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GUIDED TOUR

CHAPTER 1
AN INTRODUCTION TO HUMAN 
RESOURCE MANAGEMENT
JULIE BEARDWELL

Objectives

● To define human resource management (HRM).

● To explore the origins of HRM.

● To review and evaluate the main models of HRM.

● To explore the association between HRM and business performance.

● To explore HRM in practice and the impact of recession and recovery on 
HRM practice.

● To review the impact of HRM on the changing roles of human resources 
professionals.

Objectives

Provide an overview of the topics to be covered 

in each chapter, giving a clear indication of what 

you should expect to learn.

MODELS OF HRM        9

The matching model is closely allied with the ‘hard’ interpretation of HRM, that is, the deployment 

of human resources to meet business objectives. Two assumptions underpin this model. The first is 

that the most effective means of managing people will vary from organisation to organisation and 

is dependent on organisational context. The second assumption is that of unitarism, that is, the 

assumption that conflict, or at least differing views, cannot exist in the workplace because everyone 

(managers and employees) is working to achieve the same goal, the success of the organisation. 

This model has formed the basis of the ‘best fit’ school of HRM, discussed further in Chapter 2.

Universalism: More is better

A second influential model, illustrated in Figure 1.2, was developed by Beer et al. (1984) at Harvard 

University. ‘The map of HRM territory’, as the authors titled their model, recognises that there are a 

variety of ‘stakeholders’ in the organisation, which include shareholders, various groups of employees, 

the government and the community. The model recognises the legitimate interests of diverse stakehold-

ers, and assumes that the creation of HRM strategies will have to reflect their different interests and 

fuse them as much as possible into the human resource strategy and ultimately the business strategy.

This recognition of stakeholders’ interests raises a number of important questions for policy-

makers in the organisation (Beer et al., 1984: 8):

How much responsibility, authority and power should the organisation voluntarily delegate 

and to whom? If required by government legislation to bargain with the unions or consult with 

workers’ councils, how should management enter into these institutional arrangements? Will 

they seek to minimise the power and influence of these legislated mechanisms? Or will they 

share influence and work to create greater congruence of interests between management and 

the employee groups represented through these mechanisms?

Figure 1.1  The matching model of HRM.
Source: Devanna et al. (1984) in Fombrun et al. (1984: 35); reproduced with permission.
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            Introductory case study  

 Designed to stimulate interest and provoke 

thought as you begin your exploration of 

the chapter and consider how it might 

relate to the real world.             

Simply Business, an online insurance company that sells 
insurance to small businesses, landlords and shops in the 
UK, is top of the Sunday Times 100 Best Companies to Work 
For 2016. The company has 315 staff with a head office in 
London and a contact centre in Northampton.

Head office employees work in an open-plan office and 
hold meetings via Google hangouts. A number of staff live 
abroad and work remotely full-time. Chief executive Jason 
Stockwood invites groups of contact centre staff to dinner 
when he is in Northampton. ‘I want to make sure people 
feel they can do their best work without going through 
hierarchies or command-and-control structures,’ he says. 
‘I enjoy the company of everyone I work with.’

Stockwood joined Simply Business from Match.
com in 2010. He describes the insurance industry as ‘a 
massive market with a low bar on credibility’ that can 
serve  customers better. In his first year, Stockwood 
oversaw a reorganisation that affected 53% of staff. ‘We 
changed the culture,’ he says, and put employees at the 

forefront, turning the ‘hackneyed phrase about customers 
coming first’ on its head. ‘You can’t force people who hate 
their environment to do a good job,’ he adds. ‘Customers 
only come first if our employees are happy and doing a 
good job.’

Simply Business employees are so highly engaged that 
their responses to the Sunday Times staff survey put it top 
in 50 of the 70 questions. People say that they would not 
leave for another job (a 90% positive score) and are inspired 
by their leader (91%). Perks include a benefits package with 
private health insurance and life assurance. Salaries have 
also been improved year on year since Stockwood has 
been at the helm, despite the recession. Trips, nights out 
and office beers are part of the company’s fabric, as are 
charity events. An 89-mile bike ride from Northampton to 
London and an Arctic biathlon are the main fundraisers.

Source: http://appointments.thesundaytimes.co.uk/article/best100 
companies/.

Introduction

The first edition of this book was published in 1994 and the then editors described HRM as 

a newly emerging phenomenon that added ‘a powerful and influential perspective’ to debates 

about the nature of the contemporary employment relationship. They noted (Beardwell and 

Holden, 1994: 5):

Any assessment of the emergence of Human Resource Management has, at least, to take 

account of this changing context of employment and provide some explanations as to the 

relationships that exist between the contribution HRM has made to some of these changes on 

the one hand and, on the other hand, the impact that such changes have had on the theory 

and practice of HRM itself.

Human resource management continues to both influence and be influenced by the changing 

context of employment, but, while still relatively new, it can no longer be described as an emerg-

ing phenomenon. Boxall and Purcell (2011: 2) suggest that HRM is the most widely recognised 

term in the English-speaking world to refer to management activities in organising work and 

employing people. However, there is still little universal agreement on what precisely constitutes 

HRM, and debates around the meaning of the term and the impact of the concept continue. 

To enable us to identify how ‘understanding HRM’ has changed over time and to consider the 

impact this change has had on the management of people, this chapter aims to explore the key 

themes within the debates that surround HRM under the six headings in the list of objectives.

Case study
Winning HRM practice: simply Business

4        CHAPTER 1  AN INTRODUCTION TO HUMAN RESOURCE MANAGEMENT

Case studies

Appear at the end of each chapter and provide an 

opportunity to consider what you have learnt from 

the chapter in the context of a real World scenario. 

Discover how you might apply both theory and 

practice and prepare yourself for life beyond 

academic study.

The resource-based view of shrM        47

We have explored the best-fit school of SHRM and its relationship to strategic management 

through the contingency and configurational approaches. The contingency approach recom-

mends a strong relationship to strategic management, whether it be to an organisation’s life cycle 

or to competitive forces. This obviously assumes a classical, rational-planning model of strategic 

management. We have considered this relationship, or vertical integration between an organisa-

tion’s business strategy and its HR strategy, in some detail, defining the varying degrees of fit or 

vertical alignment, and have considered the possibility of providing both fit and flexibility along-

side each other. The configurational approach attempts to answer some of the limitations of the 

contingency approach by identifying ‘ideal type’ categories of both the organisation strategy and 

the HR strategy. It seeks to derive an internally consistent set of HR practices that maximise 

horizontal amd vertical integration. The configurational approach is further explored in the 

‘bundles’ approach to SHRM, which is considered later in this chapter.

The best-fit approach to strategic HRM utilises an ‘outside-in’ (Wright et al., 2004: 37) per-

spective to explain how the strategic management of human resources can deliver competitive 

advantage; thus organisations can gain advantage by aligning HR policies and practices with 

market position and competitive focus. An alternative approach to understanding the relationship 

between SHRM and competitive advantage is the resource-based view of SHRM, which utilises 

an ‘inside-out’ perspective (Wright et al., 2004: 37), where it is the internal resources of the busi-

ness that are viewed as the key to sustainable competitive advantage. Thus an organisation’s 

skills, knowledge and talent become ‘strategic assets’ and the management of these human 

resources takes on strategic significance.

The resource-based view of SHRM

The resource-based view (RBV) of the firm focuses on the internal resources of the organisation 

rather than analysing performance in terms of the external context. In other words, the RBV 

perspective analyses strategy from the inside-out, as opposed to the outside-in approach of theo-

ries of best fit (Boselie et al., 2014). Advocates of the resource-based view on SHRM help us to 

understand the conditions under which human resources become a scarce, valuable, organisation-

specific, difficult-to-imitate resource, in other words key ‘strategic assets’ (Winter, 1987; Amit 

The resource-based view of SHRM

Key controversy

external factors, such as technological developments, can mean that the strategies of established organisations can 

become irrelevant – think, for example, of the impact on Kodak as a result of being able to take photos on a mobile 

phone or the impact on the record industry of music streaming and downloads. when asked about the ability of 

spotify to conquer the music industry, Gustav soderstrom, the chief product officer, said that spotify ‘is a pretty good 

concept for what the industry could be . . . but it’s dangerous to build for a future that might not be. it’s dangerous 

to get stuck in your own bubble’.

To what extent is organisational strategy building for a future that might not be? is it better to have no strategy 

than the wrong strategy?

Source: Milne, R. (2014), ‘The Spotify effect’, Financial Times, 25 October.

Explore reflect on wright and snell’s fit/flexibility model (see figure 2.5). how might an hr professional 

facilitate flexibility?

Key controversy

Features invite you to reflect critically, 

challenge assumptions and relate scenarios to 

your own experience, helping to develop 

skills for use in future employment.

  Explore  

 Features appear throughout the text to 

reinforce learning through the use of self-

reflection, problems and practical exercises, 

helping you to better understand the links 

between theory and practice. 

http://appointments.thesundaytimes.co.uk/article/best100companies/
http://Match.com
http://Match.com
http://appointments.thesundaytimes.co.uk/article/best100companies/
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128        CHAPTER 4  HRM AND THE LABOUR MARKET

  Rubery (1994)  argues that the presence of disadvantaged groups in the labour market increases 

the range of options open to some employers by allowing them to fulfil their requirements for a 

stable, cooperative workforce without having to offer the positive incentives associated with 

internalised employment relationships (see  Box   4.2   ). This is because, as indicated earlier, disad-

vantaged groups face barriers to employment, curtailing choice in terms of jobs and careers; in 

short, they often have to accept what they can get. The absence of better alternatives makes these 

jobs more attractive than they would otherwise be and therefore more highly valued by workers. 

This is reflected in the willingness of many disadvantaged workers to remain with their employer 

and cooperate with management in order to keep their jobs.     

  Changing patterns of demand 

 The period since the 1980s has seen significant changes in the pattern of demand for labour and 

therefore in the types of job available to workers in the UK. These shifts reflect interlinked 

changes in the structure of the economy, government policy for the labour market and employers’ 

labour requirements. 

  A shift of employment from manufacturing to services 

 The proportion of workers employed in manufacturing has declined in the UK, the USA and all 

the major European Union economies since the 1960s. This reflects the effects of economic 

growth and rising incomes on people’s consumption patterns. As people get richer, the propor-

tion of their income that they spend on manufactured goods declines (although people may still 

spend more money on them in absolute terms) and the proportion spent on services increases. 

This means that output, and hence employment, grow faster in the service sector than in the 

manufacturing sector. 

Changing patterns of demand 

 Box 4.2   Migrant local-hiring queues 

 According to  Scott (2013) , employers from sectors such as the UK horticultural and food industry prefer to hire A8 
(and A2) migrant workers rather than domestic workers. Scott carried out a survey of 268 horticulturalist farmers and 
interviewed 37 growers and processors from another 30 English horticultural companies about their experiences of 
employing EU migrant workers from Poland and other parts of Eastern Europe. The interviews with these employers 
revealed that they preferred to hire A8 and A2 migrant workers over white British workers because they had a better 
work ethic and were reliable and flexible. The employers commented that the UK horticultural and food industry 
success almost depends on the Eastern and Central European migrant labour. Scott concluded that the migrant–local 
hiring queues are largely therefore due to the ‘added value’ that migrants from the EU periphery bring, over the short 
term, to the low-wage, ‘no-frills’ workplace, benefiting the firms operating in the sector. 

 Key controversy 

 Are employers who hire ethnic minority workers and cheap migrant labour capitalising upon the presence of racism 
in society as a whole? 

Boxes

Contain a variety of business and 

organisational examples to demonstrate 

theory in practice, providing you with 

the knowledge to succeed in future 

employment.

SUMMARY        143

labour market and are vulnerable to exploitation because of the lack of alternative, better quality 

job opportunities. To help protect these groups there is a case for stronger ‘active’ state interven-

tion directed at combating unfair discrimination in the labour market.

Summary

● Labour markets are often seen as arenas of competition in which forces of supply and demand 

determine wage and employment levels. In reality, however, there are limits to competition in 

labour markets.

● Employers have some freedom to make a strategic choice between internalising or externalis-

ing the employment relationship. Their choices are influenced, although not entirely deter-

mined, by the nature of their labour requirements and by features of the labour market 

context in which they operate.

● The aggregate supply of labour – the size of the workforce – is determined by demographic 

factors such as the size and age structure of the population and by social factors, policy direc-

tion and a range of political factors that influence the participation rate of different socio-

economic groups within the population. In the UK, differential participation rates can be 

observed between men and women of different age groups and different ethnic groups. The 

interplay of social factors such as age, gender, ethnicity, disability and class affects the employ-

ment rates of people in ways that are complex and difficult to unravel.

● Aggregate labour demand consists of total employment plus unfilled vacancies. The demand 

for labour is derived from the demand for goods and services. In conditions of low unemploy-

ment – tight labour markets – employers have to compete more actively to attract and retain 

workers. When labour markets are ‘loose’, labour is in plentiful supply and the cost of labour 

is consequently driven down.

● The demand for labour comprises jobs of varying quality. Unfair discrimination operating 

within labour markets often means that women and ethnic minorities are disadvantaged in 

terms of access to good jobs.

● There has been a long-term change in labour demand away from manufacturing to services. 

This has been an important force driving the long-term growth of part-time employment and 

women’s employment. While this has boosted the employment rates of women, the quality 

of jobs on offer is invariably poor, offering poor pay and poor prospects for promotion.

● Since the 1980s, there has been a shift in the occupational structure of labour demand mainly 

towards highly skilled occupations but also leading to the growth of some low-skilled occupa-

tions. There has been a relative decline in intermediate occupations. Some refer to this as the 

‘hollowing’ out of the occupational structure to create an hourglass economy.

● Contrary to what might have been predicted from the overall trend towards more highly skilled 

work, the quality of jobs has deteriorated in terms of work intensification and worker auton-

omy, although not (up until recently) in terms of job stability. The demand for better work–life 

balance is a recent response to growing work pressure and most employers appear now to be 

recognising the business case for offering work–life balance provisions.

Questions

1 Explain why gendered occupational segregation, time segregation and vertical segregation 

persist in the UK in the twenty-first century.

2 Explain why rates of labour market participation vary between ethnic minority groups and 

within groups.

Summary

Sections at the end of the chapters recap 

the key topics within each chapter and 

enable you to review and check your 

understanding of them.

