand

Other things being equal, if there is a 
surplus of labour and supply exceeds 
the demand, pay levels go down; if 
there is a scarcity of labour and 
demand exceeds the supply, pay goes 
up

Emphasizes the importance 
of labour market factors in 
affecting market rates

Effi ciency wage 
theory

Firms will pay more than the market 
rate because they believe that high 
levels of pay will contribute to 
increases in productivity by motivating 
superior performance, attracting better 
candidates, reducing labour turnover 
and persuading workers that they are 
being treated fairly. This theory is also 
known as ‘the economy of high wages’

Organizations use effi ciency 
wage theory (although they 
will not call it that) when 
they formulate pay policies 
that place them as market 
leaders or at least above the 
average

Human capital 
theory

Workers have a set of skills developed 
by education and training that gener-
ates a stock of productive capital

Employees and employers 
each derive benefi ts from 
investment in creating 
human capital. The level of 
pay should supply both 
parties with a reasonable 
return on that investment

Agency theory The owners of a fi rm (the principals) 
are separate from the employees (the 
agents). This difference can create 
‘agency costs’ because the agents may 
not be as productive as the principals. 
The latter therefore have to devise ways 
of motivating and controlling the 
efforts of the former

A system of incentives is 
needed to motivate and 
reward acceptable behaviour. 
This process of ‘incentive 
alignment’ consists of paying 
for measurable results that 
are deemed to be in the best 
interests of the owners

The effort bargain Workers aim to strike a bargain about 
the relationship between what they 
regard as a reasonable contribution 
and what their employer is prepared to 
offer to elicit that contribution

Management has to assess 
what level and type of 
inducements it has to offer 
in return for the contribu-
tion it requires from its 
workforce



Reward Management 739

The reward system

A reward system consists of a number of interrelated processes and activities which combine 
to ensure that reward management is carried out effectively to the benefi t of the organization 
and the people who work there. These are described below.

Reward strategy

Reward strategy sets out what the organization intends to do in the longer term to develop and 
implement reward policies, practices and processes which will further the achievement of its 
business goals.

Reward policies

Reward policies address the following broad issues:

the level of rewards taking into account ‘market stance’ – how internal rates of pay  •
should compare with market rates, eg aligned to the median or the upper quartile 
rate;

achieving equal pay; •

the relative importance attached to external competitiveness and internal equity; •

the approach to total reward; •

the scope for the use of contingent rewards related to performance, competence, con- •
tribution or skill;

the role of line managers; •

transparency – the publication of information on reward structures and processes to  •
employees.

Total reward

Total reward is the combination of fi nancial and non-fi nancial rewards available to 
employees.

Total remuneration

Total remuneration is the value of all cash payments (total earnings) and benefi ts received by 
employees.
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Base or basic pay

The base rate is the amount of pay (the fi xed salary or wage) that constitutes the rate for the 
job. It may be varied according to the grade of the job or, for manual workers, the level of skill 
required. 

Base pay will be infl uenced by internal and external relativities. The internal relativities may be 
measured by some form of job evaluation. External relativities are assessed by tracking market 
rates. Alternatively, levels of pay may be agreed through collective bargaining with trade unions 
or by reaching individual agreements. 

Base pay may be expressed as an annual, weekly or hourly rate. For manual workers this may 
be an hourly rate which is called a time rate. Allowances for overtime, shift working, unsocial 
hours or increased cost of living in London or elsewhere may be added to base pay. The base 
rate may be adjusted to refl ect increases in the cost of living or market rates by the organization 
unilaterally or by agreement with a trade union. 

Job evaluation

Job evaluation is a systematic process for defi ning the relative worth or size of jobs within an 
organization in order to establish internal relativities and provide the basis for designing an 
equitable grade structure, grading jobs in the structure and managing relativities. It does not 
determine the level of pay directly. Job evaluation can be analytical or non-analytical. It is 
based on the analysis of jobs or roles which leads to the production of job descriptions or role 
profi les. Job evaluation is described in Chapter 47.

Market rate analysis

Market rate analysis is the process of identifying the rates of pay in the labour market for com-
parable jobs to inform decisions on levels of pay within the organization. A policy decision 
may be made on how internal rates of pay should compare with external rates – an organiza-
tion’s market stance. Market rate analysis is described in Chapter 48.

Grade and pay structures

Jobs may be placed in a graded structure according to their relative size. Pay levels in the struc-
ture are infl uenced by market rates. The pay structure may consist of pay ranges attached to 
grades which provide scope for pay progression based on performance, competence, contribu-
tion or service. Alternatively, ‘spot rates’ or ‘individual job grades’ structure may be used for all 
or some jobs in which no provision is made for pay progression in a job. The various types of 
grade and pay structures are described in Chapter 49.
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Contingent pay

Additional fi nancial rewards may be provided that are related to performance, competence, 
contribution, skill or service in the grade. These are referred to as ‘contingent pay’. Contingent 
payments may be added to base pay, ie ‘consolidated’. If such payments are not consolidated (ie 
paid as cash bonuses) they are described as ‘variable pay’. Contingent pay schemes are described 
in Chapter 50.

Employee benefi ts

Employee benefi ts include pensions, sick pay, insurance cover, company cars and a number of 
other ‘perks’ as described in Chapter 52. They comprise elements of remuneration additional 
to the various forms of cash pay and also include provisions for employees that are not strictly 
remuneration, such as annual holidays. 

Performance management

Performance management processes (see Part VII)) defi ne individual performance and contri-
bution expectations, assess performance against those expectations, provide for regular con-
structive feedback and result in agreed plans for performance improvement, learning and 
personal development. They are a means of providing non-fi nancial motivation and may also 
inform contingent pay decisions. 

Non-fi nancial rewards 

Rewards which do not involve any direct payments and often arise from the work itself, for 
example, achievement, autonomy, recognition, scope to use and develop skills, training, career 
development opportunities and high quality leadership.

The interrelationships of these elements of the reward system are shown in Figure 46.1.

Total reward

The concept of total reward is exerting considerable infl uence on reward management. This 
section of the chapter begins by defi ning what it means. The importance of the concept is then 
explained and the section continues with an analysis of the components of total reward. It con-
cludes with a description of how a total reward approach to reward management can be 
developed.
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Non-financial 
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strategy

Figure 46.1  The reward management system: elements and interrelationships

 (Source: Armstrong, 2007)

Total reward defi ned

As defi ned by Manus and Graham (2003), total reward ‘includes all types of rewards – indirect 
as well as direct, and intrinsic as well as extrinsic’. Each aspect of reward, namely base pay, con-
tingent pay, employee benefi ts and non-fi nancial rewards, which include intrinsic rewards 
from the work itself, are linked together and treated as an integrated and coherent whole. Total 
reward combines the impact of the two major categories of reward: 1) transactional rewards 
– tangible rewards arising from transactions between the employer and employees concerning 
pay and benefi ts, and 2) relational rewards – intangible rewards concerned with learning and 
development and the work experience; see Figure 46.2.
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Figure 46.2 The components of total reward

A total reward approach is holistic; reliance is not placed on one or two reward mechanisms 
operating in isolation, account is taken of every way in which people can be rewarded and 
obtain satisfaction through their work. The aim is to maximize the combined impact of a wide 
range of reward initiatives on motivation, commitment and job engagement. As Sandra O’Neal 
(1998) has explained: ‘Total reward embraces everything that employees value in the employ-
ment relationship’.

An equally wide defi nition of total reward is offered by WorldatWork (2000) who state that 
total rewards are ‘all of the employer’s available tools that may be used to attract, retain, moti-
vate and satisfy employees. 

Total reward, defi ned by Thompson (2002)

Defi nitions of total reward typically encompass not only traditional, quantifi -
able elements like salary, variable pay and benefi ts, but also more intangible 
non-cash elements such as scope to achieve and exercise responsibility, career 
opportunities, learning and development, the intrinsic motivation provided by 
the work itself and the quality of working life provided by the organization’. 
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The conceptual basis of total rewards is that of confi guration or ‘bundling’, so that different 
reward processes are interrelated, complementary and mutually reinforcing. Total reward 
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strategies are vertically integrated with business strategies, but they are also horizontally inte-
grated with other HR strategies to achieve internal consistency. 

The signifi cance of total reward

Essentially, the notion of total reward says that there is more to rewarding people than throwing 
money at them. For O’Neal (1998), a total reward strategy is critical to addressing the issues 
created by recruitment and retention as well as providing a means of infl uencing behaviour: ‘It 
can help create a work experience that meets the needs of employees and encourages them to 
contribute extra effort, by developing a deal that addresses a broad range of issues and by spend-
ing reward dollars where they will be most effective in addressing workers’ shifting values.’

A powerful argument for total rewards, Pfeffer (1998b)

Creating a fun, challenging, and empowered work environment in which indi-
viduals are able to use their abilities to do meaningful jobs for which they are 
shown appreciation is likely to be a more certain way to enhance motivation 
and performance – even though creating such an environment may be more 
diffi cult and take more time than simply turning the reward lever.
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The benefi ts of a total reward approach are:

Greater impact – the combined effect of the different types of rewards will make a  •
deeper and longer-lasting impact on the motivation and commitment of people. 

Enhancing the employment relationship – the employment relationship created by a  •
total rewards approach makes the maximum use of relational as well as transactional 
rewards and will therefore appeal more to individuals.

Flexibility to meet individual needs – as pointed out by Milkovich and Bloom (1998):  •
‘Relational rewards may bind individuals more strongly to the organization because 
they can answer those special individual needs’.

Talent management – relational rewards help to deliver a positive psychological con- •
tract and this can serve as a differentiator in the recruitment market which is much 
more diffi cult to replicate than individual pay practices. The organization can become 
an ‘employer of choice’ and ‘a great place to work’ thus attracting and retaining the tal-
ented people it needs.
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The Towers Perrin model of total reward

A Towers Perrin model of total reward is shown in Figure 46.3.
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Work environment
• core values of the organization
• leadership
• employee voice
• recognition
• achievement
• job design and role develop-

ment (responsibility, autonomy, 
meaningful work, the scope to 
use and develop skills)

• quality of working life
• work–life balance
• talent management

Learning and 
development
• workplace learning and 

development
• training
• performance management
• career development

Pay
• base pay
• contingent pay
• cash bonuses
• long-term incentives
• shares
• profit sharing

Benefits
• pensions
• holidays
• health care
• other perks
• flexibility

Figure 46.3 Model of total reward

The upper two quadrants – pay and benefi ts – represent transactional rewards. These are 
fi nancial in nature and are essential to recruit and retain staff but can be easily copied by com-
petitors. By contrast, the relational (non-fi nancial) rewards produced by the lower two quad-
rants are essential to enhancing the value of the upper two quadrants. The real power, as 
Thompson (2002) states, comes when organizations combine relational and transactional 
rewards.
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Reward strategy

Reward strategies provide answers to two basic questions: 1) where do we want our reward 
practices to be in a few years’ time? and 2) how do we intend to get there? They therefore deal 
with both ends and means. As an end they describe a vision of what reward processes will look 
like in a few years’ time. As a means, they show how it is expected that the vision will be 
realized. 

Reward strategy defi ned

Reward strategy is a declaration of intent which defi nes what the organization wants to do in 
the longer term to develop and implement reward policies, practices and processes which will 
further the achievement of its business goals and meet the needs of its stakeholders. It provides 
a sense of purpose and direction and a framework for developing reward policies, practices 
and process. It is based on an understanding of the needs of the organization and its employees 
and how they can best be satisfi ed. It is also concerned with developing the values of the organ-
ization on how people should be rewarded and formulating guiding principles which will 
ensure that these values are enacted. 

Reward strategy is underpinned by a reward philosophy which expresses what the organiza-
tion believes should be the basis upon which people are valued and rewarded. Reward philoso-
phies are often articulated as guiding principles.

Why have a reward strategy?

In the words of Brown (2001): ‘Reward strategy is ultimately a way of thinking that you can apply 
to any reward issue arising in your organization, to see how you can create value from it.’ 

Arguments for developing reward strategies

You must have some idea where you are going, or how do you know how to get  •
there, and how do you know that you have arrived (if you ever do)?

Pay costs in most organizations are by far the largest item of expense – they can  •
be 60 per cent and often much more in labour intensive organizations – so 
doesn’t it make sense to think about how they should be managed and invested 
in the longer term?

There can be a positive relationship between rewards, in the broadest sense, and  •
performance, so shouldn’t we think about how we can strengthen that link? 
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The content of reward strategy

Reward strategy may be a broad-brush affair simply indicating the general direction in which 
it is thought reward management should go. Additionally or alternatively, reward strategy may 
set out a list of specifi c intentions dealing with particular aspects of reward management.

Broad-brush reward strategy

A broad-brush reward strategy may commit the organization to the pursuit of a total rewards 
policy. The basic aim might be to achieve an appropriate balance between fi nancial and non-
fi nancial rewards. A further aim could be to use other approaches to the development of the 
employment relationship and the work environment which will enhance commitment and 
engagement and provide more opportunities for the contribution of people to be valued and 
recognized.

Examples of other broad strategic aims include: 1) introducing a more integrated approach to 
reward management – encouraging continuous personal development and spelling out career 
opportunities; 2) developing a more fl exible approach to reward which includes the reduction 
of artifi cial barriers as a result of over-emphasis on grading and promotion; 3) generally 
rewarding people according to their contribution; 4) supporting the development of a per-
formance culture and building levels of competence; and 5) clarifying what behaviours will be 
rewarded and why.

Specifi c reward initiatives

The selection of reward initiatives and the priorities attached to them will be based on an anal-
ysis of the present circumstances of the organization and an assessment of the needs of the 
business and its employees. The following are examples of possible specifi c reward initiatives, 
one or more of which might feature in a reward strategy: 

the replacement of present methods of contingent pay with a pay for contribution  •
scheme;

the introduction of a new grade and pay structure, eg a broad-graded or career family  •
structure;

As Cox and Purcell (1998) write: ‘The real benefi t in reward strategies lies in  •
complex linkages with other human resource management policies and prac-
tices’. Isn’t this a good reason for developing a reward strategic framework which 
indicates how reward processes will be associated with HR processes so that 
they are coherent and mutually supportive?
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the replacement of an existing decayed job evaluation scheme with a computerized  •
scheme which more clearly refl ects organizational values;

the improvement of performance management processes so that they provide better  •
support for the development of a performance culture and more clearly identify devel-
opment needs; 

the introduction of a formal recognition scheme; •

the development of a fl exible benefi ts system;  •

the conduct of equal pay reviews with the objective of ensuring that work of equal  •
value is paid equally;

communication programmes designed to inform everyone of the reward policies and  •
practices of the organization;

training, coaching and guidance programmes designed to increase line management  •
capability (see also the last section of this chapter).

Guiding principles for reward 

Guiding principles defi ne the approach an organization takes to dealing with reward. They are 
the basis for reward policies and provide guidelines for the actions contained in the reward 
strategy. They express the reward philosophy of the organization – its values and beliefs about 
how people should be rewarded. 

Members of the organization should be involved in the defi nition of guiding principles which 
can then be communicated to everyone to increase understanding of what underpins reward 
policies and practices. However, employees will suspend their judgement of the principles 
until they experience how they are applied. What matters to them are not the philosophies 
themselves but the pay practices emanating from them and the messages about the employ-
ment ‘deal’ that they get as a consequence. It is the reality that is important, not the rhetoric. 

Reward guiding principles

Develop reward policies and practices which support the achievement of busi- •
ness goals.

Provide rewards which attract, retain and motivate staff and help to develop a  •
high performance culture.

Maintain competitive rates of pay. •

Reward people according to their contribution. •
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Developing reward strategy

The formulation of reward strategy can be described as a process for developing and defi ning 
a sense of direction. The main phases are:

1. The diagnosis phase, when reward goals are agreed, current policies and practices assessed 
against them, options for improvement considered and any changes agreed.

2. The detailed design phase when improvements and changes are detailed and any changes 
tested (pilot testing is important).

3. The fi nal testing and preparation phase.

4. The implementation phase, followed by ongoing review and modifi cation.

A logical step-by-step model for doing this is illustrated in Figure 46.4. This incorporates 
ample provision for consultation, involvement and communication with stakeholders who 
include senior managers as the ultimate decision makers as well as employees and line 
managers.

In practice, however, the formulation of reward strategy is seldom as logical and linear a 
process as this. As explained in Chapter 3, strategies evolve. Reward strategists have to respond 
to changes in organizational requirements which are happening all the time. They need to 
track emerging trends in reward management and may modify their views accordingly, as long 
as they do not leap too hastily on the latest bandwagon. 

It may be helpful to set out reward strategies on paper for the record and as a basis for planning 
and communication. But this should be regarded as no more than a piece of paper that can be 
torn up when needs change – as they will – not a tablet of stone.

Components of an effective reward strategy

Brown (2001) has suggested that effective reward strategies have three components: 

1. They have to have clearly defi ned goals and a well-defi ned link to business objectives.

Recognize the value of everyone who is making an effective contribution, not  •
just the exceptional performers.

Allow a reasonable degree of fl exibility in the operation of reward processes and  •
in the choice of benefi ts by employees.

Devolve more responsibility for reward decisions to line managers. •
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Figure 46.4 A model of the reward strategy development process

2. There have to be well-designed pay and reward programmes, tailored to the needs of the 
organization and its people, and consistent and integrated with one another.

3. Perhaps most important and most neglected, there needs to be effective and supportive 
HR and reward processes in place.

Implementing reward strategy

The aim of implementation is to make the reward strategy an operating reality by building the 
capacity of the organization to put into practice the proposals worked out in the development 
stage. As Armstrong and Brown (2007) stress: ‘It is always essential to design with implementa-
tion in mind’. 

Purcell (1999) believes that the focus of strategy should be on implementation. As explained 
by Thompson and Strickland (1990): ’Implementation entails converting the strategic plan 
into action and then into results’. An effective reward strategy is a living process and, in the 
words of Rosabeth Moss Kanter (1984), an ‘action vehicle’. Formulation is easy; implementa-
tion is hard. A pragmatic approach is required – what’s good is what works. 

Implementing reward strategy is much more about process than design – how it will be done 
rather than what will be done. The principles of procedural and distributive justice apply. 
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People must feel that the procedures used to determine their grades, pay level and pay progres-
sion are fair, equitable, applied consistently and transparent. They must also feel that the 
awards distributed to them are just in terms of their contribution and value to the 
organization. 

Reward management and line management 
capability

The trend is to devolve more responsibility for managing reward to line managers. Some will 
have the ability to respond to the challenge and opportunity; others will be incapable of carry-
ing out this responsibility without close guidance from HR; some may never be able to cope. 
Managers may not always do what HR expects them to do and if compelled to, they may be 
half-hearted about it. This puts a tremendous onus on HR and reward specialists to develop 
line management capability, to initiate processes which can readily be implemented by line 
managers, to promote understanding by communicating what is happening, why it is happen-
ing and how it will affect everyone, to provide guidance and help where required and to provide 
formal training as necessary. 

Reward management – key learning points

The aims of reward management

The three most important aims of reward 
management are to:

1. Reward people according to what the 
organization values and wants to pay for.

2. Reward people for the value they 
create.

3. Reward the right things to convey the 
right message about what is important 
in terms of behaviours and outcomes.

The philosophy of reward 
manage ment

A belief in the need to achieve fairness, 
equity, consistency and transparency in 
operating the reward system.

The economic theories explaining 
pay levels

See Table 46.1.

Total reward

Each aspect of reward, namely base pay, con-
tingent pay, employee benefi ts and non-fi nan-
cial rewards, which include intrinsic rewards 
from the work itself, are linked together and 
treated as an integrated and coherent whole.

Broad-brush reward strategies

To achieve an appropriate balance between 
fi nancial and non-fi nancial rewards, develop 
commitment and engagement and provide 
more opportunities for the contribution of 
people to be valued and recognized.
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Reward management – key learning points (continued)

Specifi c reward strategy areas

Could include the introduction of a new 
contingent pay scheme, a new pay structure 
or job evaluation.

Guiding principles for reward

Three key guiding principles are:

1. Develop reward policies and practices 
which support the achievement of 
business goals.

2. Provide rewards which attract, retain 
and motivate staff and help to develop 
a high performance culture.

3. Maintain competitive rates of pay.

Developing reward strategies 

The formulation of reward strategy can be 
described as a process for developing and 
defi ning a sense of direction. The main phases 
are: diagnosis, detailed design, fi nal testing 
and preparation, and implementation.

Components of an effective reward 
strategy

According to Brown (2001) an effective 
strategy is one in which there are clearly 

defi ned goals and a well-defi ned link to 
business objectives; well-designed pay and 
reward programmes, tailored to the needs 
of the organization and its people, and con-
sistent and integrated with one another; 
and effective and supportive HR and reward 
processes in place.

Implementing reward strategy

The aim of implementation is to make the 
reward strategy an operating reality by 
building the capacity of the organization to 
put into practice the proposals worked out 
in the development stage. 

Developing line management 
cap ability

HR and reward specialists need to develop 
line management capability by initiating 
processes which can readily be imple-
mented by line managers, promoting 
understanding by communicating what is 
happening, why it is happening and how it 
will affect everyone, providing guidance 
and help where required and providing 
formal training as necessary. 

Questions

1. You have been invited to give a brief talk to your local CIP branch entitled ‘Total reward 
systems: how employees benefi t’. Outline and justify the main points you would include 
in the talk. 
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Job Evaluation

Key concepts and terms

Analytical job evaluation •

Analytical job matching •

Benchmark job •

Computer-aided job evaluation •

Explicit weighting •

Extreme market pricing •

Factor (job evaluation) •

Factor comparison •

Factor level •

Factor plan •

Going rates •

Implicit weighting •

Internal benchmarking •

Internal relativities •

Job classifi cation •

Job evaluation •

Job ranking •

Job size •

Job slotting •

Job worth •

Market driven •

Market pricing •

Market rates •

Non-analytical job evaluation •

Paired comparison ranking •

Point-factor job evaluation •

Proprietary brand •

Tailor-made job evaluation scheme •

Weighting •
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On completing this chapter you should be able to defi ne these key concepts. 
You should also know about:

Learning outcomes

The aims of job evaluation •

Analytical job evaluation schemes •

Market pricing •

Comparison of schemes •

Designing analytical schemes •

Equal pay considerations •

Approaches to job evaluation •

Non-analytical job evaluation  •
schemes

Computer-aided job evaluation •

Choice of approach •

Design programme •

Introduction

Decisions about what jobs are worth take place all the time. The decisions may be made infor-
mally, based on assumptions about the value of a job in the marketplace or in comparison with 
other jobs in the organization. Or it may be a formal approach, either some type of job evalu-
ation, as described in this chapter, or a systematic comparison with market rates. It has been 
asserted by Gupta and Jenkins (1991) that the basic premise of job evaluation is that certain 
jobs ‘contribute more to organizational effectiveness and success than others, are worth more 
than others and should be paid more than others’.

Evaluating ‘worth’ leads directly or indirectly to where a job is placed in a level or grade within 
a hierarchy and can therefore determine how much someone is paid. The performance of indi-
viduals also affects their pay, but this is not a matter for job evaluation, which is concerned 
with valuing the jobs people carry out, not how well they perform their jobs.

This chapter covers a defi nition of job evaluation, formal and informal approaches, analytical 
and non-analytical formal schemes, market pricing, computer-aided job evaluation, making 
the choice between approaches, introducing a new or substantially revised scheme and equal 
pay considerations.

Job evaluation defi ned

Job evaluation is a systematic process for defi ning the relative worth or size of jobs within an 
organization in order to establish internal relativities.
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Aims of job evaluation

Establish the relative value or size of jobs (internal relativities) based on fair,  •
sound and consistent judgements.

Produce the information required to design and maintain equitable and defen- •
sible grade and pay structures.

Provide as objective as possible a basis for grading jobs within a grade structure,  •
thus enabling consistent decisions to be made about job grading.

Enable sound market comparisons with jobs or roles of equivalent complexity  •
and size.

Be transparent – the basis upon which grades are defi ned and jobs graded should  •
be clear.

Ensure that the organization meets equal pay for work of equal value  •
obligations.

The last aim is important. In its Good Practice Guide on Job Evaluation Schemes Free of Sex Bias 
the Equal Opportunities Commission (2003) stated that: ‘Non-discriminatory job evaluation 
should lead to a payment system which is transparent and within which work of equal value 
receives equal pay regardless of sex.’

Approaches

Approaches to establishing the worth of jobs fall broadly into two categories: formal and 
informal.

Formal job valuation

Formal approaches use standardized methods to evaluate jobs that can be analytical or non-
analytical. Such schemes deal with internal relativities and the associated process of establish-
ing and defi ning job grades or levels in an organization.

An alternative approach is ‘extreme market pricing’ in which formal pay structures and indi-
vidual rates of pay are entirely based on systematically collected and analysed information on 
market rates and no use is made of job evaluation to establish internal relativities. Extreme 
market pricing should be distinguished from the process of collecting and analysing market 
rate data used to establish external relativities, having already determined internal relativities 
through formal job evaluation.
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In the 1980s and 1990s formal job evaluation fell into disrepute because it was alleged to be 
bureaucratic, time-consuming and irrelevant in a market economy where market rates dictate 
internal rates of pay and relativities. However, job evaluation is still practised widely (60 per 
cent of the respondents to the 2007 e-reward job evaluation survey had a formal scheme) and, 
indeed, its use is extending, not least because of the pressures to achieve equal pay. Although 
formal job evaluation may work systematically it should not be treated as a rigid, monolithic 
and bureaucratic system. It should instead be regarded as an approach that may be applied 
fl exibly. Process – how job evaluation is used – can be more important than the system itself 
when it comes to producing reliable and valid results.

Informal job evaluation

Informal approaches price jobs either on the basis of assumptions about internal and external 
relativities or simply by reference to going or market rates when recruiting people, unsup-
ported by any systematic analysis. There are, however, degrees of informality. A semi-formal 
approach might require some fi rm evidence to support a market pricing decision and the use 
of role profi les to provide greater accuracy to the matching process.

Analytical job evaluation schemes

Analytical job evaluation is based on a process of breaking whole jobs down into a number of 
defi ned elements or factors such as responsibility, decisions and the knowledge and skill 
required. These are assumed to be present in all the jobs to be evaluated. In point-factor and 
fully analytical matching schemes, jobs are then compared factor by factor either with a gradu-
ated scale of points attached to a set of factors or with grade or role profi les analysed under the 
same factor headings.

The advantages of an analytical approach are that fi rst, evaluators have to consider each of the 
characteristics of the job separately before forming a conclusion about its relative value, and 
second, they are provided with defi ned yardsticks or guidelines that help to increase the objec-
tivity and consistency of judgements. It can also provide a defence in the UK against an equal 
pay claim. The main analytical schemes as described below are point-factor rating, analytical 
matching and factor comparison.

Point-factor rating

Point-factor schemes are the most common forms of analytical job evaluation. They were used 
by 70 per cent of the respondents to the e-reward 2007 job evaluation survey who had job 
evaluation schemes. The basic methodology is to break down jobs into factors. These are the 
elements in a job such as the level of responsibility, knowledge and skill or decision making 
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that represent the demands made by the job on job holders. For job evaluation purposes it is 
assumed that each of the factors will contribute to the value of the job and is an aspect of all 
the jobs to be evaluated but to different degrees.

Each factor is divided into a hierarchy of levels. Defi nitions of these levels are produced to 
provide guidance on deciding the degree to which the factor applies in the job to be evaluated. 
Evaluators consult the role profi le or job description, which should ideally analyse the role in 
terms of the scheme’s factors. They then refer to the level defi nitions for each factor and decide 
which one best fi ts the job.

A maximum points score is allocated to each factor. The scores available may vary between dif-
ferent factors in accordance with beliefs about their relative signifi cance. This is termed ‘explicit 
weighting’. If the number of levels varies between factors this means that they are implicitly 
weighted because the range of scores available will be greater in the factors with more levels.

The total score for a factor is divided between the levels to produce the numerical factor scale. 
Progression may be arithmetic, eg 50, 100, 150, 200 and so on, or geometric, eg 50, 100, 175, 
275. In the latter case, more scope is given to recognize senior jobs with higher scores.

The complete scheme consists of the factor and level defi nitions and the scoring system (the 
total score available for each factor and distributed to the factor levels). This comprises the 
‘factor plan’.

Jobs are ‘scored’ (ie allocated points) under each factor heading on the basis of the level of the 
factor in the job. This is done by comparing the features of the job with regard to that factor 
with the factor level defi nitions to fi nd out which defi nition provides the best fi t. The separate 
factor scores are then added together to give a total score that indicates the relative value of 
each job and can be used to place the jobs in rank order. An unweighted factor plan is illus-
trated in Table 47.1. In this example, the evaluations are asterisked and the total score would 
be 400 points.

Table 47.1 A factor plan

Factors Levels and scores

1 2 3 4 5 6

Expertise 20 40 60* 80 100 120

Decisions 20 40 60 80* 100 120

Autonomy 20 40 60 80* 100 120

Responsibility 20 40 60 80* 100 120

Interpersonal skills 20 40 60 80 100* 120
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A point-factor scheme can be operated manually – a ‘paper’ scheme – or computers can be 
used to aid the evaluation process, as described later in this chapter.

Analytical job matching

Like point-factor job evaluation, analytical job matching is based on the analysis of a number 
of defi ned factors. There are two forms of analytical matching. One is role profi le to grade/
level profi le matching; the other is role profi le to benchmark role profi le.

In role to grade analytical matching, profi les of roles to be evaluated are matched to grade, band 
or level profi les. Reference is made to a grade structure incorporating the jobs covered by the 
evaluation scheme. This consists of a sequence or hierarchy of grades, bands or levels that have 
been defi ned analytically in terms of a set of factors that may correspond to the job evaluation 
factors in a point-factor scheme or a selection of them. They may also or alternatively refer to 
levels of competency and responsibility, especially in job and career family structures. 
Information on roles is obtained by questionnaires or interviews and role profi les are pro-
duced for the jobs to be evaluated under the same headings as the grade or level profi les. The 
role profi les are then ‘matched’ with the range of grade or level profi les to establish the best fi t 
and thus grade the job.

In role to role analytical matching, role profi les for jobs to be evaluated are matched analytically 
with benchmark role profi les. A benchmark job is one that has already been graded as a result 
of an initial job evaluation exercise. It is used as a point of reference with which other roles or 
jobs can be compared and valued. Thus, if role A has been evaluated and placed in grade 3 and 
there is a good fi t between the factor profi le of role B and that of role A, then role B will also be 
placed in grade 3. Roles are analysed against a common set of factors or elements. Generic role 
profi les, ie those covering a number of like roles, will be used for any class or cluster of roles 
with essentially the same range of responsibilities such as team leaders or personal assistants. 
Role to role matching may be combined with role to grade matching.

Analytical matching can be used to grade jobs or place them in levels following the initial eval-
uation of a suffi ciently large sample of benchmark jobs, ie representative jobs that can provide 
a valid basis for comparisons. This can happen in big organizations when it is believed that it 
is not necessary to go through the whole process of point-factor evaluation for every job, espe-
cially where ‘generic’ roles are concerned. When this follows a large job evaluation exercise 
such as the NHS, the factors used in analytical matching may be the same as those in the point-
factor job evaluation scheme that underpins the analytical matching process and can be 
invoked to deal with diffi cult cases or appeals. In some matching schemes the number of 
factors may be simplifi ed, for example the HERA scheme for higher education institutions 
clusters related factors together, reducing the number of factors from seven to four. However, 
analytical matching may not necessarily be underpinned by a point-factor evaluation scheme 
and this can save a lot of time in the design stage as well as when rolling out the scheme.
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Factor comparison

The original factor comparison method compared jobs factor by factor using a scale of money 
values to provide a direct indication of the rate for the job. It was developed in the United 
States but is not used in the UK. The Hay Guide Chart Profi le method (a ‘proprietary brand’ 
of job evaluation) is described by the Hay Group as a factor comparison scheme but, apart 
from this, the only form of factor comparison now in use is graduated factor comparison, 
which compares jobs factor by factor with a graduated scale. The scale may have only three 
value levels – for example lower, equal, higher – and no factor scores are used. This is a method 
often used by the independent experts engaged by employment tribunals to advise on an equal 
pay claim. Their job is simply to compare one job with one or two others, not to review inter-
nal relativities over the whole spectrum of jobs in order to produce a rank order.

Tailor-made, ready-made and hybrid schemes

Any of the schemes referred to above can be ‘tailor-made’ or ‘home grown’ in the sense that 
they are developed specifi cally by or for an organization, a group of organizations or a sector, 
eg further education establishments. The 2007 e-reward survey showed that only 20 per cent 
of the schemes were tailor-made. A number of management consultants offer their own ‘ready-
made’ schemes or ‘proprietary brands’. Consultants’ schemes tend to be analytical (point-fac-
tor, factor comparison or matching) and may be linked to a market rate database. As many as 
60 per cent of the respondents to the e-reward survey used these schemes.

Hybrid schemes are consultants’ schemes that have been modifi ed to fi t the particular needs of 
an organization – 20 per cent of the e-reward respondents had such schemes. Typically, the 
modifi cation consists of amendments to the factor plan or, in the case of Hay, to the Hay Guide 
Chart.

Non-analytical schemes

Non-analytical job evaluation schemes enable whole jobs to be compared in order to place 
them in a grade or a rank order – they are not analysed by reference to their elements or 
factors. They can stand alone or be used to help in the development of an analytical scheme. 
For example, the paired comparison technique described later can produce a rank order of 
jobs that can be used to test the outcomes of an evaluation using an analytical scheme. It is 
therefore helpful to know how non-analytical schemes function even if they are not used as the 
main scheme.

Non-analytical schemes operate on a job to job basis in which a job is compared with another 
job to decide whether it should be valued more, less, or the same (ranking and ‘internal bench-
marking’ processes). Alternatively, they may function on a job to grade basis in which 
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judgements are made by comparing a whole job with a defi ned hierarchy of job grades (job 
classifi cation) – this involves matching a job description to a grade description. The e-reward 
2007 survey showed that only 14 per cent of respondents’ schemes were non-analytical.

Non-analytical schemes are relatively simple but rely more on subjective judgements than ana-
lytical schemes. Such judgements will not be guided by a factor plan and do not take account 
of the complexity of jobs. There is a danger therefore of leaping to conclusions about job 
values based on a priori assumptions that could be prejudiced. For this reason, non-analytical 
schemes do not provide a defence in a UK equal pay case.

There are four main types of non-analytical schemes: job classifi cation, job ranking, paired 
comparison (a statistical version of ranking), and internal benchmarking.

1. Job classifi cation

This approach is based on a defi nition of the number and characteristics of the levels or grades 
in a grade and pay structure into which jobs will be placed. The grade defi nitions may refer to 
such job characteristics as skill, decision making and responsibility but these are not analysed 
separately. Evaluation takes place by a process of non-analytical matching or ‘job slotting’. This 
involves comparing a ‘whole’ job description, ie one not analysed into factors, with the grade 
defi nitions to establish the grade with which the job most closely corresponds. The difference 
between job classifi cation and role to grade analytical matching as described above is that in 
the latter case, the grade profi les are defi ned analytically, ie in terms of job evaluation factors, 
and analytically defi ned role profi les are matched with them factor by factor. However, the dis-
tinction between analytical and non-analytical matching can be blurred when the comparison 
is made between formal job descriptions or role profi les that have been prepared in a standard 
format, which includes common headings for such aspects of jobs as levels of responsibility or 
knowledge and skill requirements. These ‘factors’ may not be compared specifi cally but will be 
taken into account when forming a judgement. But this may not satisfy the UK legal require-
ment that a scheme must be analytical to provide a defence in an equal pay claim.

2. Job ranking

Whole-job ranking is the most primitive form of job evaluation. The process involves compar-
ing whole jobs with one another and arranging them in order of their perceived value to the 
organization. In a sense, all evaluation schemes are ranking exercises because they place jobs in 
a hierarchy. The difference between simple ranking and analytical methods such as point-fac-
tor rating is that job ranking does not attempt to quantify judgements. Instead, whole jobs are 
compared – they are not broken down into factors or elements although, explicitly or implic-
itly, the comparison may be based on some generalized concept such as the level of responsi-
bility. Job ranking or paired comparison ranking as described below is sometimes used as a 
check on the rank order obtained by point-factor rating.
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3. Paired comparison ranking

Paired comparison ranking is a statistical technique used to provide a more sophisticated 
method of whole-job ranking. It is based on the assumption that it is always easier to compare 
one job with another than to consider a number of jobs and attempt to build up a rank order 
by multiple comparisons.

The technique requires the comparison of each job as a whole, separately, with every other job. If a 
job is considered to be of a higher value than the one with which it is being compared it receives two 
points; if it is thought to be equally important, it receives one point; if it is regarded as less impor-
tant, no points are awarded. The scores are added for each job and a rank order is obtained.

Paired comparisons can be done factor by factor and in this case can be classifi ed as analytical. 
A simplifi ed example of a paired comparison ranking is shown in Table 47.2.

Table 47.2 A paired comparison

Job 
reference

a b c d e f Total 
score

Ranking

A – 0 1 0 1 0 2 5=

B 2 – 2 2 2 0 8 2

C 1 0 – 1 1 0 3 4

D 2 0 1 – 2 0 5 3

E 1 0 1 0 – 0 2 5=

F 2 2 2 2 2 – 10 1

The advantage of paired comparison ranking over normal ranking is that it is easier to compare 
one job with another rather than having to make multiple comparisons. But it cannot over-
come the fundamental objections to any form of whole-job ranking – that no defi ned stand-
ards for judging relative worth are provided and it is not an acceptable method of assessing 
equal value or comparable worth. There is also a limit to the number of jobs that can be com-
pared using this method – to evaluate 50 jobs requires 1,225 comparisons. Paired comparisons 
are occasionally used analytically to compare jobs on a factor by factor basis.

4. Internal benchmarking

Internal benchmarking means comparing the job under review with any internal job that is 
believed to be properly graded and paid (an internal benchmark) and placing the job under 
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consideration into the same grade as that job. It is what people often do intuitively when they 
are deciding on the value of jobs, although it is not usually dignifi ed in job evaluation circles 
as a formal method of job evaluation. The comparison is made on a whole-job basis without 
analysing the jobs factor by factor. It can be classifi ed as a formal method if there are specifi c 
procedures for preparing and setting out role profi les and for comparing profi les for the role 
to be evaluated with standard benchmark role profi les.

Market pricing

Market pricing is the process of obtaining information on market rates (market rate analysis) 
to inform decisions on pay structures and individual rates of pay. It is called ‘extreme market 
pricing’ when market rates are the sole means of deciding on internal rates of pay and relativi-
ties, and conventional job evaluation is not used. An organization that adopts this method is 
said to be ‘market driven’. This approach has been widely adopted in the United States. It is 
associated with a belief that ‘the market rules, ok’, disillusionment with what was regarded as 
bureaucratic job evaluation, and the enthusiasm for broad-banded pay structures. It is a 
method that often has appeal at board level because of the focus on the need to compete in the 
marketplace for talent.

Market rate analysis as distinct from extreme market pricing may be associated with formal 
job evaluation. The latter establishes internal relativities and the grade structure, and market 
pricing is used to develop the pay structure – the pay ranges attached to grades. Information 
on market rates may lead to the introduction of market supplements for individual jobs or the 
creation of separate pay structures (market groups) to cater for particular market rate 
pressures.

The acceptability of either form of market pricing is dependent on the availability of robust 
market data and, when looking at external rates, the quality of the job to job matching process, 
ie comparing like with like. It can therefore vary from analysis of data by job titles to detailed 
matched analysis collected through bespoke surveys focused on real market equivalence. 
Extreme market pricing can provide guidance on internal relativities even if these are market 
driven. But it can lead to pay discrimination against women where the market has traditionally 
been discriminatory and it does not satisfy UK equal pay legislation. To avoid a successful 
equal pay claim in the UK, any difference in pay between men and women carrying out work 
of equal value based on market rate considerations has to be ‘objectively justifi ed’, ie the 
employment tribunal will need to be convinced that this was not simply a matter of opinion 
and that adequate evidence from a number of sources was available. In such cases, the tribunal 
will also require proof that there is a business case for the market premium to the effect that 
the recruitment and retention of essential people for the organization was diffi cult because pay 
levels were uncompetitive.
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Computer-aided job evaluation

Computer-aided job evaluation uses computer software to convert information about jobs 
into a job evaluation score or grade. It is generally underpinned by a conventional point-factor 
scheme. The ‘proprietary brands’ offered by consultants are often computer-aided. Computers 
may be used simply to maintain a database recording evaluations and their rationale. In the 
design stage they can provide guidance on weighting factors through multiple regression anal-
ysis, although this technique has been largely discredited and is little used now.

Methodology

The software used in a fully computer-aided scheme essentially replicates in digital form the 
thought processes followed by evaluators when conducting a ‘manual’ evaluation. It is based 
on defi ned evaluation decision rules built into the system shell. The software typically provides 
a facility for consistency checks by, for example, highlighting scoring differences between the 
job being evaluated and other benchmark jobs.

The two types of computer-aided evaluation are: 1) Schemes in which the job analysis data is 
either entered direct into the computer or transferred to it from a paper questionnaire. The 
computer software applies predetermined rules to convert the data into scores for each factor 
and produce a total score. This is the most common approach. 2) Interactive computer-aided 
schemes in which the job holder and his or her manager sit in front of a PC and are presented 
with a series of logically interrelated questions, the answers to which lead to a score for each of 
the built-in factors in turn and a total score.

The case for computer-aided job evaluation

A computer-aided scheme can achieve greater consistency than when a panel of evaluators 
uses a paper scheme – with the help of the computer the same input information gives the 
same output result. It can also increase the speed of evaluations, reduce the resources required 
and provide facilities for sorting, analysing, reporting on the input information and system 
outputs and record keeping (database).

The case against computer-aided job evaluation

For some organizations the full approach is too expensive and elaborate for them to be both-
ered with it. Others do not want to abandon the involvement of employees and their repre-
sentatives in the traditional panel approach. There is also the problem of transparency in some 
applications. This is sometimes called ‘the black box effect’ – those concerned have diffi culty in 
understanding the logic that converts the input information to a factor level score. Interactive 
systems such as those offered by Pilat Consultants (Gauge) and Watson Wyatt aim to overcome 
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this diffi culty. It is perhaps for these reasons that less than half the respondents to the 2007 
e-reward survey had computer-aided schemes and over half of those used computers simply 
to maintain job evaluation records.

Choice of approach

The fundamental choice is between using formal or informal methods of valuing roles. This 
may not be a conscious decision. A company may use informal methods simply because that’s 
what it has always done and because it never occurs to its management that there is an alterna-
tive. But it may decide deliberately that an informal or semi-formal approach fi ts its circum-
stances best. The advantages and disadvantages of each approach are summarized in Table 
47.3. These need to be examined in the light of criteria for choice such as those set out below 
and compared with the objectives of the scheme and the context in which it will be used.

Criteria for choice

Thorough in analysis and capable of impartial application –  • the scheme should have 
been carefully constructed to ensure that its methodology is sound and appropriate in 
terms of all the jobs it has to cater for. It should also have been tested and trialled to 
check that it can be applied impartially to those jobs.

Appropriate –  • it should cater for the particular demands made on all the jobs to be 
covered by the scheme.

Comprehensive – •  the scheme should be applicable to all the jobs in the organization 
covering all categories of staff and, if factors are used, they should be common to all 
those jobs. There should therefore be a single scheme that can be used to assess relativi-
ties across different occupations or job families and to enable benchmarking to take 
place as required.

Transparent – •  the processes used in the scheme from the initial role analysis through to 
the grading decision should be clear to all concerned. If computers are used, informa-
tion should not be perceived as being processed in a ‘black box’.

Non-discriminatory –  • the scheme should meet equal pay for work of equal value 
requirements.

Ease of administration –  • the scheme should not be too complex or time-consuming to 
design or implement.
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Table 47.3 Comparison of different job evaluation methods

Scheme Characteristics Advantages Disadvantages

Point-
factor 
rating

An analytical approach in which 
separate factors are scored and added 
together to produce a total score for 
the job that can be used for compari-
son and grading purposes

As long as it is based on proper job 
analysis, point-factor schemes 
provide evaluators with defi ned 
yardsticks that help to increase the 
objectivity and consistency of 
judgements and reduce the over-sim-
plifi ed judgement made in non-ana-
lytical job evaluation. They provide a 
defence against equal value claims as 
long as they are not in themselves 
discriminatory

Can be complex and give a spurious 
impression of scientifi c accuracy 
– judgement is still needed in scoring 
jobs. Not easy to amend the scheme 
as circumstances, priorities or values 
change

Analytical 
matching

Grade profi les are produced that 
defi ne the characteristics of jobs in 
each grade in a grade structure in 
terms of a selection of defi ned 
factors. Role profi les are produced 
for the jobs to be evaluated set out 
on the basis of analysis under the 
same factor headings as the grade 
profi les. Role profi les are ‘matched’ 
with the range of grade profi les to 
establish the best fi t and thus grade 
the job

If the matching process is truly 
analytical and carried out with great 
care, this approach saves time by 
enabling the evaluation of a large 
number of jobs, especially generic 
ones, to be conducted quickly and in 
a way that should satisfy equal value 
requirements

The matching process could be more 
superfi cial and therefore suspect 
than evaluation through a point-
factor scheme. In the latter approach 
there are factor level defi nitions to 
guide judgements and the resulting 
scores provide a basis for ranking 
and grade design, which is not the 
case with analytical matching. 
Although matching on this basis may 
be claimed to be analytical, it might 
be diffi cult to prove this in an equal 
value case
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Scheme Characteristics Advantages Disadvantages

Job 
classifi ca-
tion

Non-analytical – grades are defi ned 
in a structure in terms of the level of 
responsibilities involved in a hierar-
chy. Jobs are allocated to grades by 
matching the job description with 
the grade description (job slotting)

Simple to operate; standards of 
judgement when making compari-
sons are provided in the shape of the 
grade defi nitions

Can be diffi cult to fi t complex jobs into 
a grade without using over-elaborate 
grade defi nitions; the defi nitions tend 
to be so generalized that they are not 
much help in evaluating borderline 
cases or making comparisons between 
individual jobs; does not provide a 
defence in an equal value case

Combined 
approach

Point-factor rating is used to evalu-
ate benchmark posts and design the 
grade structure, and the remaining 
posts are graded either by analytical 
matching or job classifi cation

Combines the advantages of both 
methods

Can be more complex to explain and 
administer. If job classifi cation is 
used rather than analytical matching 
the disadvantages set out above 
apply, so there may be more of a 
need to revert to the full point-factor 
scheme in the event of disagreement

Ranking Non-analytical – whole job compari-
sons are made to place them in rank 
order

Easy to apply and understand No defi ned standards of judgement; 
differences between jobs not meas-
ured; does not provide a defence in 
an equal value case

Internal 
bench-
marking 

Jobs or roles are compared with 
benchmark jobs that have been 
allocated into grades on the basis of 
ranking or job classifi cation and 
placed in whatever grade provides 
the closest match of jobs. The job 
descriptions may be analytical in the 
sense that they cover a number of 
standard and defi ned elements

Simple to operate; facilitates direct 
comparisons, especially when the 
jobs have been analysed in terms of a 
set of common criteria

Relies on a considerable amount of 
judgement and may simply perpetu-
ate existing relativities; dependent on 
accurate job/role analysis; may not 
provide a defence in an equal value 
case

Table 47.3 continued
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The decision may be to use one approach, for example point-factor rating or analytical match-
ing. But an increasing number of organizations are combining the two: using point-factor 
rating to evaluate a representative sample of benchmark jobs (ie jobs that can be used as points 
of comparison for other jobs) and, to save time and trouble, evaluating the remaining jobs by 
means of analytical matching.

Making the choice

The overwhelming preference for analytical schemes shown by the e-reward 2007 survey sug-
gests that the choice is fairly obvious. The advantages of using a recognized analytical approach 
that satisfi es equal value requirements appear to be overwhelming. Point-factor schemes were 
used by 70 per cent of those respondents and others used analytical matching, often in con-
junction with the points scheme.

There is something to be said for adopting point-factor methodology as the main scheme but 
using analytical matching in a supporting role to deal with large numbers of generic roles not 
covered in the original benchmarking exercise. Analytical matching can be used to allocate 
generic roles to grades as part of the normal job evaluation operating procedure to avoid 
having to resort to job evaluation in every case. The tendency in many organizations is to 
assign to job evaluation a supporting role of this nature rather than allowing it to dominate all 
grading decisions and thus involve the expenditure of much time and energy.

Designing an analytical point-factor job evaluation 
scheme

The process of designing a point-factor job evaluation scheme is demanding and time-con-
suming, as stressed by Armstrong and Cummins (2008). The design and process criteria and 
the design and implementation programme are considered below.

Design and process criteria

It is necessary to distinguish between the design of a scheme and the process of operating it in 
accordance with the principles set out below. Equal pay considerations have to be taken into 
account in both design and process.

Design principles

The scheme should be based on a thorough analysis of the jobs to be covered and the  •
types of demands made on those jobs to determine what factors are appropriate.
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The scheme should facilitate impartial judgements of relative job size. •

The factors used in the scheme should cover the whole range of jobs to be evalu- •
ated at all levels without favouring any particular type of job or occupation and 
without discriminating on the grounds of sex, race, disability or for any other 
reason – the scheme should fairly measure features of female-dominated jobs as 
well as male-dominated jobs.

Through the use of common factors and methods of analysis and evaluation,  •
the scheme should enable benchmarking to take place of the relativities between 
jobs in different functions or job families.

The factors should be clearly defi ned and differentiated – there should be no  •
double counting.

The levels should be defi ned and graduated carefully. •

Sex bias must be avoided in the choice of factors, the wording of factor and level  •
defi nitions and the factor weightings – checks should be carried out to identify 
any bias.

Process principles

The scheme should be transparent; everyone concerned should know how it  •
works – the basis upon which the evaluations are produced.

Appropriate proportions of women, those from ethnic minorities and people  •
with disabilities should be involved in the process of developing and applying 
job evaluation.

The quality of role analysis should be monitored to ensure that analyses produce  •
accurate and relevant information that will inform the job evaluation process 
and will not be biased.

Consistency checks should be built into operating procedures. •

The outcomes of evaluations should be examined to ensure that sex or any other  •
form of bias has not occurred.

Particular care is necessary to ensure that the outcomes of job evaluation do not  •
simply replicate the existing hierarchy – it is to be expected that a job evaluation 
exercise will challenge present relativities.

All those involved in role analysis and job evaluation should be thoroughly  •
trained in the operation of the scheme and in how to avoid bias.
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The design and implementation programme

The design and implementation of a point-factor job evaluation scheme can be a time-con-
suming affair. In a large organization it can take two years or more to complete a project. Even 
in a small organization it can take several months. Many organizations seek outside help from 
management consultants or ACAS in conducting the programme. An example of a programme 
is given in Figure 47.1.

Activity

Prepare initial factor plan

Test initial factor plan

Prepare final factor plan

Test final factor plan

Computerize

Test computerized version

Evaluate benchmark jobs

Conduct market rate survey

Design grade and pay structure

Evaluate remaining jobs

Define operating procedures

Implement

1

2

3

4

5

6

7

8

9

10

11

12

1 2 3 4 5 6 7 8 9 10 11 12 13 14 15 16 17 18 19 20 21 22 23 24

Month

Figure 47.1 A typical job evaluation programme

Activities 1 to 6 form the initial design phase and activities 7 to 12 form the application of the 
design and implementation phases. Full descriptions of these phases follow.

Special care should be taken in developing a grade structure following a job  •
evaluation exercise to ensure that grade boundaries are placed appropriately 
and that the allocation of jobs to grades is not in itself discriminatory.

There should be scope for the review of evaluations and for appeals against  •
gradings.

The scheme should be monitored to ensure that it is being operated properly  •
and that it is still fi t for its purpose.
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The scheme design programme

Figure 47.2 shows the steps required to design a point-factor job evaluation scheme.

Communicate
as 

required
throughout

project

6  Define factor 
levels to produce 

basic unscored and 
unweighted factor 

plan

5  Indentify and 
define factors

3  Select, brief and 
train design team

4  Formulate 
communication 

strategy

2  Prepare project
programme

9  Develop scoring
model

8  Test basic factor 
plan

10  Decide on 
weighting

14  Test 
computerized scheme

13  Computerize
as required

7  Select and analyse
test jobs

Amend initial factor 
plan as necessary

Amend full factor 
plan as necessary

Amend 
computerized

system as
required

12  Test the full
factor plan

11  Produce full 
factor plan

15  Apply scheme
to benchmark jobs

1  Decide to 
develop scheme

Figure 47.2 Point-factor job evaluation scheme design sequence
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Step 1. Decide to develop scheme

The decision to develop a new point-factor job evaluation scheme follows an analysis of the 
existing arrangements, if any, for job evaluation, and a diagnosis of any problems.

Step 2. Prepare detailed project programme

The detailed project programme could be set out in a chart as illustrated in Table 47.1.

Step 3. Select, brief and train design team

The composition of the design team should have been determined broadly at Step 1. Members 
are usually nominated by management and the staff or union(s) (if they exist). It is very desir-
able to have a representative number of women and men and the major ethnic groups employed 
in the organization. It is also necessary to appoint a facilitator.

Step 4. Formulate communication strategy

It is essential to have a communication strategy. The introduction of a new job evaluation will 
always create expectations. Some people think that they will inevitably benefi t from pay 
increases; others believe that they are sure to lose money. It has to be explained carefully, and 
repeatedly, that no one should expect to get more and that no one will lose. The strategy 
should include a preliminary communication setting out what is proposed and why and how 
people will be affected. Progress reports should be made at milestones throughout the pro-
gramme, for example when the factor plan has been devised. A fi nal communication should 
describe the new grade and pay structure and spell out exactly what is to happen to people 
when the structure is introduced.

Step 5. Identify and defi ne factors

Job evaluation factors are the characteristics or key elements of jobs that are used to analyse 
and evaluate jobs in an analytical job evaluation scheme. The factors must be capable of iden-
tifying relevant and important differences between jobs that will support the creation of a rank 
order of jobs to be covered by the scheme. They should apply equally well to different types of 
work including specialists and generalists, lower level and higher level jobs, and not be biased 
in favour of one sex or group. Although many of the job evaluation factors used across organi-
zations capture similar job elements (this is an area where there are some enduring truths), the 
task of identifying and agreeing factors can be challenging. The e-reward survey (2007) estab-
lished that the 10 most frequently used factors in tailor-made analytical schemes, in rank order, 
were as follows.
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The 10 most frequently used factors in tailor-made analytical schemes in 
rank order, e-reward survey (2007)

 1. Knowledge and skills.

 2. Responsibility.

 3. Problem solving.

 4. Decision making.

 5. People management.

 6. Relationships/contacts.

 7. Working conditions.

 8. Mental effort.

 9. Impact.

10. Creativity.
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Step 6. Defi ne factor levels to produce the basic factor plan

The factor plan is the key job evaluation document. It guides evaluators on making decisions 
about the levels. The basic factor plan defi nes the levels within each of the selected factors. A 
decision has to be made on the number of levels (often fi ve, six or seven), which has to refl ect 
the range of responsibilities and demands in the jobs covered by the scheme.

Step 7. Select and analyse test jobs

A small representative sample of jobs should be identifi ed to test the scheme. A typical propor-
tion would be about 10 per cent of the jobs to be covered. These are then analysed in terms of 
the factors.

Step 8. Test basic factor plan

The factors forming the basic factor plan are tested by the design team on a representative 
sample of jobs. The aim of this initial test is to check on the extent to which the factors are 
appropriate, cover all aspects of the jobs to be evaluated, are non-discriminatory, avoid double 
counting and are not compressed unduly. A check is also made on level defi nitions to ensure 
that they are worded clearly, graduated properly and cover the whole range of demands appli-
cable to the jobs to be evaluated so that they enable consistent evaluations to be made.
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Step 9. Develop scoring model

The aim is to design a point-factor scheme that will operate fairly and consistently to produce 
a rank order of jobs, based on the total points score for each job. Each level in the factor plan 
has to be allocated a points value so that there is a scoring progression from the lowest to the 
highest level.

Step 10. Decide on the factor weighting

Weighting is the process of attaching more importance to some factors. Explicit weighting 
takes place in a point-factor scheme when the maximum points available for what are regarded 
as more important factors are increased. Implicit weighting takes place when some factors 
have more levels than others but the same scoring progression per level exists as in the other 
factors.

Step 11. Prepare full factor plan

The outcome of Steps 9 and 10 is the full scored and weighted factor plan, which is tested in 
Step 12.

Step 12. Test the full factor plan

The full factor plan incorporating a scoring scheme and either explicit or implicit weighting is 
tested on the same jobs used in the initial test of the draft factors. Further jobs may be added 
to extend the range of the test.

Step 13. Computerize

The steps set out above will produce a paper-based scheme and this is still the most popular 
approach. The e-reward survey (2003) found that only 28 per cent of respondents with job 
evaluation schemes used computers to aid evaluation. But full computerization can offer many 
advantages including greater consistency, speed and the elimination of much of the paper 
work. There is also the possibility of using computers to help manage and support the process 
without using computers as a substitute for grading design teams.

Computer-aided schemes use the software provided by suppliers but the system itself is derived 
from the paper-based scheme devised by the methods set out above. No job evaluation design 
team is required to conduct evaluations but it is necessary to set up a review panel that can 
validate and agree the outcomes of the computerized process. No one likes to feel that a deci-
sion about their grade has been made by a computer on its own and hard lessons have been 
learnt by organizations that have ended up with fully automated but discriminatory systems.
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Step 14. Test the computerized scheme

The computerized scheme is tested to ensure that it delivers an acceptable rank order.

Step 15. Apply and implement

When the fi nal design of the paper or computerized scheme has been tested and shown as sat-
isfactory, the application and implementation programme can begin. This involves the evalu-
ation of a representative sample of benchmark jobs followed by the evaluation of the remaining 
jobs.

Designing an analytical matching job evaluation 
scheme

The sequence of actions required to design an analytical matching scheme is shown in Figure 
47.3. These may follow the development of a point-factor scheme, the factors in which would 
be used in the matching process.

Define level profiles Define benchmark
role profiles

Identify and define
matching factors

Develop matching
procedure

Test matching
procedure

Prepare individual role
profiles for matching

Train matching panel

Conduct matching

Figure 47.3 Analytical matching job evaluation scheme design sequence
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Equal pay considerations

Job evaluation has particular signifi cance when it refers to the achievement of equal pay for 
work of equal value between women and men. Its role in achieving equal pay is carried out in 
many countries within the framework of equal pay legislation. Article 2 of the 1951 ILO’s 
Equal Remuneration Convention states that:

Each member shall, by means appropriate to the methods in operation for determining 
rates of remuneration, promote and, in so far as is consistent with such methods, ensure 
the application to all workers of the principle of equal remuneration for men and 
women workers for work of equal value.

One hundred and sixty-three countries have ratifi ed this convention including Albania, 
Kazakhstan and the United Kingdom but not the United States.

Equal pay legislation in the UK

In the UK equal pay legislation as summarized below is based on Article 142 of the Treaty of 
Maastricht, which was extended by the EU Equal Pay Directive of 1975. The basic provision of the 
legislation is that anyone is entitled to equal pay with a comparator when they are carrying out:

like work, meaning the same or very similar work; •

work rated as equivalent under a job evaluation study; •

work of equal value. •

The 1970 Equal Pay Act

This Act effectively outlawed separate women’s rates of pay by introducing an implied equality 
clause into all contracts of employment. It also provided two grounds on which an applicant 
could take a claim to an Industrial (now Employment) Tribunal for equal pay with a compara-
tor of the opposite sex: 1) ‘like work’, meaning the same or very similar work, and 2) ‘work 
rated as equivalent’ under a job evaluation ‘study’.

The Equal Pay (Amendment) Regulations 1983

These regulations were introduced to conform to the European Directive. They provide that 
women are entitled to the same pay as men (and vice versa) where the work is of equal value 
‘in terms of the demands made on a worker under various headings, for instance, effort, skill, 
decision’.

This removed the barrier built into the Act that had prevented women claiming equal pay 
where they were employed in women’s jobs and no men were employed in the same work. Now 
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any woman could claim equal pay with any man and vice versa, subject to the rules about 
being in the same employment. Equal value claims can be brought even if there are no job 
evaluation arrangements, although the existence of a non-discriminatory analytical job evalu-
ation scheme that has been applied properly to indicate that the jobs in question are not of 
equal value can be a defence in an equal value case.

The amendment also provided for the assignment of ‘independent experts’ by employment 
tribunals to assess equality of value between claimant and comparator under such headings as 
effort, skill and decision without regard to the cost or the industrial relations consequences of 
a successful claim.

Employment Act 2002

One of the biggest barriers to bringing equal pay claims has been a lack of access to informa-
tion regarding other people’s pay. The Equal Pay (Questions and Replies) Order 2003 of the 
Employment Act 2002 provided for an equal pay questionnaire that can be used by an employee 
to request information from their employer about whether their remuneration is equal to that 
of named colleagues. Unions may also lodge these forms on behalf of their members.

Managing the risk of equal pay claims

Equal pay claims can be time-consuming and, if successful, can be hugely expensive, especially 
in UK public sector organizations with powerful and active trade unions. Some organizations 
in low risk situations may be convinced that they are doing enough about ensuring equal pay 
without introducing job evaluation. Others have decided that because their business impera-
tives are pressing they are prepared to accept a measure of risk in their policy on equal pay. 
Some, regrettably, may not care. But if there is medium or high risk then action needs to be 
taken to minimize it. Equal pay risk management means following the design and process cri-
teria for job evaluation mentioned earlier in this chapter and conducting equal pay reviews to 
establish the extent to which there is pay discrimination.

Equal pay risk assessment involves considering two factors: 1) the risk of having to defend an 
equal pay claim, and 2) the risk of a claim being successful. Assessing the risk of a claim means 
fi rst analysing the extent to which there is unequal pay and if it does exist, diagnosing the 
cause(s). For example, these could be any of the following:

different base rates of pay for work of equal value; •

disproportionate distribution of men or women at the upper or lower part of a pay range  •
or an incremental scale, bearing in mind that this is a major cause of unequal pay;

men or women placed at higher points in the scale on appointment or promotion; •

men or women receive higher merit or performance pay awards or benefi t more from  •
accelerated increments;
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market supplements applied differentially to men or women; •

‘red or green circling’ applied in a way that results in pay discrimination between men  •
and women doing work of equal value or like work;

a discriminating job evaluation scheme in terms of factors or weightings, or the job  •
evaluation scheme being applied in a discriminatory way.

Secondly, assessing the risk of a claim means considering the possibility of an individual initi-
ating action on his or her own, or trade unions taking action on behalf of their members. 
Individual actions may come out of the blue, but the individual may have raised an equal pay 
grievance formally or informally and line managers should understand that they must report 
this immediately to HR or senior management. The likelihood of trade union action will 
clearly be higher when there is a strong union with high penetration in the organization, which 
is often the case in the public sector. But any union member can seek help from her or his 
union. Even if the union is not recognized for negotiating purposes it can still provide 
support.

Conclusions

It could be claimed that every time a decision is made on what a job should be paid a form of 
job evaluation is needed. Job evaluation is therefore unavoidable, but it should not be an intui-
tive, subjective and potentially biased process. The aim is to develop an appropriate scheme 
that functions analytically, fairly, systematically, consistently, transparently and, so far as pos-
sible, objectively, without being bureaucratic, infl exible or resource-intensive. There are six 
ways of achieving this aim.

Six ways of developing an appropriate job evaluation scheme

1. Use a tested and relevant analytical job evaluation scheme to inform and support 
the processes of designing grade structures, grading jobs, managing relativities and 
ensuring that work of equal value is paid equally.

2. Use analytical matching underpinned by a point-factor scheme.

3. Ensure that job evaluation is introduced and managed properly.

4. Consider using computers to speed up processing and decision making while at 
the same time generating more consistent evaluations and reducing bureaucracy.

5. Recognize that thorough training and continuing guidance for evaluators is essen-
tial, as is communication about the scheme, its operation and objectives to all 
concerned.
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6. Review the operation of the scheme regularly to ensure that it is not decaying, con-
tinues to be appropriate and trusted and is not discriminatory.

Job evaluation – key learning points

The aims of job evaluation

Establish the relative value or size of  •
jobs.

Produce the information required  •
to design grade and pay structures.

Provide as objective as possible a  •
basis for grading jobs.

Enable sound market comparisons  •
with jobs or roles of equivalent com-
plexity and size.

Be transparent – the basis upon  •
which grades are defi ned and jobs 
graded should be clear.

Ensure that the organization meets  •
equal pay for work of equal value 
obligations.

Approaches to job evaluation

Informal approaches price jobs either on 
the basis of assumptions about internal and 
external relativities or simply by reference 
to the ‘going’ or market rates. Formal 
approaches use standardized methods to 
evaluate jobs, which can be analytical or 
non-analytical. Such schemes deal with 
internal relativities and the associated 
process of establishing and defi ning job 
grades or levels in an organization.

Analytical job evaluation schemes

Analytical job evaluation is based on a 
process of breaking down whole jobs into a 
number of defi ned elements or factors such 
as responsibility, decisions and the knowl-
edge and skill required. These are assumed 
to be present in all the jobs to be evaluated. 
In point-factor and fully analytical match-
ing schemes, jobs are then compared factor 
by factor either with a graduated scale of 
points attached to a set of factors or with 
grade or role profi les analysed under the 
same factor headings.

Non-analytical job evaluation schemes

Non-analytical job evaluation schemes 
enable whole jobs to be compared in order 
to place them in a grade or a rank order – 
they are not analysed by reference to their 
elements or factors.

Market pricing

Market pricing is the process of obtaining 
information on market rates (market rate 
analysis) to inform decisions on pay struc-
tures and individual rates of pay. This is 
called ‘extreme market pricing’ when 
market rates are the sole means of deciding 
on internal rates of pay and relativities, and 
conventional job evaluation is not used.
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Questions

1. What is the distinction between analytical and non-analytical job evaluation and what 
are the advantages and disadvantages of both approaches?

2. What is ‘extreme market pricing’? Why is it used by many organizations as a basis for 
valuing jobs and what are the problems this approach might create?

3. How do you ensure that a job evaluation scheme is not discriminatory?
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Job evaluation – key learning points (continued)

Computer-aided job evaluation

Computer-aided job evaluation uses com-
puter software to convert information 
about jobs into a job evaluation score or 
grade. It is generally underpinned by a con-
ventional point-factor scheme.

Comparison of schemes

The features, advantages and disadvantages 
of each of the main schemes are summa-
rized in Table 47.3.

Choice of approach

The overwhelming preference for analytical 
schemes shown by the e-reward 2007 survey 
suggests that the choice is fairly obvious. 
The advantages of using a recognized ana-
lytical approach that satisfi es equal value 

requirements appear to be overwhelming. 
Point-factor schemes were used by 70 per 
cent of those respondents and others used 
analytical matching, often in conjunction 
with the points scheme.

Designing analytical schemes

The design sequence is shown in Figures 
47.2 and 47.3.

Equal pay considerations

Job evaluation has particular signifi cance 
when it refers to the achievement of equal 
pay for work of equal value between women 
and men. Women should be paid the same 
rate as men when they are carrying out ‘like 
work’, ‘work rated as equivalent’, or ‘work of 
equal value’.
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Market Rate Analysis

Key concepts and terms

Arithmetic mean or average •

Capsule job description •

Inter-quartile range •

Lower quartile •

Market rate survey •

Median •

Benchmark jobs •

Derived market rate •

Job matching •

Market rate •

Market stance •

Upper quartile •

On completing this chapter you should be able to defi ne these key concepts. 
You should also know about:

Learning outcomes

The aims of market rate analysis •

Factors affecting the validity and  •
reliability of market rate data

Uses of benchmark jobs •

Interpreting and presenting  •
market rate data

The concept of a market rate •

Job matching •

Sources of data •

Using survey data •

 783
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Introduction

Market rate analysis is conducted through surveys that produce data on the levels of pay and 
benefi ts for similar jobs in comparable organizations. It is the basis either for extreme market 
pricing, as defi ned in Chapter 47, or for maintaining competitive rates of pay and benefi ts and 
deciding on pay ranges in a grade and pay structure.

Aims of market analysis

Obtain relevant, accurate and representative data on market rates. •

Compare like with like, in terms of data, regional and organizational variations  •
and, importantly, type and size of job or role.

Obtain information that is as up to date as possible. •

Interpret data in a way that clearly indicates the action required. •

Decisions on levels of pay following market rate analysis will be guided by the pay policy of the 
organization or its ‘market stance’ – ie how it wants its pay levels to relate to market levels.

Effective market rate analysis depends on understanding the concept of a market rate and the 
factors affecting the validity and reliability of market rate data, as considered in the fi rst two 
parts of this chapter. The rest of the chapter deals with selecting the benchmark jobs used for 
comparison, the sources of market rate data and how they should be interpreted, presented 
and used.

The concept of a market rate

People often refer to the ‘market rate’ but it is a much more elusive concept than it seems. 
There is no such thing as a defi nitive market rate for any job, even when comparing identically 
sized organizations in the same industry and location. There are local markets and there are 
national markets, and none of them is perfect in the economist’s sense. Different market infor-
mation sources for the same types of jobs produce different results because of variations in the 
sample, the diffi culty of obtaining precise matches between jobs in the organization and jobs 
elsewhere (job matching), and timing (the dates on which the data are collected may differ).

This means that market rate analysis is most unlikely to produce information on the rate for 
the job. The possibly incomplete data from a number of sources, some more reliable than 
others, has to be interpreted to indicate what the organization should do about it. Data may be 
available for some jobs but not for others, which are unique to the organization.
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Factors determining the validity and reliability of market rate data

1. Job matching – the extent to which the external jobs with which the internal jobs 
are being compared are similar, ie like is being compared with like.

2. Sample frame – the degree to which the sample of organizations from which the 
data have been collected is fully representative of the organizations with which 
comparisons need to be made in such terms as sector, technology or type of busi-
ness, size and location.

3. Timing – the extent to which the information is up to date or can be updated reli-
ably. By their very nature, published surveys, upon which many people rely, can 
soon become out of date. This can happen the moment they are produced – pay 
levels may have changed and people may have moved in or out since the date of the 
survey. While it is not possible to overcome this completely, as data must be gath-
ered and analysed, surveys that aim to have as short a time as possible between data 
collection and the publication of results are likely to be of more use than those with 
longer lead times. Estimates can be made of likely movements since the survey 
took place, but they are mainly guesswork.

Job matching

Inadequate job matching is a major cause of inaccuracies in the data collected by market anal-
ysis. So far as possible the aim is to match the jobs within the organization and those outside 
(the comparators) so that like is being compared with like. It is essential to avoid crude and 
misleading comparisons based on job titles alone or vague descriptions of job content. It is 
fi rst necessary to ensure that a broad match is achieved between the organization and the types 
of organizations used as comparators in terms of sector, industry classifi cation, size and 
location.

The next step is to match jobs within the organizations concerned. The various methods, in 
ascending order of accuracy, are:

1. Job title: this can be misleading. Job titles by themselves give no indication of the range of 
duties or the level of responsibility and are sometimes used to convey additional status to 
employees or their customers unrelated to the real level of work done.

2. Brief description of duties and level or zone of responsibility: national surveys frequently 
restrict their job-matching defi nitions to a two- or three-line description of duties and an 
indication of levels of responsibility in rank order. The latter is often limited to a one-line 
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defi nition for each level or zone in a hierarchy. This approach provides some guidance on 
job matching, which reduces major discrepancies, but it still leaves considerable scope for 
discretion and can therefore provide only generalized comparisons.

3. Capsule job descriptions: club (see below) or specialist ‘bespoke’ surveys frequently use 
capsule job descriptions that defi ne main responsibilities and duties in about 100 to 200 
words. To increase the refi nement of comparisons, modifying statements may be made 
indicating where responsibilities are higher or lower than the norm. Capsule job descrip-
tions considerably increase the accuracy of comparisons as long as they are based on a 
careful analysis of actual jobs and include modifying statements. But they are not always 
capable of dealing with specialist jobs and the accuracy of comparisons in relation to 
levels of responsibility may be limited, even when modifi ers are used.

4. Full role profi les, including a factor analysis of the levels of responsibility involved, may be 
used in special surveys when direct comparisons are made between jobs in different organ-
izations. They can be more accurate on a one-for-one basis but their use is limited because 
of the time and labour involved in preparing them. A further limitation is that comparator 
organizations may not have available, or be prepared to make available, their own full role 
profi les for comparison.

5. Job evaluation: can be used in support of a capsule job description or a role profi le to 
provide a more accurate measure of relative job size. A common method of evaluation is 
necessary. An increasing number of international and UK consultancies now claim to be 
able to make this link, either through a point-factor scheme or a matching approach, even 
though they do not necessarily restrict survey participation only to those organizations 
that are prepared to conduct a full evaluation process. This approach will further increase 
the accuracy of comparisons but the degree of accuracy will depend on the quality of the 
job evaluation process.

Use of benchmark jobs

A market rate survey should aim to collect data on a representative sample of benchmark jobs 
that will be used to provide guidance on the design of a pay structure (see Chapter 49) or as a 
basis for market pricing. The jobs selected should be ones for which it is likely that market data 
will be available. There are usually some jobs that are unique to the organization and for which 
comparisons cannot be made. When conducting a market pricing exercise it is necessary to 
make a judgement on the positioning of these jobs in the structure on the basis of comparisons 
with the benchmark jobs. A point-factor evaluation scheme, if available, helps to make these 
comparisons more accurate.
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Sources of market data

There is a wide variety of sources of varying quality. They include published surveys, special 
surveys conducted by the organization, ‘pay clubs’ (groups of organizations that exchange 
information on pay and benefi ts) and advertisements.

Because it is unlikely that precise job matching, a perfect sample and coincidence of timing 
will be achieved, it is best to obtain data from more than one source. Ultimately, a judgement 
has to be made about market levels of pay and this will be helped if a range of information is 
available that enables a view to be taken on what should be regarded as ‘the market rate’ for 
internal use. This is more convincing if it has been derived from a number of sources. For 
example, published market data can be supplemented by specialist surveys covering particular 
jobs. Should the quality of job matching be important, an individual survey can be conducted 
or a salary club can be joined, if there is room. If a number of sources is used, the objective 
justifi cation for any market supplement or premium (an addition to the normal rate for the 
job to refl ect the market value of a job) that might create unequal pay must be made.

In choosing data sources it is important to take account of how easily replicable the analysis 
will be in future years. Trends can only be identifi ed if a consistent set of sources is used, and 
if those sources are reasonably stable.

Published surveys

Published surveys are readily accessible and are usually based on a large sample. If the infor-
mation can be obtained online, so much the better. But they have to be relevant to the needs of 
the organization and particular attention should always be paid to the range of data and the 
quality of job matching. Published surveys are of widely varying content, presentation and 
quality and are sometimes expensive. They can be national, local, sector, industrial or 
occupational.

When selecting a published survey the following guidelines should be used:

Does it cover relevant jobs in similar organizations? •

Does it provide the information on the pay and benefi ts required? •

Are there enough participants to provide acceptable comparisons? •

So far as can be judged, is the survey conducted properly in terms of its sampling tech- •
niques and the quality of job matching?

Is the survey reasonably up to date? •

Are the results well presented? •

Does it provide value for money? •
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As a starting point to identifying a relevant survey, look at the regular reviews included in pub-
lications from Incomes Data Services (IDS) and Industrial Relations Services (IRS). Pay analyst 
IDS also publishes a directory that brings together information on virtually every available 
survey of salaries and benefi ts produced in the UK, providing an unmatched guide to data 
sources. It currently lists some 290 surveys of salaries and benefi ts from 76 UK survey produc-
ers, covering national, local, benefi t and international surveys, and gives details of employee 
groups and jobs covered by each survey, sample size, date of the survey data and the length and 
price of the report. Subscribers to the directory can also access it online and search for data by 
job title, type of benefi t, sector, UK region or overseas region. Contact www.salarysurveys.
info.

Consultants’ databases

Many consultancies concerned with reward management have databases of market rates pro-
duced by their own surveys and contacts, and are often linked to their proprietary job evalua-
tion scheme.

Special surveys

Special surveys can be ‘do it yourself ’ affairs or they can be conducted for you by management 
consultants. The latter method costs more but it saves a lot of time and trouble, and some 
organizations may be more willing to respond to an enquiry from a reputable consultant.

Conducting a special survey

1. Decide what information is wanted.

2. Identify the ‘benchmark’ jobs for which comparative pay data are required. 
This could have been done as part of a job evaluation exercise, as described in 
Chapter 47.

3. Produce capsule job descriptions for those jobs.

4. Identify the organizations that are likely to have similar jobs.

5. Contact those organizations and invite them to participate. It is usual to say that 
the survey fi ndings will be distributed to participants (this is the quid pro quo) and 
that individual organizations will not be identifi ed.

6. Provide participants with a form to complete together with guidance notes and 
capsule job descriptions. This includes provision for participants to indicate by a + 
or – whether the size or scope of the job is larger or smaller than the capsule job 
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Special surveys can justify the time and trouble, or expense, by producing usefully comparable 
data. It may, however, be diffi cult to get a suitable number of participants to take part, either 
because organizations cannot be bothered or because they are already members of a survey 
club or take part in a published survey.

Club surveys

Club surveys (pay clubs) are conducted by a number of organizations who agree to exchange 
information on pay in accordance with a standard format and on a regular basis. They have all 
the advantages of special surveys plus the additional benefi ts of saving a considerable amount 
of time and providing regular information. It is well worth joining one if you can. If a suitable 
club does not exist you could always try to start one, but this takes considerable effort.

Advertisements

Many organizations rely on the salary levels published in recruitment advertisements. But 
these can be very misleading as you will not necessarily achieve a good match and the quoted 
salary may not be the same as what is fi nally paid. However, although it is highly suspect, data 
from advertisements can be used to supplement other more reliable sources.

Other market intelligence

Other market intelligence can be obtained from the publications of Incomes Data Services and 
Industrial Relations Services. This may include useful information on trends in the ‘going rate’ 
for general, across-the-board pay increases that can be used when deciding on what sort of 
uplift, if any, is required to pay scales.

The features of the main sources and their advantages and disadvantages are listed in Table 
48.1.

description indicates. Give them a reasonable amount of time to complete and 
return the form, say two to three weeks.

7. Analyse the returned forms and distribute a summary of the results to 
participants.
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Source Brief description Advantages Disadvantages

Online data Access data from general 
surveys

Quick, easy, can be tailored May not provide all the information 
required

General national 
published surveys

Available for purchase 
– provide an overall picture 
of pay levels for different 
occupations in national and 
regional labour markets

Wide coverage, readily available, 
continuity allows trend analyses over 
time, expert providers

Risk of imprecise job matching, 
insuffi ciently specifi c, quickly out of 
date

Local published 
surveys

Available for purchase 
– provide an overall picture 
of pay levels for different 
occupations in the local 
labour market

Focus on local labour market especially 
for administrative staff and manual 
workers

Risk of imprecise job matching, 
insuffi ciently specifi c, quickly out of 
date, providers may not have 
expertise in pay surveys

Sector surveys Available for purchase 
– provide data on a sector 
such as charities

Focus on a sector where pay levels may 
differ from national rates, deal with 
particular categories in depth

Risk of imprecise job matching, 
insuffi ciently specifi c, quickly out of 
date

Industrial/
occupational 
surveys

Surveys, often conducted by 
employer and trade 
associations, on jobs in an 
industry or specifi c jobs

Focus on an industry, deal with 
particular categories in depth, quality 
of job matching may be better than 
general or sector surveys

Job matching may still not be 
entirely precise; quickly out of date

Management 
consultants’ 
databases

Pay data obtained from the 
databases maintained by 
management consultants

Based on well researched and matched 
data. Often highly tailored to specifi c 
market segments

Only obtainable from specifi c 
consultants and often confi dential 
to participants. Can be expensive

Special surveys Surveys specially conducted 
by an organization

Focused, reasonably good job match-
ing, control of participants, control of 
analysis methodology

Takes time and trouble, may be 
diffi cult to get participation, sample 
size may therefore be inadequate. May 
not be repeated, therefore diffi cult to 
use for ongoing pay management



791

Source Brief description Advantages Disadvantages

Pay clubs Groups of employers who 
regularly exchange data on 
pay levels

Focused, precise job matching, control 
of participants, control of analysis 
methodology, regular data, trends data, 
more information may be available on 
benefi ts and pay policies

Sample size may be too small, 
involve a considerable amount of 
administration, may be diffi cult to 
maintain enthusiasm of participants

Published data in 
journals

Data on settlements and 
pay levels available from 
IDS or IRS, and on national 
trends in earnings from the 
New Earnings Survey

Readily accessible Mainly about settlements and 
trends, little specifi c well matched 
information on pay levels for 
individual jobs

Analysis of 
recruitment data

Pay data derived from 
analysis of pay levels 
required to recruit staff

Immediate data Data random and can be misleading 
because of small sample. Can be 
distorted if applicants infl ate their 
salary history or if data geared to 
recruitment salaries

Job 
advertisements

Pay data obtained from job 
advertisements

Readily accessible, highly visible (to 
employees as well as employers), up to 
date. Data can be quite specifi c for 
public and voluntary sector roles

Job matching very imprecise, pay 
information may be misleading

Other market 
intelligence

Pay data obtained from 
informal contacts or 
networks

Provide good background Imprecise, not regularly available

Table 48.1 continued
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Interpreting and presenting market rate data

Market rate data need to be interpreted by reference to the details provided from each source 
and by assessments of their reliability, accuracy and relevance. If data have been obtained from 
a number of sources these will also have to be interpreted to produce a derived market rate that 
will be used as the basis of comparison.

Data can be presented as measures of central tendency or measures of dispersion. Measures of 
central tendency consist of the arithmetic mean (average) and the median – the middle item 
in a distribution of individual items. The latter is the most commonly used measure because it 
avoids the distortions to which arithmetic averages are prone.

Measures of dispersion consist of:

the upper quartile – the value above which 25 per cent of the individual values fall (this  •
term is often used more loosely to indicate any value within the top 25 per cent);

the lower quartile – the value below which 25 per cent of the individual values fall; •

the interquartile range – the difference between the upper and lower quartiles. •

Using survey data

The use of market survey data as a guide to pay levels is a process based on judgement and 
compromise. Different sources may produce different indications of market rate levels. As a 
result you may have to produce what might be described as a ‘derived’ market rate based on an 
assessment of the relative reliability of the data. This would strike a reasonable balance between 
the competing merits of the different sources used. This is an intuitive process.

Once all the data available have been collected and presented in the most accessible manner 
possible (ie job by job for all the areas the structure is to cover), reference points can be deter-
mined for each pay range in a graded pay structure, as described in Chapter 49. This process 
will take account of the place in the market the business wishes to occupy, ie its market ‘stance’ 
or ‘posture’.

Market rate analysis – key learning points

The aims of market rate analysis

Obtain relevant, accurate and repre- •
sentative data on market rates.

Compare like with like, in terms of  •
data, regional and organizational 
variations and, importantly, type 
and size of job or role.
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Market rate analysis – key learning points (continued)

Obtain information that is as up to  •
date as possible.

Interpret data in a way that clearly  •
indicates the action required.

The concept of a market rate

People often refer to the ‘market rate’ but 
it is a much more elusive concept than it 
seems. There is no such thing as a defi ni-
tive market rate for any job, even when 
comparing identically sized organizations 
in the same industry and location. This 
means that market rate analysis is most 
unlikely to produce information on the 
rate for the job.

Factors affecting the validity and 
reliability of market rate data

The accuracy of job matching, the degree to 
which the sample frame (the elements in 
the sample) are representative and the 
extent to which the survey is up to date.

Job matching

Inadequate job matching is a major cause 
of inaccuracies in the data collected by 
market analysis. So far as possible the 
aim is to match the jobs within the 
organization and those outside (the 
comparators) so that like is being com-
pared with like.

Use of benchmark jobs

A market rate survey should aim to collect 
data on a representative sample of bench-
mark jobs that will be used to provide guid-
ance on the design of a pay structure or as a 
basis for market pricing.

Sources of data

Described in Table 48.1.

Interpreting and presenting market 
rate data

Market rate data need to be interpreted by 
reference to the details provided from each 
source and by assessments of their reliabil-
ity, accuracy and relevance. If data have 
been obtained from a number of sources 
these will also have to be interpreted to 
produce a derived market rate that will be 
used as the basis of comparison.

Using survey data

The use of market survey data as a guide to 
pay levels is based on judgement and com-
promise. Different sources may produce 
different indications of market rate levels. 
As a result a ‘derived’ market rate based on 
an assessment of the relative reliability of 
the data often has to be estimated. This 
would strike a reasonable balance between 
the competing merits of the different 
sources used. It is an intuitive process.
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Questions

1. From a senior line manager: ‘You keep on telling me that there is no such thing as the 
market rate. I fi nd that diffi cult to understand especially when I know that you spend 
quite a lot of time and presumably money in analysing what other organizations pay. 
Could you explain to me what you mean?’

2. From a line manager: ‘I attach a collage of job advertisements that prove my contention 
that we are seriously underpaying my key staff.’ How do you reply?

3. At a careers evening a bright young teenager points to a claim in your company litera-
ture that your pay package is in the upper quartile range. She asks what that means and 
why it matters. How would you explain the term and the organization’s policy to her?
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Grade and Pay Structures

Key concepts and terms

Broad-banded structure •

Broad-graded structure •

Career family structures •

Compa-ratio •

Differential •

Grade boundary •

Grade drift •

Grade structure •

Grade and pay structure •

Increment •

Individual job grades •

Job family •

Job family structure •

Market anchor •

Market group •

Mid-point •

Mid-point management •

Multi-graded structure •

Pay spine •

Pay structure •

Reference point •

Span •

Zone (in a broad band) •

On completing this chapter you should be able to defi ne these key concepts. 
You should also know about:

Learning outcomes

Guiding principles for grade and  •
pay structures

Designing grade and pay  •
structures

Types of grade and pay structures •

 795
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Introduction

Grade and pay structures provide a logically designed framework within which an organiza-
tion’s pay policies can be implemented. They enable the organization to determine where jobs 
should be placed in a hierarchy, defi ne pay levels and the scope for pay progression, and provide 
the basis upon which relativities can be managed, equal pay achieved and the processes of 
monitoring and controlling the implementation of pay practices can take place. Grade and pay 
structures also enable organizations to communicate the career and pay opportunities availa-
ble to employees.

Although this chapter is mainly concerned with grade and pay structures, reference will be 
made to the other pay arrangements of spot rates and individual job grades which, although 
not strictly structures, do represent methods frequently used by organizations to indicate how 
much a job or a person should be paid.

The chapter starts with defi nitions of grade and pay structures and the other pay arrange-
ments. This is followed by a list of guiding principles for grade and pay structures and descrip-
tions of each type of structure or arrangement, namely multi-graded, broad-graded and 
broad-banded structures, job and career families, pay spines, spot rates and individual job 
grades. The chapter is completed with a section on the design of structures.

Defi nitions
Grade structure

A grade structure consists of a sequence or hierarchy of grades, bands or levels into which 
groups of jobs that are broadly comparable in size are placed. There may be a single structure 
that contains grades or bands and which is defi ned by their number and width (width is the 
scope the grade or band provides for pay progression). Alternatively the structure may be 
divided into a number of job or career families consisting of groups of jobs where the essential 
nature and purpose of the work are similar but the work is carried out at different levels.

Pay structure

A pay structure defi nes the different levels of pay for jobs or groups of jobs by reference to their 
relative internal value as determined by job evaluation, to external relativities as established by 
market rate surveys and, sometimes, to negotiated rates for jobs. It provides scope for pay pro-
gression in accordance with performance, competence, contribution or service.

There may be a single pay structure covering the whole organization or there may be one 
structure for staff and another for manual workers, but this is becoming less common. There 
has in recent years been a trend towards ‘harmonizing’ terms and conditions between different 
groups of staff as part of a move towards ‘single status’. This has been particularly evident in 
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many public sector organizations in the UK, supported by national agreements on single 
status. Executive directors are sometimes treated separately where reward policy for them is 
decided by a remuneration committee of non-executive directors.

A grade structure becomes a pay structure when pay ranges, brackets or scales are attached to 
each grade, band or level. In some broad-banded structures, as described below, reference 
points and pay zones may be placed within the bands and these defi ne the range of pay for jobs 
allocated to each band. Examples of grade and pay structures are given in Armstrong and 
Brown (2001).

Spot rates

A spot rate is the rate for a job or an individual that is not fi tted into a grade or band in a con-
ventional grade structure and does not allow any scope for pay progression.

Individual job grades

Individual job grades are essentially spot rates to which a defi ned pay range on either side of 
the rate has been attached to provide scope for pay progression.

Guiding principles for grade and pay structures

Grade and pay structures should:

be appropriate to the culture, characteristics and needs of the organization and  •
its employees;

facilitate the management of relativities and the achievement of equity, fairness,  •
consistency and transparency in managing gradings and pay;

be capable of adapting to pressures arising from market rate changes and skill  •
shortages;

facilitate operational fl exibility and continuous development; •

provide scope as required for rewarding performance, contribution and increases  •
in skill and competence;

clarify reward, lateral development and career opportunities; •

be constructed logically and clearly so that the basis upon which they operate  •
can readily be communicated to employees;

enable the organization to exercise control over the implementation of pay poli- •
cies and budgets.



798 Rewarding People

Types of grade and pay structure

The types of pay structures as described below are multi-graded, broad-graded, broad-banded, 
job family, career family and pay spine.

Multi-graded structure

A multi-graded structure, as illustrated in Figure 49.1 (sometimes called a narrow-graded struc-
ture) consists of a sequence of job grades into which jobs of broadly equivalent value are placed. 
There may be 10 or more grades and long-established structures, especially in the public sector, 
may have as many as 18 or even more grades. Grades may be defi ned by a bracket of job evalua-
tion points so that any job for which the job evaluation score falls within the points bracket for a 
grade would be allocated to that grade. Alternatively, grades may be defi ned by grade defi nitions 
or profi les that provide the information required to match jobs set out under job demand factor 
headings (analytical matching). This information can be supplemented by reference to bench-
mark jobs that have been already graded as part of the structure design exercise.

‘Mid-point management’ techniques are often used to analyse and control pay policies by 
comparing actual pay with the reference point that is regarded as the policy pay level. ‘Compa-
ratios’ can be used. These measure the relationship between actual and policy rates of pay as a 
percentage. If the two coincide, the compa-ratio is 100 per cent. Compa-ratio analysis can 
establish how pay practice (actual pay) compares with pay policy (the rate for a person who is 
fully qualifi ed and competent in his or her job).

The problem with multi-graded structures is that they encourage ‘grade drift’, ie unjustifi ed 
upgradings. This takes place because it is diffi cult to differentiate between successive grades 
even with the help of job evaluation.

Broad-graded structures

Broad-graded structures, as illustrated in Figure 49.2, have six to nine grades rather than the 
10 or more grades contained in multi-graded structures. They may include ‘reference points’ 
or ‘market anchors’ that indicate the rate of pay for a fully competent performer in the grade 
and are aligned to market rates in accordance with ‘market stance’ policy. The grades and pay 
ranges are defi ned and managed in the same way as multi-graded structures (ie mid-point 
management) except that the increased width of the grades means that organizations some-
times introduce mechanisms to control progression in the grade so that staff do not inevitably 
reach its upper pay limit. The mechanisms available consist of:

Reference point control – scope is provided for progression according to competence  •
by increments to the reference point. Thereafter, individuals may earn cash bonuses for 
high achievement that may be consolidated up to the maximum pay for the grade if 
high achievement levels are sustained.
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£

Figure 49.1 A multi-graded structure

Threshold control – a point is defi ned in the pay range beyond which pay cannot  •
increase unless individuals achieve a defi ned level of competence and achievement.

Segment or zone control – an extension of threshold control that involves dividing the  •
grade into a number, often three, segments or zones.

Broad-graded structures are used to overcome or at least alleviate the grade drift problem 
endemic in multi-graded structures. If the grades are defi ned, it is easier to differentiate them, 
and matching (comparing role profi les with grade defi nitions or profi les to fi nd the best fi t) 
becomes more accurate. But it may be diffi cult to control progression and this would increase 
the costs of operating them, although these costs could be offset by better control of grade 
drift.

£

Figure 49.2 A board-graded structure
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Broad-banded structures

Broad-banded structures compress multi-graded structures into four or fi ve ‘bands’, as illus-
trated in Figure 49.3. The process of developing broad-banded structures is called ‘broad-
banding’. In its original version, a broad-banded structure contained no more than fi ve bands, 
each with, typically, a span of 70 to 100 per cent. Bands were unstructured and pay was managed 
much more fl exibly than in a conventional graded structure (no limits may be defi ned for pro-
gression that depended on competence and the assumption of wider role responsibilities) and 
much more attention was paid to market rates, which governed what were in effect the spot 
rates for jobs within bands. Analytical job evaluation was often felt to be unnecessary because 
of the ease with which jobs could be allocated to one of a small number of bands.

£

Figure 49.3 Narrow- and broad-banded structures

The difference between this original concept of broad bands and broad grades is that the latter 
still generally adopt a fairly conventional approach to pay management by the use of analytical 
job evaluation, mid-point management and compa-ratio analysis techniques. Structures with 
six or seven grades are sometimes described as broad-banded even when their characteristics 
are typical of broad grades.

However, structure often crept in to broad bands. It started with reference points aligned to 
market rates around which similar roles could be clustered. These were then extended into 
zones for individual jobs or groups of jobs, which placed limits on pay progression, as illus-
trated in Figure 49.4. Job evaluation was increasingly used to defi ne the boundaries of the 
band and to size jobs as a basis for deciding where reference points should be placed in con-
junction with market pricing. The original concept of broad-banding was therefore eroded as 
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more structure was introduced and job evaluation became more prominent to defi ne the 
structure and meet equal pay requirements. Zones within broad bands began to look rather 
like conventional grades.

£

Zone A3

Zone B1

Band B

Band A

Zone B3

Zone A2

Zone A1

Zone B2

(x = reference point)

x

x

x

x

x

x

Figure 49.4 A broad-banded structure with zones

Job family structures

Job families consist of jobs in a function or occupation such as marketing, operations, fi nance, 
IT, HR, administration or support services that are related through the activities carried out 
and the basic knowledge and skills required, but in which the levels of responsibility, knowl-
edge, skill or competence levels required differ. In a job family structure, as shown in Figure 
49.5, different job families are identifi ed and the successive levels in each family are defi ned by 
reference to the key activities carried out and the knowledge, skills or competences required to 
perform them effectively. They therefore defi ne career paths – what people have to know and 
be able to do to advance their career within a family and to develop career opportunities in 
other families. Typically, job families have between six and eight levels as in broad-graded 
structures. Some families may have more levels than others.

In contrast to career family structures (see below) each family in a job family structure may in 
effect have its own pay structure that takes account of different levels of market rates between 
families (this is sometimes called a ‘market group’). The level or grade structures may also 
differ between families to refl ect any special family role characteristics. Because the size of jobs 
and rates of pay can vary between the same levels in different job families, there may be no 
read-across between them unless use is made of analytical job evaluation.
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£

Operations Finance IT

Figure 49.5 A job family structure

Career family structures

Career family structures, as shown in Figure 49.6, resemble job family structures in that there 
are a number of different ‘families’. The difference is that in a career family, jobs in the corre-
sponding levels across each of the career families are within the same size range and, if an ana-
lytical job evaluation scheme is used, this is defi ned by the same range of scores. Similarly, the 
pay ranges in corresponding levels across the career families are the same, although to deal 
with market pressures, market supplements or premiums may be added for individual jobs to 
the normal pay range for their level. In effect, a career structure is a single-graded structure in 
which each grade has been divided into families.

Career family structures focus on career mapping and career development as part of an inte-
grated approach to human resource management. This is as important a feature of career fam-
ilies as the pay structure element, possibly even more so.

Pay spines

Pay spines are found in the public sector or in agencies and charities that have adopted a public 
sector approach to reward management. As illustrated in Figure 49.7, they consist of a series of 
incremental ‘pay points’ extending from the lowest to the highest paid jobs covered by the 
structure. Typically, pay spine increments are between 2.5 and 3 per cent. They may be stand-
ardized from the top to the bottom of the spine, or the increments may vary at different levels, 
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sometimes widening towards the top. Job grades are aligned to the pay spine and the pay 
ranges for the grades are defi ned by the relevant scale of pay points. The width of grades can 
vary and job families may have different pay spines. Progression through a grade is based on 
service, although an increasing number of organizations provide scope for accelerating incre-
ments or providing additional increments above the top of the scale for the grade to reward 
merit.

£

Figure 49.7 A pay spine

Spot rates

Some organizations do not have a graded structure at all for any jobs or for certain jobs such 
as directors. Instead they use ‘spot rates’. They may also be called the ‘rate for the job’, more 
typically for manual jobs where there is a defi ned skilled or semi-skilled market rate that may 
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Figure 49.6 A career family structure
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be negotiated with a trade union. Spot rates are quite often used in retail fi rms for customer 
service staff.

Spot rates are sometimes attached to a person rather than a job. Unless they are negotiated, 
rates of pay and therefore relativities are governed by market rates and managerial judgement. 
Spot rates are not located within grades and there is no defi ned scope for progression while on 
the spot rate. There may, however, be scope for moving on to higher spot rates as skill, compe-
tence or contribution increases. Job holders may be eligible for incentive bonuses on top of the 
spot rate.

Spot rates may be used where there is a very simple hierarchy of jobs, as in some manufactur-
ing and retailing companies. They may be adopted by organizations that want the maximum 
amount of scope to pay what they like. They often exist in small or start-up organizations that 
do not want to be constrained by a formal grade structure and prefer to retain the maximum 
amount of fl exibility. But they can result in serious inequities that may be diffi cult to justify.

Individual job grades

Individual job grades are, in effect, spot rates to which a defi ned pay range of, say, 20 per cent 
on either side of the rate has been attached to provide scope for pay progression based on per-
formance, competence or contribution. Again, the midpoint of the range is fi xed by reference 
to job evaluation and market rate comparisons.

Individual grades are attached to jobs not people, but there may be more fl exibility for move-
ment between grades than in a conventional grade structure. This can arise when people have 
expanded their role and it is considered that this growth in the level of responsibility needs to 
be recognized without having to upgrade the job. Individual job grades may be restricted to 
certain jobs, for example more senior managers, where fl exibility in fi xing and increasing rates 
of pay is felt to be desirable. They provide for greater fl exibility than more conventional struc-
tures but can be diffi cult to manage and justify and can result in pay inequities. The ‘zones’ that 
are often established in broad-banded structures have some of the characteristics of individual 
job grades.

A summary of the features of the different pay structures, their advantages and disadvantages 
and when they may be appropriate is given in Table 49.1.

Incidence of different types of structure

The incidence of different types of structure and pay arrangements as established by the 2008 
e-reward survey is shown in Figure 49.8. Broad-graded structures are now the most popular. 
They are replacing narrow-graded structures rather than broad-banding, which is relatively 
little used. There are a fair number of job family structures but few career family structures.
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Table 49.1 Summary analysis of different grade and pay structures

Type Features Advantages Disadvantages When appropriate

Multi-graded A sequence of  job  •
grades – 10 or more

Narrow pay ranges, eg  •
20–40%

Progression usually  •
linked to performance

Clearly indicate pay  •
relativities

Facilitate control •
Easy to understand •

Create hierarchical  •
rigidity

Prone to grade drift •
Inappropriate in a  •
de-layered 
organization

In a large bureaucratic  •
organization with well defi ned 
hierarchies

When close and rigid control  •
is required

When some but not too much  •
scope for pay progression 
related to performance or 
contribution is wanted

Broad-graded A sequence of between  •
6 and 9 grades

Fairly broad pay  •
ranges, eg 40–50%

Progression linked to  •
contribution and may 
be controlled by 
thresholds or zones

As for narrow-graded  •
structures but in 
addition: 

the broader grades  −
can be defi ned 
more clearly

better control can  −
be exercised over 
grade drift

Too much scope for  •
pay progression

Control mechanisms  •
can be provided but 
they can be diffi cult to 
manage

May be costly •

Desirable to defi ne and  •
differentiate grades more 
accurately as an aid to better 
precision when grading jobs

Grade drift problems exist  •
More scope wanted to reward  •
contribution

Broad-banded A series of, often, 5 or  •
6 ‘broad’ bands

Wide pay bands  •
– typically between 
50% and 80%

Progression linked to  •
contribution and 
competence

More fl exible •
Reward lateral devel- •
opment and growth in 
competence 

Fit new style  •
organizations

Create unrealistic  •
expectations of scope 
for pay rises

Seem to restrict scope  •
for promotion

Diffi cult to  •
understand

Equal pay problems •

In de-layered, process-based,  •
fl exible organizations

Where more fl exibility in pay  •
determination is wanted

Where the focus is on  •
continuous improvement and 
lateral development
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Type Features Advantages Disadvantages When appropriate

Job family Separate grade and  •
pay structures for job 
families containing 
similar jobs

Progression linked to  •
competence and/or 
contribution

Can appear to be  •
divisive

May inhibit lateral  •
career development

May be diffi cult to  •
maintain internal equity 
between job families 

Facilitate pay differen- •
tiation between 
market groups

Defi ne career paths  •
against clear criteria

When there are distinct  •
market groups which need to 
be rewarded differentially

 Where there are distinct  •
groups of jobs in families 

Pay spine A series of incremental  •
pay points covering all 
jobs

Grades may be  •
superimposed 

Progression linked to  •
service

Easy to manage •
Pay progression not  •
based on managerial 
judgement

No scope for differen- •
tiating rewards 
according to 
performance

May be costly as staff  •
drift up the spine

In a public sector or volun- •
tary organization where this 
is the traditional approach 
and it therefore fi ts the 
culture

Where it is believed to be  •
impossible to measure 
differential levels of perform-
ance fairly and consistently

Table 49.1 continued
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Individual job ranges

Multi-graded

Broad-banded

Spot rates

Broad-graded

Job family

Pay spine

Career family

n = 98

30%

23%

23%

23%

21%

18%

18%

14%

Figure 49.8 Incidence of grade and pay structures

Designing grade and pay structures

There is a choice of structure, as shown in Table 49.1, and whichever structure is selected, there 
will be a number of design options. The fi rst decision to make is where to place grade bounda-
ries which, as described below, is usually informed by a job evaluation exercise. Decisions on 
grade boundaries will be infl uenced by considerations affecting the number and width of 
grades. Further options exist on the pay structure concerning the differentials between grades, 
the degree to which there should be overlap between grades, if any, and the method of pay pro-
gression within grades. In broad-banded structures there is also choice on the infrastructure 
(the use of reference points or zones), and in career or job family structures there are options 
concerning the number of families, the composition of families and the basis upon which 
levels should be defi ned.

Deciding on grade boundaries

A grade boundary is the point between one grade and the next higher or lower grade, which is 
defi ned as a rate of pay and a points score if a points evaluation scheme is used to determine 
grades. The boundaries therefore defi ne the span of a grade in those terms. An analytical job 
evaluation exercise will produce a rank order of jobs according to their job evaluation scores. 
A decision then has to be made on where the boundaries that will defi ne grades should be 
placed in the rank order. So far as possible, boundaries should divide groups or clusters of jobs 
that are signifi cantly different in size so that all the jobs placed in a grade are clearly smaller 
than the jobs in the next higher grade and larger than the jobs placed in the next lower grade.

Fixing grade boundaries is one of the most critical aspects of grade structure design following 
an analytical job evaluation exercise. It requires judgement – the process is not scientifi c and it 
is rare to fi nd a situation where there is one right and obvious answer. In theory, grade bound-
aries could be determined by deciding on the number of grades in advance and then dividing 
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the rank order into equal parts. But this would mean drawing grade boundary lines arbitrarily 
and the result could be the separation of groups of jobs that should properly be placed in the 
same grade.

The best approach is to analyse the rank order to identify any signifi cant gaps in the points 
scores between adjacent jobs. These natural breaks in points scores will then constitute the 
boundaries between clusters of jobs that can be allocated to adjacent grades. A distinct gap 
between the highest rated job in one grade and the lowest rated job in the grade above will help 
to justify the allocation of jobs between grades. It will therefore reduce boundary problems 
leading to dissatisfaction with gradings when the distinction is less well defi ned. Provisionally, 
it may be decided in advance when designing a conventional graded structure that a certain 
number of grades is required, but the gap analysis will confi rm the number of grades that is 
appropriate, taking into account the natural divisions between jobs in the rank order. However, 
the existence of a number of natural breaks cannot be guaranteed, which means that judge-
ment has to be exercised as to where boundaries should be drawn when the scores between 
adjacent jobs are close. In cases where there are no obvious natural breaks, the guidelines that 
should be considered when deciding on boundaries are as follows.

Guidelines for deciding on grade boundaries

Jobs with common features as indicated by the job evaluation factors are  •
grouped together so that a distinction can be made between the characteristics 
of the jobs in different grades – it should be possible to demonstrate that the 
jobs grouped into one grade resemble each other more than they resemble jobs 
placed in adjacent grades.

The grade hierarchy should take account of the organizational hierarchy, ie jobs  •
in which the job holder reports to a higher level job holder should be placed in 
a lower grade, although this principle should not be followed slavishly when an 
organization is over-hierarchical with, perhaps, a series of one-over-one report-
ing relationships.

The boundaries should not be placed between jobs mainly carried out by men  •
and jobs mainly carried out by women.

The boundaries should ideally not be placed immediately above jobs in which  •
large numbers of people are employed.

The grade width in terms of job evaluation points should represent a signifi cant  •
step in demand as indicated by the job evaluation scheme.
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Number of grades, levels or bands

The considerations to be taken into account when deciding on the number of grades, levels or 
bands are given below.

The considerations to be taken into account when deciding on the 
number of grades

The range and types of roles to be covered by the structure. •

The range of pay and job evaluation points scores to be accommodated. •

The number of levels in the organizational hierarchy (this will be an important  •
factor in a broad-banded structure).

Decisions on where grade boundaries should be placed following a job evalua- •
tion exercise that has produced a ranked order of jobs – this might identify the 
existence of clearly defi ned clusters of jobs at the various levels in the hierarchy 
between which there are signifi cant differences in job size.

The fact that within a given range of pay and responsibility, the greater the  •
number of grades the smaller their width, and vice versa – this is associated with 
views on what is regarded as the desirable width of a range, taking into account 
the scope for progression, the size of increments in a pay spine and equal pay 
issues.

The problem of ‘grade drift’ (unjustifi ed upgradings in response to pressure,  •
lack of promotion opportunities or because job evaluation has been applied 
laxly), which can be increased if there are too many narrow grades.

Width of grades or pay ranges

The factors affecting decisions on the width of grades or pay ranges are as follows.

The factors affecting decisions on the width of grades or bands

Views on the scope that should be allowed for performance, contribution or  •
career progression within grades.

Equal pay considerations – wide grades, especially extended incremental scales,  •
are a major cause of pay gaps between men and women simply because women, 
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Differentials between pay ranges

Differentials between pay ranges should provide scope to recognize increases in job size 
between successive grades. If differentials are too close – less than 10 per cent – many jobs 
become borderline cases, which can result in a proliferation of appeals and arguments about 
grading. Large differentials below senior management level of more than 25 per cent can create 
problems for marginal or borderline cases because of the amount at stake. Experience has 
shown that in most organizations with conventional grade structures a differential of between 
16 and 20 per cent is appropriate except, perhaps, at the highest levels.

Pay range overlap

There is a choice on whether or not pay ranges should overlap and, if so, by how much. The 
amount of overlap, if any, is a function of range width and differentials. Large overlaps of more 
than 10 per cent can create equal pay problems where, as is quite common, men are clustered 
at the top of their grades and women are more likely to be found at the lower end.

Pay progression

There is a choice of methods of pay progression between the fi xed service-related increments 
common in the public sector, and the other forms of contingent pay, namely performance, 
competency or contribution-related, as described in Chapter 50.

who are more likely to have career breaks than men, may not have the same 
opportunity as men to progress to the upper regions of the range; male jobs may 
therefore cluster towards the top of the range while women’s may cluster towards 
the bottom.

Decisions on the number of grades – the greater the number the smaller the  •
width.

Decisions on the value of increments in a pay spine – if it is believed that the  •
number of increments should be restricted, for equal pay or other reasons, but 
that the number of grades should also be limited, then it is necessary to increase 
the value of the increments.

In a broad-banded structure, the range of market rates and job evaluation scores  •
covering the jobs allocated to the band.
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The grade and pay structure design process

An analytical job evaluation scheme is usually the basis for designing a graded structure and it 
can be used in the initial stages of designing a broad-banded or career/job family structure. In 
the case of graded structures, decisions on the number and width of grades are generally based 
on an analysis of the rank order of scores produced by job evaluation.

This approach is used less often in the design of broad-banded or career/job family structures 
where the most common method is to make a provisional advance decision on the number of 
bands or career family levels, and then position roles in bands (often by reference to market 
rates), or allocate roles into levels by an ‘analytical job matching’ process, as described in 
Chapter 47. Job evaluation may only be used at a later stage to validate the positioning of roles 
in bands or the allocation of jobs to family levels, check on relativities and, sometimes, defi ne 
the bands or levels in job evaluation score terms. The initial decision on the number of bands 
or levels and their defi nition may, however, be changed in the light of the outcome of the allo-
cation, matching and evaluation processes.

More rarely, the grade and pay structure design is conducted by means of a non-analytical job 
evaluation schemes (see Chapter 47), which defi nes a number of single grades. Jobs are then 
slotted into the grades by reference to the grade defi nitions. The basic sequence of steps for 
designing a grade and pay structure is illustrated in Figure 49.9. Note the emphasis on com-
munication and involvement at all stages.
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Figure 49.9 Flow chart: design of a new grade and pay structure
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Grade and pay structures – key learning points

Guiding principles for grade and pay 
structures

Grade and pay structures should:

be appropriate to the culture, char- •
acteristics and needs of the organi-
zation and its employees;

facilitate the management of relativ- •
ities and the achievement of equity, 
fairness, consistency and transpar-
ency in managing gradings and pay;

be capable of adapting to pressures  •
arising from market rate changes 
and skill shortages;

facilitate operational fl exibility and  •
continuous development;

provide scope as required for  •
rewarding performance, contribu-
tion and increases in skill and 
competence;

clarify reward, lateral development  •
and career opportunities;

be constructed logically and clearly  •
so that the basis upon which they 
operate can readily be communi-
cated to employees;

enable the organization to exercise  •
control over the implementation of 
pay policies and budgets.

Types of grade and pay structures

Summarized in Table 49.1.

Designing grade and pay structures

There is a choice of structure, as shown in 
Table 49.1, and whichever structure is 
selected, there will be a number of design 
options. The fi rst decision to make is where 
to place grade boundaries, which is usually 
informed by a job evaluation exercise. 
Decisions on grade boundaries will be 
infl uenced by considerations affecting the 
number and width of grades. Further 
options exist on the pay structure concern-
ing the differentials between grades, the 
degree to which there should be overlap 
between grades, if any, and the method of 
pay progression within grades. In broad-
banded structures there is also choice on 
the infrastructure (the use of reference 
points or zones), and in career or job family 
structures there are options concerning the 
number of families, the composition of 
families and the basis upon which levels 
should be defi ned.

Questions

1. From the senior representative of your staff union: ‘We are very concerned about this 
proposal that the company should introduce a broad-banded pay structure. We 
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Questions (continued)

understand that such structures are governed mainly by market rate comparisons that 
lead to internal inequities and discrimination against women. We would like to hear 
what you have to say about this.’ How do you reply?