Nearly half of employers would like the default retire-
ment age reinstated, according to a survey of 300 employ-
ers by Eversheds, the law firm. It said fewer than 3 per cent 
of organisations now had a policy of mandatory retirement 
for their employees, down from 69 per cent two years ago. 
More than half said repeal of the DRA has led to an increase 
in the number of employees staying on beyond age 65 or 
normal pension age.

Prof Owen Warnock, Eversheds partner, said the end 
of the DRA had provided the impetus for change:  
72 per cent of respondents said they would still be operat-
ing a mandatory retirement age if the law had not been 
changed. A third felt the abolition had had a negative 
impact, but another third said the change had resulted in 
improvements in retaining important skills and 
knowledge.

‘What’s more, the much-feared increase in age-related 
retirement claims has not, according to the survey respond-
ents, in fact materialised,’ he said.

Source: Adapted from Groom, B. and Business and Employment 
Editor. Copyright © The Financial Times Limited 2013.

Questions

1 Compensation in age discrimination cases is consider-
ably lower than in other areas of discrimination. Why do 
you think this is so?

2 Considering your organisation (or one with which you are 
familiar), do you think age discrimination is a major issue? 
What action is the organisation taking to address the issue?

3 Should the government permit organisations to reintro-
duce a default retirement age for their workers?

4 Mark Cameron commented, ‘The City is getting far bet-
ter at supporting and developing female staff.’ To what 
extent do you think this is true for organisations in other 
sectors? Give examples.

5 Anti-sex-discrimination legislation has been in place 
since the mid 1970s. Consider why sex discrimination 
cases such as Bouabdillah v Commerzbank [2013] still 
arise. Can the law alone eradicate the problem of sexism 
in the workplace? Similarly, how optimistic are you that 
the law can successfully eliminate ageism at work?
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The theory and practice of human resource management (HRM) continues to evolve. In its 

successive editions, this book has provided critical reflection on continuity and new developments 

as the issues associated with HRM have multiplied considerably. Previous editions have traced the 

debates over the role of the HRM specialist in organisations, the role and nature of HRM in 

relation to organisational change initiatives such as total quality management (TQM), and the 

strategic role of HRM and its effects on organisational performance. They have also reflected on 

how, in academic circles, the search for a universal HRM paradigm has given way to an emphasis 

on understanding how HRM operates in diverse situations and what contribution it can make to 

organisational performance. More recent editions have explored issues raised by globalisation; 

focusing on the development of HRM in the emerging economies of China and India, and the ways 

in which multinational companies are influencing HRM ideas and practice across the globe as well 

as the national and international policy environments in which HRM operates.

This edition continues to explore these themes and also reflects significant contemporary events, 

including the aftermath of the financial crisis and the economic downturn affecting many Western 

economies. At the time of writing, the UK’s decision to leave the EU has caused much uncertainty 

in the business world and any predictions of its impact included in this text can only be tentative. 

All chapters have been updated to reflect developments in thought and practice in the field of HRM 

but we recognise that the huge and expanding area in and around HRM cannot be contained 

within a single book and apologise for any omissions. Nevertheless, we are confident that we have 

covered the broad sweep of the HRM field and some aspects of it in considerable detail.

As with HRM, the team of contributors is a continually evolving one. When the first edition 

of this book was published in 1994, all the contributors were members of the HRM department 

at De Montfort University (DMU). Since that time, some long-standing contributors have 

moved to other institutions (Universities of  Leicester, London, Nottingham Trent and 

Northampton) while new members of  the department at DMU have joined the team of 

contributors. We also welcome the contribution from Jim Stewart (University of Liverpool) to 

this edition. Some previous contributors have chosen not to be involved this time round and we 

would like to thank Tim Claydon, Phil Almond, Olga Tregaskis and Nicky Golding for their 

input into earlier editions.

It is with great sadness that we report the loss of a key contributor as Professor Audrey Collin 

passed away on 19 October 2015. Audrey has contributed to every edition of the textbook and 

her chapter “the Context of HRM” has continued to be an insightful and thought-provoking 

read. She is sadly missed and, as a tribute to her, we have retained her chapter for this edition 

with only minor updates and new case studies.

As ever, we thank all our contributors for their hard work and willing cooperation in getting 

this edition to press. We would also like to thank partners, family members and colleagues for 

their help and support in the arduous process of academic writing. Thanks, too, to Pearson for 

their commitment to successive editions of this book and for the enthusiastic help and encour-

agement we have received from the editorial team.

Julie Beardwell

Amanda Thompson
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This text is designed to meet the needs of a range of students who are studying HRM as a core 

or option subject on undergraduate degrees in Business and Social Science, MBAs, specialised 

Master’s programmes or the CIPD’s Advanced Level Qualification.

All the chapters are designed to take a critically evaluative approach to their subject material. 

This means that the book is not written in a prescriptive or descriptive style as are some other 

HRM textbooks, although there will be sections that must necessarily incorporate aspects of 

that approach. Given this stance, some chapters will be more easily absorbable by the novice 

student than others. For example, Chapters 1 (Introduction to HRM) and 2 (Strategic HRM) are 

good introductions to the subject, while Chapter 3 takes a more unconventional perspective on 

contextualising HRM and developing critical thinking that will prove rewarding to the more able 

student.

The critically evaluative approach is reflected in the ‘Explore’ and ‘Key controversy’ features 

in every chapter. We use ‘Explore’ points to encourage readers to examine issues in more depth 

and to consider how the theories and concepts they have read about in the text apply to 

organisational settings with which they are familiar. ‘Key controversy’ boxes are designed to 

highlight the most contentious debates and urge readers to formulate their own considered 

conclusions. Each chapter begins and ends with a case study to illustrate the practice of HRM 

in a diverse range of contexts. As in earlier editions, there are also questions at the end of each 

chapter. These features can be used by lecturers as coursework exercises, and the Lecturer’s Guide 

that accompanies this edition gives detailed suggested answers. Additional material is also 

available on the companion website.

The outlines that follow are intended to indicate how the material in this book can be used to 

cover the requirements for a selection of postgraduate programmes. There is no corresponding 

outline for undergraduates because we recognise the multiplicity of courses at this level. Never-

theless, it is hoped that these suggested ‘routes’ through the book will be helpful guidelines for 

tutors who have responsibility for some or all of these programmes.

MBA Route

Introduction: Chapters 1, 2, 3

Core: Chapters 4, 5, 7, 10, 12, 13, 14, 15

Options: Chapters 6, 8, 9, 11, 16

MA/MSc Route

Introduction: Chapters 1, 2, 3, 4

Core: Chapters 5, 6, 8, 11, 12, 13, 14, 15

Options: Chapters 7, 9, 10, 16

‘At a glance’ - quick reference guide for CIPD students

This text is designed to be beneicial to a range of student audiences. Several chapters in 

particular complement the CIPD Advanced level modules. The following table is designed to 

provide a simple guide to direct CIPD students to those chapters which contain primary and/or 

secondary sources of information for each of the CIPD Advanced level modules (see p. xviii).

HOW TO USE THIS BOOK
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CIPD Advanced level modules Primary sources Secondary sources

Human Resource Management in 
Context (7HRC)

Ch 1 – An introduction to HRM
Ch 2 – Strategic HRM

Ch4 – HRM and the labour market
Ch 10 – The employment relationship 
and employee rights at work

Leading, Managing and  
Developing People (7LMP)

Ch1 – An introduction to HRM
Ch 7 – Learning and development
Ch 8 – Leadership and  
management development

Ch 11 – Employee engagement
Ch 9 – Organisational  
development

Leadership and Management 
Development (7LMD)

Ch 8 – Leadership and management 
development

Ch 3 – Contextualising HRM

Organisational Design and  
Development (7ODD)

Ch 9 – Organisational  
development

Ch 1 – An introduction to HRM
Ch 2 – Strategic HRM

Performance Management (7PFM) Ch12 – Performance management Ch 13 – Employee reward

Reward Management (7RWM) Ch13 – Employee reward Ch 6 – Managing equality and diversity
Ch 12 – Performance management

Resourcing and Talent  
Management (7RTM)

Ch 5 – Talent management Ch 6 – Managing equality and diversity

Managing Employment Relations 
(7MER)

Ch 14 – Employee voice Ch 4 – HRM and the labour market
Ch 10 – The employment relationship 
and employee rights at work
Ch 16 – Employment relations in 
emerging economies

Employment Law (7ELW) Ch 10 – The employment relationship 
and employee rights at work

Ch 6 – Managing equality and diversity

Employee Engagement (7EEG) Ch 11 – Employee engagement Ch 5 – Talent/Management

Learning and Talent  
Development (7LTD)

Ch 7 – Learning and development Ch 5 – Talent management
Ch 8 – Leadership and management 
development

Designing, Delivering and  
Evaluating Learning and Development 
Provision (7DDE)

Ch 7 – Learning and development Ch 9 – Organisational  
development

Knowledge Management and  
Organisational Learning (7KML)

Ch 9 – Organisational  
development

Understanding and Implementing 
Coaching and Mentoring (7ICM)

Ch 8 – Leadership and management 
development

Ch 7 – Learning and development
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PART 1
HUMAN RESOURCE 
MANAGEMENT AND 
ITS ORGANISATIONAL 
CONTEXT

1 An introduction to human resource management

2 Strategic human resource management

3 Contextualising HRM



Introduction to Part 1

Human resource management (HRM) has become a pervasive and influential approach to the 
management of employment in a wide range of market economies. The original US prescriptions 
of the early 1980s have become popularised and absorbed in a wide variety of economic settings: 
there are very few major economies where the nature of HRM, to include its sources, operation 
and philosophy, is not actively discussed. As a result, the analysis and evaluation of HRM are major 
themes in academic, policy and practitioner literatures.

These first three chapters are strongly related, in that they consider the nature of HRM from 
a number of perspectives. The first chapter outlines the different ways in which HRM has been 
interpreted and introduces two of the early influential models. It then explores the preoccupation 
in the relationship between HRM and organisational performance and the extent to which research 
studies are able to demonstrate a link between the two. The chapter then goes on to explore the 
impact the global financial crisis and subsequent recession had on the adoption of HRM practices. 
The chapter concludes by considering the impact of HRM on human resources professionals.

Chapter 2 examines the strategic nature of HRM in more depth: how it is aligned to and config-
ured with organisational strategy and how the debate incorporates multiple perspectives, including 
the ‘best fit’, the ‘configurational approach’, the ‘resource-based view’ and ‘best practice’. In consid-
ering claims for the importance of the strategic nature of HRM, it raises questions as to its efficacy 
in helping to meet organisational objectives, creating competitive advantage and ‘adding value’ 
through ‘high-performance’ or ‘high-commitment work practices’. Whether or not the claims for 
these approaches are supportable, it is becoming clear that no one system or approach can be 
applied to all organisations, owing to the increasing complexity of organisational forms and organi-
sational contexts.

Chapter 3 continues this contextual theme by exploring the various strands that are woven 
together to form the pattern of meanings that constitute HRM. This helps to enrich our understanding 
of HRM and unravel some of the assumptions and philosophical stances that lie behind it. The 
purpose of the discussion is to create a critical awareness of the broader context in which HRM 
operates, not simply as a set of operational matters that describe the functional role of people 
management, but also as part of a complex and sophisticated process that helps us to understand 
the nature of organisational life. The chapter concludes with a consideration of ethical issues.

The type of questions raised by HRM indicates the extent to which it has disturbed many formerly 
accepted concepts in the employment relationship. For some, it has become a model for action and 
application; for others, it is no more than a map that indicates how the management of employees 
might be worked out in more specific ways than can adequately be dealt with by HRM as a set of 
general principles.



CHAPTER 1
AN INTRODUCTION TO HUMAN 
RESOURCE MANAGEMENT
JULIE BEARDWELL

Objectives

● To define human resource management (HRM).

● To explore the origins of HRM.

● To review and evaluate the main models of HRM.

● To explore the association between HRM and business performance.

● To explore HRM in practice and the impact of recession and recovery on 
HRM practice.

● To review the impact of HRM on the changing roles of human resources 
professionals.



Simply Business, an online insurance company that sells 
insurance to small businesses, landlords and shops in the 
UK, is top of the Sunday Times 100 Best Companies to Work 
For 2016. The company has 315 staff with a head office in 
London and a contact centre in Northampton.

Head office employees work in an open-plan office and 
hold meetings via Google hangouts. A number of staff live 
abroad and work remotely full-time. Chief executive Jason 
Stockwood invites groups of contact centre staff to dinner 
when he is in Northampton. ‘I want to make sure people 
feel they can do their best work without going through 
hierarchies or command-and-control structures,’ he says. 
‘I enjoy the company of everyone I work with.’

Stockwood joined Simply Business from Match.
com in 2010. He describes the insurance industry as ‘a 
massive market with a low bar on credibility’ that can 
serve  customers better. In his first year, Stockwood 
oversaw a reorganisation that affected 53% of staff. ‘We 
changed the culture,’ he says, and put employees at the 

forefront, turning the ‘hackneyed phrase about customers 
coming first’ on its head. ‘You can’t force people who hate 
their environment to do a good job,’ he adds. ‘Customers 
only come first if our employees are happy and doing a 
good job.’

Simply Business employees are so highly engaged that 
their responses to the Sunday Times staff survey put it top 
in 50 of the 70 questions. People say that they would not 
leave for another job (a 90% positive score) and are inspired 
by their leader (91%). Perks include a benefits package with 
private health insurance and life assurance. Salaries have 
also been improved year on year since Stockwood has 
been at the helm, despite the recession. Trips, nights out 
and office beers are part of the company’s fabric, as are 
charity events. An 89-mile bike ride from Northampton to 
London and an Arctic biathlon are the main fundraisers.

Source: http://appointments.thesundaytimes.co.uk/article/best100 
companies/

Introduction

The first edition of this book was published in 1994 and the then editors described HRM as 

a newly emerging phenomenon that added ‘a powerful and influential perspective’ to debates 

about the nature of the contemporary employment relationship. They noted (Beardwell and 

Holden, 1994: 5):

Any assessment of the emergence of Human Resource Management has, at least, to take 

account of this changing context of employment and provide some explanations as to the 

relationships that exist between the contribution HRM has made to some of these changes on 

the one hand and, on the other hand, the impact that such changes have had on the theory 

and practice of HRM itself.