2. From the HR director to the head of reward: ‘It appears from your statistics that a lot of 
appeals against grading using our somewhat outdated job evaluation scheme are being 
successful. This must be leading to grade drift. What can we do about it?’

3. From the head of learning and development to the head of reward: ‘I have read recently 
that there are such things as career family structures that can provide the basis for career 
planning and development. What are the benefi ts we may gain from moving to that type 
of structure from our existing graded structure? Are there any drawbacks?’
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Contingent Pay

Key concepts and terms

Bonus •

Contingent pay •

Incentives •

Rewards •

Variable pay •

Competency-related pay •

Contribution-related pay •

Performance-related pay •

Skills-based pay •

On completing this chapter you should be able to defi ne these key concepts. 
You should also know about:

Learning outcomes

The basis of contingent pay •

Arguments for contingent pay •

Alternatives to contingent pay •

Types of individual contingent  •
pay

Developing and implementing  •
individual contingent pay

Bonus schemes •

Organization-wide bonus  •
schemes

Contingent pay as a motivator •

Argument against contingent pay •

Criteria for success •

Readiness for individual  •
contingent pay

Service-related pay •

Team pay •

Choice of approach •
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Introduction

The term ‘contingent pay’ is used in this chapter to describe any formal pay scheme that pro-
vides for payments on top of the base rate, which are linked to the performance, competency, 
contribution or skill of people. Contingent pay can apply to individuals (individual contingent 
pay) or teams, or it can operate on an organization-wide basis. It is either consolidated in the 
base rate so that pay progresses within a pay range or it is paid as a non-consolidated cash 
bonus (the latter arrangement is called ‘variable pay’).

Pay can be related to service. This is dealt with in this chapter, but it is not regarded as contin-
gent pay in the sense defi ned above as it does not relate to performance, contribution, compe-
tency or skill. The comments made about contingent pay as a motivator and the advantages 
and disadvantages of contingent pay do not therefore apply to pay related to service.

Contingent pay is concerned with answering the two fundamental reward management ques-
tions: what do we value? What are we prepared to pay for? Contingent pay schemes are based 
on measurements or assessments. These may be expressed as ratings that are converted by 
means of a formula to a payment. Alternatively, there may be no formal ratings and pay deci-
sions are based on broad assessments rather than a formula.

This chapter examines contingent pay as a motivator, its advantages and disadvantages, and 
criteria for success. It then describes the different forms of contingent pay and how to choose 
and develop them. Incentives for sales staff and manual workers are covered in Chapter 51.

Contingent pay as a motivator

Many people see pay related to performance, competency, contribution or skill as the best way 
to motivate people. But it is simplistic to assume that it is only the extrinsic motivators in the 
form of pay that create long-term motivation. The total reward concept, as explained in 
Chapter 46, emphasizes the importance of non-fi nancial rewards as an integral part of a com-
plete package. The intrinsic motivators that can arise from the work itself and the working 
environment may have a deeper and longer-lasting effect.

Incentives and rewards

When considering contingent pay as a motivator, a distinction should be made between fi nan-
cial incentives and rewards.

Financial incentives are designed to provide direct motivation. They tell people how much 
money they will get in the future if they perform well – ‘Do this and you will get that.’ A shop 
fl oor payment-by-results scheme or a sales representative’s commission system are examples 
of fi nancial incentives.
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Financial rewards act as indirect motivators because they provide a tangible means of recog-
nizing achievements, as long as people expect that what they do in the future will produce 
something worthwhile, as expectancy theory suggests. Rewards can be retrospective – ‘You 
have achieved this, therefore we will pay you that.’ But rewards can also be prospective: ‘We will 
pay you more now because we believe you have reached a level of competency that will produce 
high levels of performance in the future.’

Arguments for and against contingent pay
Arguments for

The most powerful argument for contingent pay is that those who contribute more should be 
paid more. It is right and proper to recognize achievement with a fi nancial and therefore tan-
gible reward. This is preferable to paying people just for ‘being there’, as happens in a service-
related system. Other typical arguments in favour of using contingent pay are set out below.

Reasons in order of importance for using contingent pay given by 
respondents to the e-reward 2004 survey

1. To recognize and reward better performance.

2. To attract and retain high quality people.

3. To improve organizational performance.

4. To focus attention on key results and values.

5. To deliver a message about the importance of performance.

6. To motivate people.

7. To infl uence behaviour.

8. To support cultural change.
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Arguments against

The main arguments against individual contingent pay are that:

the extent to which contingent pay schemes motivate is questionable – the amounts  •
available for distribution are usually so small that they cannot act as an incentive;

the requirements for success as set out below are exacting and diffi cult to achieve; •
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money by itself will not result in sustained motivation – as Kohn (1993) points out,  •
money rarely acts in a crude, behaviourist, Pavlov’s dog manner;

people react in widely different ways to any form of motivation – it cannot be assumed  •
that money will motivate all people equally, yet that is the premise on which contribu-
tion pay schemes are based;

fi nancial rewards may possibly motivate those who receive them but they can demoti- •
vate those that don’t, and the numbers who are demotivated could be much higher 
than those who are motivated;

contingent pay schemes can create more dissatisfaction than satisfaction if they are per- •
ceived to be unfair, inadequate or badly managed and, as explained below, they can be 
diffi cult to manage well;

contingent pay schemes depend on the existence of accurate and reliable methods of  •
measuring performance, competency, contribution or skill, which might not exist;

contingent pay decisions depend on the judgement of managers which, in the absence  •
of reliable criteria, could be partial, prejudiced, inconsistent or ill-informed;

the concept of contingent pay is based on the assumption that performance is com- •
pletely under the control of individuals when in fact it is affected by the system in 
which they work;

contingent pay, especially performance-related pay schemes, can militate against quality  •
and teamwork.

A number of commentators have argued forcibly against contingent pay, especially in the form 
of performance-related pay. Two of the most prominent have been Alfi e Kohn and Jeffrey 
Pfeffer.

Kohn (1993) contended that fi nancial rewards ‘do not create lasting satisfaction; they merely 
and temporarily change what we do… rewards, like punishment, may actually undermine the 
intrinsic motivation that results in optimal performance’. Pfeffer (1998b) listed in the Harvard 
Business Review his fi fth and sixth myths of pay as follows:

 Myth # 5: Individual incentive pay improves performance. Reality: Individual incentive 
pay, in reality, undermines performance of both the individual and the organization. Many 
studies strongly suggest that this form of reward undermines teamwork, encourages a 
short-term focus, and leads people to believe that pay is not related to performance at all 
but to having the ‘right’ relationships and an ingratiating personality.

 Myth # 6: People work for money. Reality: People do work for money – but they work even 
more for meaning in their lives. In fact, they work to have fun. Companies that ignore this 
fact are essentially bribing their employees and will pay the price in a lack of loyalty and 
commitment.
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Another powerful argument against contingent pay is that it has proved diffi cult to manage. 
Organizations, including the Civil Service, rushed into performance-related pay (PRP) in the 
1980s without really understanding how to make it work. Inevitably problems of implementa-
tion arose. Studies such as those conducted by Bowey (1982), Kessler and Purcell (1992), 
Marsden and Richardson (1994) and Thompson (1992a, 1992b) have all revealed these diffi -
culties. Failures are usually rooted in implementation and operating processes, especially those 
concerned with performance management, the need for effective communication and involve-
ment, and line management capability.

The last factor is crucial. The success of contingent pay rests largely in the hands of line managers. 
They have to believe in it as something that will help them as well as the organization. They must 
also be good at practising the crucial skills of agreeing targets, measuring performance fairly and 
consistently, and providing feedback to their staff on the outcome of performance management 
and its impact on pay. Line managers can make or break contingent pay schemes.

Wright (1991) has summed it all up: ‘Even the most ardent supporters of performance-related 
pay recognize that it is diffi cult to manage well,’ and Oliver (1996) made the point that ‘per-
formance pay is beautiful in theory but diffi cult in practice’.

Conclusions on the effectiveness of contingent pay

A study by Brown and Armstrong (1999) into the effectiveness of contingent pay as revealed 
by a number of research projects produced two overall conclusions: 1) contingent pay cannot 
be endorsed or rejected universally as a principle, and 2) no type of contingent pay is univer-
sally successful or unsuccessful. They concluded their analysis of the research fi ndings by 
stating that ‘the research does show that the effectiveness of pay-for-performance schemes is 
highly context and situation-specifi c; and it has highlighted the practical problems which 
many companies have experienced with these schemes’.

Alternatives to contingent pay

The arguments against contribution pay set out above convince many people that it is unsat-
isfactory; but what is the alternative? One answer is to rely more on non-fi nancial motivators, 
but it is still necessary to consider what should be done about pay. The reaction in the 1990s to 
the adverse criticisms of PRP was to develop the concept of competency-related pay, which 
fi tted in well with the emphasis on competencies. This approach, as described later, in theory 
overcame some of the cruder features of PRP but still created a number of practical diffi culties 
and has never really taken off. In the late 1990s the idea of contribution-related pay emerged, 
as advocated by Brown and Armstrong (1999). This combines the output-driven focus of PRP 
with the input (competency) oriented focus of competency-related pay and has proved to be 
much more appealing than either performance- or competence-related pay.
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However, many people still have reservations about this approach from the viewpoint of 
achieving the fair and consistent measurement of contribution. So what are the alternatives? 
Team pay is often advocated because it removes the individualistic aspect of PRP and accords 
with the belief in the importance of teamwork, but although team pay is attractive, it is often 
diffi cult to apply and it still relies on performance measurement.

The traditional alternative is service-related pay, as described later in this chapter. This cer-
tainly treats everyone equally (and therefore appeals to trade unions) but pays people simply 
for being there, and this could be regarded as inequitable in that rewards take no account of 
relative levels of contribution. The other common alternative is a spot rate system, as described 
in Chapter 49. Most people, though, want and expect a range of base pay progression, however 
that is determined, and spot rates are not much used in larger organizations except for senior 
managers, shop fl oor and sales staff.

Criteria for success

In spite of the powerful arguments against contingent pay, many organizations and the people 
who work in them feel that it is right and proper that people who contribute more should be 
paid more. But to be ‘right and proper’ the process for deciding on who gets contingent pay 
when it is paid to individuals and teams and how much they get should be fair, consistent and 
in accordance with the principles of distributive justice, ie that people feel that they have been 
treated justly, that rewards have been distributed in accordance with their contribution, that 
they receive what was promised to them and they get what they need.

These are exacting criteria. If the objective is to make contingent pay an incentive, the criteria 
are even more exacting. These are as follows:

1. Individuals should have a clear line of sight between what they do and what they will get 
for doing it (see Figure 50.1). This expresses the essence of expectancy theory: that moti-
vation only takes place when people expect that their effort and contribution will be 
rewarded. The reward should be clearly and closely linked to accomplishment or effort – 
people know what they will get if they achieve defi ned and agreed targets or standards and 
can track their performance against them.

2. Rewards are worth having.

3. Fair and consistent means are available for measuring or assessing performance, compe-
tence, contribution or skill.

4. People must be able to infl uence their performance by changing their behaviour and 
developing their competences and skills.

5. The reward should follow as closely as possible the accomplishment that generated it.
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Effort Performance Results Measures Payment

Figure 50.1 Line of sight model

These are ideal requirements and few schemes meet them in full. That is why individual or team 
contingent pay arrangements as described below can often promise more than they deliver.

Performance-related pay

Methods of operating performance-related pay (PRP) vary considerably, but its typical fea-
tures are summarized in Figure 50.2 and described below.

Agreed
outcomes
(targets)

Performance
measures

Performance Rating Formula Performance
pay

Figure 50.2 Performance-related pay

Basis of scheme

Pay increases are related to the achievement of agreed results defi ned as targets or outcomes. 
Scope is provided for consolidated pay progression within pay brackets attached to grades or 
levels in a graded or career family structure, or zones in a broad-banded structure. Such 
increases are permanent – they are seldom if ever withdrawn. Alternatively or additionally, 
high levels of performance or special achievements may be rewarded by cash bonuses that are 
not consolidated and have to be re-earned. Individuals may be eligible for such bonuses when 
they have reached the top of the pay bracket for their grade, or when they are assessed as being 
fully competent, having completely progressed along their learning curve. The rate of pay for 
someone who reaches the required level of competence can be aligned to market rates accord-
ing to the organization’s pay policy.

Pay progression

The rate and limits of progression through pay ranges or brackets are typically but not inevi-
tably determined by performance ratings that are often made at the time of the performance 
management review but may be made separately in a special pay review. The e-reward 2004 
survey found that the average increase was 3.9 per cent.

A formula in the shape of a pay matrix is often used to decide on the size of increases. This 
indicates the percentage increase payable for different performance ratings according to the 
position of the individual’s pay in the pay range (see also Chapter 53).
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Pay progression in a graded structure is typically planned to decelerate through the grade for 
two reasons. First, it is argued in line with learning curve theory, that pay increases should be 
higher during the earlier period in a job when learning is at its highest rate. Second, it may be 
assumed that the central or reference point in a grade represents the market value of fully com-
petent people. According to the pay policy of the organization, this may be at or higher than 
the median. Especially in the latter case, it may be believed that employees should progress 
quite quickly to that level but, beyond it, they are already being paid well and their pay need 
not increase so rapidly. This notion may be reasonable, but it can be diffi cult to explain to 
someone why they get smaller percentage increases when they are performing well at the upper 
end of their scale.

Some organizations do not base PRP increases on formal ratings and instead rely on a general 
assessment of how much the pay of individuals should increase by reference to performance, 
potential, the pay levels of their peers and their ‘market worth’ (the rate of pay it is believed 
they could earn elsewhere).

Conclusions on PRP

PRP has all the advantages and disadvantages listed for contingent pay. Many people feel the 
latter outweigh the former. It has attracted a lot of adverse comment, primarily because of the 
diffi culties organizations have met in managing it. Contribution-related pay schemes are 
becoming more popular.

Competency-related pay

The main features of competency-related pay schemes are illustrated in Figure 50.3 and 
described below.

Agreed
competency
requirements

Competency
level

definitions

Evidence of
competency

level achieved
Rating or

assessment
Methodology Competency

pay

Figure 50.3 Competency-related pay

Basis of scheme

People receive fi nancial rewards in the shape of increases to their base pay by reference to the 
level of competence they demonstrate in carrying out their roles. It is a method of paying 
people for the ability to perform now and in the future. As in the case of PRP, scope is provided 
for consolidated pay progression within pay brackets attached to grades or levels in a narrow 
graded or career family structure, or zones in a broad-banded structure (competency pay is 
often regarded as a feature of such structures).
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Pay progression

The rate and limits of progression through the pay brackets can be based on ratings of compe-
tency using a pay matrix, but they may be governed by more general assessments of compe-
tency development.

Conclusions on competency-related pay

Competency-related pay is attractive in theory because it can be part of an integrated compe-
tency-based approach to HRM. However, the idea of competency-related pay raises two ques-
tions. The fundamental question is, ‘What are we paying for?’ Are we paying for competencies, 
ie how people behave, or competences, ie what people have to know and be able to do to 
perform well? If we are rewarding good behaviour then a number of diffi culties arise. It has 
been suggested by Sparrow (1996) that these include the performance criteria on which com-
petencies are based, the complex nature of what is being measured, the relevance of the results 
to the organization, and the problem of measurement. He concluded that ‘we should avoid 
over-egging our ability to test, measure and reward competencies’.

Other fundamental objections to the behavioural approach have been raised by Lawler (1993). 
He expresses concern about schemes that pay for an individual’s personality traits and empha-
sizes that such plans work best ‘when they are tied to the ability of an individual to perform a 
particular task and when there are valid measures available of how well an individual can 
perform a task’. He also points out that ‘generic competencies are not only hard to measure, 
they are not necessarily related to successful task performance in a particular work assignment 
or work role’.

This raises the second question: ‘Are we paying for the possession of competence or the use of 
competencies?’ Clearly it must be the latter. But we can only assess the effective use of compe-
tence by reference to performance. The focus is therefore on results and if that is the case, com-
petency-related pay begins to look suspiciously like performance-related pay. It can be said 
that the difference between the two in these circumstances is all ‘smoke and mirrors’. 
Competency-related pay could be regarded as a more acceptable name for PRP. Competency-
related pay sounds like a good idea but it has never been taken up to a great extent because of 
the problems mentioned above.

Contribution-related pay

Contribution-related pay, as modelled in Figures 50.4 and 50.5, is a process for making pay 
decisions based on assessments of both the outcomes of the work carried out by individuals 
and the inputs in terms of levels of competency that have infl uenced these outcomes. In other 
words, it pays not only for what they do but how they do it. Contribution-related pay focuses 
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on what people in organizations are there to do, that is, to contribute by their skill and efforts 
to the achievement of the purpose of their organization or team.

Outcomes
The results that

have been achieved

Contribution
The part played in
achieving a team or

corporate goal

Inputs
How the results

have been obtained

Figure 50.4 Contribution pay model (1)

Paying for past performance

Results

Paying for future success

Competency

Paying for contribution+ =

+

Figure 50.5 Contribution pay model (2)

The case for contribution-related pay was made by Brown and Armstrong (1999) as follows.

The case for contribution-related pay, Brown and Armstrong (1999)

Contribution captures the full scope of what people do, the level of skill and 
competence they apply and the results they achieve, which all contribute to the 
organization achieving its long-term goals. Contribution pay works by apply-
ing the mixed model of performance management: assessing inputs and 
outputs and coming to a conclusion on the level of pay for people in their roles 
and their work; both to the organization and in the market; considering both 
past performance and their future potential.
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Main features

Contribution-related pay rewards people for both their performance (outcomes) and their 
competency (inputs). Pay awards can be made as consolidated pay increases, but in some 
schemes there is also scope for cash bonuses. The features of contribution-related pay are illus-
trated in Figure 50.6.
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Figure 50.6 Contribution-related pay

A ‘pay for contribution’ scheme incorporating consolidated increases and cash bonuses devel-
oped for the Shaw Trust is modelled in Figure 50.7.
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£

Figure 50.7 Contribution-related pay model

Skill-based pay
Defi nition

Skill-based pay provides employees with a direct link between their pay progression and the 
skills they have acquired and can use effectively. It focuses on what skills the business wants to 
pay for and what employees must do to demonstrate them. It is therefore a people-based rather 
than a job-based approach to pay. Rewards are related to the employee’s ability to apply a wider 
range or a higher level of skills to different jobs or tasks. It is not linked simply with the scope 
of a defi ned job or a prescribed set of tasks.



826 Rewarding People

A skill may be defi ned broadly as a learnt ability that improves with practice in time. For skill-
based pay purposes, the skills must be relevant to the work. Skill-based pay is also known as 
‘knowledge-based pay’, but the terms are used interchangeably, knowledge being regarded 
loosely as the understanding of how to do a job or certain tasks.

Application

Skill-based pay was originally applied mainly to operatives in manufacturing fi rms, but it has 
been extended to technicians and workers in retailing, distribution, catering and other service 
industries. The broad equivalent of skill-based pay for managerial, professional and adminis-
trative staff and knowledge workers is competence-related pay, which refers to expected behav-
iour as well as, often, to knowledge and skill requirements. There is clearly a strong family 
resemblance between skill- and competence-related pay – each is concerned with rewarding 
the person as well as the job. But they can be distinguished both by the way in which they are 
applied, as described below, and by the criteria used.

Main features

Skill-based pay works as follows:

Skill blocks or modules are defi ned. These incorporate individual skills or clusters of  •
skills that workers need to use and which will be rewarded by extra pay when they have 
been acquired and the employee has demonstrated the ability to use them effectively.

The skill blocks are arranged in a hierarchy with natural break points between clearly  •
defi nable different levels of skills.

The successful completion of a skill module or skill block will result in an increment in  •
pay. This will defi ne how the pay of individuals can progress as they gain extra skills.

Methods of verifying that employees have acquired and can use the skills at defi ned  •
levels are established.

Arrangements for ‘cross-training’ are made. These will include learning modules and  •
training programmes for each skill block.

Conclusions

Skill-based pay systems are expensive to introduce and maintain. They require a considerable 
investment in skill analysis, training and testing. Although in theory a skill-based scheme will 
pay only for necessary skills, in practice individuals will not be using them all at the same time 
and some may be used infrequently, if at all. Inevitably, therefore, payroll costs will rise. If this 
increase is added to the cost of training and certifi cation, the total of additional costs may be 



Contingent Pay 827

considerable. The advocates of skill-based pay claim that their schemes are self-fi nancing 
because of the resulting increases in productivity and operational effi ciency. But there is little 
evidence that such is the case. For this reason, skill-based schemes have never been very popular 
in the UK and some companies have discontinued them.

Readiness for individual contingent pay

The 10 questions to be answered when assessing readiness for pay related to performance, 
competency, contribution or skill are:

 1. Is it believed that contingent pay will benefi t the organization in the sense of enhancing its 
ability to achieve its strategic goals?

 2. Are there valid and reliable means of measuring performance?

 3. Is there a competency framework and are there methods of assessing levels of competency 
objectively (or could such a framework be readily developed)?

 4. Are there effective performance management processes that line managers believe in and 
carry out conscientiously?

 5. Are line managers willing to assess performance or contribution and capable of doing 
so?

 6. Are line managers capable of making and communicating contingent pay decisions?

 7. Is the HR function capable of providing advice and guidance to line managers on manag-
ing contingent pay?

 8. Can procedures be developed to ensure fairness and consistency in assessments and pay 
decisions?

 9. Are employees and trade unions willing to accept the scheme?

10. Do employees trust management to deliver the deal?

Developing and implementing individual contingent 
pay

If it is decided to use individual contingent pay, the 10 steps required are as follows.
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Developing and implementing individual contingent pay

1. Assess readiness.

2. Analyse culture, strategy and existing processes, including the grade and pay struc-
ture, performance management and methods of progressing pay or awarding cash 
bonuses.

3. Decide which form of contingent pay is most appropriate.

4. Set out aims that demonstrate how contribution pay will help to achieve the organ-
ization’s strategic goals.

5. Communicate aims to line managers and staff and involve them in the develop-
ment of the scheme.

6. Determine how the scheme will operate.

7. Develop or improve performance management processes covering the selection of 
performance measures, decisions on competence requirements, methods of agree-
ing objectives, and the procedure for conducting joint reviews.

8. Pilot-test the scheme and amend as necessary.

9. Provide training to all concerned.

10. Launch the scheme and evaluate its effectiveness after the fi rst review.

Service-related pay

Service-related pay provides fi xed increments that are usually paid annually to people on the 
basis of continued service either in a job or a grade in a pay spine structure. Increments may 
be withheld for unacceptable performance (although this is rare) and some structures have a 
‘merit bar’ that limits increments unless a defi ned level of ‘merit’ has been achieved. This is the 
traditional form of contingent pay and is still common in the public and voluntary sectors and 
in education and the health service, although it has largely been abandoned in the private 
sector.

Arguments for

Service-related pay is supported by many unions because they perceive it as being fair – every-
one is treated equally. It is felt that linking pay to time in the job rather than performance or 
competence avoids the partial and ill-informed judgements about people that managers are 
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prone to make. Some people believe that the principle of rewarding people for loyalty through 
continued service is a good one. It is also easy to manage; in fact, it does not need to be managed 
at all.

Arguments against

The arguments against service-related pay are that:

it is inequitable in the sense that an equal allocation of pay increases according to  •
service does not recognize the fact that some people will be contributing more than 
others and should be rewarded accordingly;

it does not encourage good performance, indeed, it rewards poor performance  •
equally;

it is based on the assumption that performance improves with experience, but this is  •
not automatically the case;

it can be expensive – everyone may drift to the top of the scale, especially in times of low  •
staff turnover, but the cost of their pay is not justifi ed by the added value they provide.

The arguments against service-related pay have convinced most organizations, although some 
are concerned about managing any other form of contingent-pay schemes. They may also have 
to face strong resistance from their unions and can be unsure of what exit strategy they should 
adopt if they want to change. They may therefore stick with the status quo.

Summary of individual contingent pay schemes

The features, advantages, disadvantages and the appropriateness of individual contingent pay 
schemes and service-related pay are set out in Table 50.1.

Bonus schemes

Bonus schemes provide cash payments to employees that are related to the performance of 
themselves, their organization or their team, or a combination of two or more of these. Bonuses 
are often referred to as ‘variable pay’ or ‘pay-at-risk’.

A defi ning characteristic of a bonus is that it is not consolidated into base pay. It has to be re-earned, 
unlike increases arising from individual contingent pay schemes such as performance or contribu-
tion-related pay or pay related to service, which are consolidated. Such payments have been 
described as ‘gifts that go on giving’ on the grounds that a reward for, say, one year’s performance is 
continued in subsequent years even if the level of performance has not been sustained.
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Type of 
scheme

Main features Advantages Disadvantages When appropriate

Performance-
related pay

Increases to basic 
pay or bonuses are 
related to assess-
ment of 
performance

May motivate (but  •
this is uncertain)

Links rewards to  •
objectives

Meets the need to be  •
rewarded for 
achievement

Delivers message that  •
good performance is 
important and will 
be rewarded

May not motivate •
Relies on judgements  •
of performance, which 
may be subjective

Prejudicial to  •
teamwork

Focuses on outputs,  •
not quality

Relies on good per- •
formance management 
processes

Diffi cult to manage  •
well

For people who are likely to be  •
motivated by money

In organizations with a  •
performance-oriented culture

When performance can be  •
measured objectively

Competency-
related pay

Pay increases are 
related to the level 
of competence

Focuses attention on  •
need to achieve 
higher levels of 
competence

Encourages compe- •
tence development

Can be integrated  •
with other applica-
tions of competency-
based HR 
management

Assessment of compe- •
tence levels may be 
diffi cult

Ignores outputs  •
– danger of paying for 
competences that will 
not be used

Relies on well-trained  •
and committed line 
managers

As part of an integrated  •
approach to HRM where 
competencies are used across a 
number of activities

Where competence is a key  •
factor, where it may be inap-
propriate or hard to measure 
outputs

Where well-established  •
competency frameworks exist



831

Type of 
scheme

Main features Advantages Disadvantages When appropriate

Contribution-
related pay

Increases in pay or 
bonuses are related 
both to inputs 
(competence) and 
outputs 
(performance)

Rewards people not 
only for what they do 
but how they do it

As for both PRP and 
competence-related pay 
– it may be hard to 
measure contribution and 
it is diffi cult to manage 
well

When it is believed that a well-
rounded approach covering both 
inputs and outputs is appropriate

Skill-based pay Increments related 
to the acquisition of 
skills

Encourages and rewards 
the acquisition of skills

Can be expensive when 
people are paid for skills 
they don’t use

On the shop fl oor or in retail 
organizations

Service-related 
pay

Increments related 
to service in grade

No scope for bias, easy 
to manage

Fails to reward those who 
contribute more

Where this is a traditional 
approach and trade unions 
oppose alternatives

Table 50.1 continued
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Cash bonuses may be the sole method of providing people with rewards in addition to their 
base pay, or they may be paid on top of individual contingent pay. ‘Combination’ bonus 
schemes combine schemes for rewarding individual performance with those for rewarding 
either team or organizational performance.

Team-based pay

Team-based pay provides rewards to teams or groups of employees carrying out similar and 
related work that is linked to the performance of the team. Performance may be measured in 
terms of outputs and/or the achievement of service delivery standards. The quality of the 
output and the opinion of customers about service levels are also often taken into account.

Team pay is usually paid in the form of a bonus that is shared amongst team members in pro-
portion to their base rate of pay (much less frequently, it is shared equally). Individual team 
members may be eligible for competence-related or skill-based pay, but not for performance-
related pay.

Advantages and disadvantages of team pay

Advantages of team pay:

Encourages effective team working and cooperative behaviour. •

Clarifi es team goals and priorities. •

Enhances fl exible working within teams. •

Encourages multi-skilling. •

Provides an incentive for the team collectively to improve performance. •

Encourages less effective team members to improve to meet team standards. •

Disadvantages of team pay:

It only works in cohesive and mature teams. •

Individuals may resent the fact that their own efforts are not rewarded specifi cally. •

Peer pressure that compels individuals to conform to group norms could be  •
undesirable.

Conditions suitable for team pay

Team pay is more likely to be appropriate when:
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teams can be readily identifi ed and defi ned; •

teams are well-established; •

the work carried out by team members is interrelated – team performance depends on  •
the collective efforts of team members;

targets and standards of performance can be determined and agreed readily with team  •
members;

acceptable measurements of team performance compared with targets and standards  •
are available;

generally, the formula for team pay meets the criteria for performance pay. •

Organization-wide bonus schemes

Organization-wide bonus schemes pay sums of money to employees that are related to 
company or plant-wide performance. They are designed to share the company’s prosperity 
with its employees and thus to increase their commitment to its objectives and values. Because 
they do not relate reward directly to individual effort they are not effective as direct motiva-
tors, although gainsharing schemes can focus directly on what needs to be done to improve 
performance and so get employees involved in productivity improvement or cost-reduction 
plans. The two main types of schemes are gainsharing and profi t sharing.

Gainsharing

Gainsharing is a formula-based company- or factory-wide bonus plan that provides for 
employees to share in the fi nancial gains resulting from increases in added value or another 
measure of productivity. The link between their efforts and the payout can usefully be made 
explicit by involving them in analysing results and identifying areas for improvement.

Profi t sharing

Profi t sharing is the payment to eligible employees of sums in the form of cash or shares 
related to the profi ts of the business. The amount shared may be determined by a published or 
unpublished formula, or entirely at the discretion of management. Profi t sharing differs from 
gainsharing in that the former is based on more than improved productivity. A number of 
factors outside the individual employee’s control contribute to profi t, while gainsharing aims 
to relate its payouts much more specifi cally to productivity and performance improvements 
within the control of employees. It is not possible to use profi t sharing schemes as direct incen-
tives as for most employees the link between individual effort and the reward is so remote. But 
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they can increase identifi cation with the company and many organizations operate profi t 
sharing schemes because the management believes that it should share the company’s success 
with its employees.

Share ownership schemes

There are two main forms of share ownership plans: share incentive plans (SIPS) and save-as-
you-earn (SAYE) schemes. These can be HMRC-approved and, if so, produce tax advantages 
as well as linking fi nancial rewards in the longer term to the prosperity of the company.

Share incentive plans

Share incentive plans must be HMRC-approved. They provide employees with a tax-effi cient 
way of purchasing shares in their organization to which the employer can add ‘free’, ‘partner-
ship’ or ‘matching’ shares.

Save-as-you-earn schemes

Save-as-you-earn schemes must be HMRC-approved. They provide employees with the option 
to buy shares in the company in three, fi ve or seven years’ time at today’s price or a discount of 
up to 20 per cent of that price. Purchases are made from a savings account from which the 
employee pays an agreed sum each month. Income tax is not chargeable when the option is 
granted.

Choice of approach to contingent pay

The fi rst choice is whether or not to have contingent pay related to performance, competence, 
contribution or skill. Public or voluntary sector organizations with fi xed incremental systems 
(pay spines), where progression is solely based on service, may want to retain them because 
they do not depend on possibly biased judgements by managers and they are perceived as 
being fair – everyone gets the same – and easily managed. However, the fairness of such systems 
can be questioned. Is it fair for a poor performer to be paid more than a good performer 
simply for being there?

The alternative to fi xed increments is either spot rates or some form of contingent pay. Spot 
rate systems in their purest form are generally only used for senior managers, shop fl oor or 
retail workers, and in smaller organizations and new businesses where the need for formal 
practices has not yet been recognized.

If it is decided that a more formal type of contingent pay for individuals should be adopted, 
the choice is between the various types of performance, competency-related or contribution-
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related pay and skill-based pay, as summarized in Table 50.1. The alternative to individual con-
tingent pay is team pay. Pay related to organizational performance is another alternative, 
although some organizations have such schemes in addition to individual contingent pay. 
Bonuses may be paid in addition to or as an alternative to consolidated pay, and individual 
bonuses can be combined with team or organizational bonus schemes.

Contingent pay – key learning points

The basis of contingent pay

Contingent pay is concerned with answering 
the two fundamental reward management 
questions: 1) What do we value? 2) What are 
we prepared to pay for? Schemes are based 
on measurements or assessments.

Contingent pay as a motivator

Many people see contingent pay as the best 
way to motivate people. But it is simplistic 
to assume that it is only the extrinsic moti-
vators in the form of pay that create long-
term motivation. The total reward concept 
emphasizes the importance of non-fi nan-
cial rewards as an integral part of a com-
plete package.

Argument for contingent pay

The most powerful argument for contin-
gent pay is that those who contribute more 
should be paid more.

Arguments against contingent pay

The main arguments against contingent 
pay are: 1) the extent to which contingent 
pay schemes motivate is questionable – the 
amounts available for distribution are 
usually so small that they cannot act as an 
incentive, 2) the requirements for success 

are exacting and diffi cult to achieve, and 3) 
money by itself will not result in sustained 
motivation.

Alternatives to contingent pay

Service-related pay or spot rates.

Criteria for success

Individuals should have a clear line of sight 
between what they do and what they will get 
for doing it; the rewards are worth having; 
fair and consistent means are available for 
measuring or assessing performance, com-
petence, contribution or skill; people must 
be able to infl uence their performance; and 
the reward should follow as closely as possi-
ble the accomplishment that generated it.

Types of individual contingent pay

A summary of contingent pay schemes is 
given in Table 50.1.

Assess readiness

Consider the extent to which contingent pay 
will benefi t the organization, can be based 
on reliable methods of measuring perform-
ance and/or competency, can be managed 
effectively (by line managers and HR), will 
be accepted by trade unions and employees.
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Contingent pay – key learning points (continued)

Developing and implementing 
individual contingent pay

Assess readiness, analyse requirements, decide 
on most appropriate approach, defi ne aims, 
communicate aims, design scheme, develop-
ment assessment processes, pilot-test, provide 
training, and launch and evaluate the scheme.

Service-related pay

Service-related pay provides fi xed increments 
that are usually paid annually to people on 
the basis of continued service either in a job 
or a grade in a pay spine structure.

Bonus schemes

Bonus schemes provide cash payments to 
employees that are related to the perform-
ance of themselves, their organization or 
their team, or a combination of two or 
more of these. Bonuses are often referred to 
as ‘variable pay’ or ‘pay-at-risk’.

Team pay

Team-based pay provides rewards to teams 
or groups of employees carrying out similar 

and related work that is linked to the per-
formance of the team.

Organization-wide bonus schemes

These include profi t sharing, gainsharing 
and employee share schemes.

Choice of approach

If it is decided that a more formal type of 
contingent pay for individuals should be 
adopted, the choice is between the various 
types of performance, competency-related 
or contribution-related pay and skill-
based pay. The alternative to individual 
contingent pay is team pay. Pay related to 
organizational performance is another 
alternative, although some organizations 
have such schemes in addition to individ-
ual contingent pay. Bonuses may be paid 
in addition to or as an alternative to con-
solidated pay, and individual bonuses can 
be combined with team or organizational 
bonus schemes.
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Questions

1. Thompson (1998) commented that: ‘Research on the effi cacy of performance pay in 
delivering higher trust, commitment and motivation tends to suggest that at best indi-
vidual performance-related pay is neutral in its effects and at worst highly destructive.’ 
Give your reactions to this statement based on your own experience or understanding 
of the impact of performance pay.

2. You have been asked to talk for 30 minutes or so to a group of fi rst-year business man-
agement students at your local university about the arguments for and against perform-
ance-related pay. Prepare an outline of your talk, which should incorporate evidence 
from research or experience to support your case.

3. From a senior colleague: ‘I don’t believe that our performance-related pay scheme is 
working. I have just been involved in updating our competency framework and I have 
heard that such frameworks are being used by other organizations as the basis for pay 
related to competency. What do you think of this idea? I would be interested in any evi-
dence you can produce to support your views.’

4. From your chief executive: ‘Everyone extols the virtues of teams and there seem to be 
many good arguments against individual performance pay. We have many well-estab-
lished teams and we believe in good teamwork. What is the business case for team pay? 
Are there any reasons why we should not follow that route?’
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Reward management for directors and executives
Principles of corporate governance relating to remuneration of 
directors

The key principles of corporate governance as it affects the remuneration of directors, which 
emerged from various reviews, namely the Cadbury, Greenbury and Hampel Reports, are as 
follows:

Remuneration committees should consist exclusively of non-executive directors. Their  •
purpose is to provide an independent basis for setting the salary levels and the rules 
covering incentives, share options, benefi t entitlements and contract provisions for 
executive directors. Such committees are accountable to shareholders for the decisions 
they take and the non-executive directors who sit on them should have no personal 
fi nancial interests at stake. They should be constituted as sub-committees of company 
boards and boards should elect both the chairman and the members.

Remuneration committees must provide a remuneration package suffi cient to attract,  •
retain and motivate directors, but should avoid paying more than is necessary. They 
should be sensitive to wider issues, eg pay and employment conditions elsewhere in the 
company.

Remuneration committees should take a robust line on the payment of compensation  •
where performance has been unsatisfactory.

Performance-related elements should be designed to align the interests of directors and  •
shareholders.

Any new longer-term incentive arrangement should, preferably, replace existing execu- •
tive share option plans, or at least form part of an integrated approach that should be 
approved by shareholders.

The pension consequences and associated costs to the company of increases in base  •
salary should be considered.

Notice or service contract periods should be set at, or reduced to, a year or less. However,  •
in some cases periods of up to two years may be acceptable.

Elements of directors’ and senior executives’ pay

The main elements of directors’ and senior executives’ pay are basic pay, bonus or incentive 
schemes, share option and share ownership schemes.
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Basic pay

Decisions on the base salary of directors and senior executives are usually founded on largely 
subjective views about the market worth of the individuals concerned. Remuneration on 
joining the company is commonly settled by negotiation, often subject to the approval of a 
remuneration committee. Reviews of base salaries are then undertaken by reference to market 
movements and success as measured by company performance. Decisions on base salary are 
important not only in themselves but also because the level may infl uence decisions on the pay 
of both senior and middle managers. Bonuses are expressed as a percentage of base salary, 
share options may be allocated as a declared multiple of basic pay and, commonly, the pension 
will be a proportion of fi nal salary.

Bonus schemes

Virtually all major employers in the UK (90 per cent according to recent surveys by organiza-
tions such as Monks and Hay) provide annual incentive (bonus) schemes for senior executives. 
Bonus schemes provide directors and executives with cash sums based on the measures of 
company and, frequently, individual performance.

Typically, bonus payments are linked to achievement of profi t and/or other fi nancial targets 
and they are sometimes ‘capped’, ie a restriction is placed on the maximum amount payable. 
There may also be elements related to achieving specifi c goals and to individual performance.

Share option schemes

Many companies have share option schemes, which give directors and executives the right to 
buy a block of shares on some future date at the share price ruling when the option was granted. 
They are a form of long-term incentive on the assumption that executives will be motivated to 
perform more effectively if they can anticipate a substantial capital gain when they sell their 
shares at a price above that prevailing when they took up the option.

Executive restricted share schemes

Under such schemes free shares are provisionally awarded to participants. These shares do not 
belong to the executive until they are released or vested; hence they are ‘restricted’. The number 
of shares actually released to the executive at the end of a defi ned period (usually three or, less 
commonly, fi ve years) will depend on performance over that period against specifi c targets. 
Thereafter there may be a further retention period when the shares must be held, although no 
further performance conditions apply.



842 Rewarding People

Reward management for sales representatives

There are no hard-and-fast rules governing how sales representatives should be paid. It depends 
on the type of company, the products or services it offers its customers, and the nature of the 
sales process – how sales are organized and made. The different methods are described in Table 
51.1.

Table 51.1 Summary of payment and incentive arrangements for sales staff

Method Features Advantages Disadvantages When appropriate

Salary only Straight 
salary, no 
commission 
or bonus

Encourage 
customer service 
rather than high 
pressure selling; 
deal with the 
problem of staff 
who are working 
in a new or 
unproductive sales 
territory; protect 
income when sales 
fl uctuate for 
reasons beyond 
the individual’s 
control

No direct motiva-
tion through 
money; may 
attract under-
achieving people 
who are subsidized 
by high achievers; 
increases fi xed 
costs of sales 
because pay costs 
are not fl exed with 
sales results

When representing 
the company is 
more important 
than direct selling; 
staff have little 
infl uence on sales 
volume (they may 
simply be ‘order 
takers’); customer 
service is all-
important

Salary plus 
commission

Basic salary 
plus cash 
commission 
calculated as 
a percentage 
of sales 
volume or 
value

Direct fi nancial 
motivation is 
provided related 
to what sales staff 
are there to do, ie 
generate sales; but 
they are not 
entirely depend-
ent on commis-
sion – they are 
cushioned by their 
base salary

Relating pay to the 
volume or value of 
sales is too crude 
an approach and 
may result in staff 
going for volume 
by concentrating 
on the easier to sell 
products, not 
those generating 
high margins; may 
encourage high-
pressure selling as 
in some fi nancial 
services fi rms in 
the 1980s and 
1990s

When it is believed 
that the way to get 
more sales is to 
link extra money 
to results, but a 
base salary is still 
needed to attract 
the many people 
who want to be 
assured of a 
reasonable basic 
salary that will not 
fl uctuate but who 
still aspire to 
increase that salary 
by their own 
efforts
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Method Features Advantages Disadvantages When appropriate

Salary plus 
bonus

Basic salary 
plus cash 
bonus based 
on achieving 
and exceed-
ing sales 
targets or 
quotas and 
meeting 
other selling 
objectives

Provide fi nancial 
motivation but 
targets or objec-
tives can be fl exed 
to ensure that 
particular sales 
goals are achieved, 
eg high-margin 
sales, customer 
service

Do not have a 
clear line of sight 
between effort and 
reward; may be 
complex to 
administer; sales 
representative may 
fi nd them hard to 
understand and 
resent the use of 
subjective judge-
ments on per-
formance other 
than sales

When fl exibility in 
providing rewards 
is important; it is 
felt that sales staff 
need to be moti-
vated to focus on 
aspects of their 
work other than 
simply maximiz-
ing sales volume

Commission 
only

Only 
commission 
based on a 
percentage 
of sales 
volume or 
value is paid, 
there is no 
basic salary

Provide a direct 
fi nancial incentive; 
attract high 
performing sales 
staff; ensure that 
selling costs vary 
directly with sales; 
little direct 
supervision 
required 

Lead to high-pres-
sure selling; may 
attract the wrong 
sort of people who 
are interested only 
in money and not 
customer service; 
focus attention on 
high volume 
rather than 
profi tability

When sales 
performance 
depends mainly on 
selling ability and 
can be measured 
by immediate sales 
results; staff are 
not involved in 
non-selling 
activities; continu-
ing relationships 
with customers are 
relatively 
unimportant

Additional 
non-cash 
rewards

Incentives, 
prizes, cars, 
recognition, 
opportuni-
ties to grow

Utilize powerful 
non-fi nancial 
motivators

May be diffi cult to 
administer; do not 
provide a direct 
incentive

When it is believed 
that other 
methods of 
payment need to 
be enhanced by 
providing addi-
tional motivators

Table 51.1 continued
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Paying manual workers

The pay of manual workers takes the form of time rates, also known as day rates, day work, fl at 
rates or hourly rates. Incentive payments by means of payment-by-results schemes may be 
made on top of a base rate.

Time rates

These provide workers with a predetermined rate for the actual hours they work. Time rates 
on their own are most commonly used when it is thought that it is impossible or undesirable 
to use a payment-by-results system, for example in maintenance work. From the viewpoint of 
employees, the advantage of time rates is that their earnings are predictable and steady and 
they do not have to engage in endless arguments with rate fi xers and supervisors about piece 
rates or time allowances. The argument against them is that they do not provide a direct incen-
tive relating the reward to the effort or the results. Two ways of modifying the basic time rate 
approach are to adopt high day rates, as described below, or measured day work.

Time rates may take the form of what are often called ‘high day rates’. These are higher than the 
minimum time rate and may contain a consolidated bonus rate element. The underlying 
assumption is that higher base rates will encourage greater effort without the problems created 
when operating an incentive scheme. High day rates are usually above the local market rates, 
to attract and retain workers.

Payment-by-result schemes

Payment-by-result (PBR) schemes provide incentives to workers by relating their pay or, more 
usually, part of their pay to the number of items they produce or the time taken to do a certain 
amount of work. The main types of PBR or incentive schemes for individuals are piece work, 
work measured schemes, measured day work and performance-related pay. Team bonus 
schemes are an alternative to individual PBR and plant-wide schemes can produce bonuses 
that are paid instead of individual or team bonuses, or in addition to them. Each of these 
methods is described in Table 51.2, together with an assessment of their advantages and disad-
vantages for employers and employees, and when they are appropriate.
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Table 51.2 Comparison of shop fl oor payment-by-results schemes

Scheme Main features For employers For employees When appropriate

Advantages Disadvantages Advantages Disadvantages

Piece work Bonus directly 
related to output

Direct motiva-
tion; simple, 
easy to operate

Lose control 
over output; 
quality 
problems

Predict and 
control 
earnings in the 
short term; 
regulate pace 
of work 
themselves

More diffi cult 
to predict and 
control 
earnings in the 
longer term; 
work may be 
stressful and 
produce RSI

Fairly limited 
application to work 
involving unit 
production 
controlled by the 
person eg 
agriculture, garment 
manufacture

Work-
measured 
schemes

Work measure-
ment used to 
determine stand-
ard output levels 
over a period or 
standard times for 
job/tasks; bonus 
based by reference 
to performance 
ratings compared 
with actual 
performance or 
time saved

Provides what 
appears to be a 
‘scientifi c’ 
method of 
relating reward 
to performance; 
can produce 
signifi cant 
increases in 
productivity, at 
least in the short 
term

Schemes are 
expensive, 
time-consum-
ing and diffi cult 
to run and can 
too easily 
degenerate and 
cause wage drift 
because of loose 
rates

Appear to 
provide a more 
objective 
method of 
relating pay to 
performance; 
employees can 
be involved in 
the rating 
process to 
ensure fairness

Ratings are 
still prone to 
subjective 
judgement and 
earnings can 
fl uctuate 
because of 
changes in 
work require-
ments outside 
the control of 
employees

For short-cycle 
repetitive work 
where changes in 
the work mix or 
design changes are 
infrequent, down 
time is restricted, 
and management 
and supervision are 
capable of manag-
ing and maintain-
ing the scheme
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Scheme Main features For employers For employees When appropriate

Advantages Disadvantages Advantages Disadvantages

Measured day 
work

Pay fi xed at a high 
rate on the 
understanding that 
a high level of 
performance 
against work-
measured stand-
ards will be 
maintained

Employees are 
under an 
obligation to 
work at the 
specifi ed level of 
performance

Performance 
targets can 
become easily 
attained norms 
and may be 
diffi cult to 
change

High predict-
able earnings 
are provided

No opportuni-
ties for 
individuals to 
be rewarded in 
line with their 
own efforts

Everyone must be 
totally committed 
to making it work; 
high standards of 
work measurement 
are essential; good 
control systems to 
identify shortfalls 
on targets

Performance-
related pay

Payments on top 
of base rate are 
made related to 
individual assess-
ments of 
performance

Reward individ-
ual contribution 
without resource 
to work meas-
urement; 
relevant in high 
technology 
manufacturing

Measuring 
performance 
can be diffi cult; 
no direct 
incentive 
provided

Opportunity 
to be rewarded 
for own efforts 
without having 
to submit to a 
pressured PBR 
system

Assessment 
informing 
performance 
pay decisions 
may be biased, 
inconsistent or 
unsupported 
by evidence

As part of a reward 
harmonization 
(shop fl oor and 
staff) programme; 
as an alternative to 
work measured 
schemes or an 
enhancement of a 
high day rate system

Table 51.2 continued
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Scheme Main features For employers For employees When appropriate

Advantages Disadvantages Advantages Disadvantages

Group or 
team basis

Groups or teams 
are paid bonuses 
on the basis of 
their performance 
as indicated by 
work measure-
ment ratings or 
the achievement of 
targets

Encourage team 
co-operation 
and effort; not 
too 
individualized

Direct incentive 
may be limited; 
depends on 
good work 
measurement 
or the availabil-
ity of clear 
group output 
or productivity 
targets

Bonuses can be 
related clearly 
to the joint 
efforts of the 
group; fl uctua-
tions in 
earnings 
minimized

Depend on 
effective work 
measurement, 
which is not 
always avail-
able; individ-
ual effort and 
contribution 
not recognized

When team 
working is 
important and team 
efforts can be 
accurately meas-
ured and assessed; 
as an alternative to 
individual PBR if 
this is not effective

Factory wide 
bonuses

Bonuses related to 
plant performance 
– added value or 
productivity

Increase com-
mitment by 
sharing success

No direct 
motivation

Earnings 
increased 
without 
individual 
pressure

Bonuses often 
small and 
unpredictable

As an addition to 
other forms of 
incentive when 
increasing commit-
ment is important

Table 51.2 continued
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Rewarding special groups – key learning points

Elements of directors’ and senior 
executives’ pay

Basic pay, bonus schemes, share options, 
executive restricted share schemes.

Payment and incentive schemes for 
sales staff

Summarized in Table 51.1.

Types of payment for manual 
workers

The pay of manual workers takes the form 
of time rates, also known as day rates, day 
work, fl at rates or hourly rates. Incentive 

payments by means of payment-by-results 
schemes may be made on top of a base 
rate.

Payment-by-results schemes

Payment-by-result (PBR) schemes provide 
incentives to workers by relating their pay 
or, more usually, part of their pay to the 
number of items they produce or the time 
taken to do a certain amount of work. The 
main types of PBR or incentive schemes for 
individuals are piece work, work measured 
schemes, measured day work and perform-
ance-related pay.

Questions

1. What is the function of a remuneration committee?

2. What are the advantages and disadvantages for employers and employees of work-
measured payment by result schemes?

3. What are the main methods of rewarding sales staff?
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Employee Benefi ts, 

Pensions and Allowances

Key concepts and terms

Defi ned benefi t pension scheme  •
(fi nal salary)

Employee benefi ts •

Pension scheme •

Stakeholder pension •

Defi ned contribution pension  •
scheme (money purchase)

Flexible benefi ts •

Segmentation •

Total reward statement •

On completing this chapter you should be able to defi ne these key concepts. 
You should also know about:

Learning outcomes

Objectives of employee benefi ts •

Flexible benefi ts •

Types of pension scheme •

Total reward statement •

Main types of employee benefi ts •

What pension schemes provide •

Communicating pensions policies •

Types of allowances •
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Employee benefi ts

Employee benefi ts are elements of remuneration given in addition to the various forms of cash 
pay. They also include items that are not strictly remuneration such as annual holidays.

Objectives

The objectives of the employee benefi ts policies and practices of an organization are to:

provide a competitive total remuneration package that both attracts and retains high- •
quality employees;

provide for the personal needs of employees; •

increase the commitment of employees to the organization; •

provide for some people a tax-effi cient method of remuneration. •

Note that these objectives do not include ‘motivate employees’. This is because the normal ben-
efi ts provided by a business seldom make a direct and immediate impact on performance. 
They can, however, create more favourable attitudes towards the business, which can improve 
commitment and organizational performance in the longer term.

Main types of employee benefi ts

Benefi ts can be divided into the following categories:

Pension schemes: these are generally regarded as the most important employee benefi t  •
and are described in the next part of this chapter.

Personal security: these are benefi ts that enhance the individual’s personal and family  •
security with regard to illness, health, accident or life insurance.

Financial assistance: loans, house purchase schemes, relocation assistance and dis- •
counts on company goods or services.

Personal needs: entitlements that recognize the interface between work and domestic  •
needs or responsibilities, eg holidays and other forms of leave, child care, career breaks, 
retirement counselling, fi nancial counselling and personal counselling in times of crisis; 
fi tness and recreational facilities.

Company cars and petrol: still a much appreciated benefi t in spite of the fact that cars  •
are now more heavily taxed.

Other benefi ts that improve the standard of living of employees such as subsidized  •
meals, clothing allowances, refund of telephone costs, mobile phones (as a ‘perk’ rather 
than a necessity) and credit card facilities.
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Intangible benefi ts: characteristics of the organization that contribute to the quality of  •
working life and make it an attractive and worthwhile place in which to be employed.

Benefi ts provision

The CIPD 2008b reward survey established that some of the most popular benefi ts for all 
sectors were:

 Pensions – 97 per cent.
 25 days or more paid leave – 84 per cent.
 Childcare vouchers – 62 per cent.
 Life assurance – 59 per cent.
 Car allowance – 57 per cent.
 Health and well-being benefi ts – 57 per cent.
 Mobile phones – 54 per cent.
 Enhanced maternity/paternity leave – 54 per cent.

Company cars were popular in manufacturing and production (75 per cent of respondents) 
but did not appear in the top 10 benefi ts in other sectors.

Flexible benefi ts

Flexible benefi t schemes (sometimes called ‘cafeteria systems’) allow employees to decide, 
within certain limits, on the make-up of their benefi ts package. Schemes can provide for a 
choice within benefi ts or a choice between benefi ts. Employees are allocated an individual 
allowance to spend on benefi ts. This allowance can be used to switch between benefi ts, to 
choose new ones or to alter the rate of cover within existing benefi ts. Some core benefi ts such 
as sick pay may lie outside the scheme and cannot be ‘fl exed’. Employees can shift the balance 
of their total reward package between pay and benefi ts, either adding to their benefi ts allow-
ance by sacrifi cing salary or taking any unspent benefi t allowance as cash.

Segmentation

Segmentation involves the identifi cation of the special individuals or groups of employees 
who create the most value and providing them with an individualized (and better) reward 
package. It allows employers to tailor their reward programmes to the needs and wants of their 
employees of choice. However, segmentation can damage morale. It creates an elite group and 
may be perceived as a form of favouritism.

Taxation

It should be remembered that most benefi ts are taxable as ‘benefi ts in kind’, the notable excep-
tions being approved pension schemes, meals where these are generally available to employees, 
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car parking spaces, professional subscriptions and accommodation where this is used solely 
for performing the duties of the job.

Pensions

Pensions provide an income to employees when they retire and to their surviving dependant 
on the death of the employee, and deferred benefi ts to employees who leave. Schemes offered 
by organizations (occupational pensions), as distinct from state pensions, are funded by con-
tributions from the organization and usually, but not always, the employee. Pensions are the 
most signifi cant benefi t and are a valuable part of the total reward package, but they are perhaps 
the most complex part.

Why occupational pensions are provided

Pensions are provided because they demonstrate that the organization is a good employer con-
cerned about the long-term interests of its employees who want the security provided be a rea-
sonable pension when they retire. Good pension schemes help to attract and retain high-quality 
people by maintaining competitive levels of total remuneration. But they can be expensive and 
funding problems can arise, especially in defi ned benefi t (fi nal salary schemes).

What pension schemes provide

The range and level of benefi ts from pension schemes depend on the type of scheme and the 
level of contributions. In general, schemes provide the following benefi ts.

Pension scheme benefi ts

Benefi ts on retirement – these are related to the fi nal salary of individuals when  •
they retire or the amount that has been paid into a defi ned contribution scheme 
while the individuals were members.

Benefi ts on death – the pensions of widows or widowers and children are nor- •
mally related to the member’s anticipated pension; the most common fraction 
is half.

Benefi ts on leaving an employer – individuals leaving an employer can elect to  •
take one of the following options: a deferred pension from the occupational 
scheme they are leaving, the transfer of the pension entitlement from the present 
employer to the new employer (but this is not always possible), or refund of 
their contributions, but only if they have completed less than two years’ mem-
bership of the pension scheme.
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The main types of schemes are described below.

Defi ned benefi t (fi nal salary) schemes

The main features of a defi ned benefi t scheme are as follows.

Pension entitlement on retirement

On retiring, the employee is entitled to a pension that is calculated as a fraction of fi nal  •
salary (on retirement or an average of the last two or three years) multiplied by the 
length of pensionable service.

The maximum proportion of salary allowed by HMRC is two-thirds of fi nal salary after  •
40 years service.

The amount of the pension depends on the fi nal salary, the value of the annuity that  •
provides the pension and the accrual rate. The accrual rate refers to the fraction of fi nal 
salary that can be earned per year of service. When a pension is described as 1/60th it 
means that 40 years service would produce a two-thirds of fi nal salary pension, and 30 
years would produce a pension of half the fi nal salary. This is a fairly typical fraction in 
private sector fi rms.

Employer and employee contributions

Employer contributions can be a fi xed percentage of salary. Alternatively, the percentage 
increases with service or is a multiple of the employee’s contribution (eg the employer contrib-
utes 15 per cent if the employee contributes 5 per cent). Employee contribution rates vary con-
siderably, ranging from 3 to 15 per cent with a median of around 8 per cent.

Pension fund

Employee and employer contributions are paid into a combined fund, and there is no direct 
link between fund size and the pensions paid. The money remaining in the fund after any 
lump sums have been taken out is invested in an annuity to provide a regular income, the 
amount of which may be revised upwards periodically to compensate for infl ation.

Dependants

Dependants are entitled to a percentage of the employee’s pension entitlement if he or she dies 
during retirement or in service with the company.

Lump sum

Part of the pension may be exchanged for a tax-free lump sum up to a maximum under HMRC 
rules of 1/80th per year for up to 40 years service.
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Defi ned contribution (money purchase) schemes

The main features of defi ned contribution schemes are as follows.

Pension entitlement

The employee receives a pension on retirement that is related to the size of the fund accumu-
lated by the combined contributions of the employee and employer. The amount of the pension 
depends on the size of contributions, the rate of return on the investment of the accumulated 
fund, and the rate of return on an annuity purchased by the employer. It is not related to the 
employee’s fi nal salary.

Contributions

The employer contributes a defi ned percentage of earnings, which may be fi xed, age-related or 
linked to what the employee pays. The 2003 survey by the National Association of Pension 
Funds found that the level of employer contribution averages 6 per cent. The employee also 
contributes a fi xed percentage of salary.

Pension fund

The contributions are invested and the money is used at retirement to purchase a regular 
income, usually via an annuity contract from an insurance company. The retirement pension 
is therefore whatever annual payment can be purchased with the money accumulated in the 
fund for a member.

Members have individual shares of the fund, which represent their personal entitlements and 
which will directly determine the pensions they receive.

Dependants

Dependants receive death in service and death in retirement pensions.

Lump sum

One-quarter of the pension can be taken as a tax-free lump sum on retirement.

Comparison of defi ned benefi ts and defi ned contribution schemes
Defi ned benefi t

A guaranteed pension is provided to employees. •

Benefi ts are defi ned as a fraction of fi nal salary. •
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Employer costs are not fi xed or predictable. •

Employer takes fi nancial risk. •

Benefi ts are designed for long-serving employees. •

Early leavers lose. •

Defi ned contribution

The pension provided for the employee is uncertain. •

Benefi ts are purchased using an accumulation of contributions invested. •

Employer costs are fi xed and predictable. •

Employee takes fi nancial risk. •

Benefi ts are not designed for long-serving employees. •

Early leavers do not lose. •

Many companies are dubious about the fi nancial wisdom of fi nal salary provision. Defi ned 
benefi t schemes provide much more value to older and longer-serving employees but the costs 
involved and greater labour mobility have led some employers to question this emphasis, par-
ticularly in newer industries with young, high-turnover workforces.

However, defi ned benefi t schemes are still the most popular, especially in the public sector. The 
CIPD (2008b) Reward Survey found that 53 per cent of employers had such schemes while 22 
per cent had defi ned contribution schemes.

Stakeholder pension

A stakeholder pension is a government sponsored scheme, primarily designed for lower paid 
employees. Employers who do not provide a suitable pension scheme for their employees are 
required by law to offer access to a stakeholder scheme. A stakeholder pension is a defi ned con-
tribution arrangement that satisfi es certain conditions, designed to ensure that it provides 
good value for money and that members’ interests are protected. The most important provi-
sion is that contributions from members should be fl exible – they must be free to pay whatever 
contributions they wish, when they wish.

Communicating pensions policies

The pension benefi ts provided by employers should be developed as an important part of a 
coherent total reward package. Good schemes demonstrate that employers care about the 
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future security and well-being of their employees, and pensions are a valuable means of gaining 
and keeping employee commitment to the organization. Younger and more mobile employees 
are often indifferent to pensions but the older they get the more they are concerned, and these 
mature employees contribute largely to organizational success.

Careful consideration needs to be given to telling employees about the scheme. They need to 
know how it works and how it benefi ts them – it is too easy for employees to take pensions for 
granted. It is particularly important to communicate the reasons for any changes, and staff 
should be involved in discussing the reasons for the proposed arrangements and given the 
opportunity to comment on them.

Total reward statements

Employees tend not to appreciate the value of the benefi ts provided for them by their employ-
ers. To overcome this problem many companies are now issuing total reward statements that 
spell how much more the company provides for its employees than their pay.

Allowances

Allowances are paid in addition to basic pay for special circumstances (such as living in 
London) or features of employment (overtime, shifts or working unsocial hours). They may 
be determined unilaterally by the organization but they are often the subject of negotiation. 
The main types of allowances are:

Location allowances – London and large town allowances to compensate for higher  •
costs of living.

Overtime payments – most manual workers are eligible for paid overtime as well as  •
many staff employees up to management level. Higher-paid staff may receive time off 
in lieu if they work longer hours. Typically, organizations that make overtime payments 
give time and a half as an overtime premium from Monday to Saturday, with double 
time paid on Sundays and statutory holidays. Some fi rms also pay double time from 
around noon on Saturday. Work on major statutory holidays such as Christmas Day 
and Good Friday often attracts higher overtime premiums.

Shift payments are made at rates that usually vary according to the shift arrangement.  •
A premium of, say, one-third of basic pay may be given to people working nights, while 
those on an early or late day shift may receive less – say, one-fi fth of basic pay.

Working conditions allowances may be paid where the work is unpleasant. •

Subsistence allowances may be paid for accommodation and meals when working away  •
from home.
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Stand-by and call-out allowances may be made to those who have to be available to  •
come in to work when required.

Employee benefi ts, pensions and allowances –               
key learning points

Objectives of employee benefi ts

Provide a competitive total remu- •
neration package.

Provide for the personal needs of  •
employees.

Increase the commitment of  •
employees to the organization.

Provide for some people a tax-effi - •
cient method of remuneration.

Main types of employee benefi ts

Pensions, fi nancial assistance, personal 
needs, company cars.

Flexible benefi ts

Flexible benefi t schemes (sometimes called 
‘cafeteria systems’) allow employees to 
decide, within certain limits, on the make-up 
of their benefi ts package. Schemes can allow 
for a choice within benefi ts or a choice 
between benefi ts. Employees are allocated an 
individual allowance to spend on benefi ts. 
This allowance can be used to switch between 
benefi ts, to choose new ones, or to alter the 
rate of cover within existing benefi ts.

What pension schemes provide

Pensions provide an income to employees 
when they retire and to their surviving 

dependant/s on the death of the employee, 
and deferred benefi ts to employees who 
leave.

Types of pension scheme

The main types of pensions are defi ned 
benefi t pension schemes (fi nal salary), 
defi ned contribution pension schemes 
(money purchase) and stakeholder 
pensions.

Communicating pensions policies

Careful consideration needs to be given to 
telling employees about the scheme. They 
need to know how it works and how it ben-
efi ts them – it is too easy for employees to 
take pensions for granted.

Total reward statement

Employees tend not to appreciate the value 
of the benefi ts provided for them by their 
employers. To overcome this problem many 
companies are now issuing total reward 
statements that spell how much more the 
company provides for its employees than 
their pay.

Types of allowances

Location, overtime, shift, working condi-
tions, subsistence, stand-by.
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Questions

1. From your chief executive: ‘How does a fl exible benefi ts scheme work and how would 
we benefi t from introducing one?’

2. From the local paper: ‘We are running a section on employee benefi ts and pensions. 
Could you write a short piece on the differences between defi ned benefi t and defi ned 
contribution pension schemes and why many of the former are being abandoned?’

3. From the fi nance director: ‘I am sure most of our employees do not appreciate the value 
of the benefi ts they receive. What can we do to remedy this situation?’

Reference
CIPD (2008b) Reward Survey, CIPD, London
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Managing Reward Systems

Key concepts and terms

Added value •

Compa-ratio •

Pay matrix •

Attrition •

Mid-point management •

Total payroll budget •

On completing this chapter you should be able to defi ne these key concepts. 
You should also know about:

Learning outcomes

Reward forecasting •

Compa-ratio analysis •

Assessing added value •

Conducting individual pay  •
reviews

Managing the development of  •
reward systems

Communicating to employees •

Reward budgets •

Attrition analysis •

Conducting general pay reviews •

Reward procedures •

Devolution of pay decisions to  •
line managers
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Introduction

Reward management involves the management of complex systems. This is a demanding 
requirement involving control, evaluation, pay reviews, procedures, the allocation of responsi-
bility and communicating to employees, as explained in this chapter.

Controlling reward

The implementation of reward policies and procedures should be monitored and controlled 
to ensure that value for money is obtained. Control is easier if the grade and pay structure is 
well defi ned and clear guidelines exist on how it and the benefi ts arrangements should be 
managed. Control should be based on forecasts, budgets and costings, as described below, and 
by monitoring and evaluating the implementation of reward policies, as discussed in the next 
part of this chapter.

Reward forecasts

It is necessary to forecast future payroll costs taking into account the number of people 
employed and the impact of pay reviews and contingent pay awards. The cost implications of 
developments such as a revised job evaluation scheme, a new grade and pay structure or a fl ex-
ible benefi ts scheme also have to be forecast.

Reward budgets

Pay review budgets set out the increase in payroll costs that will result for either general or 
individual pay reviews and are used for cost forecasts generally and as the basis for the guide-
lines issued to line managers on conducting individual reviews.

Total payroll budgets are based on the number of people employed in different jobs and their 
present and forecast rates of pay. In a budgetary control system they are aggregated from the 
budgets prepared by departmental managers, but HR provides guidance on the allowances 
that should be made for pay increases. The aim is to maintain control over payroll costs and 
restrain managers from the temptation to overpay their staff.

Costing reward processes

Proposed changes to the reward system need to be costed for approval by senior management. 
The costs would include development costs such as consultants’ fees, software, literature, addi-
tional staff and, possibly, the opportunity costs arising when staff are seconded to a develop-
ment project.
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Implementation costs also have to be projected. A new grade and pay structure, for example, 
can easily result in an increase to the payroll of 3 or 4 per cent. New contingent pay schemes 
may also cost more, although the aim should be to make them self-fi nancing.

Monitoring and evaluating reward policies and 
practices

The effectiveness of reward policies and practices should be monitored and evaluated against 
the requirements of the organization. Evaluation should compare outcomes with the objec-
tives set for the new practice (this is why setting objectives for reward initiatives is so impor-
tant). Monitoring is carried out through compa-ratio analysis, attrition analysis, assessing 
added value and the use of attitude surveys.

Compa-ratio analysis

A compa-ratio (short for ‘comparative ratio’) measures the relationship in a graded pay struc-
ture between actual and policy rates of pay as a percentage. The policy value used is the mid-
point or reference point in a pay range, which represents the ‘target rate’ for a fully competent 
individual in any job in the grade. This point is aligned with market rates in accordance with 
the organization’s market stance.

Compa-ratios can be used to defi ne the extent to which pay policy is achieved (the relationship 
between the policy and actual rates of pay). The analysis of compa-ratios indicates what action 
may have to be taken to slow down or accelerate increases if compa-ratios are too high or too 
low compared with the policy level. This is sometimes called ‘midpoint management’. Compa-
ratios can also be used to measure where an individual is placed in a pay range and therefore 
provide information on the size of pay increases when a pay matrix is used, as described later 
in this chapter.

Compa-ratios are calculated as follows:

actual rate of pay

mid or reference point of range
× 100

A compa-ratio of 100 per cent means that actual pay and policy pay are the same. Compa-
ratios that are higher or lower than 100 per cent mean that, respectively, pay is above or below 
the policy target rate. For example, if the target (policy) rate in a range were £20,000 and the 
average pay of all the individuals in the grade were £18,000, the compa-ratio would be 90 per 
cent. Compa-ratios establish differences between policy and practice. The reasons for such dif-
ferences need to be established.
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Analysing attrition

Attrition or slippage takes place when employees enter jobs at lower rates of pay than the pre-
vious incumbents. If this happens payroll costs will go down, given an even fl ow of starters and 
leavers and a consistent approach to the determination of rates of pay. In theory attrition can 
help to fi nance pay increases within a range. It has been claimed that fi xed incremental systems 
can be entirely self-fi nancing because of attrition, but the conditions under which this can 
happen are so exceptional that it probably never happens.

Attrition can be calculated by the formula: total percentage increase to payroll arising from 
general or individual pay increases minus total percentage increase in average rates of pay. If it 
can be proved that attrition is going to take place, the amount involved can be taken into 
account as a means of at least partly fi nancing individual pay increases. Attrition in a pay 
system with regular progression through ranges, and a fairly even fl ow of starters and leavers, 
is typically between 2 and 3 per cent but this should not be regarded as a norm.

Assessing added value

Assessing the added value (ie the value for money) provided by existing practices or by new 
practices when they are implemented is a major consideration when monitoring and evaluat-
ing reward management processes. Evaluating the cost of innovations may lead to the recon-
sideration of proposals to ensure that they will provide added value. Evaluating the value for 
money obtained from existing reward practices leads to the identifi cation of areas for 
improvement.

Affordability is, or should be, a major issue when reviewing reward management develop-
ments and existing practices. Added value is achieved when the benefi ts of a reward practice 
either exceed its cost or at least justify the cost. At the development stage it is therefore neces-
sary to carry out cost/benefi t assessments. The two fundamental questions to be answered are, 
‘What business needs will this proposal meet?’ and ‘How will the proposal meet the needs?’ 
The costs and benefi ts of existing practices should also be assessed on the same basis.

Attitude surveys

An attitude survey is a valuable means of evaluating and monitoring reward practices by 
assessing the views of those at the receiving end of pay policies as a basis for taking action.

Conducting pay reviews

Pay reviews are general or ‘across-the-board’ reviews in response to movements in the cost of 
living or market rates, following pay negotiations with trade unions, individual reviews that 
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determine the pay progression of individuals in relation to their performance or contribution, 
or individual reviews. They are one of the most visible aspects of reward management (the 
other is job grading) and are an important means of implementing the organization’s reward 
policies and demonstrating to employees how these policies operate.

Employees expect that general reviews will maintain the purchasing power of their pay by 
compensating for increases in the cost of living. They will want their levels of pay to be com-
petitive with what they could earn outside. They will also want to be rewarded fairly and equi-
tably for the contribution they make.

General reviews

General reviews take place when employees are given an increase in response to general market 
rate movements, increases in the cost of living, or union negotiations. General reviews are 
often combined with individual reviews, but employees are usually informed of both the 
general and individual components of any increase they receive. Alternatively the general 
review may be conducted separately to enable better control to be achieved over costs and to 
focus employees’ attention on the performance-related aspect of their remuneration.

Some organizations have completely abandoned the use of across-the-board reviews. They 
argue that the decision on what people should be paid should be an individual matter, taking 
into account the personal contribution people are making and their ‘market worth’ – how they 
as individuals are valued in the marketplace. This enables the organization to adopt a more 
fl exible approach to allocating pay increases in accordance with the perceived value of indi-
viduals to the organization.

The steps required to conduct a general review

1. Decide on the budget.

2. Analyse data on pay settlements made by comparable organizations and rates of 
infl ation.

3. Conduct negotiations with trade unions as required.

4. Calculate costs.

5. Adjust the pay structure – by either increasing the pay brackets of each grade by the 
percentage general increase or by increasing pay reference points by the overall 
percentage and applying different increases to the upper or lower limits of the 
bracket, thus altering the shape of the structure.

6. Inform employees.
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Individual reviews

Individual pay reviews determine contingent pay increases or bonuses. The e-reward 2004 
survey of contribution pay found that the average size of contingent pay awards made by 
respondents was 3.3 per cent. Individual awards may be based on ratings, an overall assess-
ment that does not depend on ratings, or ranking, as discussed below.

Individual pay reviews based on ratings

Managers propose increases on the basis of their performance management ratings within a 
given pay review budget and in accordance with pay review guidelines. Forty-two per cent of 
the respondents to the CIPD 2003 performance management survey (Armstrong and Baron, 
2004) used ratings to inform contingent pay decisions. Approaches to rating were discussed in 
Chapter 38.

There is a choice of methods. The simplest way is to have a direct link between the rating and 
the pay increase, for example:

 Rating  Percentage increase
  A 6
  B 4
  C 3
  D 2
  E 0

A more sophisticated approach is to use a pay matrix, as illustrated in Table 53.1. This indicates 
the percentage increase payable for different performance ratings according to the position of 
the individual’s pay in the pay range. This is sometimes referred to as an individual ‘compa-
ratio’ and expresses pay as a percentage of the midpoint in a range. A compa-ratio of 100 per 
cent means that the salary would be at the midpoint.

Many people argue that linking performance management too explicitly to pay prejudices the 
essential developmental nature of performance management. However, realistically it is 
accepted that decisions on performance-related or contribution-related increases have to be 
based on some form of assessment. One solution is to ‘decouple’ performance management 
and the pay review by holding them several months apart, and 45 per cent of the respondents 
to the CIPD 2003 survey (Armstrong and Baron, 2004) separated performance management 
reviews from pay reviews (43 per cent of the respondents to the e-reward 2004 survey sepa-
rated the review). There is still a read-across but it is not so immediate. Some try to do without 
formulaic approaches (ratings and pay matrices) altogether, although it is impossible to dis-
sociate contingent pay completely from some form of assessment.
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Table 53.1 A pay matrix

Percentage pay increase according to performance rating and position in 
pay range (compa-ratio)

Rating Position in pay range

80%-90% 91%-100% 101%-110% 111%-120%

Excellent 12% 10% 8% 6%

Very effective 10% 8% 6% 4%

Effective 6% 4% 3% 0

Developing 4% 3% 0 0

Ineligible 0 0 0 0

Doing without ratings

Twenty-seven per cent of the respondents to the 2004 e-reward survey of contingent pay did 
without ratings. The percentage of respondents to the 2003 CIPD performance management 
survey who did not use ratings was 52 per cent (this fi gure is too high to be fully reliable and 
may have been infl ated by those who treat service-related increments, which do not depend on 
ratings, as contingent pay). One respondent to the e-reward survey explained that in the 
absence of ratings, the approach they used was ‘informed subjectivity’, which meant consider-
ing ongoing performance in the form of overall contribution.

Some companies adopt what might be called an ‘holistic’ approach. Managers propose where 
people should be placed in the pay range for their grade, taking into account their contribution 
and pay relative to others in similar jobs, their potential, and the relationship of their current 
pay to market rates. The decision may be expressed in the form of a statement that an indi-
vidual is now worth £30,000 rather than £28,000. The increase is 7 per cent, but what counts is 
the overall view about the value of a person to the organization, not the percentage increase to 
that person’s pay.

Ranking

Ranking is carried out by managers who place staff in a rank order according to an overall 
assessment of relative contribution or merit and then distribute performance ratings through 
the rank order. The top 10 per cent could get an A rating, the next 15 per cent a B rating, and 
so on. The ratings determine the size of the reward. A forced ranking or ‘vitality curve’ system 
may be used to compel managers to conform to predetermined proportions of staff in each 
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grade. But ranking depends on fair, consistent and equitable assessments, which cannot be 
guaranteed, and assumes that there is some sort of standard distribution of ability across the 
organization, which may not be the case.

Guidelines for managers on conducting individual pay reviews

Whichever approach is adopted, guidelines have to be issued to managers on how they should 
conduct reviews. These guidelines will stipulate that they must keep within their budgets and 
may indicate the maximum and minimum increases that can be awarded with an indication of 
how awards could be distributed, eg when the budget is 4 per cent overall, it might be sug-
gested that a 3 per cent increase should be given to the majority of their staff and the others 
given higher or lower increases as long as the total percentage increase does not exceed the 
budget. Managers in some companies are instructed that they must follow a forced pattern of 
distribution (a forced choice system) but only 8 per cent of the respondents to the 2003 CIPD 
survey (Armstrong and Baron, 2004) used this method. To help them to explore alternatives, 
managers may be provided with a spreadsheet that contains details of the existing rates of staff 
and which can be used to model alternative distributions on a ‘what if ’ basis. Managers may 
also be encouraged to ‘fi ne tune’ their pay recommendations to ensure that individuals are on 
the right track within their grade according to their level of performance, competence and 
time in the job compared with their peers. To do this, they need guidelines on typical rates of 
progression in relation to performance, skill or competence, and specifi c guidance on what 
they can and should do. They also need information on the positions of their staff in the pay 
structure in relation to the policy guidelines.

Conducting individual pay reviews

Steps required to conduct individual pay review

1. Agree budget.

2. Prepare and issue guidelines on the size, range and distribution of awards and on 
methods of conducting the review.

3. Provide advice and support.

4. Review proposals against budget and guidelines and agree modifi cations to them if 
necessary.

5. Summarize and cost proposals and obtain approval.

6. Update payroll.

7. Inform employees.
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It is essential to provide advice, guidance and training to line managers as required. Some 
managers will be confi dent and capable from the start. Others will have a lot to learn.

Reward procedures

Reward procedures deal with grading jobs, fi xing rates of pay and handling appeals.

Grading jobs

The procedures for grading jobs set out how job evaluation should be used to grade a new job 
or re-grade an existing one. A point-factor evaluation scheme that has defi ned grades may be 
used for all new jobs and to deal with requests for re-grading. However, an analytical matching 
process (see Chapter 47) may be used to compare the role profi les of the jobs to be graded with 
grade or level profi les, or profi les of benchmark jobs. This is likely to be the case in large organ-
izations and for broad-banded structures.

Fixing rates of pay on appointment

The procedure should indicate how much freedom line managers and HR have to pay above 
the minimum rate for the job. The freedom may be limited to, say, 10 per cent above the 
minimum or two or three pay points on an incremental scale. More scope is sometimes allowed 
to respond to market rate pressures or to attract particularly well-qualifi ed staff by paying up 
to the reference point or target salary in a pay range, subject to HR approval and bearing in 
mind the need to provide scope for contingent pay increases. If recruitment supplements or 
premiums are used, the rules for offering them to candidates must be clearly defi ned.

Promotion increases

The procedure will indicate what is regarded as a meaningful increase on promotion, often 10 
per cent or more. To avoid creating anomalies, the level of pay has to take account of what 
other people are paid who are carrying out work at a similar level and it is usual to lay down a 
maximum level that does not take the pay of the promoted employee above the reference point 
for the new range.

Appeals

It is customary to include the right to appeal against gradings as part of a job evaluation pro-
cedure. Appeals against pay decisions are usually made through the organization’s grievance 
procedure.
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Managing the development of reward systems

As Brown (2001) has noted: ‘Underneath the glossy jargon in the policy documentation, the 
reality is that changing pay and benefi ts practices is a sensitive, diffi cult and time-consuming 
exercise.’ As a senior reward practitioner explained to e-reward (2003):

A key challenge is getting the people in all of the different departments involved in the 
project – recruitment, employment policy, internal communications, human resources 
and reward – to work together. If change strategies do not carry everyone in the organi-
zation willingly forward, the process can be painful and even damaging. So it’s vital 
that the reward manager builds relationships with the right people. You need to get key 
individuals to work together without them feeling that they are losing control of their 
initiatives. Never underestimate the value of in-depth employee consultation. It is nec-
essary to spend money on professional research – market research, HR consultants to 
design and facilitate focus groups – as though you are conducting a market research 
exercise. Employees are consumers. You need to sell the initiative to them and help them 
understand why it is taking place.

Developing reward systems is indeed a complex process, as illustrated in Figure 53.1. 
Throughout the sequence of events shown there, it is essential to communicate with and 
involve the stakeholders – top management, line managers, employees and employee 
representatives.

Devolution to line managers of responsibility for 
reward

The trend is to devolve more authority to line managers for pay decisions dealing with pay 
increases awarded in periodical individual pay reviews and, less commonly, fi xing rates of pay 
on appointment or promotion. Authority is generally constrained by the requirement to keep 
within strictly defi ned budget limits. Line managers will be required to make decisions that are 
in accordance with policy guidelines. The amount of authority devolved can vary widely.

Reasons for devolution

The reasons for devolving more authority for pay decisions to line managers are as follows:

the trend generally to devolve more decision-making authority and accountability to  •
line managers;
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•  Present arrangements – strategy, policy, job evaluation, 
pay structure and levels, equal pay, contingent pay, 
performance management, benefits and pensions, procedures 
and administration

•  Problems – attraction and retention, motivation and 
performance, pay inequities, uncompetitive pay, grade drift, 
value for money not obtained from contingent pay and 
benefits expenditure, employee dissatisfaction 

For example:
•  reward strategy unclear or unaligned
•  incoherent approach to total reward
•  policy guidelines inappropriate or unclear
•  pay levels uncompetitive
•  equal pay not provided for
•  decayed job evaluation scheme
•  too many grades
•  contribution not rewarded properly
•  performance management processes not working
•  inflexible pay and benefits arrangement
•  poor communications to staff
•  lack of staff involvement
•  capability and commitment of line managers inadequate
•  professional expertise and quality of support provided by 

HR inadequate
•  poor cost control

For example:
•  develop or revise reward strategy and policy
•  develop total reward approach
•  replace job evaluation
•  conduct market rate analysis
•  design new grade and pay structure
•  conduct equal pay review
•  introduce contribution pay or revise existing arrangements
•  revise performance management processes
•  introduce flexible benefits
•  improve communications to staff
•  involve staff more in development process
•  improve budgeting and control procedures
•  train managers
•  improve quality of specialist HR advice

•  Plan
•  Involve
•  Communicate
•  Train

Analysis of strengths
and weaknesses

Diagnosis of 
cause of problems

Action plan

Implement

Figure 53.1 Development of reward system
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the belief that if managers are to be held accountable for the management of their  •
resources and the performance of their teams they ought to be given scope to deter-
mine, within the guidelines, how team members should be rewarded;

delayering in organizations has forced more decision making onto line managers; •

a generally more fl exible approach to reward management means that rigid centralized  •
control of pay is no longer appropriate;

line managers are close to individual employees and are in the best position to know  •
how they should be valued. 

Guidelines

Pay review guidelines can spell out the basis upon which decisions should be made and the 
way awards should be distributed. For example, it might be stated that the normal distribution 
of awards is as follows: 70 per cent receive the average reward of, say, 3 per cent; 20 per cent can 
be given an above average award of, say, between 4 per cent and 6 per cent; and 10 per cent can 
be given a below average reward. If the policy is to provide a reasonable amount of leeway, 
these guidelines might be treated as indicative only; managers would be able to recommend 
deviations from them as long as these were objectively justifi ed and the total amount awarded 
to their staff did not exceed the budget. In addition, the HR department usually monitors pro-
posed increases and asks managers to justify any deviations from the norm.

Guidelines on fi xing salaries may limit the discretion to pay more than a defi ned amount, eg 
up to 10 per cent above the pay range minimum, if this is believed to be necessary to attract 
someone or provide a person with an adequate promotion increase. Managers may have the 
right to make out a case for paying more.

Problems with devolution

The arguments for devolving more authority to line managers for pay decisions are powerful 
but there are a number of problems, namely:

the danger of managers making biased, unfair or ill-informed judgements is  •
increased;

it may become much more diffi cult to achieve a reasonable degree of consistency across  •
departments;

it is diffi cult to achieve the right balance between centralized direction and control (to  •
achieve consistency) and freedom for managers to make their own decisions.
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Dealing with the problems

It would be most unusual for any organization to give unlimited freedom to line managers. 
The least that can be done is to control payroll costs by requiring managers to keep within their 
budgets. Beyond that, in any organization where top management does not operate hands-on 
control of all decisions (which means almost every organization), there have to be some guide-
lines, such as those mentioned above and explained in more detail earlier in this chapter (fi xing 
rates of pay) and individual pay reviews. The culture of the organization and its management 
style will determine how exacting those guidelines will be but, if it is believed that devolution 
is desirable, then some freedom to act should be provided within the guidelines. However, it is 
still necessary for the HR department to monitor proposed increases. Such monitoring might 
have to be fairly tight when devolution fi rst takes place or for newly appointed managers, 
although it should be relaxed when it is believed that managers will act responsibly.

Communicating to employees

Transparency is important. Employees need to know how reward policies will affect them and 
how pay and grading decisions have been made. They need to be convinced that the system is 
fair.

Communicating to employees collectively

Employees and their representatives should be informed about the guiding principles and pol-
icies that underpin the reward system and the reward strategies that drive it. They should 
understand the grade and pay structure, how grading decisions are made, including the job 
evaluation system, how their pay can progress within the structure, the basis upon which con-
tingent pay increases are determined, and policies on the provision of benefi ts including details 
of a fl exible benefi ts scheme if one is available.

Communicating to individual employees

Individual employees should understand how their grade, present rate of pay and pay increases 
have been determined and the pay opportunities available to them – the scope for pay progres-
sion and how their contribution will be assessed through performance management. They 
should be informed of the value of the benefi ts they receive so that they are aware of their total 
remuneration and, if appropriate, how they can exercise choice over the range or scale of their 
benefi ts through a fl exible benefi ts scheme.
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Managing reward systems – key learning points

Reward forecasting

It is necessary to forecast future payroll 
costs, taking into account the number of 
people employed and the impact of pay 
reviews and contingent pay awards.

Reward budgets

Pay review budgets set out the increase in 
payroll costs that will result for either 
general or individual pay. Total payroll 
budgets are based on the number of people 
employed in different jobs and their present 
and forecast rates of pay.

Compa-ratio analysis

Compa-ratios can be used to defi ne the 
extent to which pay policy is achieved (the 
relationship between the policy and actual 
rates of pay) The analysis of compa-ratios 
indicates what action may have to be taken 
to slow down or accelerate increases if 
compa-ratios are too high or too low com-
pared with the policy level.

Attrition analysis

Attrition can be calculated by the formula: 
total percentage increase to payroll arising 
from general or individual pay increases 
minus total percentage increase in average 
rates of pay. If it can be proved that attrition is 
going to take place, the amount involved can 
be taken into account as a means of at least 
partly fi nancing individual pay increases.

Assessing added value

Assessing the added value (ie the value for 
money) provided by existing practices or 

by new practices when they are imple-
mented is a major consideration when 
monitoring and evaluating reward man-
agement processes.

Conducting general pay reviews

General reviews take place when employees 
are given an increase in response to general 
market rate movements, increases in the 
cost of living, or union negotiations. The 
steps are:

1. Decide on the budget.

2. Analyse data on pay settlements.

3. Conduct negotiations with trade 
unions.

4. Calculate costs.

5. Adjust the pay structure.

6. Inform employees.

Conducting individual pay reviews

1. Agree budget.

2. Prepare and issue guidelines on the size, 
range and distribution of awards and on 
methods of conducting the review.

3. Provide advice and support.

4. Review proposals against budget and 
guidelines and agree modifi cations to 
them if necessary.

5. Summarize and cost proposals and 
obtain approval.

6. Update payroll.

7. Inform employees.
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Questions

1. From a member of your CIPD branch: ‘I have just been asked to take on responsibility 
for reward management. One of the things my predecessor mentioned was the impor-
tance of keeping the midpoint management system going. Can you please tell me what 
midpoint and midpoint management are and why they are important?’

2. From the director of fi nance: ‘Please tell me what steps can be taken to control the ever-
increasing costs arising from our pay arrangements. As a local authority we seem to be 
landed with a fi xed incremental system which, as labour turnover is low, means that the 
majority of people are at or near the top of their scale without, as I see it, necessarily 
having earned it in terms of value-adding performance’.

3. From the chief executive: ‘What are the arguments for and against instituting a fi xed dis-
tribution system for performance ratings to improve our ability to control payroll 
costs?’

4. From the director of personnel: ‘Please let me know how you propose to ensure that the 
introduction of our new broad-graded pay structure runs smoothly.’

Managing reward systems – key learning points (continued)

Reward procedures

Reward procedures deal with grading jobs, 
fi xing rates of pay and handling appeals.

Managing the development of 
reward systems

See Figure 53.1.

Devolution of pay decisions to line 
managers

The trend is to devolve more authority to 
line managers for pay decisions dealing 

with pay increases awarded in periodical 
individual pay reviews and, less commonly, 
fi xing rates of pay on appointment or pro-
motion. But it is necessary to ensure that 
decisions are fair and consistent.

Communicating to employees

Transparency is important. Employees need 
to know how reward policies will affect 
them and how pay and grading decisions 
have been made. They need to be convinced 
that the system is fair.
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Part X
Employee Relations

Employee or employment relations are concerned with generally managing the 

employment relationship with particular reference to terms and conditions of employ-

ment, issues arising from employment, providing employees with a voice and commu-

nicating with employees. Employees are dealt with either directly or through collective 

agreements where trade unions are recognized.

Employee relations cover a wider spectrum of the employment relationship than 

industrial relations, which are essentially about what goes on between management 

and trade union representatives and offi cials. This wider defi nition recognizes the 

move away from collectivism towards individualism in the ways in which employees 

relate to their employers.
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55. Employee relations processes 905
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57. Employee communications 949
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54
The Employee Relations 

Framework

Key concepts and terms

Collective bargaining •

Conjunctive bargaining •

Cooperative bargaining •

Custom and practice •

Distributive bargaining •

Employee relations •

Industrial relations •

Integrative bargaining •

Internal regulation •

Job regulation •

Mutuality •

Pluralist view •

Procedural rules •

Social partnership •

Stakeholder theory •

Substantive rules •

Unitary view •

Voluntarism •

On completing this chapter you should be able to defi ne these key concepts. 
You should also know about:

Learning outcomes

The elements of employee relations •

Regulations and rules in  •
industrial relations

Unitary and pluralist views of  •
employee relations

Individualism and collectivism •

The HRM approach to employee  •
relations

Developments in industrial relations •

Industrial relations as a system of  •
rules

Collective bargaining •

Social partnership •

Voluntarism •

The context of industrial relations •

The parties to employee relations •

 877
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Introduction

Employee or employment relations are concerned with managing and maintaining the employ-
ment relationship, which involves handling the pay–work bargain, dealing with employment 
practices, terms and conditions of employment, issues arising from employment, providing 
employees with a voice and communicating with employees. They consist of the approaches 
and methods adopted by employers to deal with employees either collectively through their 
trade unions or individually.

The term ‘employee relations’ encompasses that of industrial relations, which are about rela-
tionships between managements and trade unions involving collective agreements, collective 
bargaining, disputes resolution and dealing with issues concerning the employment relation-
ship and the working environment. The processes involved in industrial relations are dealt 
with in Chapter 55.

The purpose of this chapter is to provide a general introduction to the complex subject of 
employee relations, the elements of which are discussed below.

The basis of employee relations

Employee relations are basically about the pay–work bargain – the agreement made between 
employers and employees whereby the former undertakes to pay for the work done by the 
latter. Fundamentally, many employers simply want employees who will do what they are told 
without costing too much. They want engagement and commitment. In contrast, employees 
want a say in how much they are rewarded, their terms and conditions of employment and the 
way in which their work is organized. They want good working conditions, security of employ-
ment, a healthy and safe working environment and the scope to raise and resolve grievances. 
Confl icts of interest can arise between employers and employees on these issues, and these 
confl icts are resolved by the various employee relations processes described in this chapter and 
Chapter 55.

Parties to the employment relationship

As Farnham (2000) puts it, employee relations deal with the interactions amongst the parties 
to the employment relationship. These consist of three groups: employers and employees, the 
parties who act on their behalf (trade unions and employer associations) and the third-party 
role played by the state agencies and the EU institutions. He points out that within organiza-
tions employee relations practices are the product of a number of factors, namely:

the interests of the buyers and sellers of labour services (or human resources skills); •

the agreements and rules made by them and their agents; •
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the confl ict-resolving processes that are used; •

the external infl uences affecting the parties making employment decisions. •

Purpose of employee relations

The purpose of employee relations is to provide for effective and consistent procedures for 
rule-making, consistency in dealing with employee relations issues, fairness, processes that can 
affect and improve employee behaviour or mechanisms to resolve differences/disputes. The 
value-added outcomes that can result from good employee relations include improved morale 
and commitment, fewer grievances, productivity increases and better control of labour costs.

Elements of employee relations

The elements of employee relations are summarized below.

Elements of employee relations

The formal and informal employment policies and practices of the  •
organization.

The development, negotiation and application of formal systems, rules and pro- •
cedures for collective bargaining, handling disputes and regulating employ-
ment. These serve to determine the reward for effort and other conditions of 
employment, to protect the interests of both employees and their employers, 
and to regulate the ways in which employers treat their employees and how the 
latter are expected to behave at work.

The bargaining structures, recognition and collective agreements and practices  •
that have evolved to enable the formal system to operate.

Policies and practices for employee voice and communications. •

The informal as well as the formal processes that take place in the shape of con- •
tinuous interactions between managers and team leaders or supervisors on the 
one hand and employee representatives and individuals on the other. These may 
happen within the framework of formal agreements but are often governed by 
custom and practice and the climate of relationships that has been built up over 
the years.

The philosophies and policies of the major players in the industrial relations  •
scene: the government of the day, management and the trade unions.
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The chapter concentrates on the industrial relations aspects of employee relations. Other 
aspects of employee relations are dealt with in Chapters 55 to 57. Industrial relations theory is 
strongly infl uenced by the concept that it is based on a system of rules, as described below.

Industrial relations as a system of rules

The systems theory of industrial relations, as propounded by Dunlop (1958), states that indus-
trial relations can be regarded as a system or web of rules regulating employment and the ways 
in which people behave at work. According to this theory, the role of the system is to produce 
the regulations and procedural rules that govern how much is distributed in the bargaining 
process and how the parties involved, or the ‘actors’ in the industrial relations scene, relate to 
one another. Dunlop explained that the output of the system takes the following form.

Output of the industrial relations system, Dunlop (1958)

The regulations and policies of the management hierarchy; the laws of any 
worker hierarchy; the regulations, degrees, decisions, awards or orders of gov-
ernmental agencies; the rules and decisions of specialized agencies created by 
the management and worker hierarchies; collective bargaining arrangements 
and the customs and traditions of the workplace and work community.

SO
U

RC
E 

RE
V

IE
W

A number of parties, each with different roles. These consist of the state, man- •
agement, employer’s organizations, the trade unions, individual managers and 
supervisors, HR managers, employee representatives or shop stewards and 
employees.

The legal framework. •

A number of institutions such as in the UK, the Advisory, Conciliation and  •
Arbitration Service (ACAS) and the employment tribunals.

The Directives produced by the EC. •
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The system is expressed in many formal or informal guises: in legislation and statutory orders, 
in trade union regulations, in collective agreements and arbitration awards, in social conven-
tions, in managerial decisions, and in accepted ‘custom and practice’. The ‘rules’ may be defi ned 
and coherent, or ill-defi ned and incoherent. Within a plant the rules may mainly be concerned 
with doing no more than defi ning the status quo that both parties recognize as the norm from 
which deviations may be made only by agreement. In this sense, therefore, an industrial rela-
tions system is a normative system where a norm can be seen as a rule, a standard, or a pattern 
for action that is generally accepted or agreed as the basis upon which the parties concerned 
should operate. Trade unions will always be anxious to preserve any aspects of custom and 
practice benefi cial to their members and resist attempts by management to make changes.

Criticisms of the system of rules theory

However, the systems theory of industrial relations has been criticized. Kochan et al (1986) see 
a more active as opposed to merely adaptive role for management because they are in a strong 
position to exercise strategic choice. They also believe that there are more interrelated levels of 
industrial relations. In addition to the functional level of collective bargaining there is the stra-
tegic (corporate) level and the workplace level (supervisory style, participation, job design and 
work organization). Because these work levels interact and, because different ideologies domi-
nate each level, instability and confl ict are inevitable. It is only at the functional level, ie the 
level of collective bargaining, that there is a need for a collective ideology to bind the system 
together.

Schilstra (1998) criticized the Dunlop systems theory because behavioural factors are virtually 
absent, it concentrates on rules and procedures as outputs and does not explain how the rules 
are determined, and the focus on rules and job regulation as the outputs of the system concen-
trates on accommodation and equilibrium, not on confl ict and change.

The theory is right to emphasize the importance of rules in the context of traditional indus-
trial relations and, as described below, they still play a signifi cant role. But it does not suffi -
ciently take into account the distribution of power between management and trade unions nor 
the impact of the state. Neither does it adequately explain the role of the individual in indus-
trial relations.

Regulations and rules in industrial relations

Job regulation aims to provide a framework of minimum rights and rules. These may provide 
for internal or external regulation, contain substantive or procedural rules or be expressed in 
the form of collective agreements or custom and practice, as described below.
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Internal and external regulation

Internal regulation is concerned with procedures for dealing with grievances, redundancies, or 
disciplinary problems, and rules concerning the operation of the employment relationship 
and the rights of shop stewards. External regulation is carried out by means of employment 
legislation, the rules of trade unions and employers’ associations, and the regulative content of 
procedural or substantive rules and agreements.

Substantive and procedural rules

Substantive rules settle the rights and obligations attached to jobs. It is interesting to note that 
in the UK, the parties to collective agreements have tended to concentrate more on procedural 
than on substantive rules. In the United States, where there is greater emphasis on fi xed-term 
agreements, the tendency has been to rely more on substantive rules.

Procedural rules are intended to regulate relationships, especially those involving confl ict, 
between the parties to collective bargaining, and when their importance is emphasized, a 
premium is being placed on industrial peace.

Collective agreements

A collective agreement is a formal agreement between management and trade unions dealing 
with terms and conditions of employment or other aspects of the relationships between the 
two parties. The forms of collective agreement are described in Chapter 55.

Custom and practice

The term ‘custom and practice’ refers to the unwritten rules on how industrial relations and 
employment issues should be dealt with that have been built up and accepted by management 
and the trade unions over time. Custom and practice is an implied contractual term when it 
meets the following criteria: 1) the practice is defi nite and can be defi ned, 2) it is reasonable to 
all the parties concerned, and 3) it is applied so that the parties to employee relations know the 
practice exists. Once established, trade unions generally want to hang onto custom and prac-
tice. If management wants to change it, they expect something in return.

Collective bargaining

The industrial relations system is regulated by collective bargaining, defi ned by Flanders (1970) 
as a social process that ‘continually turns disagreements into agreements in an orderly 
fashion’.
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Collective bargaining is the establishment by negotiation and discussion of agreement on 
matters of mutual concern to employers and unions covering the employment relationship 
and terms and conditions of employment. It therefore provides a framework within which the 
views of management and unions about disputed matters that could lead to industrial disor-
der can be considered, with the aim of eliminating the causes of the disorder. Collective bar-
gaining is a joint regulating process, dealing with the regulation of management in its 
relationships with work people as well as the regulation of conditions of employment. It has a 
political as well as an economic basis – both sides are interested in the distribution of power 
between them as well as the distribution of income.

Collective bargaining can be regarded as an exchange relationship in which wage–work bar-
gains take place between employers and employees through the agency of a trade union. 
Traditionally, the role of trade unions as bargaining agents has been perceived as being to offset 
the inequalities of individual bargaining power between employers and employees in the 
labour market.

Collective bargaining can also be seen as a political relationship in which trade unions, as 
Chamberlain and Kuhn (1965) noted, share industrial sovereignty or power over those who 
are governed, the employees. The sovereignty is held jointly by management and union in the 
collective bargaining process.

Above all, collective bargaining is a power relationship that takes the form of a measure of 
power-sharing between management and trade unions (although recently the balance of 
power has shifted markedly in the direction of management).

Bargaining power

The extent to which industrial sovereignty is shared by management with its trade unions (if 
at all) depends upon the relative bargaining powers of the two parties. Bargaining power can 
be defi ned as the ability to induce the other side to make a decision or take a course of action 
that it would otherwise be unwilling to make. Each side is involved in guessing the bargaining 
preferences and bargaining power of the other side.

As Fox and Flanders (1969) commented: ‘Power is the crucial variable which determines the 
outcome of collective bargaining’. It has been suggested by Hawkins (1979) that a crucial test 
of bargaining power is ‘whether the cost to one side in accepting a proposal from the other is 
higher than the cost of not accepting it’. Singh (1989) has pointed out that bargaining power is 
not static but varies over time. He also noted that:

Bargaining power is inherent in any situation where differences have to be reconciled. 
It is, however, not an end in itself and negotiations must not rely solely on bargaining 
power. One side may have enormous bargaining power, but to use it to the point where 
the other side feels that it is impossible to deal with such a party is to defeat the purpose 
of negotiations.



884 Employee Relations

Atkinson (1989) asserts that:

What creates bargaining power can be appraised in terms of subjective assessments by  •
individuals involved in the bargaining process.

Each side can guess the bargaining preferences and bargaining power of the other  •
side.

There are normally a number of elements creating bargaining power. •

Forms of collective bargaining

Collective bargaining takes two basic forms, as identifi ed by Chamberlain and Kuhn (1965).

1. Conjunctive bargaining, which ‘arises from the absolute requirement that some agree-
ment – any agreement – may be reached so that the operations on which both are depend-
ent may continue’, results in a ‘working relationship in which each party agrees, explicitly 
or implicitly, to provide certain requisite services, to recognize certain seats of authority, 
and to accept certain responsibilities in respect of each other’. In other words, both parties 
are seeking to reach agreement. 

2. Cooperative bargaining, in which it is recognized that each party is dependent on the 
other and can achieve its objectives more effectively if it wins the support of the other.

Walton and McKersie (1965) made the distinction between distributive bargaining, defi ned as 
the ‘complex system of activities instrumental to the attainment of one party’s goals when they 
are in basic confl ict with those of the other party’, and integrative bargaining, defi ned as the 
‘system of activities which are not in fundamental confl ict with those of the other party and 
which therefore can be integrated to some degree’. These activities aim to defi ne ‘an area of 
common concern, a purpose’.

The unitary and pluralist views

There are two basic views expressed about the basis of the relationship between management 
and trade unions in particular or employees in general: the unitary and the pluralist perspec-
tives (a concept originally developed by Fox, 1966).

The unitary view

The unitary view is one typically held by management who see their function as that of direct-
ing and controlling the workforce to achieve economic and growth objectives. To this end, 
management believes that it is the rule-making authority. Management tends to view the 
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enterprise as a unitary system with one source of authority – itself – and one focus of loyalty 
– the organization. It extols the virtue of teamwork, where everyone strives jointly to a common 
objective, everyone pulls their weight to the best of their ability, and everyone accepts their 
place and function gladly, following the leadership of the appointed manager or supervisor. 
These are admirable sentiments, but they sometimes lead to what McClelland (1963) referred 
to as an orgy of ‘avuncular pontifi cation’ on the part of the leaders of industry.

The unitary view, which is essentially autocratic and authoritarian, has sometimes been 
expressed in agreements as ‘management’s right to manage’. The philosophy of HRM with its 
emphasis on commitment and mutuality owes much to the unitary perspective.

It was claimed by Edwards (1990) in line with labour process theory, that relationships between 
capital and labour are ones of ‘structured antagonism’. Although as the revisionist labour 
process theorists Thompson and Harley (2007) comment: ‘In the employment relationship 
there will always be (actual and potential) confl ict, but simultaneously there will be shared 
interests.’

The pluralist view

The pluralist view, as described by Fox (1966), is that an industrial organization is a plural 
society, containing many related but separate interests and objectives that must be maintained 
in some kind of equilibrium. In place of a corporate unity refl ected in a single focus of author-
ity and loyalty, management has to accept the existence of rival sources of leadership and 
attachment. It has to face the fact that in Drucker’s (1951) view, a business enterprise has a 
triple personality: it is at once an economic, a political and a social institution. In the fi rst, it 
produces and distributes incomes. In the second, it embodies a system of government in which 
managers collectively exercise authority over the managed, but are also themselves involved in 
an intricate pattern of political relationships. Its third personality is revealed in the organiza-
tion’s community, which evolves from below out of face-to-face relations based on shared 
interests, sentiments, beliefs and values among various groups of employees.

Pluralism conventionally regards the workforce as being represented by ‘an opposition that 
does not seek to govern’ (Clegg, 1976). Pluralism, as described by Cave (1994), involved:

a balance of power between two organized interests and a suffi cient degree of trust 
within the relationship (usually) for each side to respect the other’s legitimate and, on 
occasions, separate interests, and for both sides to refrain from pushing their interest 
separately to the point where it became impossible to keep the show on the road.

It has been noted by Guest (1995) that: ‘The tradition of bargaining at plant or even organiza-
tion level has reinforced a pluralistic concept.’ The concept of pluralism underpins that of 
social partnership, as discussed below.
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The concept of social partnership

Social partnership is the concept that, as stakeholders, the parties involved in employee rela-
tions should aim to work together to the greater good of all. It has been defi ned by Ackers and 
Payne (1998) as ‘a stable, collaborative relationship between capital and labour, as represented 
by an independent trade union, providing for low social confl ict and signifi cant worker infl u-
ence on business decision making through strong collective bargaining’. The then General 
Secretary of the TUC, John Monks, wrote in 1996, ‘The trade union movement is uniquely 
placed to create a new social and political settlement based on solidarity and justice. To achieve 
this great prize we have to work through dialogue, cooperation and compromise – a social 
partnership.’

The concept of social partnership is rooted in stakeholder theory as originally formulated by 
Freeman (1984). Donaldson and Preston (1995) defi ne the theory as representing the corpora-
tion as a ‘constellation of cooperative and competitive interests’. They explain that:

stakeholders are identifi ed by their interest in the corporation, whether or not the cor-
poration has any interests in them. Each group of stakeholder merits consideration 
because of its own sake and not merely because of its ability to further the interests of 
some other group, such as the shareholders.

As Hampden-Turner (1996) commented: ‘Stakeholders include at least fi ve parties: employees, 
shareholders, customers, community and government. Wealth is created when all work together.’ 
The Industrial Partnership Association (1996) stated that the concept of social partnership could 
be applied to create a favourable industrial relations terrain in which there was:

a new approach to relationships at work; •

security of employment and job fl exibility; •

sharing in the success of the organization; •

information, consultation and employee involvement; •

representation of the workforce. •

The concept of social partnership can be put into practice through partnership agreements, as 
described in Chapter 55.

Individualism and collectivism

Purcell (1987) argues that the distinction between pluralist and unitary frames of manage-
ment has ‘provided a powerful impetus to the debate about management style, but the 
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mutually exclusive nature of these categories has limited further development’. Moreover, wide 
variations can be found within both the unitary and the pluralist approach. He therefore sug-
gests an alternative distinction between ‘individualism’ – policies focusing on individual 
employees and ‘collectivism’ – the extent to which groups of workers have an independent 
voice and participate in decision making with managers. He believes that companies can and 
do operate on both these dimensions of management style.

Voluntarism and its decline

The essence of the systems theory of industrial relations is that the rules are jointly agreed by 
the representatives of the parties to employment relations; an arrangement which, it is believed, 
makes for readier acceptance than if they were imposed by a third party such as the state. This 
concept of voluntarism was defi ned by Kahn-Freund (1972) as ‘the policy of the law to allow 
the two sides by agreement and practice to develop their own norms and their own sanctions 
and to abstain from legal compulsion in their collective relationship’. It was, in essence, volun-
tarism that came under attack by government legislation from 1974 onwards, including the 
principle of ‘immunities’ for industrial action and the closed shop.

The HRM approach to employee relations

The philosophy of human resource management has been translated into the following pre-
scriptions that constitute the HRM model for employee relations.

The HRM model of employee relations

A drive for commitment – winning the ‘hearts and minds’ of employees to get  •
them to identify with the organization, to exert themselves more on its behalf 
and to remain with the organization, thus ensuring a return on their training 
and development.

An emphasis on mutuality – getting the message across that ‘we are all in this  •
together’ and that the interests of management and employees coincide (ie a 
unitarist approach).

The organization of complementary forms of communication such as team  •
briefi ngs, alongside traditional collective bargaining – ie approaching employ-
ees directly as individuals or in groups rather than through their 
representatives.
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The key contrasting dimensions of traditional industrial relations and HRM have been pre-
sented by Guest (1995), as set out below.

Dimensions of industrial relations and HRM, Guest (1995)

Dimension Industrial Relations HRM

Psychological contract Compliance Commitment

Behaviour references Norms, custom Values/mission
 and practice

Relations Low trust, pluralist, High trust, unitarist, 
 collective  individual

Organization design Formal roles,  Flexible roles, fl at structure 
 hierarchy, division  of labour, managerial 
  control, teamwork/
  autonomy, self control

SO
U
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E 

RE
V

IE
W

Guest notes that this model aims to support the achievement of the three main sources of 
competitive advantage identifi ed by Porter (1985) namely: innovation, quality and cost leader-
ship. Innovation and quality strategies require employee commitment, while cost leadership 
strategies are believed by many organizations to be only achievable without a union. ‘The logic 
of a market-driven HRM strategy is that where high organizational commitment is sought, 
unions are irrelevant. Where cost advantage is the goal, unions and industrial relations systems 
appear to carry higher costs.’

A shift from collective bargaining to individual contracts. •

The use of employee involvement techniques such as improvement groups. •

Continuous pressure on quality – total quality management. •

Increased fl exibility in working arrangements, including multi-skilling, to  •
provide for the more effective use of human resources, sometimes accompanied 
by an agreement to provide secure employment for the ‘core’ workers.

Emphasis on teamwork. •

Harmonization of terms and conditions for all employees. •
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An HRM approach is still possible if trade unions are recognized by the organization. In this 
case, the employee relations strategy might be to marginalize or at least side-step them by 
dealing directly with employees through involvement and communications processes.

The context of industrial relations

Industrial relations are conducted within the external context of the national political and eco-
nomic environment, the international context and the internal context of the organization.

The political context

The political context is formed by the government of the day. The Conservative administra-
tions from 1979 onwards set out to curb the power of the trade unions through legislation, and 
succeeded to a degree. The Labour Government since 1997 has not made any other major 
changes to the existing trade union legislation.

The economic context

Perhaps the most signifi cant feature of the changing economic environment from the indus-
trial relations viewpoint has been the drastic cutbacks in manufacturing industry, where 
unions have traditionally been strongly organized.

The European context

Employee relations in the UK are affected by European Union regulations and initiatives. A 
number of Articles in the original treaty of Rome referred to the promotion of improvements 
in working conditions and the need to develop dialogue between the two sides of industry. The 
conduct of employee relations in Britain is increasingly being affected by EC Directives such as 
those concerning works councils and working hours.

The organizational context

The need to ‘take cost out of the business’ has meant that employers have focused on the cost 
of labour – usually the highest and most easily reduced cost, hence ‘the lean organization’ 
movement and large-scale redundancies, especially in manufacturing. There has been pressure 
for greater fl exibility and increased management control of operations, which has had a direct 
impact on employee relations policies and union agreements.

The widespread introduction of new technology and IT has aimed to increase productivity by 
achieving higher levels of effi ciency and reducing labour costs. Organizations are relying more 
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on a core of key full-time employees, leaving the peripheral work to be undertaken by sub-
contractors and the increasing numbers of part-timers – women and men. This has reduced 
the number of employees who wish to join unions or remain trade union members.

Developments in industrial relations

Developments in the practice of industrial relations since the 1960s can be divided into the fol-
lowing phases:

1. The traditional system existing prior to the 1970s.

2. The Donovan analysis of 1968.

3. The interventionist and employment protection measures of the 1970s.

4. The 1980s programme for curbing what were perceived by the Conservative government 
to be the excesses of rampant trade unionism.

5. Developments since the 1980s.

6. The fi ndings of the Workplace Employee Relations Survey (WERS) 2004.

1. The traditional system – to 1971

Relations prior to 1971 and indeed for most of the 1970s could be described as a system of col-
lective representation designed to contain confl ict. Voluntary collective bargaining between 
employers and employees’ associations was the central feature of the system, and this process 
of joint regulation (the regulation of terms and conditions of employment by agreement 
between management and trade unions) was largely concerned with pay and basic conditions 
of employment, especially hours of work in industry, and legal abstention on the part of the 
state and the judiciary. During this period and, in fact, for most of the century, the British 
system of industrial relations was characterized by a tradition of voluntarism.