Human resource management continues to both influence and be influenced by the changing 

context of employment, but, while still relatively new, it can no longer be described as an emerg-

ing phenomenon. Boxall and Purcell (2011: 2) suggest that HRM is the most widely recognised 

term in the English-speaking world to refer to management activities in organising work and 

employing people. However, there is still little universal agreement on what precisely constitutes 

HRM, and debates around the meaning of the term and the impact of the concept continue. 

To enable us to identify how ‘understanding HRM’ has changed over time and to consider the 

impact this change has had on the management of people, this chapter aims to explore the key 

themes within the debates that surround HRM under the six headings in the list of objectives.

Case study
Winning HRM practice: simply Business
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Definitions of HRM

Human resource management refers to a collection of policies used to organise work in the 

employment relationship. It centres on the management of work and the management of people 

who undertake this work. Therefore, HRM is concerned with recruitment, selection, learning 

and development, reward, communication and employee involvement, teamwork and perfor-

mance management. While it is relatively easy to list activities that make up HRM, it is a subject 

that has stimulated much debate and disagreement. Thus, despite the popularity of the term 

HRM, there is still no universally agreed definition of its meaning. Watson (2002: 369) suggests 

that ‘the term HRM is used in a confusing variety of ways’. In its broadest sense, HRM can be 

used as a generic term to describe any approach to managing people; for example, Boxall and 

Purcell (2011: 3) use the term to encompass ‘the management of work and the management of 

people to do the work’.

For others, though, HRM encompasses a new approach to managing people that is significantly 

different from more traditional practices. They claim that HRM offers two advantages over 

traditional approaches to managing people. First, it is more strategic, in that HRM policies are 

designed to reinforce each other and support the organisation’s business strategy. This strategic 

dimension incorporates vertical integration, that is, the alignment of human resources (HR) 

strategy with business strategies, whereas the operational dimension emphasises horizontal 

integration, that is, that HR policies and practices must be compatible with each other. Second, 

appropriately designed and integrated HRM policies create an organisational climate in which 

workers are more highly motivated and committed to cooperating with management to achieve 

organisational goals. This approach has been summed up by Storey (2007: 7) as ‘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 array of cultural, 

structural and personnel techniques’.

However, it begs the question as to whether HRM policies designed to achieve strategic goals, 

such as competitive costs or the ability to respond rapidly to changes in markets, can also provide 

a climate of trust and cooperation between workers and managers. Some commentators have 

argued that HRM is essentially about creating a climate of employee commitment (e.g. Pfeffer, 

1998) and cooperation, while others have maintained that the term HRM can relate to policies for 

managing people that are designed to further the strategic goals of the organisation (e.g. Legge, 

2005; Huczynski and Buchanan, 2007). Consequently, there is some ambiguity in the meaning 

of HRM, which has led to it becoming a contested concept.

This ambiguity has led to various attempts to clarify the meaning or, indeed, the meanings of 

HRM. Some of the earliest contributions drew a distinction between ‘soft’ and ‘hard’ variants 

of HRM (Guest, 1987; Storey, 1992), with ‘soft HRM’ used to describe approaches aimed at 

enhancing the commitment, quality and flexibility of employees, while ‘hard HRM’ was used 

to describe the emphasis on strategy where human resources are deployed to achieve business 

goals in the same way as any other resource. ‘Hard HRM’ can also have a harsher interpretation 

associated with strategies of cost reduction (e.g. subcontracting, outsourcing, lower wages, 

minimal training, tighter monitoring and performance management) and lean production 

methods (downsizing and work intensification) associated with these strategies. However, this 

Explore ● What does the term HRM mean to you?

● To what extent is it possible to have policies and practices that meet the needs and objectives 
of organisations and individuals?
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attempt at clarification is also problematic. For example, if  hard HRM is used to describe a 

strategic approach to people management, then soft and hard HRM are ‘not necessarily 

incompatible’ (Legge, 2005). Hard variants can contain elements of soft practice, while soft 

variants can deliver hard outcomes in terms of tightness of fit with business strategy. However, 

if hard HRM is used to describe a cost minimisation approach, then soft and hard HRM may 

be ‘diametrically opposed’ (Truss et al., 1997: 54).

As the debate on HRM has continued, further terms have been introduced, for example, 

‘high-commitment management’ (HCM) and ‘high-involvement management’ have eclipsed 

soft HRM, whereas ‘strategic HRM’ appears to have replaced hard HRM. Nonetheless, the 

underlying tensions within HRM that were captured in the ‘hard’ versus ‘soft’ dichotomy remain. 

In addition, the preoccupation with the relationship between HR practices and improved business 

performance has been reflected in the use of ‘high-performance work practices’ (HPWPs) as 

a term to describe ‘a set of complementary work practices covering three broad categories: 

high employee involvement practices, human resource practices, and reward and commitment 

practices’ (Sung and Ashton, 2005: 5). There are subtle variations in the meanings of these 

labels, but there is also considerable overlap and some authors (e.g. Pfeffer, 1998) use the terms 

interchangeably. Both the high-commitment and high-involvement models reflect ‘a system of 

human resources practices thought to enhance employees’ levels of skill, motivation, information 

and empowerment’ (Guthrie, 2001: 180).

High commitment versus control

An element that all HRM models have in common is that they are seen as a contrast to a Taylorist, 

control type of management (Wood, 1999). This contrast can be misleading, as high-commitment 

and control-based approaches to people management can both be seen as means of achieving 

organisational control, that is, ‘the regulation of organisational activities so that some targeted 

element of performance remains within acceptable limits’ (Barney and Griffin, 1992: 329). What 

varies between them is the type of control exercised and the desired employee behaviours.

Stewart (1991) identifies three distinct control strategies: manager-directed control, bureau-

cratic control and employee-centred control. Rollinson and Dundon (2011: 344) plot these 

strategies on a continuum of the type of employee behaviour desired which has an emphasis 

on employee predictability at one end and an emphasis on employee flexibility, creativity and 

innovation at the other. At the predictability end of the continuum, manager-directed control 

reflects Taylorist assumptions about worker competence and management authority. Control is 

exercised through supervisors giving direct instruction and closely monitoring work. The middle 

ground, bureaucratic control, relies less on close monitoring and seeks to limit employee discre-

tion through fixed job definitions, reliance on rules and procedures, differentiated status, equi-

table pay and a restricted flow of information. Guest (1991) labels this the ‘compliance’ model. 

Employee-centred control, at the other end of the continuum, equates with the high-commitment 

model. This form of control emphasises employee discretion and managers seek to influence the 

ways that employees think about their own actions and behave in ways that are congruent with 

organisational objectives (Rollinson and Dundon, 2011).

The high-commitment/high-performance paradigm has come to be promoted as ‘best practice’ 

for both employers and employees, and many of the HR practices associated with this type of 

approach are included in the measures used to compile the Sunday Times ‘Best Companies to 

Explore Revisit Case Study 1.1. What management control strategies are applied at Simply Business? 
Compare their approach to that adopted by Sports Direct (the opening case study in Chapter 2). 
What are the implications of these different approaches for employees and the organisations?
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Work For’ list, as illustrated in Case Study 1.1. Employers are seen to benefit on the grounds 

that the practices associated with it yield performance levels above those associated with more 

traditional workplace practices (Godard, 2004: 349). Employees are seen to benefit from the 

ability to exercise discretion and experience high levels of trust. Guest and Conway (1999) found 

that employees in workplaces with a high number of HRM practices reported higher levels of 

job satisfaction and a more positive management–worker relationship than employees who did 

not. However, there is a danger that the terms used to define HRM imply positive outcomes that 

may not necessarily be warranted. For example, greater demands on employee commitment and 

tighter systems for performance management are likely to further the interests of the organisa-

tion, its owners and investors at the expense of employees. Enhancements in employee discretion, 

associated with ‘high-commitment/involvement’ practices, may be achieved at the ‘expense of 

stress, work intensification and job strain’ (Ramsay et al., 2000: 505). Similarly, Wall and Wood 

(2005: 432) challenged the assumption of an established link between HRM practices and organi-

sational performance, implied in the ‘high performance’ label – this is discussed more fully later 

in the chapter.

The origins of HRM

There is rather more consensus that the origins of HRM lie within employment practices asso-

ciated with welfare capitalist employers in the USA during the 1930s. Both Jacoby (2005) and 

Foulkes (1980) argue that this type of employer exhibited an ideological opposition to unionisa-

tion and collective employment relations. As an alternative, welfare capitalists believed that the 

organisation, rather than third-party institutions such as the state or the trade unions, should 

provide for the security and welfare of workers. To deter any propensity to unionise, especially 

once President Roosevelt’s New Deal programme began after 1933, welfare capitalists often paid 

efficiency wages, introduced healthcare coverage, pension plans and provided layoff pay. Equally, 

they conducted regular surveys of employee opinion and sought to secure employee commitment 

via the promotion of strong, centralised corporate cultures and long-term permanent employ-

ment. Welfare capitalists pioneered individual performance-related pay, profit-sharing schemes 

and team-working. This model of employment regulation had a pioneering role in the develop-

ment of HRM, but rested on structural features such as stable product markets and the absence 

of marked business cycles. While the presence of HRM was well established in the US business 

system before the 1980s, it was only after that period that HRM gained external recognition by 

academics and practitioners.

There are a number of reasons for its emergence since then, among the most important of 

which are the major pressures experienced in product markets during the recession of 1980–82, 

combined with a growing recognition in the USA that trade union influence was waning. By the 

1980s, the US economy was also being challenged by overseas competitors, most notably Japan. 

This led to discussions that focused on two issues: ‘the productivity of the American worker’, 

particularly compared with the Japanese worker, ‘and the declining rate of innovation in Ameri-

can industries’ (Devanna et al., 1984: 33). From this sprang a desire to create a work situation 

free from conflict, in which both employers and employees worked in unity towards the same 

goal – the success of the organisation (Fombrun, 1984: 17).

In the UK, the business climate also began to favour changes in the employment relationship 

in the 1980s. As in the USA, this was partly driven by economic pressure in the form of increased 

product market competition, the recession in the early 1980s and the introduction of new tech-

nology. However, a very significant factor in the UK, generally absent from the USA, was the 

desire of the government to reform and reshape the conventional model of industrial relations. 

This provided support for the development of more employer-oriented employment policies 

on the part of management (Beardwell, 1992, 1996). The restructuring of the economy saw a 
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rapid decline in the old industries and a relative rise in the service sector and in new industries 

based on ‘high-tech’ products and services, many of which were comparatively free from the 

established patterns of what was sometimes termed the ‘old’ industrial relations. These changes 

were overseen by a muscular entrepreneurialism promoted by the Conservative government led 

by Margaret Thatcher in the form of privatisation and anti-union legislation, ‘which encouraged 

firms to introduce new labour practices and to re-order their collective bargaining arrangements’ 

(Hendry and Pettigrew, 1990: 19).

At the same time, the influence of the US ‘excellence’ literature (e.g. Peters and Waterman, 

1982; Kanter, 1984) associated the success of ‘leading edge’ companies with the motivation of 

employees by involved management styles that also responded to market changes. Consequently, 

the concepts of employee commitment and ‘empowerment’ became another strand in the ongo-

ing debate about management practice and HRM.

A review of these issues suggests that any discussion of HRM has to come to terms with at 

least three fundamental problems:

● that HRM is derived from a range of antecedents, the ultimate mix of which is wholly depend-

ent upon the stance of the analyst, and which may be drawn from an eclectic range of sources;

● that HRM is itself a contributory factor in the analysis of the employment relationship, and 

sets part of the context in which that debate takes place;

● that it is difficult to distinguish where the significance of HRM lies – whether it is in its sup-

posed transformation of styles of employee management in a specific sense, or whether in a 

broader sense it is in its capacity to sponsor a wholly redefined relationship between manage-

ment and employees that overcomes the traditional issues of control and consent at work.

Models of HRM

Following on from our earlier discussion of the different definitions and meanings of HRM, two 

broad models have proved particularly influential, at least in academic circles, in the interpretation 

of HRM. On the one hand, contingency-based approaches have developed into strategic HRM to 

suggest that HRM must match with business strategy. On the other hand, what might be termed 

an absolute position – more is better – has developed around ideas of mutuality and stakeholding 

at the organisation level.

Contingency: The matching model

The ‘matching’ model, developed by academics at the Michigan Business School, introduced the 

concept of strategic HRM, in which HRM policies are inextricably linked to the ‘formulation 

and implementation of strategic corporate and/or business objectives’ (Devanna et al., 1984: 34). 

The model is illustrated in Figure 1.1.

The authors emphasise the necessity of a ‘tight fit’ between HR strategy and business strategy 

and the use of a set of HR policies and practices that are integrated with each other and with the 

goals of the organisation. Price (2004: 45–6) outlines the following key areas for the development 

of appropriate HR policies and systems:

● selection of the most suitable people to meet business needs;

● performance in the pursuit of business objectives;

● appraisal, monitoring performance and providing feedback to the organisation and its employees;

● rewards for appropriate performance;

● development of the skills and knowledge required to meet business objectives.
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The matching model is closely allied with the ‘hard’ interpretation of HRM, that is, the deployment 

of human resources to meet business objectives. Two assumptions underpin this model. The first is 

that the most effective means of managing people will vary from organisation to organisation and 

is dependent on organisational context. The second assumption is that of unitarism, that is, the 

assumption that conflict, or at least differing views, cannot exist in the workplace because everyone 

(managers and employees) is working to achieve the same goal, the success of the organisation. 

This model has formed the basis of the ‘best fit’ school of HRM, discussed further in Chapter 2.

Universalism: More is better

A second influential model, illustrated in Figure 1.2, was developed by Beer et al. (1984) at Harvard 

University. ‘The map of HRM territory’, as the authors titled their model, recognises that there are a 

variety of ‘stakeholders’ in the organisation, which include shareholders, various groups of employees, 

the government and the community. The model recognises the legitimate interests of diverse stakehold-

ers, and assumes that the creation of HRM strategies will have to reflect their different interests and 

fuse them as much as possible into the human resource strategy and ultimately the business strategy.