2. The Donovan analysis

The high incidence of disputes and strikes, the perceived power of the trade unions and some 
well-publicized examples of shop steward militancy (although the majority were quite amena-
ble) contributed to the pressure for the reform of industrial relations which led to the setting 
up of the Donovan Commission (the Royal Commission on Industrial Relations, 1968). This 
concluded that the formal system of industry-wide bargaining was breaking down. Its key 
fi ndings were that, at plant level, bargaining was highly fragmented and ill-organized, based on 
informality and custom and practice. The Commission’s prescription was for a continuation 
of voluntarism, reinforced by organized collective bargaining arrangements locally, thus 
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relieving trade unions and employers’ associations of the ‘policing role’, which they so often 
failed to carry out. This solution involved the creation of new, orderly and systematic frame-
works for collective bargaining at plant level by means of formal negotiation and procedural 
agreements.

Since Donovan, comprehensive policies, structures and procedures to deal with pay and con-
ditions, shop steward facilities, discipline, health and safety, etc have been developed at plant 
level to a substantial extent. The support provided by Donovan to the voluntary system of 
industrial relations was, however, underpinned by a powerful minority note of reservation 
penned by Andrew Shonfi eld in the report of the Royal Commission. He advocated a more 
interventionist approach, which began to feature in Government policies in the 1970s.

3. Interventionism in the 1970s

The received wisdom in the 1960s, as refl ected in the majority Donovan report, was that indus-
trial relations could not be controlled by legislation. But the Industrial Relations Act intro-
duced by the Conservative Government in 1971 ignored this belief and drew heavily on 
Shonfi eld’s minority report. It introduced a strongly interventionist legal framework to replace 
the voluntary regulation of industrial relations systems. Trade unions lost their general immu-
nity from legal action and had to register under the Act if they wanted any rights at all. Collective 
agreements were to become legally binding contracts and a number of ‘unfair industrial prac-
tices’ were proscribed. Individual workers were given the right to belong or not belong to a 
trade union, although no attempt was made to outlaw the closed shop. But the Act failed to 
make any impact; being ignored or side-stepped by both trade unions and employers, although 
it did introduce the important general right of employees ‘not to be unfairly dismissed’.

The Labour Government of 1974 promptly repealed the 1971 Industrial Relations Act and 
entered into a ‘social contract’ with the trade unions that incorporated an agreement that the 
TUC would support the introduction of a number of positive union rights. These included a 
statutory recognition procedure and in effect meant that the unions expressed their commit-
ment to legal enforcement as a means of restricting management’s prerogatives.

Statutory rights were also provided for minimum notice periods, statements of terms and con-
ditions, redundancy payments and unfair dismissal.

4. The 1980s – curbing the trade unions

The strike-ridden ‘winter of discontent’ in 1978 and the return of a Conservative Government 
in 1979 paved the way for the ensuing step-by-step legislation that continued throughout the 
1980s and into the early 1990s. The ethos of the Conservative Governments in the 1980s was 
summed up by Phelps Brown (1990) as follows:
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People are no longer seen as dependent on society and bound by reciprocal relationship 
to it; indeed the very notion of society is rejected. Individuals are expected to shift for 
themselves and those who get into diffi culties are thought to have only themselves to 
blame. Self-reliance, acquisitive individualism, the curtailment of public expenditure, 
the play of market forces instead of the restraints and directives of public policy, the pre-
rogatives of management instead of the power of the unions, centralization of power 
instead of pluralism.

The legislation on trade unions followed this ethos, and was guided by an ideological analysis 
expressed in the 1981 Green Paper on Trade Union Immunities as follows: ‘Industrial relations 
cannot operate fairly and effi ciently or to the benefi t of the nation as a whole if either employ-
ers or employees collectively are given predominant power – that is, the capacity effectively to 
dictate the behaviour of others.’

The Government described industrial relations as ‘the fundamental cause of weakness in the 
British economy’, with strikes and restrictive practices inhibiting the country’s ability to 
compete in international markets. The balance of bargaining power was perceived to have 
moved decisively in favour of trade unions, which were described as ‘irresponsible, undemo-
cratic and intimidatory’, while the closed shop was described as being destructive of the rights 
of the individual worker.

5. Developments since the 1980s

In their analysis of the industrial relations scene, Kessler and Bayliss (1992) commented that 
‘the needs of employers have increasingly been towards enterprise orientated rather than occu-
pationally orientated trade unions’. They also noted that: ‘It is clear that the signifi cance of 
industrial relations in many fi rms has diminished. It is part of a management controlled oper-
ation – a branch of human resource management. It is no longer a high profi le problem-rid-
den part of personnel management as it so often was in the 1970s.’

Guest (1995) noted that the industrial relations system may continue as a largely symbolic 
‘empty shell’, insuffi ciently important for management to confront and eliminate, but retain-
ing the outward appearance of health to the casual observer: ‘Management sets the agenda, 
which is market-driven, while industrial relations issues are relatively low on the list of 
concerns.’

Rousseau (2001) noted that in the United States there had been a shift from general (negoti-
ated at the centre) to idiosyncratic contracts (negotiated at the local level between line manag-
ers and employees). However, in the UK, research by Blanden et al (2006) established that in 
the private sector there had been a slight fall in de-recognition but a relatively large increase in 
recognition.
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6. Workplace Employee Relations Survey (WERS) 2004

The fi ndings of this survey showed some signifi cant changes from the 1998 survey. Most strik-
ing of all, perhaps, was the continuing decline of collective labour organization. Employees 
were less likely to be union members than they were in 1998; workplaces were less likely to rec-
ognize unions for bargaining over pay and conditions; collective bargaining was less prevalent. 
Even so, the rate of decline seemed to have slowed down from that seen in earlier periods and 
the joint regulation of terms and conditions remains a reality for many employees in Britain: 
one-half of employees were employed in workplaces with a recognized trade union; one-third 
were union members; and 40 per cent had their pay set through collective bargaining.

The parties to employee relations

The parties to employee relations are:

the government; •

the trade unions; •

employee representatives or shop stewards; •

the Trade Union Congress (the TUC); •

staff associations; •

management; •

employers’ organizations; •

the Confederation of British Industry; •

various institutions, agencies and offi cers; •

the European Union; •

the HR function. •

The role of each of these parties is summarized below.

The government

The government plays multiple roles in shaping employee relations. These include being a 
major employer in its own right that sets standards of good employee relations practice, and 
acting as a paymaster in both the public sector and through private contractor services of 
employment, as an economic manager by infl uencing prices and wages, as a rule maker and 
legislator of employment rights and standards, and as a peace maker by providing services 
such as conciliation and arbitration.
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The trade unions

Traditionally the fundamental purpose of trade unions is to promote and protect the interests 
of their members. They are there to redress the balance of power between employers and 
employees. As Emmott (2008) comments: ‘Trade unionism has always been about power. The 
aim of trade unions is to redress the imbalance of power between employer and employee and 
this remains the fundamental basis for their existence.’ Unions have been described by Ackers 
and Payne (1998) as ‘essentially collective self-help bodies’. The basis of the employment rela-
tionship is the contract of employment. But this is not a contract between equals. Employers 
are almost always in a stronger position to dictate the terms of the contract than individual 
employees.

Trade unions, as indicated by Freeman and Medoff (1984), provide workers with a ‘collective 
voice’ to make their wishes known to management and thus bring actual and desired condi-
tions closer together. This applies not only to terms of employment such as pay, working hours 
and holidays, but also to the way in which individuals are treated in such aspects of employ-
ment as the redress of grievances, discipline and redundancy. Trade unions also exist to let 
management know that there will be, from time to time, an alternative view on key issues 
affecting employees. More broadly, unions may see their role as that of participating with 
management on decision making on matters affecting their members’ interests.

Within this overall role, trade unions have had two specifi c roles, namely: 1) to secure, through 
collective bargaining, improved terms and conditions for their members, and 2) to provide 
protection, support and advice to their members as individual employees. An additional role, 
that of providing legal, fi nancial and other services to their members, has come to the fore 
more recently.

The key reasons why people may join a trade union include obtaining external support and 
protection from employment problems or seeking improvements in pay and terms and condi-
tions. They may also join because union membership is common at a workplace or because of 
a belief in unionism.

Trade union structure

Trade unions are run by full-time central and, usually, district offi cials. There may be local 
committees of members. There is usually a general secretary who exercises control over the 
union and in the words of one union leader, Clive Jenkins, ‘sits on the tip of a pyramid of 
organized indignation’. National offi cials may conduct industry-wide or major employer pay 
negotiations, while local offi cials may not be involved in plant negotiations unless there is a 
‘failure to agree’ and the second stage of a negotiating procedure is invoked. Major employers 
who want to introduce signifi cant changes in agreements or working arrangements may deal 
direct with national offi cials.
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The state of the trade unions in the UK

The density of trade union membership in the UK declined from 32.4 in 1995 to 28.0 per cent 
in 2007 (union density is defi ned in Labour Market Trends as the proportion of the population 
in question who are union members – union membership is defi ned as the actual number of 
people who are members of a trade union). UK union density in the private sector was 16.1 
per cent in 2007, a decline of 5.3 per cent from 1995. Density is much higher in the public 
sector (59.0 per cent) and actually rose by 0.3 per cent from 2006 although since 1995 it has 
fallen by 2.3 per cent. In both the public and private sectors, union density was higher for 
males than for females. In the private sector union density for males was 18.5 per cent com-
pared to 12.8 per cent for females. In the public sector, male density was 61.3 per cent com-
pared to 57.8 per cent for females.

The trade union movement is now dominated by the large general unions and the recently 
merged craft unions. The reasons for the decline in the private sector are not primarily disen-
chantment with the trade unions, or the impact of trade union legislation, or large-scale de-
recognitions. The more important causes are structural and economic, namely:

a shift in the economy away from large-scale manufacturing industries (traditionally  •
heavily unionized) to the service industries (traditionally non-unionized);

the trend to decentralize organizations; •

a decline in the number of workplaces employing large numbers of people; •

growing numbers of offi ce and part-time workers; •

the impact of unemployment. •

The differences between the private and public sectors are refl ected in the fi gures for industrial 
disputes. Strikes are uncommon across most of the private sector, whereas in the public sector, 
industrial action – or the threat of it – remains relatively high on the agenda.

The actions taken by the unions to counteract this trend have included mergers to increase 
their perceived power and enable them to operate more cost-effectively, recruitment drives in 
non-unionized sectors (not very successful), and what used to be known as ‘enterprise trade 
unionism’ or ‘the new reality’. The latter approach emphasizes the valuable role that unions can 
play as partners in the workplace, helping to manage change and improving productivity. It 
has been the basis for single union-deals, single-table bargaining, new-style agreements and 
partnership agreements, as described in Chapter 55. These approaches have worked in some 
instances, but many employers have remained unconvinced that the unions can play a positive 
role.
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Employee representatives

Employee representatives or shop stewards are involved in discussing issues of mutual concern 
with management, and attending works councils and joint consultative committees. They may 
also be involved in settling disputes, resolving collective grievances, and representing individ-
ual employees with grievances or other disciplinary matters. If their union has negotiating 
rights, they will take part in collective bargaining often with the advice of union offi cials.

At one time, shop stewards were the ogres of the industrial relations scene. Undoubtedly there 
have been cases of excessively militant shop stewards and some may still exist. But employee 
representatives are there to be forthright when they have to be in taking up issues with man-
agement that concern their members. Where there are recognized trade unions, management 
have generally appreciated the value of employee representatives as points of contact and chan-
nels of communication. Their role may extend beyond the traditional areas of terms and con-
ditions of employment and employment security to other matters that concern the workforce 
such as learning and development and health and safety.

Trade union learning representatives

Trade union learning representatives generate demand for learning among members, advise 
about learning, identify the learning needs of members, negotiate agreements incorporating 
learning, sit on joint learning or training committees, and work with employers to introduce 
and monitor learning and development initiatives that benefi t members. Some of the diffi cul-
ties encountered by learning representatives include reaching a wide range of members/
employers, employer resistance where unions are recognized, a limited role where there is no 
union recognition, and problems in small and medium-sized enterprises.

Health and safety representatives

Health and safety representatives:

make representations to management on any matter affecting the health and safety of  •
employees;

cooperate with management in developing and promoting health and safety  •
measures;

take part in health and safety audits and inspections; •

sit on health and safety committees. •

They can make a substantial contribution to creating and maintaining healthy and safe systems 
of work.
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The Trade Union Congress (TUC)

The TUC acts as the collective voice of the unions. Its roles are to:

represent the British trade union movement in the UK and internationally; •

conduct research and develop policies on trade union, industrial, economic and social  •
matters and to campaign actively for them;

regulate relationships between unions; •

help unions in dispute; •

provide various services (eg research) to affi liated unions. •

International union organizations

The two main international union organizations are the European Trade Union Confederation 
and the International Trade Union Confederation. At present neither of these makes much 
impact on the UK, but this could change.

Staff associations

Staff associations are sometimes formed to represent employees in the absence of unions. They 
may sometimes have representational or even negotiating rights, but they seldom have any-
thing like the real power possessed by a well-organized and supported trade union. They are 
often suspected by employees as being no more than management’s poodle. Management have 
sometimes encouraged the development of staff associations as an alternative to trade unions, 
but this strategy has not always worked. In fact, in some organizations the existence of an 
unsatisfactory staff association has provided an opportunity for a trade union to gain mem-
bership and recognition. Staff associations have their uses as channels of communication and 
representatives can play a role in consultative processes and representing colleagues who want 
to take up grievances or who are being subject to disciplinary proceedings.

The role of management

The balance of power, especially in the private sector, has shifted to management, who now 
have more choice over how they conduct relationships with their employees. But the evidence 
is that there has been no concerted drive by management to de-recognize unions. As Kessler 
and Bayliss (1992) pointed out:

If managers in large establishments and companies wanted to make changes they looked 
at ways of doing so within the existing arrangements and if they could produce the 
goods they used them. Because managers found that the unions did not stand in their 
way they saw no reason for getting rid of them.
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They argued that management’s industrial relations objectives are now generally to control the 
work process, secure cost-effectiveness, reassert managerial authority and move towards a 
more unitary and individualistic approach.

Storey (1992a) found in most of the cases he studied that there was a tendency for manage-
ment to adopt HRM approaches to employee relations while still co-existing with the unions. 
But they gave increasing weight to systems of employee involvement, in particular communi-
cation, which by-pass trade unions.

Employers’ organizations

Traditionally, employers’ organizations have bargained collectively for their members with 
trade unions and have in general aimed to protect the interests of those members in their deal-
ings with unions. Multi-employer or industry-wide bargaining, it was believed, allowed com-
panies to compete in product markets without undercutting their competitors’ employment 
costs and prevented the trade unions ‘picking off ’ individual employers in a dispute.

The trend towards decentralizing bargaining to plant level has reduced the extent to which 
employers’ organizations fulfi l this traditional role, although some industries such as building 
and electrical contracting, with large numbers of small companies in competitive markets, 
have retained their central bargaining function, setting a fl oor of terms and conditions for the 
industry.

The Confederation of British Industry (CBI)

The CBI is a management organization that is only indirectly concerned with industrial rela-
tions. It provides a means for its members to infl uence economic policy and provides advice 
and services to them, supported by research.

Institutions, agencies and offi cers

There are a number of bodies and people with a role in employee relations in the UK, as 
described below.

The Advisory Conciliation and Arbitration Service (ACAS)

ACAS was created by the government but functions independently. It has three main statutory 
duties:

to resolve disputes; •

to provide conciliatory services for individuals in, for example, unfair dismissal cases; •

to give advice, help and information on industrial relations and employment issues. •
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ACAS helps to resolve disputes in three ways: collective conciliation, arbitration (using arbitra-
tors appointed by ACAS) and mediation.

The Central Arbitration Committee (CAC)

The CAC is an independent arbitration body. It mainly deals with trade union recognition and 
disclosure of information for collective bargaining purposes. In a trade dispute the parties can 
ask ACAS to refer the dispute to the CAC.

Employment tribunals

Employment tribunals are independent judicial bodies that deal with disputes on employment 
matters such as unfair dismissal, equal pay, sex and race discrimination and employment pro-
tection provisions. They have a legally qualifi ed chair and two other members, one an employer, 
the other a trade unionist.

The Employment Appeal Tribunal (EAT)

The EAT hears appeals from the decisions of industrial tribunals on questions of law only.

The Certifi cation Offi cer

The Certifi cation Offi cer:

ensures that the statutory provisions for union political funds and union amalgama- •
tions are complied with;

maintains lists of trade unions and employers’ associations and ensures that their  •
accounts are audited;

reimburses the expenses incurred by independent unions in conducting secret ballots; •

deals with complaints by members that a union has failed to comply with the provi- •
sions for certain union elections.

The Commissioner for the Rights of Trade Union Members

The Commissioner has two duties: to assist union members wanting to take legal action against 
a union arising from an alleged or threatened breach of a member’s statutory union member-
ship rights, and to assist members who complain that a union has failed to observe the require-
ments of its own rule book.

The European Union

The main EU legislative instruments are:
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Directives: instruments to transfer EC employment policy into domestic legislation.  •
Crucially, member states can adapt the core principles of a Directive to suit national 
customs and laws (examples include age discrimination, employee works councils, 
employee information and consultation, parental leave, and working time).

Regulations: these tend to take immediate effect and are often of a technical nature for  •
legal compliance.

Decisions/Directions: these apply to member states that may be called to account for  •
breach of certain EC Directives or regulations.

Framework Agreements: the EU partners (for example, UNICE, ETUC) can initiate  •
negotiations and agree a framework agreement. Once adopted, a framework agreement 
can substitute as legislation.

Role of members of the HR function in employee relations

Members of the HR function provide advice and help but do not do the jobs of line managers 
for them. However, they may well be the main channel through which the management deals 
with unions and their representatives. They are usually responsible for maintaining participa-
tion and involvement processes and for managing employee communication. They should 
play a major part in developing employee relations policies.

Employee relations framework – key learning points

The elements of employee relations

The main elements are the formal and 
informal employment policies and prac-
tices of the organization, the development, 
negotiation and application of formal 
systems, and the bargaining structures, rec-
ognition and procedural agreements and 
practices that have evolved to enable the 
formal system to operate.

Industrial relations as a system of 
rules

Industrial relations can be regarded as a 
system or web of rules regulating 

employment and the ways in which people 
behave at work.

Regulations and rules in industrial 
relations

Job regulation aims to provide a framework 
of minimum rights and rules. Internal reg-
ulation is concerned with procedures for 
dealing with grievances, redundancies or 
disciplinary problems, and rules concern-
ing the operation of the pay system and the 
rights of shop stewards. External regulation 
is carried out by means of employment leg-
islation, the rules of trade unions and 
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Employee relations framework – key learning points 
(continued)

employers’ associations, and the regulative 
content of procedural or substantive rules 
and agreements. The regulations and rules 
may be expressed in collective agreements 
or exist as custom and practice.

Collective bargaining

Collective bargaining is the establishment 
by negotiation and discussion of agreement 
on matters of mutual concern to employers 
and unions, covering the employment rela-
tionship and terms and conditions of 
employment.

Unitary and pluralist views of 
employee relations

In the unitary view, management tends to 
view the enterprise as a unitary system with 
one source of authority – itself – and one 
focus of loyalty – the organization. The plu-
ralist view is that an industrial organization 
is a plural society, containing many related 
but separate interests and objectives that 
must be maintained in some kind of 
equilibrium.

Social partnership

Social partnership is the concept that, as 
stakeholders, the parties involved in 
employee relations should aim to work 
together to the greater good of all. It has 
been defi ned by Ackers and Payne (1998) as 
‘a stable, collaborative relationship between 
capital and labour, as represented by an 
independent trade union, providing for low 
social confl ict and signifi cant worker 

infl uence on business decision making 
through strong collective bargaining’.

Individualism and collectivism

A distinction can be made between ‘indi-
vidualism’ – policies focusing on individual 
employees, and ‘collectivism’ – the extent to 
which groups of workers have an independ-
ent voice and participate in decision making 
with managers (Purcell, 1987).

Voluntarism

This concept of voluntarism was defi ned by 
Kahn-Freund (1972) as ‘the policy of the law 
to allow the two sides by agreement and 
practice to develop their own norms and 
their own sanctions and to abstain from legal 
compulsion in their collective relationship’.

The HRM approach to employee 
relations

Emphasis on commitment, mutuality, com-
munication, individual contracts, involve-
ment, quality, fl exibility, teamwork and 
harmonization.

The context of industrial relations

Industrial relations are conducted within 
the external context of the national political 
and economic environment, the interna-
tional context and the internal context of 
the organization.

Developments in industrial relations

Developments in the practice of industrial 
relations since the 1950s can be divided into 
the following phases:
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Employee relations framework – key learning points 
(continued)

The traditional system existing prior  •
to the 1970s.

The Donovan analysis of 1968. •

The interventionist and employ- •
ment protection measures of the 
1970s.

The 1980s programme for curbing  •
what were perceived by the 
Conservative Government to be the 
excesses of rampant trade 
unionism.

Developments since the 1980s.  •
‘Management sets the agenda, which 
is market-driven, while industrial 

relations issues are relatively low on 
the list of concerns’ (Guest, 1995).

The fi ndings of the Workplace  •
Employee Relations Survey (WERS) 
2004.

The parties to employee relations

The government, trade unions, shop stew-
ards or employee representatives, the Trade 
Union Congress (the TUC), staff associa-
tions, management, employers’ organiza-
tions, the Confederation of British Industry 
(CBI), various agencies and institutions (eg 
ACAS, Employment Tribunals), and offi c-
ers, the EU and the HR function.

Questions

1. From a tutor at the local further education college: ‘I’d be most grateful if you would talk 
to my business management study on the subject of “Obtaining added value from good 
employee relations”.’ Prepare an outline of your talk.

2. From the managing director of a subsidiary company: ‘I have just fi nished a negotiating 
session with our trade union. I was surprised when they opposed vehemently what I 
thought was a minor change in working arrangements. They said that the existing 
arrangements were long established “custom and practice”. What does this phrase mean 
and why does the union think it so important?’

3. From the chair of your local CIPD branch: ‘We are proposing to hold a debate on the 
motion that: “Collective bargaining is no longer relevant today and is a waste of time for 
all concerned.” I am not sure what your views on this are but I would like you to either 
propose or oppose the motion.’ Before deciding whether to propose or oppose, you have 
decided to set down the arguments both for and against the motion. Do so.
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55
Employee Relations Processes

Key concepts and terms

Arbitration •

Aspiration grid •

Bargaining •

Check-off system •

Collective agreement •

Collective bargaining •

Conciliation •

Convergent negotiation •

Dispute resolution •

Divergent negotiation •

Employee relations •

Employee relations climate •

Harmonization •

Industrial relations •

Mediation •

Negotiation •

New-style agreements •

Partnership agreements •

Procedural agreements •

Single status •

Single-table bargaining •

Single-union deal •

Substantive agreements •
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On completing this chapter you should be able to defi ne these key concepts. 
You should also know about:

Learning outcomes

Employee relations policies •

Union recognition •

Dispute resolution •

Negotiating and bargaining •

Managing without unions •

Handling employment issues •

Employee relations strategies •

Collective bargaining outcomes •

Informal employee relations  •
procedures

Managing with unions •

The state of employment relations •

Introduction

Employee relations processes consist of the approaches, methods and procedures adopted by 
employers to deal with employees either collectively through their trade unions or individu-
ally. As described in this chapter, many of these processes are concerned with industrial rela-
tions and include dealings between management and trade unions involving collective 
agreements, collective bargaining, disputes resolution and handling issues concerning the 
employment relationship and the working environment. This chapter starts with a review of 
employee relations policies and strategies and the employee relations climate. It then covers 
the various processes of union recognition, collective bargaining, negotiating and the state of 
employment relations.

Employee relations policies

Approaches to employee relations

1. Adversarial: the organization decides what it wants to do, and employees are 
expected to fi t in. Employees only exercise power by refusing to cooperate.

2. Traditional: a good day-to-day working relationship, but management proposes 
and the workforce reacts through its elected representatives.
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Adversarial approaches are less common now than in the 1960s and 1970s. The traditional 
approach is still the most typical but more interest is being expressed in partnership, as dis-
cussed later in this chapter. Power sharing is rare.

Nature and objectives of employee relations policies

Against the background of a preference for one of the four approaches listed above, employee 
relations policies express the philosophy of the organization on what sort of relationships 
between management and employees and their unions are wanted, and how the pay–work 
bargain should be managed. A social partnership policy, as described in Chapter 54, will aim 
to develop and maintain a positive, productive, cooperative and trusting climate of employee 
relations.

The objectives of employee relations policies may include maintaining good relations with 
staff and their unions, developing a cooperative and constructive employee relations climate, 
the effective management of the work process, the control of labour costs, and the develop-
ment of an engaged and committed workforce.

When they are articulated, policies provide guidelines for action on employee relations issues 
and can help to ensure that these issues are dealt with consistently. They provide the basis for 
defi ning management’s intentions (its employee relations strategy) on key matters such as 
union recognition and collective bargaining.

Policy areas

The areas covered by employee relations policies are shown below.

3. Partnership: the organization involves employees in the drawing up and execution 
of organization policies, but retains the right to manage.

4. Power sharing: employees are involved in both day-to-day and strategic decision 
making.

Areas covered by employee relations policies

Trade union recognition – whether trade unions should be recognized or de- •
recognized, which union or unions the organization would prefer to deal with, 
and whether or not it is desirable to recognize only one union for collective bar-
gaining and/or employee representational purposes.
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When formulating policies in these areas organizations may be consciously or unconsciously 
deciding on the extent to which they want to adopt the HRM approach to employee relations. 
As described in Chapter 54, this emphasizes commitment, mutuality and forms of involve-
ment and participation, which means that management approaches and communicates with 
employees directly rather than through their representatives.

Policy choices

The following four policy options for organizations on industrial relations and HRM have 
been described by Guest (1995).

1. The new realism – a high emphasis on HRM and industrial relations

The aim is to integrate HRM and industrial relations. A review of new collaborative arrange-
ments in the shape of single-table bargaining (IRS, 1993) found that they were almost always 
the result of employer initiatives, but that both employers and unions seem satisfi ed with 
them. They have facilitated greater fl exibility, more multi-skilling, the removal of demarca-
tions and improvements in quality. They can also extend consultation processes and accelerate 
moves towards single status.

Collective bargaining – the extent to which it should be centralized or decen- •
tralized and the scope of areas to be covered by collective bargaining.

Employee relations procedures – the nature and scope of procedures for redun- •
dancy, grievance handling and discipline.

Participation and involvement – the extent to which the organization is pre- •
pared to give employees a voice on matters that concern them.

Partnership – the extent to which a partnership approach is thought to be  •
desirable.

The employment relationship – the extent to which terms and conditions of  •
employment should be governed by collective agreements or based on individ-
ual contracts of employment (ie collectivism versus individualism).

Harmonization of terms and conditions of employment for staff and manual  •
workers.

Working arrangements – the degree to which management has the prerogative  •
to determine working arrangements without reference to trade unions or 
employees (this includes job-based or functional fl exibility).
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2. Traditional collectivism – priority to industrial relations without HRM

This involves retaining the traditional pluralist industrial relations arrangements within an 
eventually unchanged industrial relations system. Management may take the view in these cir-
cumstances that it is easier to continue to operate with a union, since it provides a useful, well-
established channel for communication and for the handling of grievance, discipline and 
safety issues.

3. Individualized HRM – high priority to HRM with no industrial relations

According to Guest, this approach is not very common, except in North American-owned 
fi rms. It is, he believes, ‘essentially piecemeal and opportunistic’.

4. The black hole – no industrial relations

This option is becoming more prevalent in organizations in which HRM is not a policy prior-
ity for management but where they do not see that there is a compelling reason to operate 
within a traditional industrial relations system. When such organizations are facing a decision 
on whether or not to recognize a union, they are increasingly deciding not to do so.

Employee relations strategies

Employee relations strategies set out how employee relations policy objectives are to be 
achieved. The intentions expressed by employee relations strategies may direct the organiza-
tion towards any of the following.

Employee relations strategy areas

Altering the forms of recognition, including single-union recognition, or  •
derecognition.

Changes in the form and content of procedural agreements. •

New bargaining structures, including decentralization or single-table  •
bargaining.

The achievement of increased levels of commitment through involvement or  •
participation.

Deliberately by-passing trade union representatives to communicate directly  •
with employees.
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Employee relations climate

The employee relations climate of an organization represents the perceptions of management, 
employees and their representatives about the ways in which employee relations are conducted 
and how the various parties (managers, employees and trade unions) behave when dealing 
with one another. An employee relations climate may be created by the management style 
adopted by management (see below) or by the behaviour of the trade unions or employee rep-
resentatives (cooperative, hostile, militant, etc) or by the two interacting with one another. It 
can be good, bad or indifferent according to perceptions about the extent to which:

management and employees trust one another; •

management treats employees fairly and with consideration; •

management is open about its actions and intentions – employee relations policies and  •
procedures are transparent;

harmonious relationships are generally maintained on a day-to-day basis, which results  •
in willing cooperation rather than grudging submission;

confl ict, when it does arise, is resolved without resort to industrial action and resolu- •
tion is achieved by integrative processes that result in a ‘win-win’ solution;

employees are generally committed to the interests of the organization and, equally,  •
management treats them as stakeholders whose interests should be protected as far as 
possible.

Management style

The term ‘management style’ refers to the overall approach the management of an organization 
adopts to the conduct of employee relations. It was defi ned by Purcell (1987) as ‘the existence of 

Increasing the extent to which management controls operations in such areas as  •
fl exibility.

Developing a ‘partnership’ with trade unions, recognizing that employees are  •
stakeholders and that it is to the advantage of both parties to work together (this 
could be described as a unitarist strategy aiming at increasing mutual 
commitment).

Generally improving the employee relations climate, as discussed below, to  •
produce more harmonious and cooperative relationships.
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a distinctive set of guiding principles, written or otherwise, which set parameters to and sign-
posts for management action in the way employees are treated and particular events handled’.

Purcell and Sisson (1983) identifi ed fi ve typical styles:

1. Authoritarian – employee relations are not regarded as important and people issues are 
not attended to unless something goes wrong.

2. Paternalistic – in some ways this resembles the authoritarian style but a more positive atti-
tude to employees is adopted.

3. Consultative – trade unions are welcomed and employee consultation is a high priority.

4. Constitutional – there is a trade union presence but the management style tends to be 
adversarial.

5. Opportunistic – management style is determined by local circumstances which deter-
mines whether or not unions are recognized and the extent to which employee involve-
ment is encouraged.

Purcell (1987) gave further attention to management style. He described two major dimen-
sions: 1) individualism, which refers to the extent to which personnel policies are focused on 
the rights and capabilities of individual workers, and 2) collectivism, which is concerned with 
the extent to which management policy is directed towards inhibiting or encouraging the 
development of collective representation by employees and allowing employees a collective 
voice in management decision making. According to Purcell, style is a deliberate choice linked 
to business policy. Organizations may choose to focus on one or both aspects. Not all fi rms 
have a distinctive preferred management style.

Improving the climate

Improvements to the climate can be attained by developing fair employee relations policies and 
procedures and implementing them consistently. Line managers and team leaders who are largely 
responsible for the day-to-day conduct of employee relations need to be educated and trained on 
the approaches they should adopt. Transparency should be achieved by communicating policies 
to employees, and commitment increased by involvement and participation processes. Problems 
that need to be resolved can be identifi ed by simply talking to employees, their representatives 
and their trade union offi cials. Importantly, as discussed below, the organization can address its 
obligations to the employees as stakeholders and take steps to build trust.

An ethical approach

Businesses aim to achieve prosperity, growth and survival. Ideally, success should benefi t all 
the stakeholders in the organization – owners, management, employees, customers and 
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suppliers, but the single-minded pursuit of business objectives can act to the detriment of 
employees’ well-being and security. There may be a tension between accomplishing business 
purposes and the social and ethical obligations of an organization to its employees. The chances 
of attaining a good climate of employee relations are slight if no attempt is made to recognize 
and act on an organization’s duties to its members.

An ethical approach will be based on high-commitment and high-involvement policies. The 
commitment will be mutual and the arrangements for involvement will be genuine, ie man-
agement will be prepared not only to listen but to act on the views expressed by employees or 
at least, if it cannot take action, the reasons will be explained. It will also be transparent and, 
although the concept of a ‘job for life’ may no longer be valid in many organizations, at least 
an attempt will be made to maintain ‘full employment’ policies.

Union recognition

An employer fully recognizes a union for the purposes of collective bargaining when pay and 
conditions of employment are jointly agreed between management and trade unions. Partial 
recognition takes place when employers restrict trade unions to representing their members 
on issues arising from employment. Full recognition therefore confers negotiating (and repre-
sentational) rights on unions. Partial recognition only gives unions representational rights. 
The following discussion of union recognition is only concerned with the much more common 
practice of full recognition. Unions can be de-recognized, although as noted by Blanden et al 
(2006) this is happening less frequently.

Factors infl uencing recognition or de-recognition

Employers are in a strong position now to choose whether they recognize a union or not, 
which union they want to recognize and the terms on which they would grant recognition, for 
example a single union and a no-strike agreement.

When setting up on greenfi eld sites, employers may refuse to recognize unions. Alternatively, 
they hold ‘beauty contests’ to select the union they prefer to work with and which will be pre-
pared to reach an agreement in line with what management wants.

An organization deciding whether or not to recognize a union will take some or all of the fol-
lowing factors into account:

the perceived value or lack of value of having a process for regulating collective  •
bargaining;

if there is an existing union, the extent to which management has freedom to manage,  •
for example to change working arrangements and introduce fl exible working or multi-
skilling;
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the history of relationships with the union; •

the proportion of employees who are union members and the degree to which they  •
believe they need the protection their union provides; a decision on de-recognition has 
to weigh the extent to which its perceived advantages outweigh the disadvantages of 
upsetting the status quo;

any preferences as to a particular union, because of its reputation or the extent to which  •
it is believed a satisfactory relationship can be maintained.

In deliberating recognition arrangements, employers may also consider entering into a ‘single-
union deal’, as described below.

Collective bargaining arrangements

Collective bargaining involves employers and unions reaching agreement on terms and condi-
tions of employment and the ways in which employment issues such as disputes, grievances and 
disciplinary matters should be resolved. Bargaining arrangements result in collective agreements, 
which are formal agreements between management and trade unions dealing with terms and 
conditions of employment or other aspects of the relationships between the two parties. They 
may be substantive agreements dealing with terms and conditions of employment, or they may 
be procedural agreements dealing with the procedures for collective bargaining – these are some-
times called framework agreements because they provide a structure for the bargaining process.

Collective bargaining involves the following main features:

parties – at least two sides; •

an agreed procedure whereby the parties relate to each other – and the negotiation of  •
framework agreements and consultation;

outcomes – a collective agreement; •

the existence of sanctions designed to change the attitude or position of the other party. •

The considerations to be taken into account in developing and managing collective bargaining 
arrangements are the level at which bargaining should take place, single-table bargaining 
where a number of unions are recognized in one workplace, and dispute resolution.

Bargaining levels

There has been a pronounced trend away from multi-employer bargaining, especially in the 
private sector. This has arisen because of decentralization and a reluctance on the part of 
central management to get involved.
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Single-table bargaining

Single-table bargaining brings all the unions in an organization together as a single bargaining 
unit. The main reason organizations advance for wanting this arrangement is their concern 
that existing multi-unit bargaining arrangements not only are ineffi cient in terms of time and 
management resources but are also a potential source of confl ict. They may also want to 
achieve major changes in working practices, or introduce harmonized or single-status condi-
tions which, it is believed, can only be achieved through single-table bargaining.

Marginson and Sisson (1990), however, identifi ed the following critical issues that need to be 
resolved if single-table bargaining is to be introduced successfully.

Requirements for single-table bargaining to be introduced successfully, 
Marginson and Sisson (1990)

The commitment of management to the concept. •

The need to maintain levels of negotiation that are specifi c to particular  •
groups below the single bargaining table.

The need to allay the fears of managers that they will not be able to react  •
fl exibly to changes in the demand for specifi c groups of workers.

The willingness of management to discuss a wider range of issues with  •
union representatives – this is because single-table bargaining adds to 
existing arrangements a top tier in which matters affecting all employ-
ees, such as training, development, working time and fringe benefi ts can 
be discussed.

The need to persuade representatives from the various unions to forget  •
their previous rivalries, sink their differences and work together (not 
always easy).

The need to allay the fears of trade unions that they may lose represen- •
tation rights and members, and of shop stewards that they will lose the 
ability to represent members effectively.
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These are formidable requirements to satisfy, and however desirable single-table bargaining 
may be, it will never be easy to introduce or to operate.
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Collective bargaining outcomes

The formal outcomes of collective bargaining are substantive agreements, procedural agree-
ments, single-union deals, new-style agreements, partnership agreements and employee rela-
tions procedures.

Substantive collective agreements

Substantive agreements are the outcome of collective bargaining. They set out agreed terms 
and conditions of employment covering pay and working hours and other aspects such as 
holidays, overtime regulations, fl exibility arrangements and allowances. They are not legally 
enforceable. A substantive agreement may detail the operational rules for a payment-by-results 
scheme, which could include arrangements for timing or re-timing and for payments during 
waiting time or on new work that has not been timed. Substantive agreements can also deal 
with the achievement of single status or harmonization.

Single status is the removal of differences in basic conditions of employment to give all employ-
ees equal status. This leads to harmonization, ie the adoption of a common approach and cri-
teria to pay and conditions for all employees. Many organizations such as local government 
authorities negotiated a single-status deal, which means putting all employees into the same 
pay and grading structure.

Procedural collective agreements

Procedural agreements set out the methods to be used and the procedures or rules to be fol-
lowed in the processes of collective bargaining and the settlement of industrial disputes. Their 
purpose is to regulate the behaviour of the parties to the agreement, but they are not legally 
enforceable and the degree to which they are followed depends on the goodwill of both parties 
or the balance of power between them. Procedural and substantive agreements are seldom 
broken and, if so, never lightly – the basic presumption of collective bargaining is that both 
parties will honour agreements that have been made freely between them. An attempt to make 
collective agreements legally enforceable in the 1971 Industrial Relations Act failed because 
employers generally did not seek to enforce its provisions. They readily accepted union requests 
for a clause in agreements to the effect that: ‘This is not a legally enforceable agreement’, popu-
larly known as a TINALEA clause.

A typical procedure agreement contained the following sections:

a preamble defi ning the objectives of the agreement; •

a statement that the union is recognized as a representative body with negotiating rights; •

a statement of general principles, which may include a commitment to use the proce- •
dure (a no-strike clause) and/or a status quo clause that restricts the ability of manage-
ment to introduce changes outside negotiated or customary practice;
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a statement of the facilities granted to unions, including the rights of shop stewards and  •
the right to hold meetings;

provision for joint negotiating committees (in some agreements); •

a grievance or disputes procedure (see Chapter 61); •

provision for terminating the agreement. •

The scope and content of such agreements can, however, vary widely. Some organizations have 
limited recognition to the provision of representational rights only, others have taken an 
entirely different line in concluding single-union deals which, when they fi rst emerged in the 
1980s, were sometimes referred to as the ‘new realism’.

Single-union deals

Single-union deals have the following typical features:

a single union representing all employees, with constraints put on the role of full-time  •
union offi cials;

fl exible working practices – agreement to the fl exible use of labour across traditional  •
demarcation lines;

single status for all employees – the harmonization of terms and conditions between  •
manual and non-manual employees;

an expressed commitment by the organization to involvement and the disclosure of  •
information in the form of an open communication system and, often, a works 
council;

the resolution of disputes by means of devices such as arbitration, a commitment to  •
continuity of production and a ‘no-strike’ provision.

Single-union deals have generally been concluded on greenfi eld sites, often in the UK by 
Japanese fi rms. A ‘beauty contest’ may be held by the employer to select a union from a number 
of contenders. Thus, the initiative is taken by the employer, which can lay down radical terms 
for the agreement.

New-style agreements

The so-called ‘new-style agreements’ emerged in the 1990s. As described by Farnham (2000), 
a major feature of these agreements is that their negotiating and disputes procedures are based 
on the mutually accepted ‘rights’ of the parties expressed in the recognition agreement. The 
intention is to resolve any differences of interests on substantive issues between the parties by 
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regulations, with pendulum arbitration (see later) providing a resolution of those issues where 
differences exist. New-style agreements will typically include provision for single-union recog-
nition, single status, labour fl exibility, company council and a no-strike clause to the effect that 
issues should be resolved without resource to strikes. The term is not much used nowadays – 
some or all of these provisions may still be included in agreements but they are not described 
as ‘new-style’.

Partnership agreements

Partnership agreements are based on the concept of social partnership, as discussed in Chapter 
54. The TUC has been enthusiastic in its support of them. In industrial relations a partnership 
arrangement is one in which both parties (management and the trade union) agree to work 
together to their mutual advantage and to achieve a climate of more cooperative and therefore 
less adversarial industrial relations. A partnership agreement may include undertakings from 
both sides; for example, management may offer job security linked to productivity and the 
union may agree to new forms of work organization that might require more fl exibility on the 
part of employees.

Five key values for partnership have been set down by Rosow and Casner-Lotto (1998):

1. Mutual trust and respect.

2. A joint vision for the future and the means to achieve it.

3. Continuous exchange of information.

4. Recognition of the central role of collective bargaining.

5. Devolved decision making.

Their research in the United States indicated that if these matters were addressed successfully 
by management and unions, then companies could expect productivity gains, quality improve-
ments, a better motivated and committed workforce and lower absenteeism and turnover 
rates.

Forms of partnership agreements

There is no standard format for partnership agreements although they tend to have a number 
of common features which, as listed by Reilly (2001), are:

Mutuality – both sides recognize that there are areas of commonality, of shared  •
interest.

Plurality – it is recognized that there are areas of difference as well as areas of common  •
interest.
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Trust and respect – for the intentions of the other side and for legitimate differences in  •
interests.

Agreement without coercion – there is an intention to solve problems through consen- •
sus, recognizing business and employee needs.

Involvement and voice – opportunities are provided for employees to shape their work  •
environment and have their opinions heard.

Individualist and collectivist dimension – this is achieved through direct and indirect  •
(ie representative) forms of employee involvement.

Benefi ts of partnership agreements

The benefi ts of partnership agreements include management and unions working together, 
cooperation and mutuality being preferable to an adversarial approach and confl ict in the 
employment relationship. Change is introduced through discussion and agreement rather 
than by coercion or power. Any additional costs arising from single status can be offset because 
single status facilitates improved customer service. Partnerships can also promote openness on 
problems of mutual concern, provide effective communication between employer and union, 
and involve union and employees in proposals for change at an early stage, as well as help 
promote employment security.

The effectiveness of partnership agreements

Partnership agreements sound like a good thing but Bacon and Storey (2000) concluded from 
their research that ‘although some companies may espouse partnership, there is evidence that 
underlying attitudes towards joint governance may be little changed’. Research by Kelly (2004) 
into 22 UK fi rms with partnership agreements found that in industries marked by employ-
ment decline, partnership fi rms often have shed jobs at a faster rate than non-partnership 
fi rms. However, in expanding sectors, partnership fi rms have created jobs at a faster rate than 
non-partnership fi rms. There is no discernible impact of partnership on either wage settle-
ments or union density. He concluded that: ‘Because of the evidence on labour outcomes, and 
given the economic and institutional constraints on partnership agreements, they [the agree-
ments] seem unlikely to fi gure as a major component of the revitalization of the union 
movement.’

An analysis by Guest et al (2008) of evidence from the 2004 Workshop Employee Relations 
Survey suggested that partnership practice remains relatively undeveloped and that it is only 
weakly related to trust between management and employee representatives and to employees’ 
trust in management. Direct forms of participation generally have a more positive association 
with trust than representative forms. The case for partnership and more particularly repre-
sentative partnership as a basis for mutuality and trust is not supported by this evidence.
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On the other hand, studies by Haynes and Allen (2001) at Tesco and Legal and General have 
highlighted potential benefi ts for unions and employees. However, as Roche and Geary (2004) 
found from their research, the outcomes are likely to be linked to the nature of the specifi c 
agreements, rationale, context, business environment, day-to-day processes and relationships 
within organizations espousing partnership, rather than the actual text of an agreement.

Employee relations procedures

Employee relations procedures are those agreed by management and trade unions to regulate 
the ways in which management handles certain industrial relations and employment processes 
and issues. The main employee relations procedures, as described in Chapter 61, are those con-
cerned with grievances, discipline and redundancy. Disputes procedures are usually contained 
within an overall procedural agreement. In addition, agreements are sometimes reached on 
health and safety procedures.

Dispute resolution

The aim of collective bargaining is, of course, to reach agreement, preferably to the satisfaction 
of both parties. Grievance or negotiating procedures provide for various stages of ‘failure to 
agree’ and often include a clause providing for some form of dispute resolution in the event of 
the procedure being exhausted. The processes of dispute resolution are conciliation, arbitra-
tion and mediation.

Conciliation

Conciliation is the process of reconciling disagreeing parties. It is carried out by a third party, 
often an ACAS conciliation offi cer, who acts in effect as a go-between, attempting to get the 
employer and trade union representatives to agree on terms. Conciliators can only help the 
parties to come to an agreement. They do not make recommendations on what that agreement 
should be; that is the role of an arbitrator.

The incentives to seek conciliation are the hope that the conciliator can rebuild bridges and the 
belief that a determined, if last minute, search for agreement is better than confrontation, even 
if both parties have to compromise.

Arbitration

Arbitration is the process of settling disputes by getting a third party, the arbitrator, to review 
and discuss the negotiating stances of the disagreeing parties and make a recommendation on 
the terms of settlement that is binding on both parties who therefore lose control over the set-
tlement of their differences.. The arbitrator is impartial and the role is often undertaken by 
ACAS offi cials, although industrial relations academics are sometimes asked to act in this 



920 Employee Relations

capacity. Arbitration is the means of last resort for reaching a settlement, where disputes cannot 
be resolved in any other way.

Procedure agreements may provide for either side unilaterally to invoke arbitration, in which 
case the decision of the arbitrator is not binding on both parties. The process of arbitration in 
its fullest sense, however, only takes place at the request of both parties who agree in advance 
to accept the arbitrator’s fi ndings. ACAS will only act as an arbitrator if the consent of both 
parties is obtained, conciliation is considered, any agreed procedures have been used to the 
full, and a failure to agree has been recorded.

The notion of pendulum or fi nal offer arbitration emerged in the 1980s and 1990s. It increases 
the rigidity of the arbitration process by allowing an arbitrator no choice but to recommend 
either the union’s or the employer’s fi nal offer – there is no middle ground. The aim is to get 
the parties to avoid adopting extreme positions. The benefi t of signing up to pendulum arbi-
tration as the fi nal stage of a disputes procedure is the so-called ‘shock effect’ of the likelihood 
of entering a win/loss scenario. This, it is argued, provides a strong incentive for the parties to 
settle their differences themselves. The threat of pendulum arbitration coming into play should 
reduce the gap in the position between the parties; the smaller the gap the greater the risk of 
not settling and being exposed to an ‘all or nothing’ situation.

However, the evidence from the Workshop Employee Relations Survey (2004) is that the full 
version of pendulum arbitration as defi ned above is rare.

Mediation

Mediation is a form of arbitration, although it is stronger than conciliation. It takes place when 
a third party (often ACAS) helps the employer and the union by making recommendations 
which, however, they are not bound to accept. Mediation means that the employer retains 
control of the situation by being free to reject or accept the mediator’s recommendations. It is 
cheap and informal relative to an employment tribunal and offers a quick resolution to prob-
lems, privacy and confi dentiality.

Informal employee relations processes

The formal processes of union recognition, collective bargaining and dispute resolution 
described earlier in this chapter provide the framework for industrial relations in so far as this 
is concerned with agreeing terms and conditions of employment and working arrangements 
and settling disputes. But within or outside that framework, informal employee relations proc-
esses are taking place continuously.

Informal employee relationships happen whenever a line manager or team leader is handling 
an issue in contact with a shop steward, an employee representative, an individual employee or 
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a group of employees. The issue may concern methods of work, allocation of work and over-
time, working conditions, health and safety, achieving output and quality targets and stand-
ards, discipline or pay (especially if a payment-by-results scheme is in operation, which can 
generate continuous arguments about times, standards, re-timings, payments for waiting time 
or when carrying out new tasks, and fl uctuations or reductions in earnings because of alleged 
managerial ineffi ciency).

Line managers and supervisors handle day-to-day grievances arising from any of these issues 
and are expected to resolve them to the satisfaction of all parties without involving a formal 
grievance procedure. The thrust for devolving responsibility to line managers for HR matters 
has increased the onus on them to handle employee relations effectively. A good team leader 
will establish a working relationship with the shop steward representing his or her staff, which 
will enable issues arising on the shop fl oor or with individual employees to be settled amicably 
before they become a problem.

Creating and maintaining a good employee relations climate in an organization may be the 
ultimate responsibility of top management, advised by HR specialists. But the climate will be 
strongly infl uenced by the behaviour of line managers and team leaders. The HR function can 
help to improve the effectiveness of this behaviour by identifying and defi ning the competen-
cies required, advising on the selection of supervisors, ensuring that they are properly trained, 
encouraging the development of performance management processes that provide for the 
assessment of the level of competence achieved by line managers and team leaders in handling 
employee relations, or by providing unobtrusive help and guidance as required.

Other features of the industrial relations scene

There are three features of the industrial relations scene that are important, besides the formal 
and informal processes discussed above. These features are union membership arrangements 
within the organization, the ‘check-off ’ system, and strikes and other forms of industrial action 
(which should more realistically be called ‘industrial inaction’ if it involves a ‘go slow’ or ‘work 
to rule’).

Union membership within organizations

The closed shop, which enforced union membership within organizations, has been made 
illegal. But many managers prefer that all their employees should be in the union because on 
the whole it makes their life easier to have one channel of representation to deal with industrial 
relations issues and also because it prevents confl ict between members and non-members of 
the union.
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The ‘check-off ’ system

The ‘check-off ’ is a system that involves management in deducting the subscriptions of trade 
union members on behalf of the union. It is popular with unions because it helps to maintain 
membership and provides a reasonably sure source of income. Management has generally 
been willing to cooperate as a gesture of good faith to their trade union. They may support a 
check-off system because it enables them to fi nd out how many employees are union members. 
Employers also know that they can exert pressure in the face of industrial action by threatening 
to end the check-off. However, the Trade Union and Employment Rights Act 1993 provides 
that if an employer is lawfully to make check-off deductions from a worker’s pay there must be 
prior written consent from the worker and renewed consent at least every three years. This 
three-year renewal provision may inhibit the maintenance of the system.

Strikes

Strikes are the most politically charged of all the features of industrial relations. The 
Conservative Government in the 1980s believed that ‘strikes are too often a weapon of fi rst 
rather than last resort’. However, those involved in negotiation – as well as trade unions – have 
recognized that a strike is a legitimate last resort if all else fails. It is a factor in the balance of 
power between the parties in a negotiation and has to be taken into account by both parties.

Unlike other Western European countries, there is no legal right in Britain for workers or their 
unions to take strike action. What has been built up through common law is a system of legal 
liability that suspended union liability for civil wrongs, or ‘torts’, as long as industrial action 
falls within the legal defi nition of a trade dispute and takes place ‘in contemplation of further-
ance of a trade dispute’.

The Conservative Government’s 1980s and 1990s legislation has limited this legal immunity to 
situations where a properly conducted ballot has been carried out by the union authorizing or 
endorsing the action and where the action is between an employer and their direct employees, 
with all secondary or sympathy action being unlawful. Immunity is also removed if industrial 
action is taken to impose or enforce a closed shop or where the action is unoffi cial and is not 
repudiated in writing by the union. The impact of this law is to deter the calling of strikes 
without careful consideration of where the line of legal immunity is now drawn and of the 
likely result of a secret ballot. But the secret ballot can in effect legitimize strike action.

The number of strikes and the proportion of days lost through strike action have diminished 
signifi cantly in the UK since the 1970s. This reduction has been caused more by economic 
pressures than by the legislation. Unions have had to choose between taking strike action, 
which could lead to closure, or survival on the terms dictated by employers with fewer jobs. In 
addition, unions in manufacturing found that their members who remained in jobs did well 
out of local productivity bargaining and threatened strike action.
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Negotiating and bargaining

Collective bargaining requires the exercise of negotiating and bargaining skills. This section 
covers the processes of negotiation and bargaining and the conventions and skills involved.

The process of negotiation

Negotiation takes place when two parties meet to reach an agreement concerning a proposi-
tion, such as a pay claim, one party has put to the other. Negotiation can be convergent when 
both parties are equally keen to reach a win-win agreement (in commercial terms, a willing 
buyer/willing seller arrangement). It can be divergent when one or both of the parties aim to 
win as much as they can from the other while giving away as little as possible. This can become 
a zero-sum game where the winner takes all and the loser gets nothing although, fortunately, 
this is seldom the case in pay negotiations.

Negotiations in an industrial relations setting differ from commercial negotiations, as shown 
in Table 55.1.

Table 55.1 Industrial relations negotiations/commercial negotiations

Industrial relations negotiations Commercial negotiations

Assume an ongoing relationship –  •
negotiators cannot walk away

The agreement is not legally binding •
Conducted on a face-to-face basis •
Carried out by representatives  •
responsible to constituents

Make frequent use of adjournments •
May be conducted in an atmosphere of  •
distrust, even hostility

Negotiators can walk away •
The contract is legally binding •
May be conducted at a distance •
Carried out directly with the parties  •
being responsible to a line manager

Usually conducted on a continuing basis •
Usually conducted on a ‘willing buyer/ •
willing seller’ basis

In negotiations on pay or other terms and conditions of service, management represents the 
employer’s interests and employee representatives represent the interests of employees. Both 
sides are of equal status.

Negotiations take place in an atmosphere of uncertainty. Neither side knows how strong the 
other side’s bargaining position is or what it really wants and will be prepared to accept. 
Negotiations are conducted in four stages.
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1. Initial steps

In a pay negotiation, unions making the claim will defi ne three things: a) the target they would 
like to achieve, b) the minimum they will accept, and c) the opening claim they believe will 
most likely lead to achieving the target. Employers defi ne three related things: a) the target set-
tlement they would like to achieve, b) the maximum they would be prepared to concede, and 
c) the opening offer that will provide them with suffi cient room to manoeuvre in reaching 
their target. The difference between a union’s claim and an employer’s offer is the negotiating 
range. If the maximum the employer will offer exceeds the minimum the union will accept, the 
difference will be the settlement range, in which case a settlement will be easily reached. If, 
however, the maximum the employer will offer is less than the minimum the union will accept, 
negotiations will be more diffi cult and a settlement will only be reached if the expectations of 
either side are adjusted during the bargaining stage. The extent to which this will happen 
depends on the relative power of the two parties.

Preparation for negotiation by either party involves:

deciding on the strategy and tactics to be used; •

listing the arguments to be used in supporting their case; •

listing the arguments or counter-arguments the other party is likely to use; •

obtaining supporting data; •

selecting the negotiating team, briefi ng them on the strategy and tactics, and rehearsing  •
them in their roles.

2. Opening

Tactics in the opening phase of a negotiation can be as follows:

open realistically and move moderately; •

challenge the other side’s position as it stands; do not destroy their ability to move; •

observe behaviour, ask questions and listen attentively in order to assess the other side’s  •
strengths and weaknesses, their tactics and the extent to which they may be bluffi ng;

make no concessions at this stage; •

be non-committal about proposals and explanations – do not talk too much. •

3. Bargaining

After the opening moves, the main bargaining phase takes place in which the gap is narrowed 
between the initial positions, and there are attempts to persuade each other that their case is 
strong enough to force the other side to close at a less advantageous point than they had 
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planned. Bargaining is often as much about concealing as revealing – keeping arguments in 
reserve to deploy when they will make the greatest impact.