This recognition of stakeholders’ interests raises a number of important questions for policy-

makers in the organisation (Beer et al., 1984: 8):

How much responsibility, authority and power should the organisation voluntarily delegate 

and to whom? If required by government legislation to bargain with the unions or consult with 

workers’ councils, how should management enter into these institutional arrangements? Will 

they seek to minimise the power and influence of these legislated mechanisms? Or will they 

share influence and work to create greater congruence of interests between management and 

the employee groups represented through these mechanisms?

Figure 1.1  The matching model of HRM.
Source: Devanna et al. (1984) in Fombrun et al. (1984: 35); reproduced with permission.
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The recognition that employees and their representatives are important stakeholders who at least 

need to be included in the equation initially led to greater acceptance of this model by academics 

and commentators in the UK, although some still criticised it as being too unitarist (Hendry and 

Pettigrew, 1990). However, the main influence of this model is based less on considerations of 

stakeholder interests and situational factors and more on the benefits to employers of adopting 

a ‘soft’ approach to HRM that seeks to enhance the quality and commitment of the workforce. 

Building on this model, Guest (1989: 42) developed a set of propositions that combine to create 

more effective organisations:

● Strategic integration is defined as ‘the ability of organisations to integrate HRM issues into 

their strategic plans to ensure that the various aspects of HRM cohere and for line managers 

to incorporate an HRM perspective into their decision making’.

● High commitment is defined as being ‘concerned with both behavioural commitment to 

pursue agreed goals and attitudinal commitment reflected in a strong identification with the 

enterprise’.

● High quality ‘refers to all aspects of  managerial behaviour, including management of 

employees and investment in high-quality employees, which in turn will bear directly on the 

quality of the goods and services provided’.

● Flexibility is seen as being ‘primarily concerned with what is sometimes called functional 

flexibility, but also with an adaptable organisational structure with the capacity to manage 

innovation’.

Figure 1.2  The map of the HRM territory.
Source: Beer et al. (1984: 16); reprinted with permission of The Free Press, a division of Simon & Schuster; copyright © 1984 by The Free Press.
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This reflects an assumption that it is possible to balance the strategic integration associated with 

the matching model and the high-commitment elements of the universal model.

The assumption of universalism that underlies the ‘best practice’ school of HRM is that a 

set of practices aimed at high commitment or high performance will benefit any organisation 

regardless of context (public sector, private sector or voluntary sector).

The elements of best practices identified by Pfeffer (1998) almost 30 years ago are still widely 

recognised, if not universally accepted:

● employment security

● sophisticated selection

● team-working and decentralisation

● high wages linked to organisational performance

● extensive training

● narrow status differentials

● communication and involvement.

There is no widely accepted theoretical rationale for favouring any particular set of 

practices as being essential to HRM (Boselie et al., 2005), and reviews of  the field (e.g. 

Boselie et al., 2005; Wall and Wood, 2005; Hyde et al., 2006; Boxall and Mackie, 2009) 

show considerable variety in the number and type of  practices included in lists within 

different studies. However, these studies have also identified some areas of  common ground. 

For example, Wall and Wood’s (2005: 435) review of  25 studies found that ‘they typically 

cover a substantial range of  the following: sophisticated selection, appraisal, training, 

teamwork, communication, job design, empowerment, participation, performance-related 

pay, harmonisation and employment security’. More specifically, Boselie et al.’s (2005: 73) 

review of 104 articles identified the top four practices, in order, as ‘training and development, 

contingent pay and reward schemes, performance management (including appraisal) and 

careful recruitment and selection’. Guest (2001) notes a broad consensus around the  

territory to be covered:

There is a plausible list of practices that includes selection, training, communication, job 

design and reward systems. There are also practices on the margin such as family-friendly 

and equal opportunity practices as well as some that cannot apply across all sectors, such as 

profit-related pay and employee-share ownership schemes. (Guest, 2001: 1096)

Best-practice HRM is discussed more fully in Chapter 2 and will be revisited later in this 

chapter in relation to HRM and organisational performance. However, it is worth noting 

here that there have been challenges to the universal applicability of best-practice HRM. For 

example, Marchington and Zagelmeyer (2005: 4) suggest that a high-commitment approach 

to HRM is dependent on the ability of  employers to take a long-term perspective and on 

the prospect of  future market growth. They also suggest that it is easier to engage in high-

commitment HRM when labour costs form a low proportion of total costs. Boxall and Purcell 

(2011) agree that any list of  best practices is unlikely to have universal application because 

of the influence of organisational context. However, they differentiate between the surface 

layer of policy and practice that is likely to be contingent on a range of internal and external 

factors and the underpinning layer that reflects ‘certain desirable principles which, if  applied, 

will bring about more effective management of people’ (Boxall and Purcell, 2011: 95–6; see 

Figure 1.3).
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Figure 1.3  The ‘best fit’ versus ‘best practice’ debate: two levels of analysis.

Surface layer: HR policies and practices – heavily influenced by context (societal, sectoral, 
organisational)

Source: Boxall and Purcell (2011: 95).

Underpinning layer: generic HR processes and general principles of labour management.

HRM and organisational performance

Since the early 1990s, there have been many studies investigating the links between HRM and 

organisational performance. These have mainly focused on the extent to which high-commitment 

practices led to improvements in employee outcomes and organisational performance 

(Marchington et al., 2016: 365). The view that HRM improves the performance of organisa-

tions is widespread, yet which aspects of performance are important and how they might be 

measured are not clearly defined. HRM may contribute to sustaining competitive advantage, 

but this does not necessarily have to rely on high-commitment HRM. A key issue relates to the 

type of sector and product market in which a firm competes. Broadly these fall into two catego-

ries: cost advantage, which is crucial to competitiveness in contexts where the imperative is cost 

control if not cost reduction, for example, mass service or mass production sectors; and labour 

differentiation, where quality and services are at a premium and the focus of HR strategies is 

to attract and retain good-quality recruits and the use of superior organisational processes to 

promote both vertical and horizontal fit.

Guest (2011: 4) identified six overlapping phases in research into the links between HRM and 

performance. These are briefly outlined here and then discussed in more detail as the chapter 

progresses:

● Phase 1: Development of HRM frameworks

● Phase 2: Survey-based studies

● Phase 3: Backlash against claims linking HRM to improved organisational performance

● Phase 4: Conceptual refinement about HRM practices, outcomes and the link between them

● Phase 5: Focus on HR processes and the importance of workers’ perceptions

● Phase 6: Growing sophistication and complexity of data collection methods and statistical 

analysis.

The first phase, which occurred in the 1980s, ‘presented the promise of HRM in the form of 

semi-prescriptive analytical frameworks alongside somewhat anecdotal cases that appeared to 

confirm the promise of an association between HRM and performance’ (Guest, 2011: 4); two 

such frameworks have been introduced in the chapter.

The second phase emerged in the 1990s when survey-based studies emerged (primarily from 

the USA) which showed that the adoption of more HR practices was associated with higher 

organisational performance. The starting point for this empirical approach came from the USA, 

in particular the work of Arthur (1992, 1994), McDuffie (1995) and Huselid (1995). The unify-

ing theme of these studies is that particular combinations of HRM practices, especially where 

they are refined and modified to fit with particular organisational contexts, can give quantifi-

able improvements in organisational performance. Arthur’s work studied 54 mini-mills (new 

technology steel mills using smaller workforces and new working practices) and demonstrated 

that firms using a ‘commitment’ model of HRM saw higher productivity, lower labour turnover 
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and lower rates of rejected production. McDuffie’s work examined 70 plants in the world car 

industry and the use of HR techniques that were regarded as innovative. His analysis argued 

that superior performance is achieved when practices are used together, rather than in isolation. 

An important part of this analysis is the extent to which employees gave ‘extra’ in the form of 

discretionary effort that would otherwise not have been forthcoming without the cumulative 

effect of the chosen practices. Three factors were noted in particular: buffers (the extent to which 

plants adopted flexibility); work system (the work arrangements that complemented flexibil-

ity); and HRM policies (the HRM practices that complemented flexibility). The marked effect 

on performance was in the combined impact of all three factors working together. Huselid’s 

study examined the relationships between the HR system (the groups of practices rather than 

individual practices), outcome measures (such as financial performance as well as HR data on 

turnover and absence) and the fit between HR and competitive strategy in 986 US-owned firms 

employing more than 100 employees. Huselid’s results indicated a lowering of labour turnover, 

higher sales performance, improved profitability and higher share valuations for those firms that 

performed well on his indices.

The benefits of adopting HRM were also evident in the study undertaken by Ichniowski 

et al. (1997). The authors identified four different types of HR system on the basis of innova-

tive practices in relation to selection, reward, communication, work organisation, training and 

employment security. The HR systems were numbered from one to four, ranging from system 1 

(innovative HR practices in all areas) to system 4 (no innovative HR practices). Systems 2 and 

3 lay between the two extremes and included innovative practices in some areas but not others. 

The findings showed a positive association between innovative HRM practices and both pro-

ductivity and product quality. Furthermore, the authors claimed that a move from system 4 to 

system 2, if maintained for 10 years, would increase operating profits by over $10 million simply 

as a result of the HRM changes (Ichniowski et al., 1997). A US study conducted by Chadwick 

and Cappelli (1998) identified two approaches to managing people: an ‘investment HR system’ 

(including extensive training, employee involvement, team-working) and a ‘contractual HR sys-

tem’ (average pay, use of atypical workers, importance of industry credentials for selection). The 

findings suggested not only that investment systems were more likely to improve performance 

than contractual systems, but also that contractual systems could have a detrimental effect on 

performance.

Similar findings emerged from the UK at the same time. Thompson’s (1998) study of the 

aerospace industry found that innovative HRM practices were positively associated with higher 

added value per employee. A longitudinal study of single-site, single-product manufacturing 

firms (Patterson et al., 1997) concluded that HRM practices accounted for 19 per cent of vari-

ation in profitability and 18 per cent of variation in productivity. More recently, a cross-sector 

study (Tamkin et al., 2008) reported that increased investment in people, using measures associ-

ated with HRM, resulted in increased profits and sales growth. Positive results were not limited 

to manufacturing. In 2002, a study of HR practices in NHS acute hospital trusts found that 

certain HR practices (the sophistication and extensiveness of appraisal and training for hospi-

tal employees and the percentage of staff working in teams) were significantly associated with 

measures of patient mortality (West et al., 2002).

The results of these studies seemed to provide convincing evidence of the positive impact 

of HRM on organisational performance. The third phase, identified by Guest (2011: 4), is the 

backlash that emerged once it became recognised that ‘the rush to empiricism had occurred at 

the expense of sufficient consideration of some key conceptual issues’. The first criticism related 

to a lack of consensus about which HR practices should be included. For example, a literature 

review of empirical studies that examined the link between HRM and performance (Hyde 

et al., 2006) found little consistency in results. Training, pay, employee involvement and ‘bundles’ 

of HR practices were more likely to be positively associated with performance, but these same 

elements also had the highest number of non-significant associations with performance. Pay and 

employee involvement also had the highest number of negative associations with performance. 

Table 1.1 provides an overview of the results.
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The second criticism was related to how HRM practices and organisational performance are 

measured. The review of 97 academic papers undertaken by Hyde et al. (2006) found over 30 dif-

ferent performance measures used in the papers, with no single measure used in all the papers. A 

further criticism was that a concentration on the association between HRM and organisational 

performance could ignore other measures of managerial effectiveness and thus overstate the 

impact of HRM (Richardson and Thompson, 1999). There is also the issue of causality: does the 

introduction of HRM practices lead to enhanced organisational performance, or is it that better-

performing organisations can afford to invest in the more sophisticated practices associated with 

HRM? Paauwe and Richardson (1997) investigated the association between HRM activities and 

HRM outcomes and business performance, and their findings indicated the possibility of two-

way causation, that is, that firm performance itself can give rise to changes in HRM practices.

Issues about the direction of causality were revealed in a study exploring the relationship 

between HRM and performance in 366 UK companies in the manufacturing and service sectors 

(Guest et al., 2003). The study covered nine main areas of HRM: recruitment and selection; 

training and development; appraisal; financial flexibility; job design; two-way communication; 

employment security and the internal labour market; single status and harmonisation; and qual-

ity. Measures of performance included employment relations items (e.g. labour turnover, absence 

Type of association

Main association 
between this element 

and performance

Total number of 
papers exploring 
this association

Element of HRM Positive Negative Non-significant

Training/development 24 1 19 Positive 44

Pay/incentivesa 21 6 20 Positive 47

Involvement/voiceb 16 5 17 Non-significant 38

Selection/recruitment   7 4 12 Non-significant 23

Team-working   7 0 7 Positive or 
non-significant

14

Performance appraisal   6 0 12 Non-significant 18

HR index/bundle 37 3 20 Positive 60

Security   0 0 2 Non-significant   2

Job design (including  
work–life balance)

  8 1 12 Non-significant
21

Equal opportunities   1 0 2 Non-significant   3

Career development 
(inc. mentoring)

  2 0 6 Non-significant   8

aIncluding ‘pay for performance’.
bIncluding ‘information sharing/communication’.

Source: Adapted from Improving Health Through Human Resource Management: A Starting Point for Change, CIPD (Hyde, P., Boaden, R., Cortvriend, P., Harris, P., 
Marchington, M., Pass, S., Sparrow, P. and Sibald, B. 2006) with the permission of the publisher, the Chartered Institute of Personnel and Development, London 
(www.cipd.co.uk).

Table 1.1  Numbers of empirical papers showing types of association between elements of HRM and performance

Explore What factors might account for the diversity of these results?

http://www.cipd.co.uk
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and industrial conflict); labour productivity and financial performance compared with the aver-

age for the industry; and performance data such as value of sales and profit per employee. 

The findings show a positive association between HRM and profitability, but appear to ‘lend 

stronger support to the view that profitability creates scope for more HRM rather than vice 

versa’ (p. 309). Overall, the results are described as ‘very mixed and on balance predominantly 

negative’ (Guest et al., 2003: 307):

The tests of association show a positive relationship between the use of more HR practices 

and lower labour turnover and higher profitability, but show no association between HR and 

productivity. The test of whether the presence of more HR practices results in a change in 

performance shows no significant results.