The following tactics can be employed:

always make conditional proposals: ‘If you will do this, then I will consider doing that’  •
– the words to remember are: ‘if… then…’;

never make one-sided concessions: always trade off against a concession from the other  •
party: ‘If I concede x, then I expect you to concede y’;

negotiate on the whole package: negotiations should not allow the other side to pick off  •
item by item (salami negotiation);

keep the issues open to extract the maximum benefi t from potential trade-offs. •

There are certain bargaining conventions that experienced negotiators follow because they 
appreciate that by so doing they create an atmosphere of trust and understanding, which is 
essential to the sort of stable bargaining relationship that benefi ts both sides. Some of the more 
generally accepted conventions are:

Whatever happens during the bargaining, both parties are hoping to reach a  •
settlement.

Negotiators should show that they respect the views of the other side and take them  •
seriously even if they disagree with them.

While it is preferable to conduct negotiations in a civilized and friendly manner, attacks,  •
hard words, threats and controlled losses of temper may be used by negotiators to 
underline determination to get their way and to shake their opponent’s confi dence and 
self-possession. But these should be treated by both sides as legitimate tactics and 
should not be allowed to shake the basic belief in each other’s integrity or desire to 
settle without taking drastic action.

Off-the-record discussions (‘corridor negotiations’) can be mutually benefi cial as a  •
means of probing attitudes and intentions and smoothing the way to a settlement, but 
they should not be referred to specifi cally in formal bargaining sessions unless both 
sides agree in advance.

Each side should be prepared to move from its original position. •

It is normal, although not inevitable, for the negotiation to proceed by alternate offers  •
and counter-offers from each side, which lead steadily towards a settlement.

Third parties should not be brought in until both sides agree that no further progress  •
can be made without them.

Concessions, once made, cannot be withdrawn. •
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If negotiators want to avoid committing themselves to ‘a fi nal offer’ with the risk of  •
devaluing the term if they are forced to make concessions, they should state as posi-
tively as they can that this is a far as they can go. But bargaining conventions allow 
further moves from this position on a quid pro quo basis.

Firm offers must not be withdrawn. •

The fi nal agreement should mean exactly what it says. There should be no trickery and  •
the agreed terms should be implemented without amendment.

So far as possible the fi nal settlement should be framed and communicated in such a  •
way as to reduce the extent to which the other part loses face or credibility.

When bargaining, the parties have to identify the basis for a possible agreement; that is, the 
common ground. One way of doing this, as described by Gennard and Judge (2005), is to use 
the aspiration grid technique. The grid sets out the parameters for the anticipated outcome of 
the negotiations. It shows the expected issues one of the parties is prepared to trade as well as 
the anticipation of the attitude to the bargaining agenda of the other party. The grid gives the 
parameters within which the forthcoming bargaining sessions might be expected to develop. 
It helps to identify the information required from the other party and the information required 
to be conveyed by one party to the other party. If the receipt of this information shows expec-
tations as to the behaviour of the other party to be wrong, then the aspiration grid has to be 
reassessed and modifi ed.

4. Closing

There are various closing techniques:

Make a concession from the package, preferably a minor one, which is traded off against  •
an agreement to settle. The concession can be offered more positively than in the bar-
gaining stage: ‘If you will agree to settle at x then I will concede y.’

Do a deal, split the difference or bring in something new, such as extending the settle- •
ment timescale, agreeing to back-payments, phasing increases, or making a joint decla-
ration of intent to do something in the future.

Summarize what has happened so far, emphasize the concessions that have been made  •
and the extent of the movement from the original position, and indicate that the limit 
has been reached.

Apply pressure through a threat of the dire consequences that will follow if a ‘fi nal’  •
claim is not agreed or a ‘fi nal offer’ is not accepted.

Employers should not make a fi nal offer unless they mean it. If it is not really their fi nal offer 
and the union calls their bluff, they may have to make further concessions and their credibility 
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will be undermined. Each party will attempt to force the other side into revealing the extent to 
which they have reached their fi nal position. But negotiators should not allow themselves to be 
pressurized; they have to use their judgement on when to say ‘this is a far as we can go’. That 
judgement will be based on their understanding that the stage when a settlement is possible 
has been reached.

Negotiating and bargaining skills

The skills required to be effective in negotiations and bargaining are:

Analytical ability – the capacity to assess the factors that affect the negotiating stance  •
and tactics of both parties.

Empathy – the ability to put oneself in the other party’s shoes. •

Interactive skills – the ability to relate well with other people. •

Communicating skills – the ability to convey information and arguments clearly, posi- •
tively and logically.

Keeping cards close to the chest – not giving away what you really want or are prepared  •
to concede until you are ready to do so (in the marketplace it is always easier for sellers 
to drive a hard bargain with buyers who have revealed somehow that they covet the 
article).

Flexible realism – the capacity to make realistic moves during the bargaining process to  •
reduce the claim or increase the offer, which will demonstrate that the bargainer is 
seeking a reasonable settlement and is prepared to respond appropriately to move-
ments from the other side.

Managing with unions

Ideally, management and trade unions learn to live together, often on a give and take basis, the 
presumption being that neither would benefi t from a climate of hostility or by generating con-
stant confrontation. It would be assumed in this ideal situation that mutual advantage would 
come from acting in accordance with the spirit as well as the letter of agreed joint regulatory 
procedures. However, both parties would probably adopt a realistic pluralist viewpoint, recog-
nizing the inevitability of differences of opinion, even disputes, but believing that with good-
will on both sides they could be settled without resource to industrial action.

Of course, the reality in the 1960s and 1970s was often different. In certain businesses, for 
example in the motor and shipbuilding industries, hostility and confrontation were rife, and 
newspaper proprietors tended to let their unions walk all over them in the interests of peace 
and profi t.
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Times have changed. Trade union power has diminished in the private sector if not in the 
public sector. Management in the private sector has tended to seize the initiative. They may be 
content to live with trade unions but they give industrial relations lower priority. They may feel 
that it is easier to continue to operate with a union because it provides a useful, well-estab-
lished channel for communication and for the handling of grievance, discipline and safety 
issues. In the absence of a union, management would need to develop its own alternatives, 
which would be costly and diffi cult to operate effectively. The trade union and the shop stew-
ards remain a ‘useful lubricant’.

Alternatively, as Smith and Morton (1993) suggest, the management perspective may be that it 
is safer to marginalize the unions than formally to de-recognize them and risk provoking a 
confrontation: ‘Better to let them wither on the vine than receive a reviving fertilizer.’ However, 
an alternative view was advanced by Purcell (1979), who argued that management will have 
greater success in achieving its objectives by working with trade unions, in particular by 
encouraging union membership and participation in union affairs.

The pattern varies considerably but there is general agreement based on studies such as the 
Workplace Industrial Relations Survey that employers have been able to assert their preroga-
tive – ‘management must manage’ in the workplace. They seem generally to have regained 
control over how they organize work, especially with regard to the fl exible use of labour and 
multi-skilling. The ‘status quo’ clause, typical of many agreements in the engineering industry, 
whereby management could not change working arrangements without union agreement, has 
virtually disappeared.

Four types of industrial relations management have been identifi ed by Purcell and Sisson (1983):

1. Traditionalists, who have unitary beliefs and are anti-union with forceful management.

2. Sophisticated paternalists, who are essentially unitary but they do not take it for granted 
that their employees accept the organization’s objectives or automatically legitimize man-
agement decision making. They spend considerable time and resources in ensuring that 
their employees adopt the right approach.

3. Sophisticated moderns, who are either constitutionalists, where the limits of collective 
bargaining are codifi ed in an agreement but management is free to take decisions on 
matters which are not the subject of such an agreement; or consultors, who accept collec-
tive bargaining but do not want to codify everything in a collective agreement, and instead 
aim to minimize the amount of joint regulation and emphasize joint consultation with 
‘problems’ having to be solved rather than ‘disputes’ settled.

4. Standard moderns, who are pragmatic or opportunist. Trade unions are recognized, but 
industrial relations are seen as primarily fi re-fi ghting and are assumed to be non-prob-
lematic unless events prove otherwise. This is by far the most typical approach.

On the whole, pluralism prevails and management and unions will inevitably disagree from 
time to time on employment issues. The aim is to resolve these issues before they 
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become disputes. This means adopting a more positive partnership approach. Where collective 
agreements are being made, a cooperative or integrative bargaining philosophy can be adopted 
that is based on perceptions about the mutual interdependence of management and employ-
ees and the recognition by both parties that this is a means to achieve more for themselves. As 
Ackers and Payne (1998) emphasize: ‘Partnership offers British unions a strategy that is not 
only capable of moving with the times and accommodating new political developments, but 
allowing them a hand in shaping their own destiny.’

Managing without trade unions

Millward et al (1992) established from the third Workshop Industrial Relations Survey that the 
characteristics of union-free employee relations were as follows.

Characteristics of union-free employee relations, Millward et al (1992)

Employee relations were generally seen by managers as better in the  •
non-union sector than in the union sector.

Strikes were almost unheard of. •

Labour turnover was high but absenteeism was no worse. •

Pay levels were generally set unilaterally by management. •

The dispersion of pay was higher, it was more market-related and there  •
was more performance-related pay. There was also a greater incidence 
of low pay.

In general, no alternative methods of employee representation existed  •
as a substitute for trade union representation.

Employee relations were generally conducted with a much higher degree  •
of informality than in the union sector. In a quarter of non-union work-
places there were no grievance procedures and about a fi fth had no 
formal disciplinary procedures.

Managers generally felt unconstrained in the way in which they organ- •
ized work.

There was more fl exibility in the use of labour than in the union sector,  •
which included the greater use of freelance and temporary workers.

Employees in the non-union sector are two and a half times as likely to  •
be dismissed as those in unionized fi rms and the incidence of compul-
sory redundancies is higher.
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The survey concluded that many of the differences that exist between unionized and non-
unionized workplaces could be explained by the generally smaller size of the non-union fi rms 
and the fact that many such workplaces were independent, rather than being part of a larger 
enterprise. Another characteristic, not mentioned by the survey, is the use by non-unionized 
fi rms of personal contracts as an alternative to collective bargaining.

The state of employment relations

A survey conducted in 2008 (CIPD, 2008e) revealed what was on the whole a satisfactory state 
of employment relationships, as summarized below.

2008 Survey of Employment Relations, CIPD – main fi ndings

Nearly two-thirds of unionized employers describe the relationship  •
between management and the unions as either positive or very 
positive.

About a quarter of respondents that recognize unions report that the  •
relationship between management and the unions is neither positive 
nor negative, while 9 per cent of employers describe relationships with 
the unions as negative or very negative.

Half of unionized employers describe personal relations between man- •
agers and unions as good, and 44 per cent said they are variable.

Just 2 per cent of employers say personal relations between managers  •
and union offi cials are bad, and 3 per cent report they are non-
existent.

Just over 40 per cent of unionized organizations say their relationship  •
with the unions has changed in the last year, with manufacturing and 
production and public services organizations most likely to report 
change.

Among employers citing changes in union relations, 42 per cent report  •
that the relationship has become more negative and 41 per cent of 
respondents say the opposite.

Nearly 60 per cent of respondents in organizations that recognize  •
unions think that unions exert a signifi cant or very signifi cant infl uence 
on their organization. Just over 40 per cent of respondents say that 
unions exert little or no signifi cant infl uence.
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Handling employment issues

Management should never act without establishing a just cause for action after a thorough 
investigation. If it establishes there is a fair and just cause to act, then in carrying out that 
action it must behave in a fair, reasonable and consistent manner. Employment law says that if 
management does not behave on the basis of just cause and reasonable behaviour in accord-
ance with the principles of natural justice, then the law will make it do so. For example, the law 
on dismissal says you must have a fair reason to dismiss (eg unsatisfactory behaviour, lack of 
capability or redundancy) and in carrying out the dismissal, management must behave rea-
sonably (that is, be procedurally correct).

Public sector respondents are most likely to see union infl uence as  •
strong, with almost three-quarters reporting union infl uence as signifi -
cant or very signifi cant.

A positive net balance of respondents say union infl uence has become  •
weaker over the last two years.

Nearly half of respondents that recognize unions say unions take a con- •
structive line when change is proposed, always (6 per cent) or usually 
(41 per cent). Four in ten employers say unions respond constructively 
sometimes, 12 per cent report that unions take a constructive line rarely, 
and just 2 per cent say unions never respond constructively.

Employee relations processes – key learning points

Employee relations policies

Employee relations policies express the phi-
losophy of the organization on what sort of 
relationships between management and 
employees and their unions is wanted, and 
how they should be handled. They cover 
trade union recognition, collective bargain-
ing, employee relations procedures, partici-
pation and involvement, partnership, the 

employment relationship, harmonization 
and working arrangements.

Employee relations strategies

Employee relations strategies set out how 
employee relations policy objectives are to 
be achieved. They cover union recognition, 
procedural agreements, bargaining struc-
tures and other matters concerning rela-
tionships with unions and employees such 
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Employee relations processes – key learning points 
(continued)

as involvement, communication and 
partnership.

Union recognition

An employer fully recognizes a union for 
the purposes of collective bargaining when 
pay and conditions of employment are 
jointly agreed between management and 
trade unions. Partial recognition takes place 
when employers restrict trade unions to 
representing their members on issues 
arising from employment.

Collective bargaining outcomes

These include procedural agreements, sub-
stantive agreements, single-union deals, 
new-style agreements, partnership agree-
ments and employee relations procedures.

Dispute resolution

Dispute resolution processes comprise con-
ciliation, arbitration and mediation.

Informal employee relations

Informal employee relationships happen 
whenever a line manager or team leader is 
handling an issue in contact with a shop 
steward, an employee representative, an 

individual employee or a group of 
employees.

Negotiating and bargaining

Negotiations take place in four stages: initial 
steps, opening, bargaining and closing.

Managing with unions

Working with unions has often meant con-
fl ict in the past, but while confl ict can never 
be avoided, a positive partnership approach 
can be adopted.

Managing without unions

Millward et al (1992) established that the 
characteristics of union-free employee rela-
tions were that employee relations were 
generally seen by managers as better in the 
non-union sector than in the union sector, 
employee relations were generally con-
ducted with a much higher degree of infor-
mality than in the union sector, managers 
generally felt unconstrained in the way in 
which they organized work, and there was 
more fl exibility in the use of labour than in 
the union sector, which included the greater 
use of freelance and temporary workers.

Questions

1. You are the people resourcing manager in a medium-sized engineering fi rm that carries 
out sub-contract work for the aerospace industry in the UK and abroad. Manufacturing 
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Employee Voice

Key concepts and terms

Attitude survey •

Improvement group •

Joint consultation •

Quality circle •

Employee voice •

Involvement •

Participation •

Suggestion scheme •

On completing this chapter you should be able to defi ne these key concepts. 
You should also know about:

Learning outcomes

The meaning of employee voice •

Expression of employee voice •

Attitude surveys •

Effectiveness of employee  •
involvement and participation

EU Directives affecting employee  •
voice procedures

The forms of employee voice •

Joint consultation •

Suggestion schemes •

Planning for voice •
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Introduction

The phrase ‘employee voice’ refers to the say employees have in matters of concern to them in 
their organization. It describes a form of two-way dialogue that allows employees to infl uence 
events at work and includes the processes of involvement, participation, upward problem 
solving and upward communication. This chapter covers the meaning and purpose of employee 
voice and how it is expressed.

The meaning of employee voice

As defi ned by Boxall and Purcell (2003): ‘Employee voice is the term increasingly used to cover 
a whole variety of processes and structures which enable, and sometimes empower employees, 
directly and indirectly, to contribute to decision-making in the fi rm.’ Employee voice can be 
seen as ‘the ability of employees to infl uence the actions of the employer’ (Millward et al, 
1992). The concept covers the provision of opportunities for employees to register discontent, 
express complaints or grievances and modify the power of management, and sometimes brings 
collective and individual techniques into one framework. Direct employee voice involves con-
tacts between management and employees without the involvement of trade unions. Union 
voice is expressed through representatives and can be power-based.

Dundon et al (2004) suggested the following meanings of direct and union employee voice.

The meaning of employee voice, Dundon et al (2004)

Expression of individual dissatisfaction raised with line manager or  •
through grievance procedure.

Expression of collective dissatisfaction raised by trade unions through  •
collective bargaining or industrial action.

Contribution to management decision making through upward  •
problem solving, suggestion schemes and attitude surveys.

Demonstration of mutuality through partnership agreements, joint  •
consultative committees and works councils.SO
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The forms of employee voice

The elements of employee voice are:

Participation, which is about employees playing a greater part in the decision-making  •
process by being given the opportunity to infl uence management decisions and to con-
tribute to the improvement of organizational performance. As Williams and Adam-
Smith (2006) explain, the term ‘participation’ refers to arrangements that give workers 
some infl uence over organizational and workplace decisions.

Involvement, which is the process through which management allows employees to  •
discuss with them issues that affect them. Williams and Adam-Smith (2006) suggest 
that this term is most usefully applied to management initiatives that are designed to 
further the fl ow of communication at work as a means of enhancing the organizational 
commitment of employees.

As defi ned by Marchington et al (2001), these elements of employee voice can be categorized 
as representative participation and upward problem solving.

Representative participation

Joint consultation – a formal mechanism that provides the means for management to  •
consult employee representatives on matters of mutual interest (discussed in more 
detail below).

Partnership schemes – these emphasize mutual gains and tackling issues in a spirit of  •
cooperation rather than through traditional, adversarial relationships.

European Works Councils – these may be set up across European sites as required by  •
EU legislation.

Collective representation – the role of trade unions or other forms of staff association  •
in collective bargaining and representing the interests of individual employees and 
groups of employees. This includes the operation of grievance procedures.

Upward problem solving

Upward communication, which is any means through which employees can make rep- •
resentations to management about their concerns through their representatives, 
through established channels (consultative committees, grievance procedures, ‘speak-
up’ programmes, etc) or informally.

Attitude surveys – seeking the opinions of staff through questionnaires (discussed in  •
more detail below).
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Suggestion schemes – the encouragement of employees to make suggestions, often  •
accompanied by rewards for accepted ideas (discussed in more detail below).

Project teams – getting groups of employees together with line managers to develop  •
new ideas, processes, services or products or to solve problems (quality circles and 
improvement groups come into this category, although the former have often failed to 
survive as a specifi c method of involvement).

The framework for employee voice

The framework for employee voice has been modelled by Marchington et al (2001) as shown 
in Figure 56.1.

Shared
agenda

Employee
involvement

Grievance
procedures

Partnership
agreements

Traditional
collective
bargaining

Direct
involvement

Indirect
involvement

Contested
agenda

Figure 56.1 A framework for employee voice

This framework identifi es two dimensions of voice: 1) individual employees, and 2) collective 
– union and other representation. The shared agenda of involvement and partnership is a form 
of upward problem solving. This is on the same axis as the contested agenda of grievances and 
collective bargaining. But these are not absolutes. Organizations will have tendencies toward 
shared or contested agendas just as there will be varying degrees of direct and indirect involve-
ment, although they are unlikely to have partnership and traditional collective bargaining at 
the same time. As Kochan et al (1986) point out, one of the strongest factors affecting the 
choice of approach to employee voice is the values held by management towards employees 
and their unions.
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Expression of employee voice

The degree to which employees have a voice will vary considerably. At one end of the scale 
there will be unilateral management and employees will have no voice at all. At the other end, 
employees might have complete self-management and control as in a cooperative, although 
this is very rare. In between, the steps in the degree to which employees have voice, as defi ned 
by Boxall and Purcell (2003), are as follows.

The degrees to which employees have voice, Boxall and Purcell (2003)

Little voice – information provided. •

Downward – right to be told. •

Some – opportunity to make suggestions. •

Two way – consulted during decision making. •

Two way plus – consulted at all stages of decision making and  •
implementation.

A lot – the right to delay a decision. •

Power to affect outcome – the right to veto a decision. •

Substantial – equality or co-determination in decision making. •
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Levels of employee voice

Involvement and participation takes various forms at different levels in an enterprise, as 
described below.

The job level involves team leaders and their teams, and the processes include the communica-
tion of information about work and the interchange of ideas about how the work should be 
done. These processes are essentially informal.

The management level can involve sharing information and decision making about issues that 
affect the way in which work is planned and carried out, and working arrangements and con-
ditions. There are limits. Management as a whole, and individual managers, must retain 
authority to do what their function requires. Involvement does not imply anarchy; but it does 
require some degree of willingness on the part of management to share its decision-making 
powers. At this level, involvement and participation may become more formalized, through 
consultative committees, briefi ng groups or other joint bodies involving management and 
employees or their representatives.
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At the policy-making level, where the direction in which the business is going is determined, 
total participation would imply sharing the power to make key decisions. This is very seldom 
practised in the UK, although there may be processes for communicating information on pro-
posed plans (which would almost certainly not reveal proposals for acquisitions or disinvest-
ments or anything else where commercial security is vital) and discussing the implications of 
those plans.

At the ownership level, participation implies a share in the equity, which is not meaningful 
unless the workers have suffi cient control through voting rights to determine the composition 
of the board. This is not a feature of the British employee relations scene.

At one end of the scale, management makes decisions unilaterally; at the other end, in theory, 
but never in practice except in a worker’s cooperative (almost non-existent in the UK), workers 
decide unilaterally. Between these extremes there is a range of intermediate points, as shown in 
Figure 56.2. The point on this scale at which participation should or can take place at any level 
in an organization depends on the attitudes, willingness and enthusiasm of both management 
and employees. Management may be reluctant to give up too much of its authority except 
under pressure from the unions (which is less likely today), or from EC Directives on worker 
consultation.

Management joins 
with employees in 
making decisions

Management 
consults with 

employees before 
making final decision

Management 
communicates 
decisions to 
employees

Management 
decides unilaterally

Degree to which 
management prerogative 

is preserved

Degree to which 
employees are 

involved

Figure 56.2 Levels of employee voice

Factors affecting choice

Research carried out by Marchington et al (1992) identifi ed the following factors that infl u-
enced employers to implement employee voice initiatives.
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Factors infl uencing employers to implement employee voice initiatives, 
Marchington et al (1992)

Information and education – a desire to ‘educate’ employees more fully  •
about aspects of the business and to convince them of the ‘logic’ of 
management’s actions.

Secure enhanced employee contributions – seeking employee ideas and  •
using them to improve performance.

Handling confl ict at work and promoting stability – providing a safety- •
valve for the expression of employees’ views.

A mechanism for channelling employee anxieties and misgivings  •
without their resorting to the disputes procedure and industrial action.
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Joint consultation

Joint consultation enables managers and employee representatives to meet on a regular basis 
in order to exchange views, to make good use of members’ knowledge and expertise, and to 
deal with matters of common interest that are not the subject of collective bargaining. 
Meaningful consultation involves the actions by management set out below.

Meaningful consultation

Tell employees what management proposes (not intends) to do. •

Give employees suffi cient time to respond to the proposed action. •

Give consideration to the employees’ response. •

Explain fully the response of management to the employees’ view. •

For joint consultation to work well it is fi rst necessary to defi ne, discuss and agree its objec-
tives. These should be related to tangible and signifi cant aspects of the job, the process of man-
agement, or the formulation of policies that affect the interests of employees. They should not 
deal only with peripheral matters such as welfare, social amenities or ‘the quality of the sau-
sages in the staff restaurant’. Consultation should take place before decisions are made. 
Management must believe in and must be seen to believe in involving employees. Actions 
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speak louder than words and management should demonstrate that it will put into effect the 
joint decisions made during discussions. The unions must also believe in participation as a 
genuine means of giving them voice and advancing the interests of their members, and not 
simply as a way of getting more power. They should show by their actions that they are pre-
pared to support unpopular decisions to which they have been a party.

Joint consultation machinery should be in line with any existing systems of negotiation and 
representation. It should not be supported by management as a possible way of reducing the 
powers of the union. If this naïve approach is taken, it will fail – it always does. Joint consulta-
tion should be regarded as a process of integrative bargaining complementary to the distribu-
tive bargaining that takes place in joint negotiating committees. Consultative committees 
should always relate to a defi ned working unit, should never meet unless there is something 
specifi c to discuss, and should always conclude their meetings with agreed points that are 
implemented quickly.

Employee and management representatives should be properly briefed and trained and have 
all the information they require. Managers and team leaders should be kept in the picture and, 
as appropriate, involved in the consultation process – it is clearly highly undesirable for them 
to feel that they have been left out.

Attitude surveys

Attitude surveys are a valuable way of involving employees by seeking their views on matters 
that concern them. Attitude surveys can provide information on the preferences of employees, 
give warning on potential problem areas, diagnose the cause of particular problems and 
compare levels of job satisfaction, commitment and morale in different parts of the 
organization.

Methods of conducting attitude surveys

There are four methods of conducting attitude surveys.

1. By the use of structured questionnaires

These can be issued to all or a sample of employees. The questionnaires may be standardized 
ones, such as the Brayfi eld and Rothe Index of Job Satisfaction, or they may be developed spe-
cially for the organization. The advantage of using standardized questionnaires is that they 
have been thoroughly tested and in many cases norms are available against which results can 
be compared. Additional questions especially relevant to the company can be added to the 
standard list. A tailor-made questionnaire can be used to highlight particular issues, but it may 
be advisable to obtain professional help from an experienced psychologist, who can carry out 
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the skilled work of drafting and pilot-testing the questionnaire and interpreting the results. 
Questionnaires have the advantage of being relatively cheap to administer and analyse, espe-
cially when there are large numbers involved. Many organizations use electronic means (the 
intranet) to seek the views of employees generally or on particular issues. Examples of attitude 
surveys are given in Appendices A and B.

2. By the use of interviews

These may be ‘open-ended’ or in-depth interviews in which the discussion is allowed to range 
quite freely. Or they may be semi-structured in that there is a checklist of points to be covered, 
although the aim of the interviewer should be to allow discussion to fl ow around the points so 
that the frank and open views of the individual are obtained. Alternatively, and more rarely, 
interviews can be highly structured so that they become no more than the spoken application 
of a questionnaire. Individual interviews are to be preferred because they are more likely to be 
revealing, but they are expensive and time-consuming and not so easy to analyse. Discussions 
through ‘focus groups’ (ie groups of employees convened to focus their attention on particular 
issues) are a quicker way of reaching a large number of people, but the results are not so easy 
to quantify and some people may have diffi culty in expressing their views in public.

3. By a combination of questionnaire and interview

This is the ideal approach because it combines the quantitative data from the questionnaire 
with the qualitative data from the interviews. It is always advisable to accompany question-
naires with some in-depth interviews, even if time permits only a limited sample. An alterna-
tive approach is to administer the questionnaire to a group of people and then discuss the 
reactions to each question with the group. This ensures that a quantifi ed analysis is possible 
but enables the group, or at least some members of it, to express their feelings more fully.

4. By the use of focus groups

A focus group is a representative sample of employees whose attitudes and opinions are sought 
on issues concerning the organization and their work. The essential features of a focus group 
are that it is structured, informed, constructive and confi dential.

Assessing results

It is an interesting fact that when people are asked directly if they are satisfi ed with their job, 
most of them (70 to 90 per cent) will say they are. This is regardless of the work being done and 
often in spite of strongly held grievances. The probable reason for this phenomenon is that 
while most people are willing to admit to having grievances – in fact, if invited to complain, 
they will complain – they may be reluctant to admit, even to themselves, to being dissatisfi ed 
with a job that they have no immediate intention of leaving. Many employees have become 



944 Employee Relations

reconciled to their work, even if they do not like some aspects of it, and have no real desire to 
do anything else. So they are, in a sense, satisfi ed enough to continue, even if they have com-
plaints. Finally, many people are satisfi ed with their job overall, although they grumble about 
many aspects of it.

Overall measures of satisfaction do not, therefore, always reveal anything interesting. It is more 
important to look at particular aspects of satisfaction or dissatisfaction to decide whether or 
not anything needs to be done. In these circumstances, the questionnaire will indicate only a 
line to be followed up; it will not provide the answers. Hence the advantage of individual meet-
ings or focus group discussions to explore in depth any issue raised.

Suggestion schemes

Suggestion schemes are established procedures for employees to submit ideas to management 
with tangible recognition for those suggestions that have merit. They can provide a valuable 
means for employees to participate in improving the effi ciency of the company. Properly 
organized, they can help to reduce the feelings of frustration endemic in all concerns where 
people think they have good ideas but cannot get them considered because there are no recog-
nized channels of communication. Normally, only those ideas outside the usual scope of 
employees’ duties are considered, and this should be made clear, as well as the categories of 
those eligible for the scheme – senior managers are often excluded.

The most common arrangement is to use suggestion boxes with, possibly, a special form for 
entering a suggestion. Alternatively, or additionally, employees can be given the name of an 
individual or a committee to whom suggestions should be submitted. Managers and team 
leaders must be stimulated to encourage their staff to submit suggestions, and publicity in the 
shape of posters, leafl ets and articles in the company magazine should be used to promote the 
scheme. The publicity should give prominence to the successful suggestions and how they are 
being implemented.

One person should be made responsible for administering the scheme. He or she should have 
the authority to reject facetious suggestions, but should be given clear guidance on the routing 
of suggestions by subject matter to departments or individuals for their comments. The admin-
istrator deals with all communication and, if necessary, may go back to the individual who 
submitted the suggestion to get more details of, for example, the savings in cost or improve-
ments in output that should result from the idea.

It is desirable to have a suggestion committee consisting of management and employee repre-
sentatives to review suggestions in the light of the comments of any specialist functions or 
executives who have evaluated them. This committee should be given the fi nal power to accept 
or reject suggestions but could, if necessary, call for additional information or opinion before 
making its decision. The committee could also decide on the size of any award within 
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established guidelines, such as a proportion of savings during the fi rst year. There should be a 
standard procedure for recording the decisions of the committee and informing those who 
made suggestions of the outcome – with reasons for rejection if appropriate. It is important to 
take care when explaining to employees that their ideas cannot be accepted so that they are not 
discouraged.

Effectiveness of employee involvement and 
participation

Research conducted by Cox et al (2006) indicated that to be effective, employee involvement 
and participation mechanisms have to be embedded in the organization – well established and 
part of everyday working life. Combinations of involvement and participation practices 
worked best. The main barriers to effective employee voice appear to be a partial lack of 
employee enthusiasm, absence of necessary skills to implement and manage employee voice 
programmes, and issues concerning line managers – such as middle managers acting as block-
ers through choice or ignorance. Making employee voice effective requires top management 
support, good leadership skills and fi nding the right mechanisms for involvement and 
participation.

Planning for voice

The forms of voice appropriate for an organization depend upon the values and attitudes of 
management and, if they exist, trade unions, and the current climate of employee relations. 
Attention has also to be paid to the EU Directives on works councils and information and con-
sultation of employees; see below.

Planning should be based on a review of the existing forms of voice, which would include dis-
cussions with stakeholders (line managers, employees and trade union representatives) on the 
effectiveness of existing arrangements and any improvements required. In the light of these 
discussions, new or revised approaches can be developed; it will be necessary to brief and train 
those involved in the part they should play.

EU Directives affecting employee voice procedures
European Works Councils (EWC) Directive

This Directive, put into effect in the UK in 2000, requires works councils to be set up in 
European undertakings or groups of undertakings as a means of informing or consulting with 
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employees. The Directive covers undertakings, irrespective of ownership, with at least 1,000 
employees located in the EU area, of which at least 150 are located in each of two EU countries. 
The subjects for discussion may include the general economic and fi nancial situation of the 
business, and other matters with a major impact on employees such as relocations, closures, 
mergers, collective dismissals and the introduction of new technology. The formation of an 
EWC can be triggered either by a formal request from employees or by the employer.

Information and Consultation of Employees (ICE) Directive

This Directive was put into effect by UK regulations in 2005. These give employees the right to 
be informed about the business’s economic situation and their employment prospects, and 
informed and consulted about decisions likely to lead to substantial changes in work relations 
or contractual relations, including redundancies and transfers. The regulations apply to organ-
izations with 50 or more employees and procedures can be triggered either by a formal request 
from employees or by the employer.

Employee voice – key learning points

The meaning of employee voice

‘Employee voice is the term increasingly 
used to cover a whole variety of processes 
and structures which enable, and some-
times empower employees, directly and 
indirectly, to contribute to decision making 
in the fi rm’ Boxall and Purcell (2003).

The forms of employee voice

The basic elements of employee voice are 
participation and involvement. These take 
the forms of joint consultation, participa-
tion, collective representation, upward 
communication (consultative committees, 
etc), attitude surveys, suggestion schemes 
and project teams (quality circles or 
improvement groups).

Expression of employee voice

The degree to which employees have voice 
will vary considerably.

Joint consultation

Joint consultation enables managers and 
employee representatives to meet on a regular 
basis to exchange views, to make good use of 
members’ knowledge and expertise, and to 
deal with matters of common interest that are 
not the subject of collective bargaining.

Attitude surveys

Attitude surveys are a valuable way of 
involving employees by seeking their views 
on matters that concern them.

Suggestion schemes

Suggestion schemes can provide a valuable 
means for employees to participate in 
improving the effi ciency of the company.

Effectiveness of employee involvement 
and participation (Cox et al, 2006)

To be effective, employee involvement and 
participation mechanisms have to be 
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Questions

1. From the operations director: ‘The term “employee voice” is being bandied about a lot, 
but what does it mean?’

2. From a friend studying for her CIPD exams: ‘Could you please explain to me the differ-
ence between employee involvement and employee participation?’

3. From your chief executive: ‘I seem to spend more and more of my time meeting employ-
ees in our various consultative committees. Do they really add value to the business? If 
so, I would like to know how.’
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embedded in the organization – well estab-
lished and part of everyday working life. 
Combinations of involvement and partici-
pation practices worked best.
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Planning should be based on a review of 
the existing forms of voice, which would 
include discussions with stakeholders (line 
managers, employees and trade union rep-
resentatives) on the effectiveness of existing 
arrangements and any improvements 

required. In the light of these discussions, 
new or revised approaches can be devel-
oped; it will be necessary to brief and train 
those involved in the part they should play.

EU Directives affecting employee 
voice procedures
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European Works Councils (EWC) Directive 
and the Information and Consultation of 
Employees (ICE) Directive.
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Employee Communications

Key concepts and terms

Employee communication •

Speak-up programme •

Consultation •

Team briefi ng •

On completing this chapter you should be able to defi ne these key concepts. 
You should also know about:

Learning outcomes

The importance of employee  •
communications

The approach to communication •

Employee communication  •
strategy

What should be communicated •

Communication methods •
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Introduction

Employee communication processes and systems provide for ‘two-way communication’. In 
one direction they enable organizations to inform employees about matters that will interest 
them. In the other, they provide for upward communication by giving employees a voice, as 
described in Chapter 56.

Communication should be distinguished from consultation. As the ACAS (2005) guide states, 
communication is concerned with the exchange of information and ideas within an organiza-
tion while consultation goes beyond this and involves managers actively seeking and then 
taking account of the views of employees before making a decision.

The importance of employee communications

Good communication is important for three reasons. First, it is a vital part of any change man-
agement programme. If any change is proposed in terms and conditions of employment, HR 
processes such as contingent pay, working methods, technologies, products and services or 
organization (including mergers and acquisitions) employees need to know what is proposed 
and how it will affect them. Resistance to change often arises simply because people do not 
know what the change is or what it implies for them. Second, commitment to the organization 
will be enhanced if employees know what the organization has achieved or is trying to achieve 
and how this benefi ts them. Third, effective communication generates trust as organizations 
take the trouble to explain what they are doing and why. However, it should be emphasized 
that these three benefi ts of good communication will only be realized in full if employees are 
given a voice – the opportunity to comment and respond to the information they obtain from 
management.

What should be communicated?

Management and individual managers need to communicate to employees about terms and 
conditions of employment, what they are expected to do, learning and development opportu-
nities, the objectives, strategies, policies and performance of the organization, and any pro-
posed changes to conditions of employment, working arrangements and requirements, or the 
structure and policies of the organization.

Employees need the opportunity to communicate upwards their comments and reactions to 
what is proposed will happen or what is actually happening in matters that affect them; for 
example, pay and other terms of employment, working conditions, work–life balance, equal 
opportunity, job security, health and safety, and learning and development programmes.
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Approach to communication

To be effective, communication needs to be clear, easily understood and concise. Information 
should be presented systematically on a regular basis and be as relevant, local and timely as 
possible. Empathy is required by management in the sense of appreciating the concerns of 
employees and what they want and need to hear. Possible reactions to proposed changes should 
be assessed and anticipated in the communication. Attitude surveys can be used to fi nd out 
what information employees want and where they feel there are any gaps that need to be 
fi lled.

A variety of communication methods will be needed; spoken and written, direct and indirect. 
Face-to-face communication to individuals or groups is both direct and swift and it provides 
an opportunity to gauge the reactions of people, who can respond on the spot and ask ques-
tions. It should be supplemented by written material or intranet communications where the 
information is particularly important or complex.

Written communication is most effective when the information is important, the topic requires 
detailed and accurate explanation, the audience is widespread or large, and there is need for a 
back-up to face-to-face communication or a permanent record. Judicious use should be made 
of a mix of face-to-face and written communication, using a selection of the methods described 
below.

Communication methods
Individual face-to-face communication

This is, of course, the most common method of communication but it can be the most prob-
lematic. The quality, accuracy and acceptability of the information depend largely on the skill 
of the managers or team leaders involved and on their commitment to doing it well. Information 
can be distorted or plain wrong. Briefi ng notes are helpful but they will not necessarily be used 
well. Individual communication is inevitable and necessary but should not be relied upon in 
isolation when the subject matter is important.

Team briefi ng

A team briefi ng aims to overcome the limited scope for communication through individuals 
or even joint consultative committees by involving everyone in an organization, level by level, 
in face-to-face meetings to present, receive and discuss information. It operates as follows.
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How a team briefi ng operates

Organization – covers all levels in the business with the fewest possible steps  •
from top to bottom. There should be between four and 18 in each group and the 
group should be run by its team leader or manager (who must be given 
training).

Subjects – policies, plans, progress and people. •

Operation – work to a brief prepared by the board on key issues. The brief is  •
written up and cascaded down the organization. Briefs are discussed at meet-
ings and comments are fed back to the top to provide for two-way 
communication.

Timing and duration – meet when there is something to discuss. Meetings last  •
no more than 20–30 minutes.

Team briefi ng can work well as long as there is enthusiasm for it at the top that is transmitted 
throughout the organization. It depends on good briefi ng and managers or team leaders who 
have the necessary communication and interpersonal skills.

Consultative committees

Joint consultation provides a channel for two-way communication, but committees are not 
always effective. Their discussions can be confi ned to relatively trivial issues and there is still 
the problem of disseminating information around the organization – committee members 
cannot do this on their own. Minutes can be posted on notice boards but may not be read. It 
is better to highlight key points either on notice boards or through other channels.

Notice boards

Notice boards are the most obvious and familiar means of communication but they can too 
easily be cluttered up with redundant information. It is necessary to control what goes on to 
boards and ensure that out-of-date or unauthorized notices are removed.

Speak-up programmes

Speak-up programmes provide unique channels for individual employees to raise points with 
senior management concerning the organization and its plans and policies. This can be through 
the intranet.
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Intranet

Organizations are increasingly relying on an internal e-mail system (the intranet) to commu-
nicate information, especially in workplaces where all or most of the employees have access to 
a computer. The advantage of intranet communication is that it can be transmitted swiftly to 
a wide audience. It can also be used for two-way communication – employees can be invited 
to respond to questions or surveys.

A communication dashboard can be created for departmental websites that displays perform-
ance metrics in a visual form, as on a car dashboard.

Magazines

Glossy magazines or house journals are obvious ways to keep employees informed about the 
activities and achievements of the organization. There is, however, a danger of such magazines 
being more about public relations than about matters of real interest to employees.

Newsletters and bulletins

Newsletters can appear more frequently than magazines and can angle their contents more to 
the concerns of employees. They may be distributed in addition to a house magazine, treating 
the latter mainly as a public relations exercise.

Bulletins can be used to give immediate information to employees that cannot wait for the 
next issue of a newsletter.

Employee communication strategy

A strategy for employee communication will deal with what information the organization 
wants to give to employees and how it wants to provide it. Provision should also be made for 
upward communication.

Information to be made available

The strategy should be based on an analysis of what management wants to say and what 
employees want to hear on a regular basis. It should also cover provision for upwards commu-
nication. The analysis could refer to the areas of interest set out earlier in this chapter.

It may also be necessary to develop a specifi c communication strategy for any proposed major 
changes to terms and conditions, working arrangements such as downsizing, or organization 
structure, including mergers and acquisitions. For example, the introduction of a new pay 
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structure is a major change exercise and will need to be supported by a planned communica-
tion strategy.

Providing the information

The strategy should cover the mix of methods that will be used to convey the information – 
face-to-face (individual or team), notice boards, intranet and magazines, newsletters or 
bulletins.

Upward communication

The strategy should also provide for upward communication through consultative commit-
tees, team briefi ng, speak-up programmes and the intranet.

Employee communication – key learning points

The importance of employee 
communication

A vital part of a change management pro-
gramme, increase commitment, generate 
trust.

What should be communicated

Management and individual managers 
need to communicate to employees about 
terms and conditions of employment, what 
they are expected to do, learning and devel-
opment opportunities, the objectives, strat-
egies, policies and performance of the 
organization, and any proposed changes to 
conditions of employment, working 
arrangements and requirements, or the 
structure and policies of the organization. 
Employees need the opportunity to com-
municate upwards their comments and 
reactions to what is proposed will happen 
or what is actually happening in matters 
that affect them.

The approach to communication

Communication needs to be clear, easily 
understood and concise. Information 
should be presented systematically on a 
regular basis and be as relevant, local and 
timely as possible.

Communication methods

Individual face-to-face communication, 
team briefi ng, consultative committees, 
notice boards, speak-up programmes, 
intranet, magazines, newsletters and 
bulletins.

Employee communication strategy

A strategy for employee communication 
will deal with what information the organi-
zation wants to give to employees and how 
it wants to provide it. Provision should also 
be made for upward communication.
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Questions

1. You have been asked to give a talk at your local CIPD branch conference on ‘Upwards 
communication: what does it mean and what is its value to employers and employees?’ 
Prepare an outline of your talk with supporting evidence on good practice from your 
own organization or elsewhere.

2. From your managing director: ‘What’s this I hear about team briefi ng? Is it for us and, if 
so, how do we benefi t?’

3. What are the main barriers to communication and how can they be overcome?

Reference
ACAS (2005) Guide to Communications, ACAS, London
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Part XI
Health, Safety and 

Employee Well-being

This part deals with the social responsibility of the organization to meet its obligations 

to provide for the health, safety and well-being of its employees.

Part XI contents

58. Health and safety 959

59. Employee well-being 975
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58
Health and Safety

Key concepts and terms

Frequency rate •

Health and safety audit •

Incidence rate •

Occupational hygiene •

Risk •

Severity rate •

Hazard •

Health and safety inspection •

Occupational health programme •

Occupational medicine •

Risk assessment •

On completing this chapter you should be able to defi ne these key concepts. 
You should also know about:

Learning outcomes

Managing health and safety at  •
work

Risk assessments •

Health and safety inspections •

Occupational health programmes •

Communicating the need for  •
better health and safety practices

Organizing health and safety •

Health and safety policies •

Health and safety audits •

Accident prevention •

Measuring health and safety  •
performance

Health and safety training •
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Introduction

Health and safety policies and programmes are concerned with protecting employees – and 
other people affected by what the company produces and does – against the hazards arising 
from their employment or their links with the company.

Safety programmes deal with the prevention of accidents and with minimizing the resulting 
loss and damage to people and property. They relate more to systems of work than the working 
environment, but both health and safety programmes are concerned with protection against 
hazards, and their aims and methods are clearly interlinked.

Occupational health programmes deal with the prevention of ill-health arising from working 
conditions. They consist of two elements: 1) occupational medicine, which is a specialized 
branch of preventive medicine concerned with the diagnosis and prevention of health hazards 
at work and dealing with any ill-health or stress which has occurred in spite of preventive 
actions, and 2) occupational hygiene, which is the province of the chemist and the engineer or 
ergonomist engaged in the measurement and control of environmental hazards.

Managing health and safety at work

It is estimated by the Royal Society for the Prevention of Accidents (2008) that every year in the UK 
we face the challenge of reducing about 350 fatalities at work, over 36 million days lost due to work-
related accidents and ill-health. It has also been estimated by the Health and Safety Executive (2008) 
that, apart from the pain and misery caused to those directly or indirectly concerned, the total cost 
to British employers of work-related injury and illness is £6.5 billion a year.

The achievement of a healthy and safe place of work and the elimination to the maximum 
extent possible of hazards to health and safety is the responsibility of everyone employed in an 
organization, as well as those working there under contract. But the onus is on management to 
achieve and indeed go beyond the high standard in health and safety matters required by the 
legislation – the Health and Safety at Work, etc Act, 1974 and the various regulations laid down 
in the Codes of Practice.

The importance of healthy and safe policies and practices is, sadly, often underestimated by 
those concerned with managing businesses and by individual managers within those busi-
nesses. But it cannot be emphasized too strongly that the prevention of accidents and elimina-
tion of health and safety hazards is a prime responsibility of management and managers in 
order to minimize suffering and loss.

The achievement of the highest standards of health and safety in the workplace is the moral as 
well as the legal responsibility of employers – this is the overriding reason. Close and continu-
ous attention to health and safety is important because ill-health and injuries caused by the 



Health and Safety 961

system of work or working conditions cause suffering and loss to individuals and their depend-
ants. In addition, accidents and absences through ill-health or injuries result in losses and 
damage for the organization. This ‘business’ reason is much, much less signifi cant than the 
‘human’ reasons, but it is still a consideration, albeit a tangential one.

Health and safety policies

Written health and safety policies are required to demonstrate that top management is con-
cerned about the protection of the organization’s employees from hazards at work and to indi-
cate how this protection will be provided. They are, therefore, fi rst a declaration of intent; 
second, a defi nition of the means by which that intent will be realized, and third, a statement 
of the guidelines that should be followed by everyone concerned – which means all employees 
– in implementing the policy.

The policy statement should consist of three parts:

1. the general policy statement;

2. the description of the organization for health and safety;

3. details of arrangements for implementing the policy.

The general policy statement

The general policy statement should be a declaration of the intention of the employer to safe-
guard the health and safety of employees. It should emphasize these fundamental points:

that the safety of employees and the public is of paramount importance; •

that safety takes precedence over expediency; •

that every effort will be made to involve all managers, team leaders and employees in  •
the development and implementation of health and safety procedures;

that health and safety legislation will be complied with in the spirit as well as the letter  •
of the law.

Organization

This section of the policy statement should describe the health and safety organization of the 
business through which high standards are set and achieved by people at all levels in the 
organization.

This statement should underline the ultimate responsibility of top management for the health 
and safety performance of the organization. It should then indicate how key 
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management personnel are held accountable for performance in their areas. The role of safety 
representatives and safety committees should be defi ned, and the duties of specialists such as 
the safety adviser and the medical offi cer should be summarized.

Conducting risk assessments
What is a risk assessment?

Risk assessments are concerned with the identifi cation of hazards and the analysis of the risks 
attached to them. A hazard is anything that can cause harm (working on roofs, lifting heavy 
objects, chemicals, electricity, etc). A risk is the chance, large or small, of harm being actually 
done by the hazard.

The purpose of risk assessments is to initiate preventive action. They enable control measures 
to be devised on the basis of an understanding of the relative importance of risks. Risk assess-
ments must be recorded if there are fi ve or more employees.

There are two types of risk assessment. The fi rst is quantitative risk assessment, which pro-
duces an objective probability estimate based upon risk information that is immediately appli-
cable to the circumstances in which the risk occurs. The second is qualitative risk assessment, 
which is more subjective and is based on judgement backed by generalized data. Qualitative 
risk assessment is preferable if the specifi c data are available. Qualitative risk assessment may 
be acceptable if there is little or no specifi c data as long as the assessment is made systemati-
cally on the basis of an analysis of working conditions and hazards and informed judgement 
of the likelihood of harm actually being done.

Risk assessments seek to identify typical hazards – activities where accidents happen, such as 
those set out below.

Typical hazards – activities where accidents happen

Receipt of raw materials, eg lifting, carrying. •

Stacking and storage, eg falling materials. •

Movement of people and materials, eg falls, collisions. •

Processing of raw materials, eg exposure to toxic substances. •

Maintenance of buildings, eg roof work, gutter cleaning. •

Maintenance of plant and machinery, eg lifting tackle, installation of  •
equipment.
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Most accidents are caused by a few key activities. Assessors should concentrate initially on 
those that could cause serious harm. Operations such as roof work, maintenance and trans-
port movement cause far more deaths and injuries each year than many mainstream 
activities.

When carrying out a risk assessment it is also necessary to consider who might be harmed. 
This does not mean only employees but also visitors, including cleaners and contractors, and 
the public when calling in to buy products or enlist services.

Hazards should be ranked according to their potential severity as a basis for producing one side 
of the risk equation. A simple three-point scale can be used such as ‘low’, ‘moderate’ and ‘high’. A 
more complex severity rating scale has been proposed by Holt and Andrews (1993), as follows:

Catastrophic – imminent danger exists, hazard capable of causing death and illness on  •
a wide scale.

Critical – hazard can result in serious illness, severe injury, property and equipment  •
damage.

Marginal – hazard can cause illness, injury, or equipment damage, but the results would  •
not be expected to be serious.

Negligible – hazard will not result in serious injury or illness, remote possibility of  •
damage beyond minor fi rst-aid case.

Assessing the risk

When the hazards have been identifi ed it is necessary to assess how high the risks are. This 
involves answering three questions:

Using electricity, eg using hand tools, extension leads. •

Operating machines, eg operating without suffi cient clearance, or at an unsafe  •
speed; not using safety devices.

Failure to wear protective equipment, eg hats, boots, clothing. •

Distribution of products or materials, eg movement of vehicles. •

Dealing with emergencies, eg spillages, fi res, explosions. •

Health hazards arising from the use of equipment or methods of working, eg  •
VDUs, repetitive strain injuries from badly designed work stations or working 
practices.
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1. What is the worst result?

2. How likely is it to happen?

3. How many people could be hurt if things go wrong?

A probability rating system can be used such as:

1. Probable – likely to occur immediately or shortly.

2. Reasonably probable – probably will occur in time.

3. Remote – may occur in time.

4. Extremely remote – unlikely to occur.

Taking action

Risk assessment should lead to action. The type of action can be ranked in order of potential 
effectiveness in the form of the following ‘safety precedence sequence’.

Safety precedence sequence

Hazard elimination – use of alternatives, design improvements, change of process. •

Substitution – for example, replacement of a chemical with one that is less risky. •

Use of barriers – removing the hazard from the worker or removing the worker from  •
the hazard.

Use of procedures – limitation of exposure, dilution of exposure, safe systems of work  •
(these depend on human response).

Use of warning systems – signs, instructions, labels (these also depend on human  •
response).

Use of personal protective clothing – this depends on human response and is used only  •
when all other options have been exhausted.

Monitoring and evaluation

Risk assessment is not completed when action has been initiated. It is essential to monitor the 
hazard and evaluate the effectiveness of the action in eliminating it or at least reducing it to an 
acceptable level.
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Health and safety audits

Risk assessments identify specifi c hazards and quantify the risks attached to them. Health and 
safety audits provide for a much more comprehensive review of all aspects of health and safety 
policies, procedures and practices programmes. As described by Saunders (1992):

A safety audit will examine the whole organization in order to test whether it is meeting 
its safety aims and objectives. It will examine hierarchies, safety planning processes, 
decision making, delegation, policy making and implementation as well as all areas of 
safety programme planning.

Who carries out a health and safety audit?

Safety audits can be conducted by safety advisers and/or HR specialists, but the more manag-
ers, employees and trade union representatives are involved the better. Audits are often carried 
out under the auspices of a health and safety committee with its members taking an active part 
in conducting them.

Managers can also be held responsible for conducting audits within their departments and, 
even better, individual members of these departments can be trained to carry out audits in 
particular areas. The conduct of an audit will be facilitated if checklists are prepared and a 
simple form used to record results.

Some organizations also use outside agencies such as the British Safety Institute to conduct 
independent audits.

What is covered by a health and safety audit?

A health and safety audit should cover the following.

1. Policies

Do health and safety policies meet legal requirements? •

Are senior managers committed to health and safety? •

How committed are other managers, team leaders and supervisors to health and  •
safety?

Is there a health and safety committee? If not, why not? •

How effective is the committee in getting things done? •
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2. Procedures

How effectively do the procedures:

Support the implementation of health and safety policies? •

Communicate the need for good health and safety practices? •

Provide for systematic risk assessments? •

Ensure that accidents are investigated thoroughly? •

Record data on health and safety that is used to evaluate performance and initiate  •
action?

Ensure that health and safety considerations are given proper weight when designing  •
systems of work or manufacturing and operational processes (including the design of 
equipment and work stations, the specifi cation for the product or service, and the use 
of materials)?

Provide safety training, especially induction training and training when jobs or working  •
methods are changed?

3. Safety practices

To what extent do health and safety practices in all areas of the organization conform  •
to the general requirements of the Health and Safety at Work Act and the specifi c 
requirements of the various regulations and Codes of Practice?

What risk assessments have been carried out? What were these fi ndings? What actions  •
were taken?

What is the health and safety performance of the organization as shown by the per- •
formance indicators? Is the trend positive or negative? If the latter, what is being done 
about it?

How thoroughly are accidents investigated? What steps have been taken to prevent their  •
recurrence?

What is the evidence that managers and supervisors are really concerned about health  •
and safety?

What should be done with the audit?

The audit should cover the questions above but its purpose is to generate action. Those con-
ducting the audit will have to assess priorities and costs and draw up action programmes for 
approval by the board.
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Health and safety inspections

Health and safety inspections are designed to examine a specifi c area of the organization – an 
operational department or a manufacturing process – in order to locate and defi ne any faults 
in the system, equipment, plant or machines, or any operational errors that might be a danger 
to health or the source of accidents. Health and safety inspections should be carried out on a 
regular and systematic basis by line managers and supervisors with the advice and help of 
health and safety advisers. The steps to be taken in carrying out health and safety inspections 
are as follows:

1. Allocate the responsibility for conducting the inspection.

2. Defi ne the points to be covered in the form of a checklist.

3. Divide the department or plant into areas and list the points to which attention needs to 
be given in each area.

4. Defi ne the frequency with which inspections should be carried out – daily in critical 
areas.

5. Use the checklists as the basis for the inspection.

6. Carry out sample or spot checks on a random basis.

7. Carry out special investigations as necessary to deal with special problems such as operat-
ing machinery without guards to increase throughput.

8. Set up a reporting system (a form should be used for recording the results of 
inspections).

9. Set up a system for monitoring that safety inspections are being conducted properly and 
on schedule and that corrective action has been taken where necessary.

Accident prevention

The prevention of accidents is achieved by the following actions.

Accident prevention actions

Identify the causes of accidents and the conditions under which they are most  •
likely to occur.

Take account of safety factors at the design stage – building safety into the  •
system.
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Occupational health programmes

Occupational health programmes are designed to minimize the impact of work-related ill-
nesses arising from work. It is estimated by the Royal Society for the Prevention of Accidents 
(2008) that every year in the UK 30 million working days are lost because of work-related 
illness. Two million people say they suffer from an illness they believe was caused by their 
work. Muscular disorders, including repetitive strain injury (RSI) and back pain are by far the 
most commonly reported illnesses, with 1.2 million affected, and the numbers are rising. The 
next biggest problem is stress, which 500,000 people say is so bad that it is making them ill. 
These are large and disturbing fi gures and they show that high priority must be given to creat-
ing and maintaining programmes for the improvement of occupational health.

The control of occupational health and hygiene problems can be achieved by taking the fol-
lowing actions.

Design safety equipment and protective devices and provide protective  •
clothing.