As Guest and his colleagues argue, the focus of research on HRM and performance over the 

previous decade was slightly schizophrenic: on the one hand, it appeared to establish that HRM 

has a positive effect on organisational performance, but, on the other, a number of commentators 

argue that such claims are premature. Wall and Wood (2005) demonstrate that the methodo-

logical limitations of most studies on HRM and performance undermine claims of any positive 

performance effect. In particular, Wall and Wood (2005: 450) claim that not all measures of 

improved performance, especially financial measures, are concurrent, that is, they do not cover 

the same period of analysis. Thus, it is often the case that the data collected necessarily reflect 

prior performance and it follows from this that studies of HRM and performance may need to 

build a time lag into their analysis. Alternatively, studies could be underestimating the strength 

of the relationship between HRM and performance because of inadequate measurement of HR 

practices.

The fourth phase, identified by Guest (2011: 5), centres on conceptual refinement of HRM 

practices and outcomes and the link between them. At least part of the explanation for the con-

tinuing ambiguity about HRM and its impact on organisational performance can be attributed 

to an absence of ‘a coherent theoretical basis for classifying HRM policy and practice’ (Guest, 

1997: 266). Three theoretical frameworks have had a major impact on the study of HRM: 

AMO theory (Appelbaum et al., 2000), contingent theory and resource-based theory (Barney, 

1991). AMO theory, which states that individual performance is a function of employee ability, 

motivation and opportunity, underpins many of the assumptions regarding which practices 

to include in a high-commitment/high-performance model (see Figure 1.4; Boxall and Purcell, 

2011: 5). These aspects of performance are seen to contribute to organisational commitment, 

motivation and job satisfaction (e.g. Purcell et al., 2003) and to enhance discretionary behav-

iour, a key factor in the link between individual and organisational performance (Appelbaum 

et al., 2000).

Figure 1.4  The AMO framework
Source: Boxall and Purcell (2011: 5).
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AMO theory underpins both ‘best practice’ and ‘best fit’ schools of thought, although they 

differ with respect to the precise nature of the HR practices required to enhance organisational 

performance. According to proponents of the best-practice, or universal, approach (e.g. Pfeffer, 

1998), the adoption of a ‘synergistic set of practices’ (Wood, 1999) that fosters employee involve-

ment and commitment will enhance performance regardless of organisational context.

By contrast, proponents of the best-fit approach combine AMO theory with contingency theory 

and argue that there is no single best way; rather, people management practices need to be tai-

lored to an organisation’s specific circumstances. Thus different combinations of HRM practices 

may be effective and practices may change in response to specific external or internal influences. 

Well-known ‘best fit’ models are based on a variety of contextual factors, including life cycle 

(e.g. Kochan and Barocci, 1985), competitive advantage (e.g. Schuler, 1989; Sisson and Storey, 

2000) and strategic configurations (e.g. Delery and Doty, 1996), and are discussed more fully in 

Chapter 2.

Resource-based theory, also discussed more fully in Chapter 2, states that a firm’s human 

resources can be a source of sustained competitive advantage, particularly if they are ‘inimitable’ 

and ‘non-substitutable’ (Barney, 1991). The resource-based view also reflects elements of AMO 

and contingent theories, but here the set of HRM practices, which could be easily imitated (Wright 

et al., 1994), is less important than the human and social capital held by the workforce. HR 

practices contribute to this through ‘building the human capital pool and stimulating the kinds 

of human behaviour that actually constitute an advantage’ (Boxall and Steeneveld, 1999: 445).

Much of the research into HRM and performance has focused on HR practices, but the 

fifth and overlapping phase identified by Guest (2011: 5) turns its attention to HR processes 

and, in particular, to ‘the key role of workers and the importance of workers’ perceptions and 

behaviour in understanding the relationship between HRM and performance’. An example 

of research in this phase is work undertaken by Purcell et al. (2003), which explored the links 

between people management and performance. They concluded that a critical link is the extent 

to which HR practices influence employee attitudes and improve worker performance in ways 

that are beneficial to the organisation, and identified that front-line managers play a key role 

in this.

Phase 6 of research into HRM and performance, identified by Guest (2011: 5–6), can be 

defined in terms of growing sophistication and complexity, which include the use of multiple 

sources of information and the application of more sophisticated statistical techniques. This is 

partly in response to the criticisms identified in Phase 3. A further criticism concerns the accuracy 

of data gathered from a single source. The vast majority of studies to date have relied on a single 

respondent for all the information, but one person is unlikely to have sufficient knowledge to 

answer questions across the board. HR specialists may lack detailed knowledge of their organi-

sation’s competitive strategies and the financial outcomes resulting from these strategies, while 

CEOs may have little detailed knowledge of HR practices in their organisation (Marchington 

et al., 2016: 378).  Multiple sources of information can also shed light on the presence of HRM 

practices, as research evidence suggests that managers generally report a higher incidence of HR 

practices than are reported by workers in the same organisation (Guest, 2011). Asking for views 

of workers can also provide insights into the effectiveness of HR practices: a study undertaken by 

Nishii et al. (2008) found that the way in which workers interpret the intention of HR practices 

can influence how they respond to them.

This section has outlined the key phases in research into the links between HRM and organi-

sational performance. There is still some debate about the degree of association and the direction 

of causality, but the extensive body of research has increased our knowledge and understanding 

of the field. In addition, as Guest (2011) identifies, the significant number of studies has helped 

to refine the core research question, which started out as: ‘What impact does HRM have on per-

formance?’ and has now been extended in two directions. The first is the contingency question: 

‘Under what circumstances does HRM have an impact on performance?’ The second concerns 

process and asks: ‘What is the process whereby HRM can have an impact on performance?’ 

(Guest, 2011: 7).
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HRM in practice

The studies discussed in the previous section provide some support for the argument that the 

systematic deployment of HRM will enhance organisational performance and productivity. Find-

ings of studies undertaken by the Chartered Institute of Personnel and Development (CIPD, 2006) 

and the Economic and Social Research Council (ESRC, 2004), and other research such as that by 

the Conference Board (2005), make an important contribution to the wider debate about HRM 

and performance. These studies indicate that effective people management in conjunction with 

contemporary systems of work organisation can make a demonstrative difference to organi-

sational performance and productivity. However, if, as the cited studies demonstrate, effective 

people management does make a difference in terms of performance and productivity, a key 

question for both academics and practitioners is why so few firms deploy these practices. The 

UK and the USA are frequently cited as liberal market economies where short-termism and share-

holder capitalism predominate over longer-term stakeholder approaches to management. The 

established research on HRM in the USA does suggest that high-performance, high-commitment 

approaches to HRM do not have a widespread presence, but their presence is greater than in the 

UK. So, while there is a strong case to be made that HRM has a positive effect on performance, 

we are left with the question of why, in the UK, short-termism appears to have generated strong 

barriers to the wider diffusion of HRM practices.

Twenty years ago, the Sheffield study (Patterson et al., 1997) concluded that the finding of a 

positive association between HRM and organisational performance was ‘ironic, given that our 

research has also demonstrated that emphasis on HRM practices is one of the most neglected 

areas of managerial practice within organisations’ (p. 21). Since then, empirical data (e.g. Guest 

et al., 2000; Kersley et al., 2006) continue to show that, although the use of individual practices 

is extensive, workplaces that adopt full-blown HRM, that is, a high number of HRM practices, 

remain in the minority. UK studies such as the Workplace Employee Relations Surveys (WERS; 

Cully et al., 1999; Kersley et al., 2006; Van Wanrooy et al., 2013) and the Future of Work Study 

(Guest et al., 2000) consistently report that only a minority of organisations are making extensive 

use of HRM practices (Guest et al., 2000: ix):

Concentrating on a list of 18 typical practices, only 1 per cent of companies have more than 

three-quarters in place and applying to most workers, and only 26 per cent apply more than 

half of them. At the other extreme, 20 per cent of organisations make extensive use of less 

than a quarter of these practices.

Sung and Ashton (2005) investigated the adoption of 35 ‘high-performance work practices’. The 

findings show that the more of these practices an organisation uses, the more effective it is in 

delivering adequate training provision, motivating staff, managing change and providing career 

opportunities. However, the findings also show that about 60 per cent of the sample uses fewer 

than 20 practices.

Explore If there is a link between HRM and organisational performance, why is there not a more extensive 
use of HRM practices?

Sisson (2001: 80–81) first proposed two explanations for the limited adoption of an integrated 

set of HRM practices some time ago, but they continue to be relevant today. The first is that the 

time resources and costs associated with change may tempt managers to adopt an incremental 

approach, that is, to ‘try one or two elements and assess their impact before going further, 

even though this means forgoing the benefits of the integration associated with “bundles” of 
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complementary practices’. The low take-up of HRM is also attributed to system inertia, par-

ticularly in established organisations. There are three possible causes of this inertia (CIPD/EEF, 

2005): firms get locked into their initial choice of people management practices and face resist-

ance to change; they experiment with change but abandon it when it does not appear to work; 

and change in people management practices may also require new production or distribution 

technologies and therefore will incur additional costs.

Another, and in Sisson’s words ‘less comfortable’, explanation is that ‘competitive success 

based on the quality and upskilling that HRM implies is only one of a number of strategies avail-

able to organisations’ and other strategies such as cost-cutting, new forms of Taylorism, mergers 

and joint ventures may be applied instead. Legge (1989: 30) suggests the potential incompatibility 

between business strategies and best-practice HRM: ‘if the business strategy should dictate the 

choice of HRM policies, will some strategies dictate policies that . . . fail to emphasise commit-

ment, flexibility and quality?’

Explore What factors might influence the take-up of practices associated with high-commitment HRM?

While many of the supporters of HRM (e.g. Huselid, 1995; Pfeffer, 1998) argue for its universal 

applicability, others suggest that the attractiveness of HRM to employers can depend on HR 

requirements. For example, McDuffie (1995: 199) suggests three conditions that enable HRM to 

contribute to improved economic performance:

● Employees possess knowledge and skills that managers lack.

● Employees are motivated to apply this skill and knowledge through discretionary effort.

● The organisation’s business strategy can be achieved only if employees contribute such dis-

cretionary effort.

In a similar vein, Marchington et al. (2016: 76–8) suggest that best-practice HRM is more likely 

when:

● employers are able to take a long-term perspective;

● the cost of labour is low compared with other costs;

● knowledge workers are expected to use their discretion;

● organisations and workers are in a strong market position.

In the absence of these conditions, the business case for investing in high-commitment/best-

practice HRM may be weak. Indeed, organisations may perceive more benefits, at least in the 

short term, from adopting an ‘intensification’ or cost reduction approach. Cost considerations 

are clearly important. Godard (2004: 367) suggests that many of the claims about the positive 

association between HRM and business performance underestimate the costs involved in adopt-

ing HRM practices: ‘These costs can reflect higher wages, more training, possible inefficiencies 

arising from participatory decision-making processes and various resource requirements needed 

to maintain high involvement levels’. As a result, Godard suggests that, for most employers, the 

use of an integrated set of HRM practices often has little or no overall advantage over traditional 

personnel practices with a few high-performance practices grafted on, and may even have nega-

tive effects for some employers. Organisation size can also be a key factor. Small and medium-

sized enterprises (SMEs), which account for 94 per cent of all employers in the UK economy, are 

less likely than larger organisations to use a number of HRM practices, such as sophisticated 

selection, extensive training, team-working, problem-solving and functional flexibility (Forth 

et al., 2007).
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The legacy of the recession on HRM practice

The high-commitment HRM model assumes that employers are able to take a long-term 

perspective and ‘ride out’ difficult economic circumstances. Marchington et al. (2016: 765) 

suggest that this might include: hiring during lean times when labour is plentiful, investing 

in workers’ development when finances are tight and retaining workers during downturns. 

The global financial crisis and subsequent recession have certainly resulted in difficult conditions 

for many organisations, so has this context acted as an enabler or an inhibitor of the adoption 

of HRM practices? Brewster and King (2013) suggest that the impact of the recession on HRM 

is paradoxical because it increases the importance of managing people in the most cost-effective 

and efficient way at the same time as making it more difficult to do so. They suggest that many 

HRM practices ‘are under threat as short-term survivalist thinking begins to dominate longer 

term success orientations’ (p. 1) and describe a scenario of job cuts, reduced hiring and a greater 

focus on cost-cutting.

An exploration of HRM in recession-hit Ireland (Roche et al., 2011) found evidence of both 

‘hard’ and ‘soft’ approaches. The study found two broad patterns of ‘hard’ HRM. About half 

the firms had implemented ‘general HR retrenchment programmes’, which included pay freezes, 

curbs on overtime, short-time working, redundancies and more rigorous work regimes. The oth-

ers had implemented fewer of these measures, focusing mainly on pay freezes, curbs in overtime 

and greater rigour in the management of work regimes. The study also found that firms often 

combined these cost-driven measures with ‘softer’ aspects of HRM in an attempt to maintain 

staff motivation and commitment. These practices included a greater emphasis on communica-

tions and employee engagement, as well as involving employees in the development of measures 

for responding to the recession (Roche et al., 2011: 11). There was also evidence of a greater 

emphasis on implementing existing HR policies concerned with employee performance, particu-

larly relating to discipline, attendance and time-keeping. Emphasis on performance management 

and employee communication was revealed in a study undertaken by Ipsos Mori and Talent 2 

(2009: 3), which asked organisations to identify their biggest current priorities during these tur-

bulent economic conditions. The top three priorities were performance management, leadership/

management development and employee communication and engagement.

A survey undertaken by King’s College, London and employment law specialists Speechly 

Bircham (Clinton and Woollard, 2010) confirmed the significant effect of the recession, with 

83 per cent of respondents reporting a negative impact on their business. Cost-cutting measures 

were apparent with many organisations reporting reductions in pay rises, the size of bonus pools 

and development budgets. The study also found that there was a shift away from the use of com-

pulsory redundancies towards an increase in the use of flexible and part-time working and the 

use of other methods to downsize. The recession also appears to be taking its toll on the employ-

ment experience, with a higher proportion of respondents reporting an increase in levels of stress 

among employees, an increase in employment relations problems and an increase in employee 

grievances, mainly concerning bullying and harassment and relations with senior or line manag-

ers. The respondents to this survey identified their top three major HR challenges as maintaining 

employee engagement, succession planning, and managing growth and expansion, implying that 

an upturn is anticipated. This survey focused on the views of senior HR professionals. A survey 

of 2,000 UK employees conducted by YouGov (CIPD, 2013) revealed that redundancies, training 

cuts, pay freezes and recruitment freezes were more common in the public sector than in the pri-

vate sector, while the private sector was more likely to have cut back on the hours people work. 

Eighteen per cent of employees working in the private sector reported that their organisation had 

not been affected by the economic downturn, compared with only 4 per cent in the public sector.

Explore What key HR challenges have been raised in your organisation as a result of the UK’s decision to 
leave the EU?
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The impact of HRM on the roles of HR professionals

‘There have been notable attempts to capture the changing nature of personnel roles in response 

to major transformations in the workplace and the associated rise of HRM’ (Caldwell, 2003: 

983). In many organisations, the personnel department was essentially an administrative support 

function, which focused on expert knowledge, procedural efficiency and compliance, and was 

perceived as being remote from business performance issues (Storey, 2007). The emergence of 

HRM and the emphasis on its contribution to the achievement of business goals have been 

perceived by many practitioners as presenting an opportunity to ‘raise their game’. In order to 

overcome the traditional marginalisation and poor reputation of the personnel function, Ulrich 

(1998) proposed that HR professionals should become more proactive and strategic ‘business 

partners’ through the adoption of four key roles:

1. Strategic partner – working with senior and line managers in strategy execution. HR should 

identify the underlying model of the company’s way of doing business, that is, the organisa-

tional architecture, and undertake regular audits in order to identify aspects in need of change.

2. Administrative expert – improving administrative processes, often through the application of 

technology, in order to improve the efficiency of the HR function and the entire organisation.

3. Employee champion – ensuring that employees are ‘engaged’, that is, that they feel commit-

ted to the organisation and contribute fully. This is achieved through acting as the voice for 

employees in management discussion as well as offering them opportunities for personal and 

professional growth, and providing the resources that help them to meet the demands placed 

on them.

4. Change agent – building the organisation’s capacity to embrace and capitalise on change by 

shaping processes and by helping an organisation to identify key success factors and assess 

its strengths and weaknesses in relation to each factor.

The ‘Ulrich model of business partnering’ has been widely espoused in the USA and the UK, 

partly because of its rhetorical simplicity and its forceful message to change the HR function 

(Caldwell, 2008). In addition, steeply climbing salaries and an increased perception of status and 

prestige mean that the business partner term seems to have become the title of choice for ambi-

tious HR practitioners (Francis and Keegan, 2006). However, not all aspects of the role have been 

embraced with equal enthusiasm. Although Ulrich (1998) suggested that the HR function needs 

to fulfil all four roles, empirical evidence suggests that HR practitioners are more likely to aspire 

to the strategic roles of strategic partner and change agent rather than the more operationally 

focused roles of administrative expert and employee champion. Survey findings in the UK (e.g. 

CIPD, 2003) show that a higher proportion of HR practitioners regard themselves as strate-

gic partners and change agents than regard themselves as administrative experts and employee 

champions. Similarly, HR practitioners are also more likely to aspire to the strategic partner 

and change agent roles than they are to become administrative experts or employee champions.

There is a danger that the emphasis in the HR literature on the achievement of business-oriented 

performance outcomes has minimised the contribution of the employee champion role and 

obscured the importance of employee well-being in its own right (Peccei, 2004; cited in Francis 

and Keegan, 2006). However, a number of studies (e.g. Guest and King, 2004; Hope-Hailey et al., 

2005) have shown that the neglect of people-centred roles can have a negative effect on the sus-

tainability of organisational performance.

Explore Why do you think so few HR professionals want to be employee champions?
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A subsequent variant of this model (Ulrich and Brockbank, 2005a) redefines the employee 

champion and administrative expert roles, integrates the change agent role into the strate-

gic partner role and introduces the new role of HR leader (see Table 1.2). These ‘subtle but 

important changes’ are described as reflecting the ‘changing roles we are observing in the 

leading organisations with which we work’ (p. 24), but also serve to correct the imbalances 

of business partnering roles (Caldwell, 2008). Ulrich and Brockbank (2005b: 201) argue that 

‘caring for, listening to, and responding to employees remains the centerpiece of HR work’. So, 

the employee champion role is enlarged and focuses on building the workforce of the future, 

as well as addressing employees’ current needs. Functional experts are concerned not only 

with administrative efficiency, but also with applying their expert knowledge to the design 

and implementation of HR practices that ‘improve decisions and deliver results’ (Ulrich and 

Brockbank, 2005a: 26). HR leaders are responsible for leading the HR function in order to 

enhance its credibility.

While many HR practitioners aspire to a more strategic role, survey data suggest that opera-

tional and administrative work is still dominant. The CIPD (2007) survey into the roles and 

responsibilities of HR practitioners asked respondents to identify the most time-consuming 

activities and the most important activities in terms of their contribution to the organisation. 

The most important activities in terms of adding value to the organisation were identified 

as developing HR strategy, business strategy, change management and providing specialist 

HR expertise. By contrast, the most time-consuming activities were identified as providing 

support to line managers, HR administration, implementing HR policies and change man-

agement. The fact that these lists overlap only on one element (change management) helps 

Mid-1990s Mid-2000s Evolution of thinking

Employee champion Employee advocate Focuses on the needs of today’s employees

Human capital developer Focuses on preparing employees to be successful in the 
future

Administrative expert Functional expert HR practices are central to HR value. Some HR practices 
are delivered through administrative efficiency and others 
through policies and interventions

Change agent Strategic partner Being a strategic partner has multiple dimensions: business 
expert, change agent, strategic HR planner, knowledge 
manager and consultant

Strategic partner Strategic partner As above

Leader Being an HR leader requires functioning in each of these four 
roles. However, being an HR leader also has implications for 
leading the HR function, collaborating with other functions, 
setting and enhancing the standards for strategic thinking 
and ensuring corporate governance

Source: Adapted from Evolution of HR roles, Role call, People Management, 11, pp. 24–28 (Ulrich, D. and Brockbank, W 2005), Chartered Institute of Personnel 
and Development (CIPD) with permission from D. Ulrich and W. Brockbank.

Table 1.2  Evolution of HR roles

Explore To what extent do you believe that these changes increase the attractiveness of operational 
HR roles?
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to illustrate the ongoing tensions between competing role demands on the HR function and 

the difficulties in creating an entirely new role and agenda for the function that ‘focuses not 

on traditional HR activities such as staffing and compensation, but on outcomes’ (Ulrich, 

1998: 124).

A recent survey, undertaken on behalf of CIPD, suggests that, in reality, many HR profession-

als see their main role as transactional rather than strategic. The results, which draw on responses 

from 1,500 HR practitioners across the UK, show that only a fifth (22 per cent) consider that the 

purpose of the HR function they work in is to drive sustainable organisation performance and only 

43 per cent see this as the purpose of a best practice HR function. By contrast, 43 per cent consider 

that their main purpose is ‘ensuring the organisation has the best people in the right jobs, doing 

the right work’ and 29 per cent see their main purpose as providing payroll, pensions, learning 

and administration (CIPD, 2011: 2). The same study also reports that the majority of respondents 

(60 per cent) think that ‘HR needs to build its ability to understand business issues’, and only half 

consider that ‘HR is viewed as adding significant value’ to their organisation (CIPD, 2011: 3). 

Similar results are evident in a study commissioned by KPMG International (KPMG, 2012: 14), 

which found that only 17 per cent of respondents felt that HR was able to demonstrate measurably 

its value to the business.

Key controversy

There ‘remains a vast gulf between the perceived importance and the perceived effectiveness of HR today’ (KPMG, 
2012: 14). Why do you think this gap exists and how can HR professionals best address it?

The authors of the KPMG International study (KPMG, 2012: 15–17) argue that, in order to 

improve HR’s contribution and image, executives need to:

● Make the value of  HR more prominent and understood. HR work is frequently undertaken 

behind the scenes, so others in the organisation may be unaware of HR’s contribution. HR 

professionals need to understand the business, ensure that they are included in strategic dis-

cussions and demonstrate strong leadership.

● Think, understand and communicate in the language of  business. HR professionals need to 

consider the impact of HR on business outcomes and make a strong business case for any 

proposals. They also need to take a full perspective on the whole business and create HR 

strategies to fit; this ‘requires a far deeper grasp of the organisation’s core business model 

and strategy and the implications this holds for the rest of the business – to date, something 

that far too few HR practitioners have mastered’ (p. 15).

● Transfer appropriate responsibilities to line managers. ‘Constrained budgets and improved 

technology are also leading to a shift in direct responsibility for employees away from HR and 

back to line managers as the latter become empowered to handle their own transactions’ (p. 16).

● Move from administration to higher-value activities. Advances in technology can enable HR 

to focus more on strategic activities rather than transactional administration. However, in 

order to have the credibility to focus on higher-value activities, the authors argue that HR first 

needs to prove that it is capable of delivering value to the business.

However, there is a danger that an exclusive focus on short-term financial returns can be to the 

detriment of the overall contribution of HR to business life. Wright and Snell (2005: 181) argue 

that HR leaders must ‘distinguish between decisions that are driven by the business and decisions 

driven for the business. A focus on short term financial returns for fickle investors may be made at 

the long term cost of organisational viability’. Furthermore, they suggest that ‘HR leaders must 



HR COMPETENCE        23

be guardians of our ethical and moral integrity’. Similarly, Marchington et al. (2015) argue that, 

over recent years, HR has overemphasised its strategic role and neglected its unique contribution. 

This has resulted in a fixation on short-term performance goals at the expense of the develop-

ment of longer-term sustainable contributions based on values and fairness. They suggest that 

four key factors have led to this problem:

● HR has placed excessive emphasis on short-term metrics and easy to measure performance 

criteria and ignored other stakeholders.

● HR has become obsessed with the strategic elements of the business partner role and has 

downplayed the responsibilities associated with the employee champion role.

● HR has focused too narrowly on the creation of top talent and development of charismatic 

leaders instead of attempting to engage all staff.

● HR has reinforced the growing divisions between the terms and conditions of core workers 

directly employed by clients and those working for suppliers.

In 2016, People Management magazine, in association with YouGov, polled 1,150 employees 

to find out their perceptions of HR. The findings showed that nearly half (48 per cent) had 

had no direct contact with HR in the previous year and a quarter did not know who carried 

out the majority of HR work in their organisation. Only a third of respondents felt that HR 

had a positive effect on them, their colleagues and the organisation as a whole. Professor Paul 

Sparrow, co-author of Do We Need HR?, argues that ‘currently, HR seems too distant from staff 

to represent their perspective and not close enough to strategy to seriously change the business 

logic People Management, January 2016: 37.

HR competence

One response to raising the credibility of the HR function is to ensure that the competence and 

capability of HR professionals reflect the needs of contemporary organisations. Behavioural 

competence becomes more critical as people develop into senior roles, and research suggests that 

HR professionals need to develop a broader skill-set if they are to meet the challenges facing busi-

ness today (CIPD, 2009). The emphasis on critical behaviours, coupled with the rise of the ‘HR 

business partner’, has led to an enormous growth in HR competency models (see Caldwell, 2008).

Ulrich et al. (2012) identified new roles that HR professionals need to adopt to tackle the 

challenges currently facing organisations, including the economic crisis, globalisation and tech-

nological advances. These six roles are as follows:

● Strategic positioner

– Knows the business context and understands how political, economic, social, technological, 

legal and environmental trends impact on the organisation.

– Contributes to the development of relevant business strategies and helps translate strategies 

into business plans and goals.

● Credible activist

– Gets things done and delivers results.

– Has strong interpersonal skills and makes sound business decisions based on good-quality 

data and thoughtful opinions.

● Capability builder

– Helps to define and build organisational capabilities, that is, what the organisation is good 

at and known for.

– Helps ensure that capabilities reflect organisational values.
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● Change champion

– Develops organisational capacity for change and translates this into effective change pro-

cesses and structures.

– Overcomes resistance to change by engaging key stakeholders in decisions and building 

their commitment.

– Ensures that the necessary resources, including time, people, capital and information, are 

available.

– Captures the lessons of success and failure.

● Human resource innovator

– Able to innovate and integrate HR practices around critical business issues.

– Aligns HR practices, processes, structures and procedures with identified organisational 

capabilities and desired business results.

● Technology proponent

– Applies social networking technology to help people stay connected with each other and 

with the organisation.

– Contributes to the effective management of information.

In the UK, the CIPD has developed a Profession Map, which, it is claimed, determines ‘what the 

best HR and L&D professionals and organisations are doing, what they know and understand, 

to really make a difference and drive the performance of the organisation’ (www.cipd.co.uk). 

The CIPD also suggests that the map is ‘relevant and applicable to HR professionals operating 

anywhere in the world, in all sectors and in organisations of all shapes and sizes’. The map covers 

10 professional areas, 8 behaviours and 4 bands of competence.

Explore Examine the Profession Map at http://www.cipd.co.uk/cipd-hr-profession/hr-profession-map/.

● To what extent do you agree that these behaviours are important for effective HR professionals?

● To what extent do you consider that the map is ‘applicable to HR professionals operating 
anywhere in the world, in all sectors and in organisations of all shapes and sizes’?

Key controversy

CIPD (2015: 3) reports that ‘having business, commercial and organisation savvy sits at the core of the CIPD’s Profes-
sion Map – our professional standards for what great HR looks like – and are essential capabilities, whatever level of 
the profession you are operating at’. However, the same report finds that ‘combining commercial and HR expertise 
to bring value to the organisation and stakeholders’ was seen as an important capability to focus on by only 27 per 
cent of senior leaders and just 16 per cent of junior HR professionals.

What factors might account for this discrepancy and what are the likely long-term results for organisations and 
the HR profession?