Carry out regular risk assessments audits, inspections and checks and take  •
action to eliminate risks.

Investigate all accidents resulting in damage or harm to establish the cause and  •
to initiate corrective action.

Maintain good records and statistics in order to identify problem areas and  •
unsatisfactory trends.

Conduct a continuous programme of education and training on safe working  •
habits and methods of avoiding accidents.

Encourage approaches to leadership and motivation that do not place excessive  •
demands on people.

The control of occupational health and hygiene problems

Eliminate the hazard at source through design and process engineering. •

Isolate hazardous processes and substances so that workers do not come into  •
contact with them.

Change the processes or substances used to promote better protection or elimi- •
nate the risk.
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Particular attention needs to be exercised on the control of noise, fatigue and stress. The man-
agement and control of stress, as considered in Chapter 59, should be regarded as a major part 
of any occupational health programme.

Measuring health and safety performance

It is essential to measure health and safety performance as a means of identifying in good time 
where actions are necessary. Account should be taken not only of current and recent fi gures 
but also trends. The most common measures are:

The frequency rate: number of injuries/number of hours worked × 100,000. •

The incidence rate: number of injuries/average number employed during the period  •
× 1,000.

The severity rate – the days lost through accidents or occupational health problems per  •
1 million hours worked.

Provide protective equipment, but only if changes to the design, process or  •
specifi cation cannot completely remove the hazard.

Train workers to avoid risk. •

Maintain plant and equipment to eliminate the possibility of harmful emis- •
sions, controlling the use of toxic substances and eliminating radiation 
hazards.

Adopt good housekeeping practices to keep premises and machinery clean and  •
free from toxic substances.

Conduct regular inspections to ensure that potential health risks are identifi ed  •
in good time.

Carry out pre-employment medical examinations and regular checks on those  •
exposed to risk.

Ensure that ergonomic considerations (ie, those concerning the design and use  •
of equipment, machines, processes and workstations) are taken into account in 
design specifi cations, establishing work routines and training – this is particu-
larly important as a means of minimizing the incidence of RSI.

Maintain preventive medicine programmes that develop health standards for  •
each job and involve regular audits of potential health hazards and regular 
examinations for anyone at risk.
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Some organizations adopt a ‘total loss control’ approach, which covers the cost of accidents to 
the business under such headings as pay to people off work, damage to plant or equipment and 
loss of production. A cost severity rate can then be calculated, which is the total cost of acci-
dent per million hours worked.

Communicating the need for better health and 
safety practices

It is necessary to deliver the message that health and safety is important, as long as this supple-
ments rather than replaces other initiatives. The following steps can be taken to increase the 
effectiveness of safety messages.

Communicating effectively on health and safety

Avoid negatives – successful safety propaganda should contain positive mes- •
sages, not warnings of the unpleasant consequences of actions.

Expose correctly – address the message to the right people at the point of  •
danger.

Use attention-getting techniques carefully – lurid images may only be remem- •
bered for what they are, not for the message they are trying to convey.

Maximize comprehension – messages should be simple and specifi c. •

Messages must be believable – they should address real issues and be perceived  •
as being delivered by people (ie managers) who believe in what they say and are 
doing something about it.

Messages must point the way to action – the most effective messages call for  •
positive actions that can be achieved by the receivers and will offer them a tan-
gible benefi t.

Approaches to briefi ng staff on the importance of health and safety

Advice to a group of staff on the importance of health and safety in the workplace must be 
based on a thorough understanding of the organization’s health and safety policies and proce-
dures and an appreciation of the particular factors affecting the health and safety of the group 
of people concerned. The latter can be based on information provided by risk assessments, 
safety audits and accident reports. But the advice must be positive – why health and safety is 
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important and how accidents can be prevented. The advice should not be over-weighted by 
awful warnings.

The points to be made include:

A review of the health and safety policies of the organization with explanations of the  •
reasoning behind them and a positive statement of management’s belief that health 
and safety is a major consideration because: 1) it directly affects the well-being of all 
concerned, and 2) it can, and does, minimize suffering and loss.

A review of the procedures used by the organization for the business as a whole and in  •
the particular area to assess risks and audit safety position.

An explanation of the roles of the members of the group in carrying out their work  •
safely and giving full consideration to the safety of others.

A reiteration of the statement that one of the core values of the organization is the  •
maintenance of safe systems of work and the promotion of safe working practices.

Health and safety training

Health and safety training is a key part of the preventative programme. It should start as part 
of the induction course. It should also take place following a transfer to a new job or a change 
in working methods. Safety training spells out the rules and provides information on potential 
hazards and how to avoid them. Further refresher training should be provided and special 
courses laid on to deal with new aspects of health and safety or areas in which safety problems 
have emerged.

Organizing health and safety

Health and safety concerns everyone in an establishment, although the main responsibility lies 
with management in general and individual managers in particular. Specifi c roles as summa-
rized below should be defi ned:

Management •  develops and implements health and safety policies and ensures that pro-
cedures for carrying out risk assessments, safety audits and inspections are imple-
mented. Importantly, management has the duty of monitoring and evaluating health 
and safety performance and taking corrective action as necessary.

Managers •  can exert the greater infl uence on health and safety. They are in immediate 
control and it is up to them to keep a constant watch for unsafe conditions or practices 
and to take immediate action. They are also directly responsible for ensuring that 
employees are conscious of health and safety hazards and do not take risks.
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Employees •  should be aware of what constitutes safe working practices as they affect 
them and their fellow workers. While management and managers have the duty to 
communicate and train, individuals also have the duty to take account of what they 
have heard and learnt in the ways they carry out their work.

Health and safety advisers •  advise on policies and procedures and on healthy and safe 
methods of working. They conduct risk assessments and safety audits and investiga-
tions into accidents in conjunction with managers and health and safety representa-
tives, maintain statistics and report on trends and necessary actions.

Health and safety representatives •  deal with health and safety issues in their areas and are 
members of health and safety committees.

Medical advisers •  have two functions: preventive and clinical. The preventive function is 
most important, especially on occupational health matters. The clinical function is to 
deal with industrial accidents and diseases and to advise on the steps necessary to 
recover from injury or illness arising from work. They do not usurp the role of the 
family doctor in non-work-related illnesses.

Safety committees •  consisting of health and safety representatives advise on health and 
safety policies and procedures, help in conducting risk assessments and safety audits, 
and make suggestions on improving health and safety performance.

Health and safety – key learning points

Managing health and safety at work

The achievement of a healthy and safe place of 
work and the elimination to the maximum 
extent possible of hazards to health and safety 
is the responsibility of everyone employed in 
an organization, as well as those working there 
under contract. But the onus is on manage-
ment to achieve and indeed go beyond the 
high standard in health and safety matters 
required by the legislation – the Health and 
Safety at Work, etc Act, 1974 and the various 
regulations laid down in the Codes of Practice.

Health and safety policies

Written health and safety policies are required 
to demonstrate that top management 

is concerned about the protection of the 
organization’s employees from hazards at 
work and to indicate how this protection will 
be provided.

Risk assessments

Risk assessments are concerned with the 
identifi cation of hazards and the analysis of 
the risks attached to them. The purpose is 
to initiate preventive action.

Health and safety audits

Health and safety audits provide for a much 
more comprehensive review of all aspects 
of health and safety policies, procedures 
and practices programmes.



Health and Safety 973

Health and safety – key learning points (continued)

Health and safety inspections

Health and safety inspections should be 
carried out on a regular and systematic basis 
by line managers and supervisors with the 
advice and help of health and safety advisers.

Accident prevention

Identify the causes of accidents. •

Take account of safety factors at the  •
design stage.

Design safety equipment and pro- •
tective devices and provide protec-
tive clothing.

Carry out regular risk assessments  •
audits and inspections and take 
action to eliminate risks.

Investigate all accidents. •

Maintain good records and statistics  •
in order to identify problem areas 
and unsatisfactory trends.

Conduct a continuous programme  •
of education and training on safe 
working habits.

Occupational health programmes

Eliminate the hazard at source through  •
design and process engineering.

Isolate hazardous processes and  •
substances so that workers do not 
come into contact with them.

Change the processes or substances  •
used to promote better protection 
or eliminate the risk.

Provide protective equipment, but  •
only if changes to the design, process 
or specifi cation cannot completely 
remove the hazard.

Train workers to avoid risk. •

Measuring health and safety 
per formance

This is important as a guide to action, using 
the standard measures of frequency, inci-
dence and severity rate.

Communicating the need for better 
health and safety practices

It is necessary to deliver the message that health 
and safety is important, as long as this supple-
ments rather than replaces other initiatives.

Health and safety training

Health and safety training is a key part of 
the preventative programme. It should start 
as part of the induction course. It should 
also take place following a transfer to a new 
job or a change in working methods.

Organizing health and safety

Health and safety concerns everyone in an 
establishment, although the main responsi-
bility lies with management in general and 
individual managers in particular. The fol-
lowing roles should be defi ned: managers 
and employees, health and safety advisers, 
medical advisers and the health and safety 
committee.
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Questions

1. What are health and safety and occupational health programmes?

2. What is the purpose of health and safety policies?

3. What is the distinction between risk assessments, health and safety audits and health 
and safety inspections?

4. What steps need to be taken to prevent accidents?

5. How are occupational health problems controlled?
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59
Employee Well-being

Key concepts and terms

Employee assistance programme  •
(EAP)

Work environment •

Quality of working life •

Work–life balance •

On completing this chapter you should be able to defi ne these key concepts. 
You should also know about:

Learning outcomes

Reasons for concern with well- •
being

The achievement of work–life  •
balance

Sexual harassment •

Services for individuals •

The signifi cance of the work  •
environment

Managing stress •

Bullying •

Group employee services •
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Introduction

Well-being at work exists when people are happy with their lot – what they do, how they are 
treated, how they get on with others. The well-being of employees depends on the quality of 
working life provided by their employers – the feelings of satisfaction and happiness arising 
from the work itself and the work environment. The concept of the quality of working life 
emerged in the 1970s (Wilson, 1973) but has been less prominent recently, partly because of 
the preoccupation with work–life balance, which is dealt with later in this chapter. As defi ned 
by Taylor (2008) the quality of working life is related to the basic extrinsic job factors of wages, 
hours and working conditions and the intrinsic factors of the work itself. Warr et al (1970) 
focused their defi nition on work involvement, intrinsic job motivation, job satisfaction and 
happiness.

Some time ago Martin (1967) put the case for welfare, as it was then known, as follows: ‘People 
(at work) are entitled to be treated as full human beings with personal needs, hopes and anxi-
eties.’ This requirement has not changed since then.

There are three reasons why organizations should be concerned with the well-being of their 
employees. First, and most importantly, they have a duty of care and this means adopting a 
socially responsible approach to looking after their people. Second, employers are responsible 
for creating a good work environment not only because it is their duty to do so but also as part 
of the total reward system. Third, it is in the interests of employers to do so because this will 
increase the likelihood of their employees being committed to the organization and help to 
establish it as a ‘best place to work’.

A key aspect of well-being for employees is their health and safety, as covered in Chapter 58. 
Job design factors, as discussed in Chapter 27, are also important. The other aspects dealt with 
in this chapter are creating a satisfactory work environment, which includes dealing with how 
people are treated at work, managing stress, attending to work–life balance issues, providing 
services for individuals including employee assistance programmes, and group services.

Improving of the work environment

The work environment consists of the system of work, the design of jobs, working conditions 
and the ways in which people are treated at work by their managers and co-workers. Well-
being is achieved when account is taken in designing the work system and the jobs in it of the 
needs of the people concerned (see Chapter 27). Working conditions need to meet health and 
safety requirements as listed in Chapter 58. The way people are treated is a matter of manage-
rial behaviour, achieving work–life balance and dealing with issues such as stress, harassment 
and bullying, as discussed below.
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Managerial behaviour

Lawler (2003) suggests that what managers have to do is ‘to treat people right’. This means rec-
ognizing them as individuals with different needs and wants, rewarding their achievements, 
helping them to develop, and treating them with consideration as human beings.

Work–life balance

Work–life balance employment practices are concerned with providing scope for employees to 
balance what they do at work with the responsibilities and interests they have outside work 
and so reconcile the competing claims of work and home by meeting their own needs as well 
as those of their employers. The term ‘work–life balance’ has largely replaced ‘family-friendly 
policy’. As Kodz et al (2002) explain, the principle of work–life balance is that: ‘There should 
be a balance between an individual’s work and their life outside work, and that this balance 
should be healthy.’

As defi ned by the Work Foundation (2003b) the concept of work–life balance is ‘about employ-
ees achieving a satisfactory equilibrium between work and non-work activities (ie parental 
responsibilities and wider caring duties, as well as other activities and interests)’. The Work 
Foundation recommends that practical day-to-day business and related needs should be con-
sidered when organizations set about selecting the range of work–life options that should be 
made available to staff, whether on a collective basis (as, for example, fl exitime arrangements) 
or on an individual level (say, allowing an individual to move to term-time working provi-
sions). Individual requests for a particular working arrangement generally need to be consid-
ered on a case-by-case basis, but it is important for a culture to exist that does not discourage 
employees from making such requests. In addition to fearing the reaction of line managers, the 
risk of career damage is a common reason for poor take-up of work–life balance arrange-
ments. Line management will need to be convinced that work–life balance measures are impor-
tant and pay off in terms of increased engagement.

The IRS (2002) considers that ‘Flexible working is considered the most practical solution to 
establishing an effective work–life balance.’ The term ‘fl exible working ‘covers fl exitime, home-
working, part-time working, compressed working weeks, annualized hours, job sharing and 
term-time only working. It also refers to special leave schemes that provide employees with the 
freedom to respond to a domestic crisis or to take a career break without jeopardizing their 
employment status. However, IRS noted that ‘creating an environment in which staff who opt 
to work fl exibly and those who raise work–life issues will require a cultural shift in many 
organizations, backed by senior level support’.

The Work Foundation (2003b) survey of work–life balance established that the most common 
work–life balance measures taken by employers were the provision of part-time working (90 
per cent), family/emergency leave (85 per cent) and general unpaid leave (78 per cent). Formal 
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policies are most likely to be found in public and voluntary sector organizations (35 per cent) 
and least likely to be found in manufacturing (14 per cent).

Management resistance is the most common diffi culty met in introducing work–life balance 
policies. However, the work–life balance survey conducted by the DTI in 2003 found that there 
was a high level of support amongst employers (65 per cent). A large proportion of employers 
(74 per cent) believed that people who work fl exibly are just as likely to be promoted as those 
who do not. The survey established that the benefi ts claimed from introducing work–life 
balance policies were:

improved productivity and quality of work; •

improved commitment and morale; •

reduced staff turnover; •

reduced casual absence; •

improved utilization of new recruits. •

Work–life balance policies can lower absence and help to tackle the low morale and high 
degrees of stress that can lead to retention problems as employees tire of juggling work and life 
responsibilities. The research conducted by the Institute of Employment Studies (Kodz et al, 
2002) identifi ed employees who were staying longer with their fi rms because of access to fl ex-
ible working arrangements.

Managing stress

There are four main reasons why organizations should take account of stress and do some-
thing about it. First, they have the social responsibility to provide a good quality of working 
life; second, because excessive stress causes illness; third, because it can result in inability to 
cope with the demands of the job which, of course, creates more stress, and fi nally because 
excessive stress can reduce employee effectiveness and therefore organizational performance.

The ways in which stress can be managed by an organization include the following.

Ways of managing stress

Job design – clarifying roles, reducing the danger of role ambiguity and confl ict  •
and giving people more autonomy within a defi ned structure to manage their 
responsibilities.

Targets and performance standards – setting reasonable and achievable targets  •
that may stretch people but do not place impossible burdens on them.
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Sexual harassment

Sadly, sexual harassment has always been a feature of life at work. Perhaps it is not always quite 
as blatant today as it has been in the past, but it is still there, in more or less subtle forms, and 
it is just as unpleasant. People subject to sexual harassment can take legal action but it must be 
the policy of the organization to make it clear that it will not be tolerated, and this policy 
should be backed up by procedures and practices for dealing with harassment.

Problems of dealing with harassment

There are three problems in dealing with harassment. First, it can be diffi cult to make a clear-
cut case. An accusation of harassment can be hard to prove unless there are witnesses, and 
those who indulge in this practice usually take care to carry it out on a one-to-one basis. In this 
situation, it may be a case of one person’s word against another’s. The harasser, almost inevi-
tably a man, resorts to two defences: one, that it did not take place (‘it was all in her mind’); 
and two, that if anything did take place it was provoked by the behaviour of the female. When 
this happens, whoever deals with the case has to exercise judgement and attempt, diffi cult 
though it may be, to remove any prejudice in favour of the word of the man, the woman, the 
boss or the subordinate.

The second problem is that victims of sexual harassment are often unwilling to take action and 
in practice seldom do so. This is because of the actual or perceived diffi culty of proving their 
case. But they may also feel that they will not get a fair hearing and are worried about the effect 

Job placement – taking care to place people in jobs that are within their  •
capabilities.

Career development – planning careers and promoting staff in accordance with  •
their capabilities, taking care not to over- or under-promote.

Performance management processes, which allow a dialogue to take place  •
between managers and individuals about the latter’s work problems and 
ambitions.

Counselling – giving individuals the opportunity to talk about their problems  •
with a member of the HR department, or through an employee assistance pro-
gramme, as described later in this chapter.

Anti-bullying campaigns – bullying at work is a major cause of stress. •

Management training in what managers can do to alleviate their own stress and  •
reduce it in others.
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making such accusations will have on how they are treated by their boss or their colleagues in 
the future, whether or not they have substantiated their accusation.

The third, and perhaps the most deep-rooted and diffi cult problem is that sexual harassment 
may be part of the culture of the organization – ‘the way we do things around here’; a norm, 
practised at all levels.

Solutions

There are no easy solutions to these problems. It may be very hard to eradicate sexual harass-
ment completely, but the effort must be made along the following lines.

Dealing with harassment

1. Issue a clear statement by the chief executive that sexual harassment will not be 
tolerated.

2. Back up the statement with a policy directive that spells out in more detail that the 
organization deplores it, why it is not acceptable and what people who believe they 
are being subjected to harassment can do about it.

3. Reinforce the policy statement by behaviour at senior level that demonstrates that 
it is not merely words but that these exhortations have meaning.

4. Ensure that the sexual harassment policy is stated clearly in induction courses and 
is conveyed to everyone on promotion. Reinforce this message by regular 
reminders.

5. Make arrangements for employees subjected to sexual harassment to seek advice, 
support and counselling without any obligation to take a complaint forward. They 
could talk informally with someone in HR. Alternatively, a counsellor (possibly 
engaged as part of an employee assistance programme) can usefully offer guidance 
on harassment problems, assist in resolving them informally by seeking, with the 
agreement of the complainant, a confi dential and voluntary interview with the 
person complained against to achieve a solution without resource to a formal dis-
ciplinary procedure, assist in submitting a complaint if the employee wishes to 
raise it formally, and counselling the parties on their future conduct.

6. Create a special procedure for hearing complaints about sexual harassment. The 
normal procedure may not be suitable because the harasser could be the employ-
ee’s line manager. The procedure should provide for employees to bring their com-
plaint to someone of their own sex, should they so choose.
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Bullying

Bullying is a form of harassment and can be very unpleasant. It is perhaps one of the most dif-
fi cult aspects of employee relationships to control. Like sexual harassment, it can be hard to 
prove that bullying has taken place and employees may be reluctant to complain about a bul-
lying boss, simply because he or she is a bully. But this does not mean that an organization can 
ignore the problem. A policy should be published that states that bullying is unacceptable 
behaviour. People who feel that they are being bullied should have the right to discuss the 
problem with someone in the HR department or a trained counsellor. Bullies should not be 
punished automatically. They should initially be helped to acknowledge the impact of their 
behaviours, and to change. Punishment should be reserved for those who persist in spite of 
this guidance.

Services for individuals

Services may be provided for individuals to help them deal with their problems. This may 
involve counselling or personal case work where the aim is as far as possible to get individuals 
to help themselves. Counselling is a skilled business, and is best carried out by trained people. 
This is where employee assistance programmes (EAPs) can be useful. EAP services are pro-
vided by external agencies that give employees access to counselling through a phone service, 
although face-to-face counselling may also be offered. Employers can refer employees to the 
service, which is provided in confi dence between the agency and the individual.

7. Handle complaints about harassment with sensitivity and due respect for the rights 
of both the complainant and the accused. Ensure that hearings are conducted fairly 
and both parties are given an equal opportunity to put their case.

8. Where sexual harassment has taken place, crack down on it. It should be stated in 
the policy that it is regarded as gross misconduct and, if it is proved, makes the 
individual liable to instant dismissal. Less severe penalties may be reserved for 
minor cases, but there should always be a warning that repetition will result in 
dismissal.

9. Ensure that everyone is aware that the organization does take action when required 
to punish those who indulge in sexual harassment.

10. Provide training to line managers and team leaders to ensure that the policy is 
properly implemented and to make them aware of their direct responsibility to 
prevent harassment taking place and to take action if it does.
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The areas where counselling and other forms of help may be provided are as follows.

Areas where counselling and other forms of help may be provided

Sickness – the provision of help and advice to employees absent from work for  •
long periods due to illness; this might include sick visits.

Bereavement – advice on how to cope with the death of a partner or close  •
relative.

Domestic problems – normally they should not be the concern of the employer,  •
but if someone is very distressed help can be offered through a counselling 
service.

Retirement – advice can be made available to employees who are about to retire  •
to prepare them for their new circumstances; continued counselling and visiting 
services can be provided for retired employees.

Group employee services

Group employee services mainly consist of subsidized restaurants, sports and social clubs and 
child care facilities.

Restaurant facilities are desirable in any large establishment where local facilities are limited. 
Sports or social clubs should not be laid on because they are ‘good for morale’; there is no evi-
dence that they are. They should only be provided if there is a real need for them arising from 
a lack of local facilities. In the latter case the facilities should be shared with the local 
community.

Child care facilities are one of the most popular forms of group services if they fi ll a need that 
cannot be met easily elsewhere.

Employee well-being – key learning points

Reasons for concern with well-being

Employers have a duty of care and  •
this means adopting a socially 
responsible approach to looking 
after their people.

Employers are responsible for creat- •
ing a good work environment, not 
only because it is their duty to do so 
but also as part of the total reward 
system.
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Employee well-being – key learning points (continued)

It is in the interests of employers to do  •
so because this will increase the likeli-
hood of their employees being com-
mitted to the organization and help to 
establish it as a ‘best place to work’.

The signifi cance of the work 
environment

The work environment consists of the 
system of work, the design of jobs, working 
conditions and the ways in which people 
are treated at work by their managers and 
co-workers. Well-being is achieved when 
account is taken in designing the work 
system and the jobs in it of the needs of the 
people concerned. Working conditions 
need to meet health and safety require-
ments. The way people are treated is a 
matter of managerial behaviour, achieving 
work-life balance and dealing with issues 
such as stress, harassment and bullying.

The achievement of work–life balance

Flexible working is the most practical solu-
tion to establishing an effective work–life 
balance. This covers fl exitime, homework-
ing, part-time working, compressed working 
weeks, annualized hours, job sharing and 
term-time only working. It also refers to 
special leave schemes that provide employ-
ees with the freedom to respond to a domes-
tic crisis or to take a career break without 
jeopardizing their employment status.

Managing stress

Employers have the social responsi- •
bility to provide a good quality of 

working life.

Excessive stress causes illness. •

Stress can result in inability to cope  •
with the demands of the job, which 
creates more stress.

Excessive stress can reduce employee  •
effectiveness and therefore organi-
zational performance.

Sexual harassment

Sexual harassment is diffi cult to deal with 
but it is important to make a determined 
attempt to minimize it through policy state-
ments backed up by special procedures for 
seeking help and making complaints.

Bullying

A policy should be published that states 
that bullying is unacceptable behaviour. 
People who feel that they are being bullied 
should have the right to discuss the problem 
with someone in the HR department or a 
trained counsellor.

Services for individuals

Counselling, possibly through EAP pro-
grammes, can be provided for sickness, 
bereavement, domestic problems and 
retirement.

Group employee services

These mainly consist of subsidized restau-
rants, sports and social clubs and child care 
facilities.
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Questions

1. What does employee well-being mean?

2. What is work–life balance and what can be done about it?

3. How can stress be managed?

4. What are employee assistance programmes (EAPs)?
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Introduction

HR policies are continuing guidelines on how people should be managed in the organization. 
They defi ne the philosophies and values of the organization on how people should be treated, 
and from these are derived the principles upon which managers are expected to act when 
dealing with HR matters. HR policies should be distinguished from procedures, as discussed 
in Chapter 61. A policy provides generalized guidance on how HR issues should be dealt with; 
a procedure spells out precisely what steps should be taken to deal with major employment 
issues such as grievances, discipline, capability and redundancy.

Why have HR policies?

HR policies provide guidelines on how key aspects of people management should be handled. 
The aim is to ensure that any HR issues are dealt with consistently in accordance with the 
values of the organization in line with certain defi ned principles. All organizations have HR 
policies. Some, however, exist implicitly as a philosophy of management and an attitude to 
employees that is expressed in the way in which HR issues are handled; for example, the intro-
duction of new technology. The advantage of explicit policies in terms of consistency and 
understanding may appear to be obvious, but there are disadvantages: written policies can be 
infl exible, constrictive, platitudinous, or all three. To a degree, policies have often to be 
expressed in abstract terms and managers do not care for abstractions. But they do want to 
know where they stand – people like structure – and formalized HR policies can provide the 
guidelines they need.

Formalized HR policies can be used in induction, team leader and management training to 
help participants understand the philosophies and values of the organization and how they are 
expected to behave within that context. They are a means for defi ning the employment rela-
tionship and the psychological contract.

HR policies can be expressed formally as overall statements of the values of the organization 
or in specifi c areas, as discussed in this chapter.

Overall HR policy

The overall HR policy defi nes how the organization fulfi ls its social responsibilities to its 
employees and sets out its attitudes towards them. It is an expression of its values or beliefs 
about how people should be treated. Peters and Waterman (1982) wrote that if they were asked 
for one all-purpose bit of advice for management, one truth that they could distil from all their 
research on what makes an organization excellent, it would be: ‘Figure out your value system. 
Decide what the organization stands for.’
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Selznick (1957) emphasized the key role of values in organizations when he wrote: ‘The forma-
tion of an institution is marked by the making of value commitments, that is, choices which fi x 
the assumptions of policy makers as to the nature of the enterprise, its distinctive aims, methods 
and roles.’

The values expressed in an overall statement of HR policies may explicitly or implicitly refer to 
the following concepts.

Values expressed in overall HR policy

Equity – treating employees fairly and justly by adopting an ‘even-handed’  •
approach. This includes protecting individuals from any unfair decisions made 
by their managers, providing equal opportunities for employment and promo-
tion, and operating an equitable payment system.

Consideration – taking account of individual circumstances when making deci- •
sions that affect the prospects, security or self-respect of employees.

Organizational learning – a belief in the need to promote the learning and devel- •
opment of all the members of the organization by providing the processes and 
support required.

Performance through people – the importance attached to developing a per- •
formance culture and to continuous improvement; the signifi cance of perform-
ance management as a means of defi ning and agreeing mutual expectations; the 
provision of fair feedback to people on how well they are performing.

Quality of working life – consciously and continually aiming to improve the  •
quality of working life. This involves increasing the sense of satisfaction people 
obtain from their work by, so far as possible, reducing monotony, increasing 
variety, autonomy and responsibility, avoiding placing people under too much 
stress and providing for an acceptable balance between work and life outside 
work.

Working conditions – providing healthy, safe and, so far as practicable, pleasant  •
working conditions.

These values are espoused by many organizations in one form or another. But to what extent 
are they practised when making ‘business-led’ decisions which can, of course, be highly detri-
mental to employees if, for example, they lead to redundancy? One of the dilemmas facing all 
those who formulate HR policies is: ‘How can we pursue business-led policies focusing on 
business success and fulfi l our obligations to employees in such terms as equity, consideration, 
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quality of working life and working conditions?’ To argue, as some do, that HR strategies 
should be entirely business-led seems to imply that human considerations are unimportant. 
Organizations have obligations to all their stakeholders, not just their owners.

It may be diffi cult to express these policies in anything but generalized terms, but employers 
are increasingly having to recognize that they are subject to external as well as internal pres-
sures that act as constraints on the extent to which they can disregard the higher standards of 
behaviour towards their employees that are expected of them.

Specifi c HR policies

The most common areas in which specifi c HR policies exist are age and employment, AIDS, 
bullying, discipline, e-mails and the internet, employee development, employee relations, 
employee voice, employment, equal opportunity, grievances, health and safety, managing 
diversity, promotion, redundancy, reward, sexual harassment, substance abuse and work–life 
balance.

Age and employment

The policy on age and employment should take into account the UK legislation on age dis-
crimination and the following facts:

age is a poor predictor of job performance; •

it is misleading to equate physical and mental ability with age; •

more of the population are living active, healthy lives as they get older. •

AIDS

An AIDS policy could include the following points:

The risk through infection in the workplace is negligible. •

Where the occupation does involve blood contact, as in hospitals, doctors’ surgeries  •
and laboratories, the special precautions advised by the Health and Safety Commission 
will be implemented.

Employees who know that they are infected with HIV will not be obliged to disclose the  •
fact to the company, but if they do, the fact will remain completely confi dential.

There will be no discrimination against anyone with or at risk of acquiring AIDS. •

Employees infected by HIV or suffering from AIDS will be treated no differently from  •
anyone else suffering a severe illness.
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Bullying

An anti-bullying policy will state that bullying will not be tolerated by the organization and 
that those who persist in bullying their staff will be subject to disciplinary action, which could 
be severe in particularly bad cases. The policy will make it clear that individuals who are being 
bullied should have the right to discuss the problem with another person; a representative or a 
member of the HR function, and to make a complaint. The policy should emphasize that if a 
complaint is received it will be thoroughly investigated.

Discipline

The disciplinary policy should state that employees have the right to know what is expected of 
them and what could happen if they infringe the organization’s rules. It would also make the 
point that, in handling disciplinary cases, the organization will treat employees in accordance 
with the principles of natural justice. It should be supported by a disciplinary procedure (see 
Chapter 61).

Diversity management

A policy on managing diversity recognizes that there are differences among employees and 
that these differences, if properly managed, will enable work to be done more effi ciently and 
effectively. It does not focus exclusively on issues of discrimination but instead concentrates on 
recognizing the differences between people. As Kandola and Fullerton (1994) express it, the 
concept of managing diversity ‘is founded on the premise that harnessing these differences will 
create a productive environment in which everyone will feel valued, where their talents are 
fully utilized, and in which organizational goals are met’.

Managing diversity is a concept that recognizes the benefi ts to be gained from differences. It 
differs from equal opportunity, which aims to legislate against discrimination, assumes that 
people should be assimilated into the organization and, often, relies on affi rmative action. This 
point was emphasized by Mulholland et al (2005) as follows:

The new diversity management thinking suggests that diversity management goes 
beyond the equal opportunities management considerations as described by the law, 
and promises to make a positive and strategic contribution to the successful operation 
of business. So diversity management is being hailed as a proactive, strategically rele-
vant and results-focused approach and a welcome departure from the equal opportuni-
ties approach, which has been defi ned as reactive, operational and sometimes 
counterproductive.

A management of diversity policy could:
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acknowledge cultural and individual differences in the workplace; •

state that the organization values the different qualities that people bring to their jobs; •

emphasize the need to eliminate bias in such areas as selection, promotion, perform- •
ance assessment, pay and learning opportunities;

focus attention on individual differences rather than group differences. •

E-mails and use of the internet

The policy on e-mails could state that the sending or downloading of offensive e-mails is pro-
hibited and that the senders or downloaders of such messages are subject to normal discipli-
nary procedures. They may also prohibit any internet browsing or downloading of material 
not related to the business, although this can be diffi cult to enforce. Some companies have 
always believed that reasonable use of the telephone is acceptable, and that policy may be 
extended to the internet.

If it is decided that employees’ e-mails should be monitored to check on excessive or unaccept-
able use, this should be included in an e-mail policy, which would therefore be part of the con-
tractual arrangements. A policy statement could be included to the effect that: ‘The company 
reserves the right to access and monitor all e-mail messages created, sent, received or stored on 
the company’s system.’

Employee development

The employee development policy could express the organization’s commitment to the con-
tinuous development of the skills and abilities of employees in order to maximize their contri-
bution and to give them the opportunity to enhance their skills, realize their potential, advance 
their careers and increase their employability both within and outside the organization.

Employee relations

The employee relations policy will set out the organization’s approach to the rights of employees 
to have their interests represented to management through trade unions, staff associations or 
some other form of representative system. It will also cover the basis upon which the organiza-
tion works with trade unions, eg emphasizing that this should be regarded as a partnership.

Employee voice

The employee voice policy should spell out the organization’s belief in giving employees an 
opportunity to have a say in matters that affect them. It should defi ne the mechanisms for 
employee voice such as joint consultation and suggestion schemes.
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Employment

Employment policies should be concerned with fundamental aspects of the employment rela-
tionship. They should take account of the requirements of relevant UK and European legisla-
tion and case law, which is beyond the scope of this handbook to cover in detail. Recent Acts 
and Regulations that are important include those concerning the minimum wage, working 
time and part-time workers. The latter is especially signifi cant because it requires that part-
time workers should be entitled to the same terms and conditions as full-time workers, includ-
ing pro rata pay.

Note should also be taken of the UK Human Rights Act (1998), which gave further effect to 
rights and freedoms guaranteed under the European Convention on Human Rights. However, 
the rights are essentially civil and political rather than economic or social rights and they only 
apply to a narrow range of employment. Moreover, they are not directly enforceable against an 
employer unless it is an ‘obvious’ public authority. It has, however, been held by the European 
Court of Human Rights that statutory rights should not be unlawfully dismissed or discrimi-
nated against as they can be regarded as ‘civil rights’. Provisions inserted into the Employment 
Rights Act must be interpreted by employment tribunals in a way that is compatible with the 
European Convention right to freedom of expression. This could apply to whistle-blowing.

Equal opportunity

The equal opportunity policy should spell out the organization’s determination to give equal 
opportunities to all, irrespective of sex, race, creed, disability, age or marital status. The policy 
should also deal with the extent to which the organization wants to take ‘affi rmative action’ to 
redress imbalances between the numbers employed according to sex or race or to differences 
in the levels of qualifi cations and skills they have achieved.

The policy could be set out as follows:

We are an equal opportunity employer. This means that we do not permit direct or  •
indirect discrimination against any employee on the grounds of race, nationality, sex, 
sexual orientation, disability, religion, marital status or age.

Direct discrimination takes place when a person is treated less favourably than others  •
are, or would be, treated in similar circumstances.

Indirect discrimination takes place when, whether intentional or not, a condition is  •
applied that adversely affects a considerable proportion of people of one race, national-
ity, sex, sexual orientation, religion or marital status, or those with disabilities or older 
employees.

The fi rm will ensure that equal opportunity principles are applied in all its HR policies  •
and in particular to the procedures relating to the recruitment, training, development 
and promotion of its employees.
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Where appropriate and where permissible under the relevant legislation and codes of  •
practice, employees of under-represented groups will be given positive training and 
encouragement to achieve equal opportunity.

Grievances

The policy on grievances could state that employees have the right to raise their grievances 
with their manager, to be accompanied by a representative if they so wish, and to appeal to a 
higher level if they feel that their grievance has not been resolved satisfactorily. The policy 
should be supported by a grievance procedure (see Chapter 61).

Health and safety

Health and safety policies cover how the organization intends to provide healthy and safe 
places and systems of work (see Chapter 58).

New technology

A new technology policy statement could state that there will be consultation about the intro-
duction of new technology and the steps that would be taken by the organization to minimize 
the risk of compulsory redundancy or adverse effects on other terms and conditions or working 
arrangements.

Promotion

A promotion policy could state the organization’s intention to promote from within wherever 
this is appropriate as a means of satisfying its requirements for high-quality staff. The policy 
could, however, recognize that there will be occasions when the organization’s present and 
future needs can only be met by recruitment from outside. The point could be made that a 
vigorous organization needs infusions of fresh blood from time to time if it is not to stagnate. 
In addition, the policy might state that employees will be encouraged to apply for internally 
advertised jobs and will not be held back from promotion by their managers, however reluc-
tant the latter may be to lose them. The policy should defi ne the approach the organization 
adopts to engaging, promoting and training and older employees. It should emphasize that the 
only criterion for selection or promotion should be ability to do the job, and for training, the 
belief, irrespective of age, that the employee will benefi t.

Redundancy

The redundancy policy should state that the aim of the organization is to provide for employ-
ment security. It is the organization’s intention to use its best endeavours to avoid involuntary 
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redundancy through its redeployment and retraining programmes. However, if redundancy is 
unavoidable, those affected will be given fair and equitable treatment, the maximum amount 
of warning, and every help that can be provided to obtain suitable alternative employment. 
The policy should be supported by a redundancy procedure (see Chapter 61).

Reward

The reward policy could cover such matters as:

providing an equitable pay system; •

equal pay for work of equal value; •

paying for performance, competence, skill or contribution; •

sharing in the success of the organization (gainsharing or profi t sharing); •

the relationship between levels of pay in the organization and market rates; •

the provision of employee benefi ts, including fl exible benefi ts, if appropriate; •

the importance attached to the non-fi nancial rewards resulting from recognition of  •
accomplishment, autonomy and the opportunity to develop.

Sexual harassment

The sexual harassment policy should state that:

Sexual harassment will not be tolerated. •

Employees subjected to sexual harassment will be given advice, support and counsel- •
ling as required.

Every attempt will be made to resolve the problem informally with the person com- •
plained against.

Assistance will be given to the employee to complain formally if informal discussions  •
fail.

A special process will be available for hearing complaints about sexual harassment.  •
This will provide for employees to bring their complaint to someone of their own sex 
if they so wish.

Complaints will be handled sensitively and with due respect for the rights of both the  •
complainant and the accused.

Sexual harassment is regarded as gross misconduct and, if proved, makes the individual  •
liable for instant dismissal. Less severe penalties may be reserved for minor cases, but 
there will always be a warning that repetition will result in dismissal.
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Substance abuse

A substance abuse policy could include assurances that:

employees identifi ed as having substance abuse problems will be offered advice and  •
help;

any reasonable absence from work necessary to receive treatment will be granted under  •
the organization’s sickness scheme provided that there is full cooperation from the 
employee;

an opportunity will be given to discuss the matter once it has become evident or sus- •
pected that work performance is being affected by substance-related problems;

the right to be accompanied by a friend or employee representative in any such  •
discussion;

agencies will be recommended to which the employee can go for help if necessary; •

employment rights will be safeguarded during any reasonable period of treatment. •

Work–life balance

Work–life balance policies defi ne how the organization intends to allow employees greater 
fl exibility in their working patterns so that they can balance what they do at work with the 
responsibilities and interests they have outside work. The policy will indicate how fl exible 
work practices can be developed and implemented. It will emphasize that the numbers of 
hours worked must not be treated as a criterion for assessing performance. It will set out 
guidelines on the specifi c arrangements that can be made, such as fl exible hours, a compressed 
working week, term-time working contracts, working at home, special leave for parents and 
carers, career breaks and various kinds of child care.

A fl exibility policy will need to take account of the Work and Families Act 2006, an extension 
of which gives carers the right to request fl exible working to care for an elderly or sick relative. 
This provides for the following actions: 1) the request must be acknowledged in writing; 2) the 
employee must be notifi ed if not all the required information is provided, so that they can 
resubmit the application properly completed; 3) if the employee unreasonably refuses to 
provide the additional information needed, the employer can treat the application as with-
drawn; 4) a meeting has to be arranged with the employee within 28 days, to discuss the desired 
work pattern and consider how it might be accommodated; 5) if the request cannot be accom-
modated, alternative working arrangements may be discussed and a trial period agreed. In 
certain circumstances, a solution might be to develop an informal arrangement, outside the 
legislation, to allow fl exible working for a limited period.
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Formulating HR policies

HR policies need to address the key HR issues that have been identifi ed in the organization. 
They must also take account of external infl uences such as legislation. The maximum amount 
of consultation should take place with managers, employees and their representatives and the 
policies should be communicated widely with guidelines on their application. The following 
steps should be taken when formulating HR policies.

Formulating HR policies

1. Gain understanding of the corporate culture and its shared values.

2. Analyse existing policies – written and unwritten. HR policies will exist in any 
organization, even if they are implicit rather than expressed formally.

3. Analyse external infl uences. HR policies are subject to the infl uence of UK employ-
ment legislation, EC employment regulations, and the offi cial Codes of Practice 
issued by bodies in the UK, such as ACAS (The Advisory, Conciliation and 
Arbitration Service), the EOC (Equal Opportunities Commission), the CRR 
(Commission on Racial Relations) and the HSE (Health and Safety Executive). The 
Codes of Practice issued by relevant professional institutions, such as the CIPD, 
should also be consulted.

4. Assess any areas where new policies are needed or existing policies are 
inadequate.

5. Check with managers, preferably starting at the top, on their views about HR poli-
cies and where they think they could be improved.

6. Seek the views of employees about the HR policies, especially the extent to which 
they are inherently fair and equitable and are implemented fairly and consistently. 
Consider doing this through an attitude survey.

7. Seek the views of union representatives.

8. Analyse the information obtained in the fi rst seven steps and prepare draft 
policies.

9. Consult, discuss and agree policies with management and union representatives.

10. Communicate the policies with guidance notes on their implementation as required 
(although they should be as self-explanatory as possible). Supplement this com-
munication with training.



998 HR Policies, Procedures and Systems

Implementing HR policies

The aim will be to implement policies fairly and consistently. Line managers have an impor-
tant role in doing this. As pointed out by Purcell et al (2003) ‘there is a need for HR policies to 
be designed for and focused on front line managers’. It is they who will be largely responsible 
for policy implementation. Members of the HR function can give guidance, but it is line man-
agers who are on the spot and have to make decisions about people. The role of HR is to com-
municate and interpret the policies, convince line managers that they are necessary, and 
provide training and support that will equip managers to implement them. As Purcell et al 
(2003) emphasize, it is line managers who bring HR policies to life.

HR policies – key learning points

The reasons for having HR policies

HR policies provide guidelines on how key 
aspects of people management should be 
handled. The aim is to ensure that any HR 
issues are dealt with consistently in accord-
ance with the values of the organization in 
line with certain defi ned principles.

Overall HR policy

The overall HR policy defi nes how the 
organization fulfi ls its social responsibili-
ties for its employees and sets out its atti-
tudes towards them. It is an expression of 
its values or beliefs about how people 
should be treated.

Specifi c HR policies

Specifi c HR policies cover age and employ-
ment, AIDS, bullying, discipline, e-mails 
and the internet, employee development, 
employee relations, employee voice, 

employment, equal opportunity, griev-
ances, health and safety, managing diver-
sity, promotion, redundancy, reward, sexual 
harassment, substance abuse and work–life 
balance.

Formulating HR policies

HR policies need to address the key HR 
issues that have been identifi ed in the 
organization. They must also take account 
of external infl uences such as legislation. 
The maximum amount of consultation 
should take place with managers, employ-
ees and their representatives, and the poli-
cies should be communicated widely with 
guidelines on their application.

Implementing HR policies

The aim will be to implement policies fairly 
and consistently. Line managers have a key 
role in doing this.
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Questions

1. What are HR policies?

2. Why have HR policies?

3. What values may be expressed in overall HR policy?

4. What are the areas in which specifi c HR policies may be required?

5. How should HR policies be formulated?
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What are HR procedures?

HR procedures set out the ways in which certain actions concerning people should be carried 
out by the management or individual managers. In effect they constitute a formalized approach 
to dealing with specifi c matters of policy and practice. They should be distinguished from HR 
policies, as described in Chapter 60. These describe the approach the organization adopts to 
various aspects of people management and defi ne key aspects of the employment relationship. 
They serve as guidelines on people management practices but do not necessarily lay down pre-
cisely the steps that should be taken in particular situations. Procedures are more exacting: 
they state what must be done as well as spelling out how to do it.

It is desirable to have the key HR procedures written down to ensure that HR policies are 
applied consistently and in accordance with both legal requirements and ethical considera-
tions. The existence of a written and well publicized procedure ensures that everyone knows 
precisely what steps need to be taken when dealing with certain signifi cant and possibly recur-
ring employment issues.

The introduction or development of HR procedures should be carried out in consultation 
with employees and, where appropriate, their representatives. It is essential to brief everyone 
on how the procedures operate and they should be published either in an employee handbook 
or as a separate document. Line managers may need special training on how they should apply 
the procedures and the HR department should provide guidance wherever necessary. HR will 
normally have the responsibility of ensuring that procedures are followed consistently.

The main areas where procedures are required are those concerned with handling capability 
and disciplinary issues, grievances and redundancy.

Capability procedure

Some organizations deal with matters of capability under a disciplinary procedure, but there 
is a good case to be made for dealing with poor performance issues separately, leaving the dis-
ciplinary procedure to be invoked for situations such as poor timekeeping. An example of a 
capability procedure is given below.

Policy

The company aims are to ensure that performance expectations and standards are defi ned, 
performance is monitored and employees are given appropriate feedback, training and support 
to meet these standards.
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Capability Procedure

1. If a manager/team leader believes that an employee’s performance is not up to 
standard an informal discussion will be held with the employee to try to establish 
the reason and to agree the actions required to improve performance by the employee 
and/or the manager/team leader. If, however:

– it is agreed that the established standards are not reasonably attainable, they will 
be reviewed;

– it is established that the performance problems are related to the employee’s per-
sonal life, the necessary counselling/support will be provided;

– it is decided that the poor performance emanates from a change in the organiza-
tion’s standards, those standards will be explained to the employee and help will 
be offered to obtain conformity with the standards;

– it is apparent that the poor performance constitutes misconduct; the disciplinary 
procedure will be invoked.

2. Should the employee show no (or insuffi cient) improvement over a defi ned period 
(weeks/months), a formal interview will be arranged between the employee (together 
with a representative if so desired). The aims of this interview will be to:

– explain clearly the shortfall between the employee’s performance and the required 
standard;

– identify the cause(s) of the unsatisfactory performance and to determine what, if 
any, remedial treatment (training, retraining, support, etc) can be given;

– obtain the employee’s commitment to reaching that standard;

– set a reasonable period for the employee to reach the standard and agree on a 
monitoring system during that period; and

– tell the employee what will happen if that standard is not met.

3. The outcome of this interview will be recorded in writing and a copy will be given 
to the employee.

4. At the end of the review period a further formal interview will be held, at which 
time:

– if the required improvement has been made, the employee will be told of this and 
encouraged to maintain the improvement;

– if some improvement has been made but the standard has not yet been met, the 
review period will be extended;
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Disciplinary procedure

A disciplinary procedure sets out the stages through which any disciplinary action should 
proceed. An example is given below.

– if there has been no discernible improvement and performance is still well below 
an acceptable standard this will be indicated to the employee and consideration 
will be given to whether there are alternative vacancies that the employee would 
be competent to fi ll; if there are, the employee will be given the option of accept-
ing such a vacancy or being considered for dismissal;

– if such vacancies are available, the employee will be given full details of them in 
writing before being required to make a decision;

– in the absence of suitable alternative work, the employee will be informed and 
invited to give his or her views on this before the fi nal decision is taken.

5. Employees may appeal against their dismissal. The appeal must be made within 
three working days.

Disciplinary Procedure (part 1)

Policy

It is the policy of the company that if disciplinary action has to be taken against employ-
ees it should:

be undertaken only in cases where good reason and clear evidence exist; •

be appropriate to the nature of the offence that has been committed; •

be demonstrably fair and consistent with previous action in similar  •
circumstances;

take place only when employees are aware of the standards that are expected of  •
them or the rules with which they are required to conform;

allow employees the right to be represented by a representative or colleague  •
during any formal proceedings;

allow employees the right to know exactly what charges are being made against  •
them and to respond to those charges;

allow employees the right of appeal against any disciplinary action. •
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Disciplinary rules

The company is responsible for ensuring that up-to-date disciplinary rules are pub-
lished and available to all employees. These will set out the circumstances in which an 
employee could be dismissed for gross industrial misconduct.

Procedure

The procedure is carried out in the following stages:

1. Informal warning. A verbal or informal warning is given to the employee in the fi rst 
instance or instances of minor offences. The warning is administered by the employ-
ee’s immediate team leader or manager.

2. Formal warning. A written formal warning is given to the employee in the fi rst 
instance of more serious offences or after repeated instances of minor offences. The 
warning is administered by the employee’s immediate team leader or manager – it 
states the exact nature of the offence and indicates any future disciplinary action 
that will be taken against the employee if the offence is repeated within a specifi ed 
time limit. A copy of the written warning is placed in the employee’s personal record 
fi le but is destroyed 12 months after the date on which it was given, if the interven-
ing service has been satisfactory. The employee is required to read and sign the 
formal warning and has the right to appeal to higher management if he or she thinks 
the warning is unjustifi ed. The HR Manager should be asked to advise on the text of 
the written warning.

3. Further disciplinary action. If, despite previous warnings, an employee still fails to 
reach the required standards in a reasonable period of time, it may become neces-
sary to consider further disciplinary action. The action taken may be up to three 
days’ suspension without pay, or dismissal. In either case the departmental manager 
should discuss the matter with the HR manager before taking action. Staff below 
the rank of departmental manager may only recommend disciplinary action to 
higher management, except when their manager is not present (for example, on 
night-shift), when they may suspend the employee for up to one day pending an 
inquiry on the following day. Disciplinary action should not be confi rmed until the 
appeal procedure has been carried out.

Disciplinary Procedure (part 2)

Summary dismissal

An employee may be summarily dismissed (ie given instant dismissal without notice) 
only in the event of gross misconduct, as defi ned in company rules. Only departmental 
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Grievance procedure

A grievance procedure spells out the policy on handling grievances and the approach to dealing 
with them. An example of a grievance procedure is given below.

managers and above can recommend summary dismissal, and the action should not be 
fi nalized until the case has been discussed with the HR Manager and the appeal proce-
dure has been carried out. To enable this review to take place, employees should be sus-
pended pending further investigation, which must take place within 24 hours.

Appeals

In all circumstances, an employee may appeal against suspension, dismissal with notice, 
or summary dismissal. The appeal is conducted by a member of management who is 
more senior than the manager who initially administered the disciplinary action. The 
HR Manager should also be present at the hearing. If he or she wishes, the employee may 
be represented at the appeal by a fellow employee of his or her own choice. Appeal 
against summary dismissal or suspension should be heard immediately. Appeals against 
dismissal with notice should be held within two days. No disciplinary action that is 
subject to appeal is confi rmed until the outcome of the appeal.

If an appeal against dismissal (but not suspension) is rejected at this level, the employee 
has the right to appeal to the chief executive. The head of HR and, if required, the 
employee’s representative should be present at this appeal.

Grievance Procedure

Policy

It is the policy of the company that employees should:

be given a fair hearing by their immediate supervisor or manager concerning any  •
grievances they may wish to raise;

have the right to appeal to a more senior manager against a decision made by  •
their immediate supervisor or manager;

have the right to be accompanied by a fellow employee of their own choice when  •
raising a grievance or appealing against a decision.

The aim of the procedure is to settle the grievance as near as possible to its point of 
origin.
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Redundancy procedure

A redundancy procedure aims to meet statutory, ethical and practical considerations when 
dealing with this painful process. An example of a procedure is given below.

Procedure

The main stages through which a grievance may be raised are as follows:

1. The employee raises the matter with his or her immediate team leader or manager 
and may be accompanied by a fellow employee of his or her own choice.

2. If the employee is not satisfi ed with the decision, the employee requests a meeting 
with a member of management who is more senior than the team leader or manager 
who initially heard the grievance. This meeting takes place within fi ve working days 
of the request and is attended by the manager, the HR Manager or business partner, 
the employee appealing against the decision, and, if desired, his or her representa-
tive. The HR Manager records the results of the meeting in writing and issues copies 
to all concerned.

3. If the employee is still not satisfi ed with the decision, he or she may appeal to the 
appropriate director. The meeting to hear this appeal is held within fi ve working 
days of the request and is attended by the director, the head of HR, the employee 
making the appeal, and, if desired, his or her representative. The manager responsi-
ble for HR records the result of this meeting in writing and issues copies to all 
concerned.

Redundancy Procedure (part 1)

Defi nition

Redundancy is defi ned as the situation in which management decides that an employee 
or employees are surplus to requirements in a particular occupation and cannot be 
offered suitable alternative work.

Employees may be surplus to requirements because changes in the economic circum-
stances of the company mean that fewer employees are required, or because changes in 
methods of working mean that a job no longer exists in its previous form. An employee 
who is given notice because he or she is unsuitable or ineffi cient is not regarded as 
redundant and would be dealt with in accordance with the usual disciplinary or capabil-
ity procedure.
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Objectives

The objectives of the procedure are to ensure that:

employees who may be affected by the discontinuance of their work are given fair  •
and equitable treatment;

the minimum disruption is caused to employees and the company; •

as far as possible, changes are effected with the understanding and agreement of  •
the unions and employees concerned.

Principles

The principles governing the procedure are as follows:

The trade unions concerned will be informed as soon as there is a possibility of  •
redundancy.

Every attempt will be made to: •

– absorb redundancy by the natural wastage of employees;

– fi nd suitable alternative employment within the company for employees who 
might be affected, and provide training if this is necessary;

– give individuals reasonable warning of pending redundancy in addition to the 
statutory period of notice.

If alternative employment in the company is not available and more than one  •
individual is affected, the factors to be taken into consideration in deciding who 
should be made redundant will be:

– length of service with the company;

– value to the company;

– other things being equal, length of service should be the determining factor.

The company will make every endeavour to help employees fi nd alternative work  •
if that is necessary.

Redundancy Procedure (part 2)

The procedure for dealing with employees who are surplus to requirements is set out below.

Review of employee requirements

Management will continuously keep under review possible future developments that 
might affect the number of employees required, and will prepare overall plans for dealing 
with possible redundancies.



1008 HR Policies, Procedures and Systems

Measures to avoid redundancies

If the likelihood of redundancy is foreseen, the company will inform the union(s), 
explaining the reasons, and in consultation with the union(s) will give consideration to 
taking appropriate measures to prevent redundancy.

Departmental managers will be warned by the management of future developments 
that might affect them so that detailed plans can be made for running down the numbers 
of employees by allowing natural wastage to take place without replacements, retrain-
ing, or transfers.

Departmental managers will be expected to keep under review the work situation in 
their departments so that contingency plans can be prepared and the HR Manager 
advised of any likely surpluses.

Consultation on redundancies

If all measures to avoid redundancy fail, the company will consult the union(s) at the 
earliest opportunity in order to reach agreement.

Selection of redundant employees

In the event of impending redundancy, the individuals who might be surplus to require-
ments should be selected by the departmental manager with the advice of the HR 
Manager on the principles that should be adopted.

The HR Manager should explore the possibilities of transferring affected employees to 
alternative work.

The HR Manager should inform management of proposed action (either redundancy or 
transfer) to obtain approval.

The union(s) will be informed of the numbers affected but not of individual names.

The departmental manager and the HR Manager will jointly interview the employees 
affected, either to offer a transfer or, if a suitable alternative is not available, to inform 
them they will be redundant. At this interview, full information should be available to 
give to the employee on, as appropriate:

the reasons for being surplus; •

the alternative jobs that are available; •

the date when the employee will become surplus (that is, the period of notice); •

the entitlement to redundancy pay; •

the employee’s right to appeal to an appropriate director; •

the help the company will provide. •
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Questions

1. What are HR procedures?

2. What are the characteristics of a good procedure?

3. What would you expect a capability procedure to cover?

4. What would you expect a disciplinary procedure to cover?

5. What would you expect a grievance procedure to cover?

6. What would you expect a redundancy procedure to cover?

Redundancy Procedure (part 3)

An appropriate director will hear any appeals with the manager responsible for 
personnel.

The HR Manager will ensure that all the required administrative arrangements are 
made.