Concluding comments

Human resource management has now become the most widely used term in the English-

speaking world to refer to the activities of management in the employment relationship (Boxall 

and Purcell, 2011), but debates around the meaning of the term and the impact of the concept 

http://www.cipd.co.uk
http://www.cipd.co.uk/cipd-hr-profession/hr-profession-map
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continue. In order to differentiate the generic use of the term, that is, to cover all activities relat-

ing to people management and its more specific meaning as an approach focusing on enhancing 

the discretionary behaviour of individuals, a number of other terms have been introduced, such 

as high-commitment management, high-involvement management and high-performance work 

systems. From its early origins, a key theme in the HRM debate has concerned the relationship 

between HRM practice and organisational performance. The results are somewhat ambiguous 

in that, while there appear to be associations between HRM and organisational performance, a 

question remains about which comes first: does HRM lead to better organisational performance, 

or are better-performing organisations more able to invest in HRM practices? Either way, it still 

seems that a majority of organisations have embraced HRM in a partial rather than a complete 

way. The impact of the global financial crisis and recession on HRM has been paradoxical, as 

they have increased the importance of managing people in the most cost-effective and efficient 

way while making it more difficult to do so. Survey data suggest that many organisations have 

attempted to temper ‘hard’ HR practices, such as redundancies and pay freezes, with ‘softer’ 

practices, designed to maintain commitment and motivation. The association between HRM 

and organisational performance appears to have had some impact on the role and status of HR 

professionals, particularly apparent in the growing recognition of the business partner role. How-

ever, while HR models have emphasised the potential for HR professionals to adopt a strategic 

focus, the operational focus continues to be a reality for many, and questions still exist about 

the extent to which HR can demonstrate its value to the business without neglecting the needs 

of the workforce.

The different interpretations of HRM can be confusing, but they are also part of the attrac-

tion of HRM for academics and practitioners and help to ensure that ‘the domain remains lively, 

vibrant and contested’ (Storey, 2007: 17). Whatever the perspective taken, it seems that the advent 

of HRM has raised questions about the nature of people management that have stimulated one 

of the most intense and active debates on the subject in the last 40 years, and there is every likeli-

hood that this will continue for some considerable time yet.

Summary

● Defining HRM. There is no universally agreed definition of HRM and definitions can refer 

to people management activities in the broadest sense, or to the specific meanings of high-

commitment management or a strategic approach to people management.

● Models of  HRM. By the early 1980s, a number of US analysts were writing about HRM and 

devising models and explanations for its emergence, which can be traced back to the 1930s. 

Among the most significant of these are Devanna (fit and the matching model) and Beer (the 

Harvard model).

● HRM and business performance. Guest (2011) identified six phases in the growing body of 

research into the association between HRM and organisational performance. Results from 

empirical studies suggest that there is a link, but the direction of causality is inconclusive, as 

is the assumption that a set of practices can have universal applicability.

● HRM in practice. Empirical evidence continues to show that, although there is a high use of 

individual HRM practices, few organisations appear to adopt a full-blown version of high-

commitment HRM. The general low level of take-up can be attributed to organisational 

inertia and cost considerations, but may also suggest that some organisations seek to achieve 

competitive advantage through a ‘low road’ approach of cost-cutting or new forms of 

Taylorism rather than the ‘high road’ approach of HRM. The financial crisis and subsequent 

recession have increased the use of cost-cutting HR practices such as pay freezes, overtime 

bans and redundancies in order to survive, but many organisations have tried to balance these 

with softer practices to maintain employee motivation and commitment.
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● HRM and HR professionals. The emergence of HRM and the emphasis on its contribution to 

the achievement of business goals have been perceived by many practitioners as presenting an 

opportunity to improve the power and status of the HR function. One of the most influential 

models over years was developed by Ulrich (1998). However, survey findings continue to show 

that, while many practitioners aspire to adopt a more strategic role, the administrative role 

is still dominant and HR often struggles to demonstrate that it adds significant value to the 

business. Critiques of the business partner model suggest that an overemphasis on short-term 

performance measures can be to the detriment of the employment experience for many. A 

number of models have been developed identifying the key competencies that HR profession-

als need in order to demonstrate credibility and meet the challenges of organisations now and 

in the future.

Questions

1 The ‘matching model’ (Devanna et al., 1984) and the ‘map of the HR territory’ (Beer et al., 

1984) were conceived 30 years ago. To what extent are they still relevant to the study of HRM 

in organisations today?

2 Studies of HRM and performance differ on a number of grounds, including the HR practices 

considered, methods of data collection and the respondents asked to provide information. 

How does this lack of consensus affect our understanding of the association between HRM 

and organisational performance?

3 To what extent can demonstration of the competencies identified by Ulrich et al. (2012) and 

CIPD’s Profession Map help to raise the perceived added value of HR?

4 What long-term impact might the focus on short-term financial returns have on HR’s ability 

to demonstrate how it adds value to sustainable organisational performance?

Case study
The future of work: the journey to 2022

A team from PwC and the James Martin Institute for Science 
and Civilisation at the Said Business School in Oxford 
came together in 2007 to develop a series of scenarios for 
the  future of people management. The result was three 
‘worlds of work’, which provide a lens through which to 
examine how organisations might operate in the future. The 
forecasts are based on the results of a specially commissioned 
survey of 10,000 people in China, India, Germany, the UK 
and the USA and a survey of almost 500 HR professionals 
across the world.

The report predicts that competing social, political, eco-
nomic and technological forces are likely to result in three 
future scenarios or ‘worlds of work’. They also suggest that 
most organisations are likely to be a mix of all three.

The orange world – Small is beautiful

In this scenario, specialisation dominates the world econ-
omy. Companies begin to break down into collaborative 
networks of smaller organisations. The emphasis in the 
orange world is on maximising flexibility while minimising 
fixed costs. This is likely to take advantage of the rise of the 
portfolio career, hiring a diverse mix of people on an afford-
able, ad hoc basis.

The blue world – Corporate is king

In this scenario, big company capitalism rules. Organisa-
tions continue to grow bigger and individual organisational 
preferences trump beliefs about social responsibility. Here 
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CHAPTER 2
STRATEGIC HUMAN RESOURCE 
MANAGEMENT
HEATHER CONNOLLY AND JULIE BEARDWELL

Objectives

● To explore the meaning and application of strategic human resource 
management (SHRM).

● To evaluate the relationship between strategic management and SHRM.

● To examine the different approaches to SHRM, including:

– the best-fit approach to SHRM;

– the configurational approach to SHRM;

– the resource-based view of SHRM;

– the best-practice approach to SHRM.

● To evaluate the relationship between SHRM and organisational performance.
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In recent years, there have been a number of high-profile, 
successful companies exposed for bad working conditions. 
The list includes the likes of Amazon, Deliveroo, Hermes, 
Sports Direct and Uber. These companies demonstrate how 
the shift from ‘managerial’ to ‘financialised’ capitalism can 
drive firms to adopt ‘low road’ HRM strategies, where 
strengthened market discipline rather than commitment is 
a driver for high performance (see Thompson, 2011). In the 
case of Sports Direct below, think about the logics underly-
ing such a strategy and the key drivers motivating manage-
ment and owners of the firm.

Sports Direct

Sports Direct International is the UK’s biggest sportswear 
chain. Mike Ashley owns a controlling stake 
of 55.14 per cent, and he is also executive deputy chairman. 
He founded the business after leaving school in 1982 and 
started selling shares when he floated the company on the 
stock market in 2007.

The increasing array of financial instruments and ‘creative 
accounting’ measures has meant that business owners can 
adopt complex financing structures in order to maximise 
profit and shareholder return, and often as a way of paying 
less tax. The Sports Direct owner, Mr Ashley, has a company 
called Mash Holdings Ltd, which holds the vast majority of 
his assets. Mash holds Ashley’s shares in Sports Direct. 
Mr Ashley reorganised his holding in Sport Direct in early 2016 
without explanation. Mash still directly owns 4.43 per cent of 
Sports Direct, with 50.71 per cent of the company now held 
by Mash Beta, a newly created vehicle. Mash Beta is 
74 per cent owned by Mash and 26 per cent owned by 
another new vehicle, Mash Alpha. Mash Alpha is controlled 
by Mash, which has provided a guarantee over the company, 
but at present no shares have been issued for Mash Alpha.

A Guardian investigation on the working conditions in 
Sports Direct published in December 2015 revealed that 
workers were effectively receiving less than the minimum 
wage per hour over the total time they were required to 
spend in the warehouse and after financial penalties. All 
warehouse workers were kept onsite at the end of each 
shift in order to undergo a compulsory search by Sports 
Direct security staff, with the experience of the Guardian 
reporters suggesting that this typically added another hour 
and 15 minutes to the working week – which was unpaid. 

Source: Adapted from Goodley, S. and Ashby, J. (2015), 
‘Revealed: How Sports Direct effectively pays below mini-
mum wage’, The Guardian, 9 December

In July 2016, MPs lambasted Mr Ashley over labour 
abuses at Sports Direct, saying they found it ‘incredible’ that 
the self-made billionaire had no idea of ‘appalling’ practices 
in his retail empire. A damning parliamentary report 
described the retailer as a ‘particularly bad example of a 
business that exploits its workers in order to maximise its 
profits’, insisting that Mr Ashley – who has a controlling 
stake and visits its warehouse once a week – must take 
responsibility for his company. The business committee 
report put Mr Ashley in the line of fire of the Prime Minis-
ter’s campaign to ‘get tough on irresponsible behaviour in 
big business’ and to tackle ‘unscrupulous bosses’. The Prime 
Minister, Mrs May, promised to tackle ‘the irrational, 
unhealthy and growing gap between what these compa-
nies pay their workers and what they pay their bosses’, 
including laying out a plan to put workers on company 
boards and publish executive pay data. MPs said their 
seven-month probe had been hampered by Mr Ashley, 
who for weeks refused to answer a formal summons.

When he finally appeared in June, the billionaire said he 
was ‘a little shocked’ to learn that workers at the group’s 
warehouse had been paid less than the minimum wage 
because they had been forced to queue for security checks 
on unpaid time. But the committee said it had received 
‘damning testimony’ suggesting that shop staff had also 
been forced to do unpaid work, sometimes for up to three 
hours after their shifts had ended. ‘In both the warehouse 
at Shirebrook and the shops across the country,’ they wrote, 
‘[Sports Direct is] treating workers as commodities rather 
than as human beings.’ They said Mr Ashley was responsible 
either for not knowing about ‘appalling working practices’ 
at his own company, or for turning a blind eye to them. 
Investors, too, have become disillusioned with the way the 
company is run. One top-20 shareholder said Mr Ashley 
had failed to realise that ‘Victorian working conditions are 
not acceptable at a public company or any company for 
that matter’.

Source: Adapted from Vandevelde, M., Parker, G. and Oakley, D. (2016), 
‘Damning report condemns Ashley for ‘appalling’ practices at Sports 
Direct’, Financial Times, 22 July; © The Financial Times Limited 2016; 
all rights reserved.

Case study
Taking the ‘low road’ in big business
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     Introduction 

 This chapter charts the development of strategic human resource management (SHRM). It 

assumes a certain familiarity with the evolution of HRM, early HRM models and frameworks 

and their theoretical underpinning as discussed in other chapters (in particular, see  Chapter   1   ). 

The aim of this chapter is to trace the development of SHRM, so that you will be able to under-

stand the synthesis both within and between SHRM and strategic management in its various 

forms. Underpinning this chapter is the view that there is often ‘naïve optimism’ with regards to 

the dominant HR discourse and a neglect of the wider context of financialised capitalism as 

structuring behaviours in organisations ( Thompson, 2003 ,  2011 ). It is important to situate analy-

ses of SHRM within a broader political economy approach and develop an understanding of the 

‘regime of accumulation’ and how this shapes strategies and their outcomes. 

 Since the emergence of HRM there has been considerable debate concerning its nature and 

its value to organisations. From the seminal works emerging from the Chicago School and the 

matching model of HRM ( Fombrun  et al ., 1984 ), the emphasis has very much concerned its 

 strategic  role in the organisation. Indeed, the literature rarely differentiates between HRM and 

SHRM. When attention was first focused on SHRM, some writers associated HRM with the 

strategic aspects and concerns of ‘best fit’ in vertically aligning an organisation’s human 

resources to the organisational strategy ( Fombrun  et al ., 1984 ) or by creating ‘congruence’ or 

‘horizontal alignment’ between various managerial and HRM policies ( Beer  et al ., 1984 ;  Walton, 

1985 ). Others focused on HRM as a means of gaining commitment and linked this to outcomes 

of enhanced organisational performance and business effectiveness ( Beer  et al.,  1984 ;  Guest, 

1987 ;  Wood and De Menezes, 1998 ;  Guest  et  al ., 2000a ) through best-practice models 

( Arthur,  1994 ;  MacDuffie, 1995 ;  Pfeffer, 1994 , 1998;) or high-performance work practices 

( Guest, 1987 ;  Huselid, 1995 ). Others recognised the ‘harder’ nature of SHRM ( Storey, 1992 ), 

emphasising its contribution to business efficiency. Interlaced with this debate has been the wider 

controversy concerning the nature of business strategy itself, from which SHRM takes its theo-

retical constructs. 

 In addition to this are the transformations in organisational forms, which have had a simul-

taneous impact on both structures and relationships in organisations. The need for increased 

flexibility ( Atkinson, 1984 ) or ‘agility’ ( Rahrami, 1992 : 35) in organisational structures and rela-

tionships has led to ‘delayering, team-based networks alliances and partnerships and a new 

employer–employee covenant’ or psychological contract. These changes in organisational struc-

turing and employer–employee relationships have led to difficulties in finding new organisational 

forms that both foster creativity and avoid chaos. Thus tensions can arise between ‘innovation 

and maintaining focus, between rapid response and avoiding duplication, between a focus on 

future products and meeting time to market criteria, between long-term vision and ensuring 

performance today’. These tensions became more apparent with the global financial crisis and 

its aftermath, as organisations grappled with remaining lean and focused through ‘right-sizing’, 

yet needed to maintain a motivated core base of skill and knowledge capable of creativity and 

rapid response in the future. Such dilemmas are not new to the SHRM literature: nearly 30 years 

ago  Kanter (1989)  noted contradictions between remaining ‘lean, mean and fit’, on the one hand, 

and being seen as a great company to work for on the other. 

 Developments in SHRM thinking have a profound impact on our understanding of the con-

tribution SHRM can make to organisational performance through increased competitive advan-

tage and added value. Indeed, it becomes clear that whether the focus of SHRM practices is on 

alignment with the external or the internal context of the firm, the meaning of SHRM can only 

really be understood in terms of organisational performance, whether that be measured by 

economic value added and increased shareholder value; customer value added and increased 

market share; or people value added through increased employee commitment and 

engagement. 

Introduction 
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 The debate therefore becomes extremely complex in its ramifications for analysing processes, 

evaluating performance and assessing outcomes. The observer must come to the view, in the best 

postmodern tradition, that the profusion and confusion of policy make straightforward analysis 

of SHRM in empirical and analytical terms extremely difficult and contingent on positional 

stances of the actors and observers involved in the research process. However, some kind of 

analytical context is useful in beginning our evaluations. 