If the union(s) has/have any points to raise about the selection of employees or the 
actions taken by the company, these should be discussed in the fi rst place with the HR 
Manager. If the results of these discussions are unsatisfactory, a meeting will be arranged 
with an appropriate director.

Alternative work within the company

If an employee is offered and accepts suitable alternative work within the company, it 
will take effect without a break from the previous employment and will be confi rmed in 
writing. Employees will receive appropriate training and will be entitled to a four-week 
trial period to see if the work is suitable. This trial period may be extended by mutual 
agreement to provide additional training. During this period, employees are free to ter-
minate their employment and, if they do, would be treated as if they had been made 
redundant on the day the old job ended. They would then receive any redundancy pay 
to which they are entitled.

Alternative employment

Employees for whom no suitable work is available in the company will be given reason-
able opportunities to look for alternative employment.
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HR Information Systems

Key concepts and terms

e-HR •

Functionality •

Intranet •

Enterprise resource planning (ERP)  •
system

HR information system (HRIS) •

Self-service •

On completing this chapter you should be able to defi ne these key concepts. 
You should also know about:

Learning outcomes

Reasons for using an HRIS •

Features of an HRIS •

Functions of an HRIS •

Introducing an HRIS •
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Introduction

An HR information system (HRIS) is a computer-based information system for managing the 
administration of HR processes and procedures. Tannenbaum (1990) defi ned an HRIS as any 
system that helps an organization to ‘acquire, store, manipulate, analyse, retrieve and distrib-
ute information about an organization’s human resources’. Kettley and Reilly (2003) defi ned 
an HRIS as ‘a fully integrated, organization-wide network of HR-related data, information, 
services, tools and transactions’.

The term ‘e-HR’ refers in more general terms to the use of computer technology within the HR 
function.

Reasons for introducing an HRIS

The CIPD (2007d) survey established that the top 10 reasons for introducing an HRIS were:

 1. To improve quality of information available.

 2. To reduce administrative burden on the HR department.

 3. To improve speed at which information is available.

 4. To improve fl exibility of information to support business planning.

 5. To improve services to employees.

 6. To produce HR metrics.

 7. To aid human capital reporting.

 8. To improve productivity.

 9. To reduce operational costs.

10. To manage people’s working time more effectively.

The functions of an HRIS

The functions that an HRIS can perform (its ‘functionality’) are set out below. They cover 
almost every aspect of HRM.
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absence recording and  •
management;

employee surveys; •

e-learning; •

expenses; •

job evaluation; •

intranet; •

manager and employee self- •
service;

online recruitment; •

payroll administration; •

pensions and benefi ts  •
administration;

total reward statements; •

employee records; •

employee turnover analysis; •

equal opportunity modelling; •

HR planning and forecasting; •

knowledge management; •

manage diversity; •

metrics and human capital  •
reporting;

online performance management  •
systems and 360-degree feedback;

pay reviews; •

reward modelling. •

The functions that an HRIS can perform

The CIPD survey found that the 10 most popular uses to which respondents put their HRIS 
were:

 1. Absence management.

 2. Training and development.

 3. Rewards.

 4. Managing diversity.

 5. Recruitment and selection.

 6. Other (usually payroll).

 7. Appraisal/performance management.

 8. HR planning.

 9. Knowledge management.

10. Expenses.
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Features of an HRIS

The features of particular interest in an HRIS system are the use of software, integration with 
other IT systems in the organization, use of the intranet and provisions for self-service.

Use of software

It is customary to buy software from an external supplier. There is a choice between buying a 
‘vanilla system’ (ie an ‘off-the-shelf ’ system without any upgrades) or customize the supplier’s 
system to meet specifi ed business requirements. Extensive customization can make future 
upgrades problematic and expensive, so it is important to limit it to what is absolutely 
necessary.

If an external supplier is used, the choice should be made as follows:

research HR software market through trade exhibitions and publications; •

review HR processes and existing systems; •

produce a specifi cation of system requirements; •

send an invitation to tender to several suppliers; •

invite suppliers to demonstrate their products; •

obtain references from existing customers, including site visits; •

analyse and score the product against the specifi cation. •

Integration

Enterprise resource planning (ERP) systems integrate all data and processes of an organization 
into a unifi ed system with the same database. HR systems are not frequently integrated to this 
extent, although they often link payroll administration with other HR functions. As the CIPD 
(2005b) pointed out, integration of the HR system with IT systems in the wider organization 
so that they can ‘talk to one another’ will aid human capital reporting, comply with supply-
chain partner requirements, improve profi tability, reduce headcount and deliver against eco-
nomic criteria. However, many HR functions retain stand-alone systems, because they believe 
integration would compromise their own system, potential lack of confi dentiality and the cost 
and perceived risks involved.

Intranet

An intranet system is one where computer terminals are linked so that they can share informa-
tion within an organization or within part of an organization. The scope of the information 
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that can be shared across terminals can be limited to preserve confi dentiality and this security 
can be enhanced by using passwords. HR intranet systems can be used for purposes such as 
updating personal details, applications for internal jobs online, requests for training, access to 
e-learning, administration of queries and communication.

Self-service

A human resource self-service system (HRSS) allows managers and employees access to infor-
mation and the facility to interact with the system to input information or make choices of 
their own. This can operate through an HR portal (a site that functions as a point of access to 
information on the intranet) that may be specially designed to produce a brand image of the 
HR function. This is sometimes referred to as a business to employees (B2E) portal.

For managers, self-service means that they can access information immediately. This might be 
HR metrics (human capital reporting measures) in such areas as absenteeism, personal details, 
performance management data, learning and development progress, and pay (as a basis for 
pay reviews). They can also input data on their staff. This facilitates the devolution of respon-
sibility to line managers and reduces the administrative burden on HR.

Employees can also access information, input data about themselves, request training and 
apply for jobs online.

Introducing an HRIS

The steps required are illustrated in Figure 62.1.

The following tips on introducing an HRIS were provided by respondents to the CIPD 
survey.

Tips on introducing an HRIS, CIPD (2005b)

Make sure you really know what you need now, and what you are likely  •
to need in the near future so you can give clear guidelines to the soft-
ware provider.

Involve end-users and other stakeholders in the decision-making  •
process.

It’s useful to include a member of staff with IT expertise on the deci- •
sion-making team, even if they’re not HR professionals.

Go for something clear and straightforward that adds value. Don’t go  •
for all the ‘bells and whistles’; they may cost more, take more time to 
administer and you will probably end up not using them anyway.
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Identify areas to be 
covered by system

Assess benefits and 
costs and make 
business case

Prepare specificationConsult users and 
line managers

Select supplier

Identify potential 
software suppliers

Discuss need and 
scope for 

customization

Set up project

Design and test 
system

Implement system

Ongoing review and 
modification

Figure 62.1 Introducing an HRIS

Evaluate the range of systems on offer in terms of how they report, and  •
how easy and quick it is to produce the types of report you need on a 
regular basis. Look at how reports are presented; can you download 
them into an Excel spreadsheet or into Access so that you can manipu-
late the data yourself? How easy is it to do a mail merge with the infor-
mation reported?

When buying an off-the-shelf system, don’t customize it unless it’s criti- •
cal. Each time the system is upgraded, it’s these modifi cations that may 
cause you diffi culties. If you do have modifi cations, budget for these to 
be managed on an ongoing basis.
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HR information systems – key learning points

Reasons for using an HRIS

Top fi ve reasons are (CIPD, 2007d):

1. To improve quality of information 
available.

2. To reduce administrative burden on 
the HR department.

3. To improve speed at which informa-
tion is available.

4. To improve fl exibility of information 
to support business planning.

5. To improve services to employees.

Functions of an HRIS

Top fi ve uses of an HRIS (CIPD, 2007d):

1. Absence management.

2. Training and development.

3. Rewards.

4. Managing diversity.

5. Recruitment and selection.

Features of an HRIS

The features of particular interest in an 
HRIS system are the use of software, inte-
gration with other IT systems in the organi-
zation, use of the intranet and provisions 
for self-service.

Introducing an HRIS

See Figure 62.1.

Questions

1. What are the main reasons for having a comprehensive human resource information 
system?

2. What are the fi ve most popular applications of an HRIS?

3. What is self-service and why is it important?
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Appendix A
Example of Employee Engagement 

and Commitment Survey

Please circle the number that most closely matches your opinion.

   Strongly Agree Disagree Strongly
   agree   disagree

Engagement

 1. I am very satisfi ed with the work I do 1 2 3 4

 2. My job is interesting 1 2 3 4

 3. I know exactly what I am expected to do  1 2 3 4

 4. I am prepared to put myself out to do my work 1 2 3 4

 5. My job is not very challenging 1 2 3 4

 6. I am given plenty of freedom to decide how to do 1 2 3 4

  my work

 7. I get plenty of opportunities to learn in this job 1 2 3 4

 8. The facilities/equipment/tools provided are excellent 1 2 3 4

 9. I do not get adequate support from my boss 1 2 3 4

 10. My contribution is fully recognized 1 2 3 4

 11. The experience I am getting now will be a great help 1 2 3 4

  in advancing my future career

 12. I fi nd it diffi cult to keep up with the demands of my job 1 2 3 4

 13. I have no problems in achieving a balance between  1 2 3 4

  my work and my private life

 14. I like working for my boss 1 2 3 4

 15. I get on well with my work colleagues 1 2 3 4

Commitment

 16. I think this organization is a great place to work 1 2 3 4

 17. I believe I have a good future in this organization 1 2 3 4

 18. I intend to go on working for this organization 1 2 3 4

 19. I am not happy about the values of this organization –  1 2 3 4

  the ways in which it conducts its business

 20. I believe that the products/services provided by this  1 2 3 4

  organization are excellent
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Appendix B
Example of Performance

Management Survey

Please indicate how you felt about performance management by recording your reac-
tions to the following statements. State:

A If you fully agree
B If you partly agree
C If you disagree

 1. I am quite satisfi ed that the objectives I agreed were fair.

 2. I felt that the meeting to agree objectives and standards of performance helped me 
to focus on what I should be aiming to achieve.

 3. I received good feedback from my manager on how I was doing.

 4. My manager was always prepared to provide guidance when I ran into problems at 
work.

 5. The performance review meeting was conducted by my manager in a friendly and 
helpful way.

 6. My manager fully recognized my achievements during the year.

 7. If any criticisms were made during the review meeting, they were acceptable because 
they were based on fact, not opinion.

 8. I was given plenty of opportunity by my manager to discuss the reasons for any of 
my work problems.

 9. I felt generally that the comments made by my manager at the meeting were fair.

10. I felt motivated after the meeting.

11. The meeting ended with a clear plan of action for the future with which I agreed.

12. The action I have taken since the meeting has led to a distinct improvement in my 
performance.

1020 



Appendix C
Example of Reward Survey

Please circle the number that most closely matches your opinion.

   Strongly Agree Disagree Strongly
   agree   disagree

 1. My contribution is adequately rewarded 1 2 3 4

 2. Pay increases are handled fairly 1 2 3 4

 3. I feel that my pay does not refl ect my performance 1 2 3 4

 4. My pay compares favourably with what 1 2 3 4

  I could get elsewhere

 5. I am not paid fairly in comparison with other 1 2 3 4

  people doing similar work in the organization

 6. I think the organization’s pay policy is overdue 1 2 3 4

  for a review

 7. Grading decisions are made fairly 1 2 3 4

 8. I am not clear how decisions about my pay are made 1 2 3 4

 9. I understand how my job has been graded 1 2 3 4

 10. I get good feedback on my performance 1 2 3 4

 11. I am clear about what I am expected to achieve 1 2 3 4

 12. I like my job 1 2 3 4

 13. The performance pay scheme encourages 1 2 3 4

  better performance

 14. I am proud to work for the organization 1 2 3 4

 15. I understand how my pay can progress 1 2 3 4

 16. The job evaluation scheme works fairly 1 2 3 4

 17. The benefi ts package compares well 1 2 3 4

  with those in other organizations

 18. I would like more choice about the 1 2 3 4

  benefi ts I receive

 19. I feel motivated after my performance 1 2 3 4

  review meeting

 20. I do not understand the pay policies 1 2 3 4

  of the organization
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Appendix D
Learning and Development

Activities and Methods

The following learning and development activities are described in this appendix:

 action learning case study

 coaching corporate university

 discussion group exercises

 instruction lecture

 mentoring modern apprenticeship

 outdoor learning role playing

 simulation

Action learning

Action learning, as developed by Revans (1989) is a method of helping managers 
develop their talents by exposing them to real problems. They are required to analyse 
them, formulate recommendations, and then take action. It accords with the belief that 
managers learn best by doing rather than being taught. Revans produced the following 
formula to describe his concept: L (learning) = P (programmed learning) + Q (ques-
tioning, insight).

A typical action learning programme brings together a group, or ‘set’, of four or fi ve 
managers to solve the problem. They help and learn from each other, but an external 
consultant, or ‘set adviser’, sits in with them regularly. The project may last several 
months, and the set meets frequently, possibly one day a week. The adviser helps the 
members of the set to learn from one another and clarifi es the process of action learn-
ing. This process involves change embedded in the web of relationships called ‘the client 
system’. The web comprises at least three separate networks: the power network, the 
information network, and the motivational network (this is what Revans means by 
‘who can, who knows, and who cares’). The forces for change are already there within 
the client system and it is the adviser’s role to point out the dynamics of this system as 
the work of diagnosis and implementation proceeds.

1022 
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The group or set has to manage the project like any other project, deciding on objectives, plan-
ning resources, initiating action and monitoring progress. But all the time, with the help of 
their adviser, they are learning about the management processes involved as they actually 
happen.

Case study

A case study is a history or description of an event or set of circumstances that is analysed by 
trainees to diagnose the causes of a problem and work out how to solve it. Case studies are 
mainly used in courses for managers and team leaders, based on the belief that managerial 
competence and understanding can best be achieved through the study and discussion of real 
events.

Case studies should aim to promote enquiry, the exchange of ideas, and the analysis of experi-
ence so that the trainees can discover the underlying principles the case study is designed to 
illustrate. They are not light relief, nor are they a means of reducing the load on the instructor. 
Trainers have to work hard to defi ne the learning points that must come out of each case, and 
they must work even harder to ensure that these points do emerge.

The danger of case studies is that they are often perceived by trainees to be irrelevant to their 
needs, even if based on fact. Consequently, the analysis is superfi cial and the situation is unre-
alistic. It is the trainer’s job to avoid these dangers by ensuring that the participants are not 
allowed to get away with half-baked comments. Trainers have to challenge assumptions and 
force people to justify their reasoning. Above all, they have to seize every chance to draw out 
the principles they want to illustrate from the discussion and to get the group to see how these 
are relevant to their own working situation.

Coaching

Coaching is a personal (usually one-to-one) on-the-job approach to helping people develop 
their skills and levels of competence. A structured and purposeful dialogue is at the heart of 
coaching. The coach uses feedback and brings an objective perspective. The need for coaching 
may arise from formal or informal performance reviews, but opportunities for coaching will 
emerge during normal day-to-day activities.

Coaching as part of the normal process of management consists of:

making people aware of how well they are performing by, for example, asking them  •
questions to establish the extent to which they have thought through what they are 
doing;

controlled delegation – ensuring that individuals not only know what is expected of  •
them but also understand what they need to know and be able to do to complete the 
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task satisfactorily; this gives managers an opportunity to provide guidance at the outset 
– guidance at a later stage may be seen as interference;

using whatever situations may arise as opportunities to promote learning; •

encouraging people to look at higher-level problems and how they would tackle them. •

A common framework used by coaches is the GROW model:

 ‘G’  is for the goal of coaching, which needs to be expressed in specifi c measurable terms 
that represent a meaningful step towards future development.

 ‘R’  is for the reality check – the process of eliciting as full a description as possible of what 
the person being coached needs to learn.

 ‘O’  is for option generation – the identifi cation of as many solutions and actions as 
possible.

 ‘W’  is for wrapping up – when the coach ensures that the individual being coached is 
committed to action.

Coaching will be most effective when the coach understands that his or her role is to help 
people to learn and individuals are motivated to learn. They should be aware that their present 
level of knowledge or skill or their behaviour needs to be improved if they are going to perform 
their work satisfactorily. Individuals should be given guidance on what they should be learning 
and feedback on how they are doing and, because learning is an active not a passive process, 
they should be actively involved with their coach, who should be constructive, building on 
strengths and experience.

Coaching may be informal but it has to be planned. It is not simply checking from time to time 
on what people are doing and then advising them on how to do it better. Nor is it occasionally 
telling people where they have gone wrong and throwing in a lecture for good measure. As far 
as possible, coaching should take place within the framework of a general plan of the areas and 
direction in which individuals will benefi t from further development. Coaching plans can and 
should be incorporated into the personal development plans set out in a performance 
agreement.

Coaching should provide motivation, structure and effective feedback if managers have the 
required skills and commitment. As coaches, managers believe that people can succeed, that 
they can contribute to their success and that they can identify what people need to be able to 
do to improve their performance.

Corporate university

A corporate university is an institution set up and run by an organization, often with outside 
help, in which education and learning take place. As Carter et al (2002) point out:
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The term ‘corporate university’ is interpreted in different ways. For some, it is specifi c 
and refers to the use of academic terminology to describe and raise the status of training 
and development and, perhaps, also implies a relationship with one or more ‘real’ con-
ventional universities who co-design or accredit the company’s programmes. For others, 
the term is interpreted more broadly as an umbrella that describes the creation and 
marketing of internal brands for all the learning and development opportunities an 
organization provides.

For example, BAe Systems operates a virtual university, which has a strategic partnership policy 
that allows it to co-design programmes with the help of conventional universities. In contrast, 
Lloyds TSB runs its training function just as though it were a university, with faculties for each 
development area. The aim is to align training and development with business strategy and use 
the concept as an internal brand, letting employees know that it is investing in them.

Discussion

The objectives of using discussion techniques are to:

get the audience to participate actively in learning; •

give people an opportunity of learning from the experience of others; •

help people to gain understanding of other points of view; •

develop powers of self-expression. •

The aim of the facilitator is to guide the group’s thinking. He or she may, therefore, be more 
concerned with shaping attitudes than imparting new knowledge. The facilitator has unobtru-
sively to stimulate people to talk, guide the discussion along predetermined lines (there must 
be a plan and an ultimate objective), and provide interim summaries and a fi nal summary.

The following techniques can be used to get active participation:

Ask for contributions by direct questions. •

Use open-ended questions that will stimulate thought. •

Check understanding; make sure that everyone is following the argument. •

Encourage participation by providing support rather than criticism. •

Prevent domination by individual members of the group by bringing in other people  •
and asking cross-reference questions.

Avoid dominating the group yourself. The leader’s job is to guide the discussion, main- •
tain control and summarize from time to time. If necessary, ‘refl ect’ opinions expressed 
by individuals back to the group to make sure they fi nd the answer for themselves. The 
leader’s job is to help them reach a conclusion, not to do it for them.
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Maintain control – ensure that the discussion is progressing along the right lines  •
towards a fi rm conclusion.

Group exercises

In a group exercise the trainees examine problems and develop solutions to them as a group. 
The problem may be a case study or it could be one entirely unrelated to everyday work. The 
aims of an exercise of this kind are to give members practice in working together and to obtain 
insight into the way in which groups behave in tackling problems and arriving at decisions.

Group exercises can be used as part of a team-building programme and to develop interactive 
skills. They can be combined with other techniques such as the discovery method, encouraging 
participants to fi nd out things for themselves and work out the techniques and skills they need 
to use.

Instruction

Job instruction techniques should be based on skills analysis and learning theory, as discussed 
in Chapters 26 and 43. The sequence of instruction should follow six stages:

1. Preparation for each instruction period means that the trainer must have a plan for pre-
senting the subject matter and using appropriate teaching methods, visual aids and dem-
onstration aids. It also means preparing trainees for the instruction that is to follow. They 
should want to learn. They must perceive that the learning will be relevant and useful to 
them personally. They should be encouraged to take pride in their job and to appreciate 
the satisfaction that comes from skilled performance.

2. Presentation should consist of a combination of telling and showing – explanation and 
demonstration.

3. Explanation should be as simple and direct as possible: the trainer explains briefl y the 
ground to be covered and what to look for. He or she makes the maximum use of fi lms, 
charts, diagrams and other visual aids. The aim should be to teach fi rst things fi rst and 
then proceed from the known to the unknown, the simple to the complex, the concrete to 
the abstract, the general to the particular, the observation to reasoning, the whole to the 
parts and back to the whole again.

4. Demonstration is an essential stage in instruction, especially when the skill to be learnt is 
mainly a ‘doing skill’. Demonstration takes place in three steps:

– The complete operation is shown at normal speed to show the trainee how the task 
should be carried out eventually.

– The operation is demonstrated slowly and in correct sequence, element by element, to 
indicate clearly what is done and the order in which each task is carried out.
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– The operation is demonstrated again slowly, at least two or three times, to stress the 
how, when and why of successive movements.

5. Practice consists of the learner imitating the instructor and then constantly repeating the 
operation under guidance. The aim is to reach the target level of performance for each 
element of the total task, but the instructor must constantly strive to develop coordinated 
and integrated performance; that is, the smooth combination of the separate elements of 
the task into a whole job pattern.

6. Follow up continues during the training period for all the time required by the learner to 
reach a level of performance equal to that of the normal experienced worker in terms of 
quality, speed and attention to safety. During the follow-up stage, the learner will continue 
to need help with particularly diffi cult tasks or to overcome temporary set-backs that 
result in a deterioration of performance. The instructor may have to repeat the presenta-
tion for the elements and supervise practice more closely until the trainee regains confi -
dence or masters the task.

Lecture

A lecture is a talk with little or no participation except a question and answer session at the 
end. It is used to transfer information to an audience with controlled content and timing. 
When the audience is large and there is no scope to break it up into discussion groups, there 
may be no alternative to a ‘straight lecture’.

The effectiveness of a lecture depends on the ability of the speaker to present material with the 
judicious use of visual aids. But there are limits on the amount an inert audience can absorb. 
However effective the speaker, it is unlikely that more than 20 per cent of what was said will be 
remembered at the end of the day. After a week, all will be forgotten unless the listeners have put 
some of their learning into practice. For maximum effectiveness, the lecture must never be longer 
than 30 or 40 minutes; it must not contain too much information (if the speaker can convey 
three new ideas that more than half of the audience understands and remembers, the lecture will 
have been successful); it must reinforce learning with appropriate visual aids (but not too many); 
and it must clearly indicate the action that should be taken to make use of the material.

Mentoring

Mentoring is the process of using specially selected and trained individuals to provide guid-
ance, pragmatic advice and continuing support that will help the person or persons allocated 
to them to learn and develop. Mentors prepare individuals to perform better in the future and 
groom them for higher and greater things, ie career advancement.

Mentoring is a method of helping people to learn and develop, as distinct from coaching which 
is a relatively directive means of increasing people’s competence. Mentoring promotes learning 
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on the job, which is always the best way of acquiring the particular skills and knowledge the job 
holder needs. Mentoring also complements formal training by providing those who benefi t 
from it with individual guidance from experienced managers who are ‘wise in the ways of the 
organization’.

Mentors provide people with:

advice in drawing up self-development programmes or learning contracts; •

general help with learning programmes; •

guidance on how to acquire the necessary knowledge and skills to do a new job; •

advice on dealing with any administrative, technical or people problems individuals  •
meet, especially in the early stages of their careers;

information on ‘the way things are done around here’ – the corporate culture and its mani- •
festations in the shape of core values and organizational behaviour (management style);

coaching in specifi c skills; •

help in tackling projects – not by doing it for them but by pointing them in the right  •
direction, helping people to help themselves;

a parental fi gure with whom individuals can discuss their aspirations and concerns and  •
who will lend a sympathetic ear to their problems.

There are no standard mentoring procedures, although it is essential to select mentors who are 
likely to adopt the right non-directive but supportive approach to the person or persons they 
are dealing with. They must then be carefully briefed and trained in their role.

Modern apprenticeship

Modern apprenticeships were originally introduced by the government as a means of develop-
ing key skills. Their main features are:

open to those aged 16–24; •

provide alternate on-the-job and off-the job experience and training; •

linked to NVQ qualifi cations; •

frameworks developed by Skills Sector Councils and adapted to meet local needs; •

possible to progress to further or higher education. •

The problems with modern apprenticeships have included variability between sectors, con-
centration on traditional sectors, the number of apprentices is not increasing, concern about 
the NVQ framework, and poor quality trainers and assessors.
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Outdoor learning

Outdoor learning involves exposing individuals to various ‘Outward Bound‘ type activities: 
sailing, mountain walking, rock climbing, canoeing, caving, etc. It means placing participants, 
operating in teams, under pressure to carry out physical activities that are completely unfamil-
iar to them. The rationale is that these tests are paradigms of the sort of challenges people have 
to meet at work, but their unfamiliar nature means that they can learn more about how they 
act under pressure as team leaders or team members. Outdoor learning involves a facilitator 
helping participants to learn individually and collectively from their experiences.

Role playing

Role playing is used to give managers, team leaders or sales representatives practice in dealing 
with face-to-face situations such as interviewing, conducting a performance review meeting, 
counselling, coaching, dealing with a grievance, selling, leading a group or running a meeting. 
It develops interactive skills and gives people insight into the way in which people behave and 
feel. In role playing, the participants act out a situation by assuming the roles of the characters 
involved. The situation will be one in which there is interaction between two people or within 
a group. It should be specially prepared with briefs written for each participant explaining the 
situation and, broadly, their role in it. Alternatively, role playing could emerge naturally from 
a case study when the trainees are asked to test their solution by playing the parts of those 
concerned.

The technique of ‘role reversal’, in which a pair playing, say, a manager and a team leader run 
through the case and then exchange roles and repeat it, gives extra insight into the feelings 
involved and the skills required.

Role playing enables trainees to get expert advice and constructive criticism from the trainer 
and their colleagues in a protected training situation. It can help to increase confi dence as well 
as developing skills in handling people. The main diffi culties are either that trainees are embar-
rassed or that they do not take the exercise seriously and overplay their parts.

Simulation

Simulation is a training technique that combines case studies and role playing to obtain the 
maximum amount of realism in classroom training. The aim is to facilitate the transfer of 
what has been learnt off-the-job to on-the-job behaviour by reproducing, in the training room, 
situations that are as close as possible to real life. Trainees are thus given the opportunity to 
practise behaviour in conditions identical to or at least very similar to those they will meet 
when they complete the course.
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Useful Website Addresses

Michael Armstrong http://www.michaelarmstrong@lycos.co.uk

Aston Business School http://www.abs.ast.ac.uk

Birkbeck College http://www.bbk.ac.uk

Birmingham Business School http://www.business.bham.ac.uk

Cardiff Business School http://www.cardiff.ac.uk

Chartered Institute of Personnel and Development http://www.cipd.co.uk

Chartered Management Institute http://www.managers.org.uk

Cranfi eld School of Management http://www.som.cranfi eld.ac.uk

Deloitte http://www.deloitte.com

Durham Business School http://www.dur.ac.uk

Equality and Human Rights Commission http://www.equalityhumanrights.com

Edinburgh Business School http://www.ebsglobal.net

e-reward http://www.e-reward.co.uk

Ernst & Young http://www.ey.com

Harvard Business School http://www.hbs.edu

Hay Group http://www.haygroup.co.uk

Henley Management College http://www.henleymc.ac.uk

Humanus Consultants ann@humanus.biz

Hewitt Associates http://www.hewitt.com

Incomes Data Services http://www.incomesdata.co.uk

Institute for Employment Studies http://www.employment-studies.co.uk
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Industrial Relations Services (IRS) http://www.irs.com

The International Journal of Human Resource Management
 http://www.tandf.co.uk/journals/routledge/09585192.html

Kings College London http://www.kcl.ac.uk

Kingston Business School http://www.kingston.ac.uk/business

Kogan Page Ltd www.koganpage.com

Learning and Skills Council http://www.lsc.gov.uk

Leeds Business School http://www.leeds.ac.uk

Leeds Metropolitan Business School http://www.lmu.ac.uk

Leicester Business School http://www.dmu.ac.uk

London Business School http://www.lbs.lon.ac.uk

London Metropolitan Business School London.met.ac.uk

London School of Economics http://www.lse.ac.uk

Manchester Business School http://www.mbs.ac.uk

Mercer Consulting http://www.mercerhr.com

Middlesex Business School http://www.mubs.mdx.ac.uk

Newcastle Business School http://www.newcastlebusinessschool.ac.uk

New Earnings Survey http://www.statistics.gov.uk

Nottingham Business School http://www.bs.ac.uk

People Management http://www.peoplemanagement.co.uk

Personnel Today http://www.personneltoday.com

Portsmouth Business School http://www.port.ac.uk

PricewaterhouseCoopers http://www.pwc.com

Queens University Business School http://www.qub.ac.uk

Roffey Park Institute http://www.roffeypark.com

Society for Human Resource Management (USA) www.shrm.org

Strathclyde Business School http://www.strath.ac.uk

Towers Perrin http://www.towersperrin.com

Trades Union Congress http://www.tuc.org.uk
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Warwick Business School http://www.wbs.ac.uk

Watson Wyatt http://www.watsonwyatt.com

Westminster Business School http://www.wmin.ac.uk

The Work Foundation http://www.theworkfoundation.com
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in performance management 211
in recruitment and selection 211
in reward management 211–12

competency frameworks
defi ned 204
development of 212–13
examples 206–08
headings 204–06

competitive advantage 8, 10, 27, 30, 35–36, 40, 66, 83
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rationale for 816
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skill-based pay 825–27
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contribution-related pay 819, 823–25
conjunctive bargaining 884
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cooperative bargaining 884
core and peripheral employees 509–10
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corporate culture, see organizational culture
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competency framework 170
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defi ned 166
developing a CSR strategy 170–71
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rationale for 168–69
strategic CSR 52, 166–67
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criterion-related measurement of test 
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critical evaluation 179, 189–91
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culture, see organizational culture
culture change 396–97
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defi ned 936
effectiveness of 945
EU directives 945–46
expression of 939
framework 938
involvement 937
joint consultation 941–42
levels of 939–40
meaning of 936
participation 937
planning for 945
suggestion schemes 944–55
upward problem solving 938

employee well-being
bullying 981
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employee assistance programmes (EAPs) 981
group employee services 982
importance of  976
managing stress 978–79
services for individuals 981
work environment, improvement of 976
work–life balance 340, 977–88
strategy 53

employees as valued assets 8
employer brand 119
 employer of choice 496
employers’ organizations 898
Employment Appeal Tribunal (EAT) 899
employment issues, handling of 931
employment relations 875, 878, 930–31, see also 

employee relations
employment relationship

basis of 262
changes to 265–66
contract of employment 264–65
defi ned 261
managing the employment 

relationship 266–67
parties to 878–79
and the unitary view 885
and the psychological contract 279–80
relational contracts 263
signifi cance of 280–81
transactional contracts 263
and trust 267–68

Employment Rights Act 1996 261
employment tribunals 899
engaged employee 37
engaged performance 337–38
engagement

and commitment 336–37
defi ned 337
and discretionary behaviour 338–39
factors affecting 339
and job satisfaction 343–44
measuring 343
signifi cance of 338
strategy 53, 341–43

engagement and commitment survey, example 
of 1021

enterprise resource planning (ERS) systems 1013
equal pay claims 778–79
equal pay legislation 777
Equal Pay Act 777
Equal Pay (Amendment) Regulations 777–78

equal pay reviews 778
equal value (equal pay for work of equal value) 777
equity theory of motivation 328–29
ERG theory of motivation (Alderfer) 319, 324
e-reward 619, 630, 817, 864
ethical considerations

approach to employee relations 911–12
the ethical dimension 19
for HR practitioners 120–21
HR professional standards 120–21
social responsibility 19
treating people 19

European Union 899–900
evaluating the HR function

approach to 91–92
benchmarking 90
dimensions 88
employee satisfaction measures 90
factors affecting 87
HR scorecard 91
output criteria 87
process criteria 87
quantitative criteria 88–89
service level agreements 90
user reaction 89–90
utility analysis 87

evaluation of learning
application of 697
approach to 693–84
levels of evaluation – Kirkpatrick 694–95
levels of evaluation – Hamblin 694
process of 693
return on expectations 696–97
return on investment 684, 696
signifi cance of 693

evaluative enquiry 717
evidence-based management 109, 126, 128
exchange relationship in collective 

bargaining 883
exchange theory 272
executive search consultants 526
exit interviews 505
expatriates, management of 156–60
expatriate pay 160–61
expectancy theory of motivation 142, 278, 320, 

325–26, 708
experiential learning 670, 675, 703, 727
experienced worker’s standard (ESW) 706
external environment 18
extrinsic motivation 318, 326



1040 Subject Index

factor analysis 303
factor comparison 761
factors, job evaluation 758–59, 773–74
factor plan 759, 774
fairness 736
faults analysis 463
feedback 619, 626, 627, 645
felt-fair principle 330, 736
fi eld force analysis 427
fi nal salary pension schemes 853, 854–55
fi nancial fl exibility 255
fi nancial incentives 816
fi nancial rewards 817, 818
fi t (strategic)

horizontal 32, 58
vertical 32, 56–58

fi ve-fold grading 517
fi xed increments 828
fl exibility

and commitment 348–49
core-periphery fi rms 255
fi nancial 255
functional 255
planning 509–11
numerical 255, 368
operational 255, 509
organizational 367–68, 410
structural 255

fl exible benefi ts 851
fl exible fi rm, the 255–56, 509
fl exible hours arrangements 510–11
fl exible organizations 367–68
fl exible working 977
forced distribution 632
forced ranking 632
formal groups 370
formal learning 668, 669
formal organizations 358, 359
frequency rate 969
front line managers 97–98
functional analysis 446, 461
functional fl exibility 6, 255

gainsharing 833
general intelligence 303
general mental ability (GMA) 302, 533
generative learning 715
generic role 445
generic role profi le 453–54
global competition 18

global HRM 152
globalized HRM 152
globalization 152
goal theory of motivation 327, 620–21, 708
good practice 35
grade boundaries 807–08
grade drift 798, 799
grade and pay structures

analysis of different types 805–06
broad-banded structure 800–01
broad-graded structure 798–99
career family structure 802
defi ned 740
design of 807–12
design process 811–12
differentials 810
incidence of different types 804–05
individual job grades 797, 804
grade boundaries 807–08
guiding principles 797
job family structure 801
multi-graded structure 798
number of grades 809
overlap 810
pay progression 810
pay spine 802–03
spot rates 803–04
types of 798–807
use of 796
width of grades 809–10

grade structure 796, see also grade and pay 
structure

grades 798
grading jobs 867
graphology 532–33
grievance procedure 1005–06
grounded theory 188
groups

defi ned 369–70
formal groups 370
group processes 371–74
informal groups 370–71

group behaviour
group cohesion 372–73
group development 373–74
group dynamics 372
formal groups 370
group ideology 372
group interaction 371–72
group norms 373
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group pressure 373
group processes 371–73
impact on group members 373
informal groups 371–72
interaction 372–73
reference group 373
task and maintenance functions 372

group development 373–74
group dynamics 372, 419
group exercises 1028
group think 372
guiding coalition 125, 436

half-life index 502
halo effect 563
Hampel Code 718
harassment policy 136
‘hard’ HRM 8, 10
Harvard framework of HRM 14
Hayes Committee 121–21
the Hawthorne experiment and studies 187, 371
hazards, safety 962–63
health and safety

accident prevention 967–68
activities 828–29
audits 965–966
communicating on 970–71
defi ned 960
hazards 962–63
inspections 967
management of 960–61
measuring performance 969–70
occupational health programmes 960, 968–69
organizing 971–72
policies 961
risk assessments 962–63
safety inspections 967
total loss control 970
training 971

Health and Safety Executive 828
‘hearts and minds’ approach to gaining 

commitment 8, 346, 350
‘hearts and minds’ approach to managing 

change 328
hierarchical task analysis 182–83, 184
hierarchy of needs (Maslow) 219–20
high commitment and HRM 6
high-commitment management 49–51, 350
high-commitment policies 776
high-commitment practices 235

high-involvement management 51, 235
high-involvement policies 776
high-involvement work practices 235
high-performance culture 231–32
high-performance management

defi ned 49
high performance perspective 70

high-performance organizations 235
high performance work design 342, 344
high performance work practices 49
high performance work systems

aim 14
and best practice 236
characteristics of 234–35
components of 235–37
defi ned 49, 232–34
development of 241–45
and HRM goals 5
impact of 238–41
reservations about 240–41

high quality and HRM 26
high trust organizations 8
holistic approach 

to human resource management 33, 113
to performance management 481–82
to performance pay 691

home-based pay 160
home-working 510
horizontal fi t 32, 58
horizontal integration 29, 58
horns effect 563
host-based pay 161
HR function

activities of 83
budgeting 96–97
contribution to change management 438–39
contribution to developing 

commitment 351–52
employee relations role 900
evaluation of 87–92
issues 83
marketing of 95–96
organization of 86–87
role of 82–84
role in managing change 437–39

HR information systems (HRIS)
for recording absence 507
defi ned 1011
enterprise resource planning (ERS) 

systems 1013
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features 1013
functions 1012
integration 1013
intranet 1013–14
introducing 1014–15
reasons for introduction 1011
self-service 1014
software 1013

HR policies
absence management 507
AIDS 990
age and employment 990
attraction and retention 583
bullying 991
career management 595–96
defi ned 988
discipline 991
diversity management 991–92
e-mails 992
employee development 992
employee relations 906–09, 992
employee voice 992
employment 93
equal opportunity 993–94
formulating 997
grievances 994
health and safety 961–62, 994
implementing 998
internet, use of 992
reward 739
management development 721–22
overall policy 988–90
promotion 994
redundancy 994–95
reward 995
sexual harassment 995
substance-abuse 996
work–life balance 996

HRM, see human resource management
HR practitioners

ambiguities in the role 122–23
basic role 105–06
business partner role 85, 86,106–08
as change agents 111, 437–38
CIPD Code of Professional Conduct 120
competency framework 126–27
competencies required 126–28
confl ict in the HR contribution 124–25
as conformist innovators 113
and contingency theory 17

continuous professional development 129–30
as deviant innovators 113
developing competence 128
ethical considerations 120–21
gaining support and commitment 117–20
internal consultancy role 112
models of HR management roles 113–16
professional ethical standards 120–21
professionalism in HRM 121–22
qualities required 125–29
as reactive pragmatists 108
service delivery role 108
strategic role 58, 108–11
as ‘thinking performers’ 128–29

HR procedures
capability 1001–03
defi ned 1001
disciplinary 612, 1003–05
grievance 1005–06
purpose 1001
redundancy 1006–09
reward 867

HR professionals/specialists, see HR 
practitioners

HR scorecard 91
HR shared service centres 85, 86, 92–93
HR strategies 

career development 593
communications 953–54
criteria for 53–54
defi ned 48
employee relations 53, 909–10
examples of 52
fi t with business strategy 56–57
formulation of 54–55
general 49–52
implementation of 59–61
information 882
inside-out approach to formulation 54–55
issues in developing 55–59
knowledge management 222–23
learning and development 654–56
management development 722
options 54
outside-in approach to formulation 54–55
reason for 988
resourcing 480–82
retention 503–04
reward 53, 57, 739, 746–51
setting out 58–59



Subject Index 1043

specifi c 52–53
talent management 584–85

human capital
constituents of 68
defi ned 66–67
and HRM 10
intellectual capital theory 68
measuring human capital 66
organizational capital 68
people as 10
and people management 69
social capital 68
and strategic HRM 31
signifi cance of 68
theory 68–69

human capital advantage 68–69
human capital index (Watson Wyatt) 71–72
human capital management (HCM)

defi ned 66
external reporting 76–77
internal reporting 75–76
introduction of 77
and measurement 66
and the resource-based view 31
strategy 52

human capital measurement 
approaches to 71–72
data 73–75
defi ned 69–70
need for 70
reasons for interest in 70–71

human capital monitor (Andrew Mayo) 72
human capital theory 738
human relations school 359
human resource advantage 31
human resource development (HRD) 651, see 

also learning and development
human resource function see HR function
Human Rights Act, (1998) 993
human resource management (HRM)

and added value 7
approaches to 231
characteristics of 7–12
and commitment 9
context of 17–18
contextual factors 18
contribution to knowledge management 225–26
defi ned 4–5, 48
diversity of 8–9
and employee relations 887–89

and links to fi rm performance l36–41
‘hard’ HRM 8, 10
Harvard framework 14
links between HR and fi rm 

performance 136–41
impact of HRM practices on 

performance 144–45
impact of HR strategies on performance 141
impact on individual performance 141–42
impact on organizational performance 143–44
and integration 9
as a managerialist approach 16
matching model of HRM 13–14
morality of 15–16
and mutuality 12
objectives of 5–6
and personnel management 13
policy goals 6
the radical critique view of HRM 16
and reward management 733
as rhetoric 15
reservations about 14–17
and social legitimacy 19
and social responsibility 20
and strategic integration 6
strategic nature of 9
‘soft’ HRM 8, 10
as a system 7, 11–12
as a theory 14
as a unitary approach 10

human resource planning
action planning 489, 493
aims 487–88
approaches to 488–90
and business planning 486–87
defi ned 486
demand forecasting 489, 491–92
forecasting requirements 489, 493
hard and soft versions 486
managerial judgement 491
ratio-trend analysis 492
retention planning 503–05
scenario planning 489, 490
supply forecasting 489
use of 488
workforce planning 488
work study techniques 492

human resource practitioners/professionals/
specialists, see HR practitioners

humanism 8
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hygiene factors 328, 329
hypothesis 178–79, 188

identifying learning needs
areas for analysis 690–692
basis of learning needs analysis 690
defi ciency model 690
learning gap, identifi cation of 690
learning specifi cation 692
performance and development reviews 691
role analysis 692
surveys 692

IDS 339, 508, 788
impact of HRM on organizational performance

how HRM practices make an impact 144–45
how HR strategies make an impact 141
links between HR and fi rm performance 136–41
HRM and individual performance 141–42
HRM and organizational performance 143–44

impression management 117
improvement groups 938
incentive pay and motivation 318
incidence rate 969
incremental change 437
individual differences

ability 302–03
arising from gender, race or disability 301
implications for HR specialists 311
infl uence of background and culture 301
infl uences on behaviour 301–02
intelligence 303, 533
personal characteristics 300
personality 303–305

individual job grades 797, 804
individualism 887
induction (employment)

aims 603
defi ned 603
documentation 604–05
formal induction courses 606
importance of 603
induction training 607
initial briefi ng 605
introduction to the workplace 605–06
reception 604

induction (research) 187
Industrial Partnership Association 886
industrial relations

bargaining power 883–84
collective agreements 882

collective bargaining 881, 882–84
context of 898–907
custom and practice 879, 882
defi ned 11
developments in 890–93
external regulation 882
internal regulation 882
job regulation 881
managing with trade unions 927–29
new reality 895
as a normative system 881
pluralist view 885
procedural rules 882
regulation and rules 881–82
substantive rules 882
as a system of rules 880–81
unitary view 884–85
voluntarism 887
see also employee relations

Industrial Relations Services (IRS) 788, 977
informal groups 371–72
informal learning 666–67, 669
informal organization 359
information 221
inside-out approach to strategy formulation 54–55
Institute for Employment Studies 336, 487
instrumentality theory of motivation 319, 322
integration

of HR policies and strategies and business 
strategy 8, 9, 56–57, 481–82

horizontal 29
and strategic fi t 32
vertical 29, 56–58

integrated strategic change 420
integrative bargaining 752
intellectual capital 68

challenge of 20
defi ned 351–52
elements of 352
and human resource development 526
and knowledge management 159–60
and organizational learning 717
and the resource-based view 31

and resource-based strategy 108
intelligence quotient (IQ) 306
intelligence tests 568–69
interaction 253–54, 261
interactionism 208
interaction 371–72
internal environment 18
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international human resource management
the challenge 151
context 91–94
convergence 154–56
cultural differences 153–54
defi ned 151
distinction between national and global HR 

practice 151
divergence 154–56
environmental differences 153
expatriates, management of 156–61
global HR policies and practices 156
globalized HRM 152
globalization 152
international fi rms 151
issues 151–52
multinational fi rms 151
role specifi cations 157–58
resourcing policies 157
training policy 158–59

interventions 418–19, 420
interviews

job analysis 447–49
research 182–83
see also selection interviewing

instruction 1028–29
instrumental learning 701
intranet 953, 1013
intrinsic motivation 318, 326, 341, 470
introduction to the organization 603
involvement 937

Japanese ‘excellence’ school 346–47
job

characteristics 469
defi nition of 444, 467
and roles 445, 467

job analysis
defi ned 444
information provided 446–47
methodology 447–49

job breakdown 462
job characteristics model 470–71
job classifi cation 762, 768
job description

capsule 786
defi ned 444
example 451
headings 449–51

job design 

approaches to 471–73
defi ned 467
factors affecting 468
high-performance work design 473
and intrinsic motivation 470
job characteristics model 470–71
process of 467–68
task structure 469
use of competency frameworks 156

job engagement, see engagement
job enlargement 472
job enrichment 329, 472
job evaluation

aims 757
analytical job matching 760, 767
analytical schemes 758–61
benchmark jobs 760, 763, 764, 769, 776
benchmarking 770
choice of approach 766–69
comparison of schemes 767–68
computer-aided job evaluation 765–76
defi ned 740, 756–57
design principles 769–70
design and process criteria 769–70
designing an analytical matching scheme 776
designing a point-factor scheme 769–76
developing an appropriate scheme 779–80
equal pay considerations 777–79
and equal value (equal pay for work of equal 

value) 764
extreme market pricing 757, 764
factor 758–59, 773–74
factor comparison 761
factor levels 759, 774
factor plan 759, 774
formal 757–58
and grade defi nition 798
and grade structure design 800, 807, 811
hybrid schemes 761
informal 758
internal benchmarking 763–64, 768
job classifi cation 762, 768
job ranking 762, 768
market pricing 764
non-analytical schemes 761–62
paired comparison ranking 763
point-factor rating 758–60, 767
process principles 770
ready-made schemes 761
tailor-made schemes 761
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use in market rate analysis 786
weighting 775

job family 801
job family grade and pay structures 801–02
job infrastructure 235–36
job learning analysis 463–44
job matching (market rate surveys) 785–86
job ranking 762, 768
job rotation 472
job satisfaction

defi ned 343
and engagement 339
factors affecting 344
and performance 344

job sharing 510
job shops 611
joint consultation 941–42, 952
joint regulation 881, 893
justice 19, 270, 269, 270–71, 611, 750
just-in-time training 677, 723

key performance indicators 75, 136
key result area 445, 452, 473
knowledge

and competitive advantage 31
defi ned 220–21
and information 221

knowledge exchange forums 672
knowledge management

codifi cation strategy 222
contribution of HR to 225–26
defi ned 219–20
issues 223–24
and organizational learning 714
personalization strategy 222–23
purpose of 222
process of 222
strategy 53, 222–23
systems 221

knowledge, skills and abilities (KSAs) 516, 670
knowledge workers 225
Kolb’s learning cycle and styles 704–05
KSAs 516, 670

labour process theory 10, 270–71, 885
labour turnover, see employee turnover
labour wastage, see employee turnover
law of effect 322
leadership

defi ned 376

and engagement 340
roles 376–77
style 377

learning
affective learning 701
blended learning 673
cognitive learning 701, 703
contract 675
defi ned 664, 701
double loop 715–16
effective learning, conditions for 702
e-learning 670–72
evaluation of learning 693–97
event 684
and expectancy theory 708
experiential learning 703
formal learning 667
formal and informal learning compared 669, 

670
and goal theory 708
Honey and Mumford’s learning styles 705
identifi cation of learning needs 690–92
Kolb’s learning cycle 704–05
Kolb’s learning styles 705
informal learning 666–67, 669, 670
instrumental learning 701
the learning curve 706–08, 710
the learning cycle 704
learning goals 708
learning to learn 706
learning events, design and delivery 686–87
motivation to learn 708
objectives 685–86
organizational 714–16
outdoor learning 1031
practical implications of learning 

theory 709–10
process of 701–02, 710
reinforcement 703
responsibility for 689
self-directed or managed learning 673–74
self-refl ective learning 673, 701
single-loop learning 715
self-paced learning 671
social learning 703, 710
specifi cation 446, 692
stimulus-response theory 703
strategy 706
styles 704–06, 710
theory 702–03
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thinking styles 706
and training 651, 665, 689
types of learning 701
workplace learning 667–68

learning content management system 671
learning contract 675
learning culture 654, 656–57
the learning curve 706–08, 710
learning and development

approaches to 666
benefi ts 684–85
business case for 684
contribution to organizational 

performance 658–59
defi ned 654, 664
effectiveness of programmes or events 688
elements of 665–66
evaluation of 659
and human resource development 651
philosophy 655
programmes 684, 685–89
and strategic human resource development 654

learning contracts 675
learning curve 706–08, 710
learning and development strategy

elements of 655
features of 654–56
and competitive strategy 57
defi ned 53
strategy 53, 57

learning events 686–87
learning management system 671
learning needs, identifi cation 690–92
learning organization

defi ned 657
and organizational learning 718
problems with the concept 657–58

learning portal 671
learning representatives 896
learning specifi cation 446, 692
learning theory

cognitive learning 703, 709
experiential learning 703, 709
Kolb 704–05
practical implications of 709–10
reinforcement 703, 709
social learning 703, 709
stimulus-response 703

lecture 1029
life cycle best fi t model 35

line of command 358
line of sight 326, 820, 821
line managers

devolution of responsibility for reward 868, 
870–71

gaining their support and commitment 119
and HR policies 998
HR role of 14, 97–98
involving 125
and performance management 638–39
and reward management 751

line and staff organizations 366
literature reviews 178, 180
lower quartile 193

management by agreement 615
management by objectives 620
management role in industrial relations 897–98
management consultants, use of 94–95
management development

approaches to 723
criteria for 730
defi ned 721
development centres 726
formal approaches to 724–25
how managers learn and develop 724
informal approaches to 725–26
integrated approach to 726–27
policy 721–22
priorities 723
responsibility for 727–30
role of HR and learning and development 

specialists 729–30
role of the individual 728–29
role of the organization 728–29
strategy 722

management style 377, 389, 910–11
management succession planning 586–97
managing change see change management
managing diversity 991–92
managing reward systems

added value assessment 862
attitude surveys 862
attrition analysis 862
communicating to employees 871
compa-ratio analysis 861
controlling reward 860–61
costing 860–61
developing reward systems 868, 869
devolution to lone managers 868
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evaluating reward 861
general pay reviews 863
individual pay reviews 864–86
mid-point management 861
monitoring reward 861
pay reviews 862–67
reward budgets 860
reward forecasts 860
reward procedures 867

manpower planning 486, see also human 
resource planning

manual skills analysis 463 
manual workers pay 844–47
market anchor 798
market pricing, job evaluation 764
market rate analysis

advertisements 789
aims 784
club surveys 789
defi ned 740, 784
derived market rate 792
interpreting data 792
job matching 785–86
market intelligence 789
presenting data 792
published surveys 787–88
sources of data 787, 790–91
special surveys 788–789
using data 792

market rate, concept of 784
market rate data, reliability of 785
market stance 740, 792, 798 
matching thesis (HR practices) 237
Maslow’s hierarchy of needs 319, 324
matching model of HRM 13–14
matrix organizations 250
McKinsey & Company 580
measured day work 846
median 192
mediation 920
mentoring 1029–30
merit rating 475
metrics 66
mid-point management (pay) 798, 861
midpoint, pay range 861
Michigan school of HRM 13–14
modern apprenticeship 1030
money and motivation 329–30
money purchase pension schemes 854–55
morale 343–44

motivation
cognitive theory 325
and commitment 349
and communications 815
components of 317
and contingent pay 688
content theory 319–20, 323–25
defi ned 317–18
equity theory 327–28
ERG theory (Alderfer) 319, 324
expectancy theory 142, 278, 320, 325–26, 708
extrinsic motivation 318
and fi nancial incentives 687
goal theory 327, 620–21, 708
hierarchy of needs (Maslow) 319, 324
instrumentality theory 319, 322
intrinsic motivation 318
and job design 339
for knowledge workers 170
to learn 708
and money 329–30
motivating characteristics of jobs 339–40
motivating strategies 330–31
motivation theories 319–20
needs related model 323
needs theory 319–20, 323–25
and performance 5, 225
process (cognitive) theory 320, 325
process of 216–17
reinforcement 319, 322
strategies 228–29, 168–69
summary of motivation theories 226–27
and talent management 393
theories 319
two-factor model (Herzberg) 321, 328–29
types of 118

multiple causation 195
multiple regression 194
multi-graded pay structure 798
multi-skilling 509
multi-source assessment 624, 644, see also 

360-degree feedback
mutual commitment 22
mutual commitment fi rms 236
mutuality 9–10, 261
Myers Briggs Types Indicator 305

narrow graded pay structures 798
National and Scottish Vocational Qualifi cations 

(NVQs/SNVQs) 148, 189, 700
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natural justice 19, 270, 611
needs theory of motivation 216–17, 219–20
negotiating

and bargaining 924–26
commercial negotiations 923
industrial relations negotiations 923
process of 923–27
skills 927

networking 261
neuro-linguistic programming (NLP) 420
new style agreements 916–17
new technology and HRM 17–18
new technology policy 135
newsletters 820
non-analytical job evaluation schemes 634–35
non-fi nancial rewards 741
normal curve (test results) 449
normative approach to change management 328
normative score 573
norms (cultural) 384, 388–89
norms (test) norms 574
notice boards 821
null hypothesis 194
numerical fl exibility 255, 368
NVQs/SNVQs 204

objectives
characteristics of good objectives 488–89
criteria for 623
defi ned 622
defi ning objectives 489
integration of 488
in performance management processes 487
SMART objectives 623
as targets/tasks 488
types of 622–23
updating 493–94

observation 186, 449
occupational competencies 150
occupational health programmes 960, 968–69
occupational pension schemes, see pensions
OD, see organization development
offshoring 94
online recruitment 523–25
open systems 11
operant conditioning 278
operational fl exibility 255, 509
opportunity to participate 142
organization charts 358, 366
organization culture, see organizational culture

organization design
aim 405–06
analysis 407–08
conducting organization reviews 406
defi ned 404
diagnosis 408–09
guidelines 409–10
planning 410–11
responsibility for 412–13

organization development (OD)
activities 418–20
assumptions and values 417–18
defi ned 416–17
programmes 417
strategy 53

organization structure 358, 407–408
organization theory

behavioural science school 359–60
bureaucratic model 360–61
classical school 359
contingency school 362
human relations school 359
postmodern school 364–65
shamrock organization 367–68
socio-technical model 362
systems school 361–62
types of organization 247–48, 249–51

organizational behaviour
characteristics of 292–93
defi ned 292
explaining 294
factors affecting 294–95
signifi cance 296
and the social and behavioural sciences 293–94
theory 295

organizational capability 27, 29, 130, 136, 358, 
416, 717

organizational capital 68
organizational choice 410
organizational climate 340, 385–86, 392–94
organizational commitment 345, see also 

commitment
organizational culture

analysis of 395
appropriate cultures 394
assessment of 391–92
artefacts 389
characteristics of 385
classifi cation of 390–91
components of 387–89
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culture change 394–95, 396
defi ned 384
development of 386
management style 389
norms 388–89
organizational climate 385–86
problems with the concept 385
signifi cance of 385
supporting cultures 394, 395
values 387–88

organizational culture inventory 392
organizational development, see organization 

development
organizational effectiveness 126
organizational ideology questionnaire 391–92
organizational learning

adaptive learning 715
defi ned 714
double-loop (generative) learning 715–16
evaluative enquiry 717
generative learning 715
and knowledge management 714
and the learning organization 718
outcomes 717
principles of 715
process of 715–16
single-loop (adaptive) learning 715
strategic choice 716

organizational processes
communication 369
confl ict 378–79
group behaviour 369–76
interaction 369
leadership 376–77
networking 369
politics 378
power 378
teamwork 374
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