 In order to understand the development of SHRM, and to recognise that it is more than tra-

ditional HRM prefixed with the word ‘strategic’, it is necessary to consider the nature of strategic 

management. This will provide an understanding of the ‘strategic’ context within which SHRM 

has developed, and enable us to understand the increasingly complex relationship between stra-

tegic management and SHRM.  

  Understanding the business context 

  The nature of business strategy 

  Boxall (1996 : 60) has commented that ‘any credible attempt at model-building in strategic HRM 

involves taking a position on the difficult questions: what is strategy? (content) and how is strat-

egy formed? (process)’. It is the intention of this section to explore these questions and identify 

the difficulties and complexities involved in the ‘strategy-making’ process. This section provides 

an overview of some of the issues and debates, and sets the context for the SHRM debate dis-

cussed later in the chapter. 

 The roots of business strategy stretch far back into history (Alexander the Great, 356–323  BC ; 

Julius Caesar, 100–44  BC ), and early writers linked the term ‘strategy’ to the ancient Greek word 

 strategos,  which means ‘general’ and has connotations of ‘to lead’ and ‘army’. Thus it is not 

surprising that many dictionary definitions convey a military perspective, such as the following 

from the  Oxford Pocket Dictionary : ‘Strategy. The art of war, especially the planning of move-

ments of troops and ships etc. into favourable positions; plan of action or policy in business or 

politics etc.’. 

 Early writings on business strategy adopted a military model combined with economics, 

particularly the notion of rational–economic man ( Chandler, 1962 ;  Sloan, 1963 ;  Ansoff, 1965 ). 

This is known as the classical or rational-planning approach, and has influenced business think-

ing for many decades. The meaning of strategy has changed, however, and become more com-

plex, as the literature has moved from emphasising a long-term planning perspective ( Chandler, 

1962 ) to a more organic evolutionary process occupying a shorter time frame ( Ansoff and 

McDonnell, 1990 ;  Aktouf 1996 ). Thus strategic management in the twenty-first century is seen 

to be as much about vision and direction as about planning, mechanisms and structure: 

  Throughout the first half of our century and even into the early eighties, planning – with its 

inevitable companion, strategy – has always been a key word, the core, the near ultimate 

weapon of ‘good’ and ‘true’ management. Yet many firms . . . have been remarkably suc-

cessful . . . with minimal official, rational and systematic planning. ( Aktouf (1996 : 91))         

Understanding the business context 

 Explore    ●   To what extent is strategy ‘as the art of war’ relevant to contemporary organisations? What 
other metaphors might you use to define strategy?  

  ●   What metaphor would best describe the ‘strategy-making’ process in your organisation or one 
with which you are familiar?   
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  Approaches to the strategy-making process 

 This chapter uses the four distinctive approaches to strategy-making identified by  Whittington 

(1993 ,  2001 ) as a model of analysis: 

   ●   the classical or rational-planning approach  

  ●   the evolutionary approach  

  ●   the processual approach  

  ●   the systemic approach.   

 As you will see, an organisation’s approach to its ‘strategy-making’ process has implications for 

our understanding and application of SHRM. 

  Classical or rational-planning approach 

 This view suggests that strategy is formed through a formal and rational decision-making pro-

cess. The key stages of the strategy-making process emphasise a comprehensive analysis of the 

external and internal environments, which then enables an organisation to evaluate and choose 

from a range of strategic choices that, in turn, allows for plans to be made to implement the 

strategy. With this approach, profitability is assumed to be the only goal of business and the 

rational-planning approach is the means to achieve it.  Alfred Chandler (1962) , a business his-

torian,  Igor Ansoff (1965) , a theorist, and  Alfred Sloan (1963) , president of General Motors, 

identified these key characteristics of  the classical approach in their work and writings. 

 Chandler (1962 : 13) defined strategy as ‘the determination of the basic, long-term goals and 

objectives of an enterprise, and the adoption of courses of action and the allocation of resources 

necessary for those goals’. 

  Grant (2016)  highlights the classical approach in his four elements of a successful strategy 

( Figure   2.1   ), where clear goals, understanding the competitive environment, resource appraisal 

and effective implementation form the basis of his analysis.  

 Within the classical perspective, strategy can be, and often is, viewed at three levels: first, at 

the  corporate level,  which relates to the overall scope of the organisation, its structures, financ-

ing and distribution of key resources; second, at a  business level,  which relates to its competitive 

positioning in markets/products/services; and third, at an  operational level,  which relates to 

the methods used by the various functions of marketing, finance, production and, of course, 

  Figure 2.1          Common elements in successful strategies  
 Source: Grant (2010: 7).  
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human resources to meet the objectives of the higher-level strategies. This approach tends to 

separate out operational practices from higher-level strategic planning. This is not always help-

ful in reality, as it is often operational practices and effective systems that are ‘strategic’ to 

success in organisations (Boxall and Purcell, 2016), thus prompting Whittington (2001: 107) to 

comment that ‘the rigid separation of strategy from operations is no longer valid in a knowl-

edge-based age’. This is not to suggest that external analysis and planning should be ignored, 

but proposes a recognition that operational practices or ‘tactical excellence’ may provide sus-

tainable competitive advantage by ensuring that an organisation is adaptable and can flex with 

the environment. This becomes significant in contributing to our understanding of SHRM later 

in the chapter.

Key controversy

‘Under the classical approach management actions are legitimised by reference to external forces’ (Marchington et al.,  
2016: 15). Revisit Case Study 2.1 and consider to what extent the approach adopted by Sports Direct can be ‘legitimised 
by external forces’?

Mintzberg (1990) clearly identified the ‘basic premises’ of the classical approach as being the disciplined ‘readiness 
and capacity of managers to adopt profit-maximising strategies through rational long-term planning’. He questioned 
the feasibility of adopting this approach as either a model for prescription of best practice or a model of analysis, as 
he considered it to be an inflexible and oversimplified view of the ‘strategy-making’ process, relying too heavily on 
military models and their assumed culture of discipline. This can often lead to a disproportionate emphasis on analysis 
and decision-making about strategic choices at the expense of the key stage of implementation, which, after all, deliv-
ers the results. Mintzberg (1987) therefore argued that strategy-making in practice tends to be complex and messy 
and he preferred to think about strategy as ‘crafting’ rather than ‘planning’.

The classical approach is, however, the basis for much strategy discussion and analysis, and, as we will see later, it 
underpins much strategic HRM thinking, particularly the ‘best fit’ school of thought and the notion of vertical integra-
tion. If, however, we accept that devising and implementing strategies in organisations is a complex and organic 
process, then it highlights the complexity of both defining and applying SHRM.

Evolutionary approach

An alternative view of the strategy-making process is the evolutionary approach. This suggests 

that strategy is made through an informal evolutionary process that relies less upon top managers 

to plan and act rationally and more upon the markets to secure profit maximisation. Whittington 

(2001) highlighted the links between the evolutionary approach and the ‘natural law of the jun-

gle’. Henderson (1989: 143) argued that ‘Darwin is probably a better guide to business competi-

tion than economists are’, as he recognised that markets are rarely static and indeed likened 

competition to a process of natural selection, where only the fittest survive. Darwin noted that 

more individuals of each species are born than can survive, and thus there is a frequently recur-

ring struggle for existence. Evolutionists, therefore, argue that market, not managers, choose the 

prevailing strategies. Thus, in this approach, the rational-planning models that analyse the exter-

nal and internal environments in order to select the most appropriate strategic choices and then 

to identify and plan structural, product and service changes to meet market need become irrel-

evant. The evolutionary approach suggests that markets are too competitive for ‘expensive strate-

gizing and too unpredictable to outguess’ (Whittington, 2001: 19). From this perspective, 

sophisticated strategies can only deliver a temporary advantage, and some suggest focusing 

instead on efficiency and managing the ‘transaction costs’.
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Processual approach

Quinn (1978) recognised that, in practice, strategy formation tends to be fragmented, evolution-

ary and largely intuitive. His ‘logical incrementalist’ view, therefore, while acknowledging the 

value of the rational–analytical approach, identified the need to take account of the psychologi-

cal, political and behavioural relationships that influence and contribute to strategy. Quinn’s view 

fits well within Whittington’s (2001) processual approach, which recognises ‘organisations and 

markets’ as ‘sticky, messy phenomena, from which strategies emerge with much confusion and 

in small steps’ (p. 21).

The foundations of the processual school can be traced back to the work of the American 

Carnegie School according to Whittington (2001) and the work of Cyert and March (1956) and 

Simon (1947). They uncovered two key themes: first, the cognitive limits of human action, and 

second, that human beings are influenced by ‘bounded rationality’ (Simon, 1947). Thus no single 

human being, whether the chief executive or a production worker, is likely to have all the answers 

to complex and difficult problems, and we all often have to act without knowing everything we 

would like to. Thus complexity, uncertainty and the need to take on board a range of interests 

become facts of life in strategic management and consequently in SHRM (Boxall and Purcell, 

2016). It is important for organisations to recognise this, to avoid falling into a fog of complacency 

or the ‘success trap’ (Barr et al., 1992), and it also highlights the limitations of some of the pre-

scriptions for success advocated in both the strategic management and the SHRM literature. In 

practice, an organisation’s approach to SHRM has considerable influence here on the strategic 

management process, as some writers would suggest that to effectively manage the environment 

better than their competitors the organisation needs to adopt a learning and open systems perspec-

tive. Mintzberg (1987) recognised this in his ideas on ‘crafting strategy’, and the fluid and organic 

nature of the strategy-making process. He compared the skills required of those involved in the 

process to those of a traditional craftsperson – traditional skill, dedication, perfection, mastery 

of detail, sense of involvement and intimacy through experience and commitment. Thus he rec-

ognised that planned strategies are not always realised strategies, and that strategies can often 

emerge and evolve (Figure 2.2). Thus the classic sequence of plan first, implementation second 

can become blurred, as ‘strategy is discovered in action’ (March, 1976). Second, the processualists 

Figure 2.2  Emergent strategy
Source: Mintzberg, H. (1987), The Strategy Concept 1: Five Ps for Strategy, California Management Review, 30(1), pp. 11–24; copyright © 
1987 by The Regents of the University of California, reproduced by permission of the publisher, University of California Press.
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noted the significance of the micro-politics within organisations, a theme since developed by Pet-

tigrew (1973, 1985) and Wilson (1992). This approach recognises the inherent rivalries and conflict-

ing goals present within organisations and the impact this can have on strategy implementation. 

As we will see later in the chapter, it is these pluralist tensions that are sometimes ignored in certain 

branches of the SHRM literature, most notably the ‘best practice’ approach.

Systemic approach

This leads us on to the final perspective identified by Whittington (1993, 2001), the systemic 

approach. This approach suggests that strategy is shaped by the social system within which it 

operates. Strategic choices, therefore, are shaped by the cultural and institutional interests of a 

broader society. So, for example, state intervention in France and Germany has shaped HRM in 

a way that is different from the USA and the UK. A key theme of the systemic approach is that 

‘decision makers are not detached, calculating individuals interacting in purely economic transac-

tions’ (Whittington, 2001: 26), but are members of a community ‘rooted in a densely interwoven 

social system’. Therefore in reality, organisations and their members’ choices are embedded in a 

network of social relations (Whittington, 1993). Thus, according to this approach, organisations 

differ according to the social and economic systems in which they are embedded.

The four approaches to strategy identified differ considerably in their implications for advice to 

management. Understanding that strategy formulation does not always occur in a rational, 

planned manner, due to complexities in both the external and internal environments, is significant 

for our understanding of SHRM. Whittington (1993) summarised his four generic approaches 

of classical, evolutionary, systemic and processual approaches in the model in Figure 2.3.

By plotting his model on two continua of outcomes (profit maximisation – pluralistic) and 

processes (deliberate – emergent), Whittington (1993, 2001) recognises that the strategy process 

changes depending upon the context and outcomes. In terms of SHRM, therefore, the term 

‘strategic’ has broader and more complex connotations than those advocated in the prescriptive 

‘classical’ strategy literature. As turbulence in the environment increases, organisations are rec-

ognising the importance of HR to their competitive performance, and therefore its role at a 

strategic level rather than an operational one.

By now you should be familiar with different approaches to understanding the nature of strategy 

and should have gained an appreciation of the complexities involved in the strategic management 

process. You may have realised that our understanding and interpretation of SHRM will, to a 

certain extent, be influenced by our interpretation of the context of strategic management. It is 

to the definition and the various interpretations of SHRM that we turn next.

Explore ● Why might an intended strategy not be realised in practice?

● Why do strategies sometimes emerge?

Explore What challenges does the systemic view of strategy pose for multinational organisations?

Explore Revisit Case Study 2.1. Using Whittington’s typology, how would you categorise the strategy 
adopted in Sports Direct? Explain your answer.
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  The rise of SHRM 

 The contribution that HR may make to an organisation’s performance and effectiveness has been 

the subject of scrutiny for some time. This interest has been linked to changes in the business 

environment, with the impact of globalisation leading to the need for increased competitiveness, 

flexibility, responsiveness, quality and the need for all functions of the business to demonstrate 

their contribution to the bottom line. As we have already recognised, it is against this backdrop 

that the traditional separation between strategy and operational activities, such as HRM, has 

become blurred, particularly within a knowledge-based age. 

 There is confusion over the differentiation between HRM and SHRM. Part of the reason for 

this confusion will be familiar to you, as it arises from the varying stances of the literature, those 

of prescription, description or critical evaluation. Some writers see the two terms as synonymous 

( Mabey  et al ., 1998 ), while others consider there are differences. A wealth of literature has 

appeared to prescribe, describe and critically evaluate the way organisations manage their human 

resources. It has evolved from being highly critical of the personnel function’s contribution to 

the organisation, as being weak, non-strategic and lacking a theoretical base (e.g.  Drucker, 1968 ; 

 Watson, 1977 ;  Legge, 1978 ;  Purcell, 1985 ), through the development of HRM models and frame-

works (e.g.  Beer  et al ., 1984 ;  Fombrun  et al ., 1984 ;  Guest, 1987 ;  Schuler and Jackson, 1987 ), criti-

cism of the HRM concept, questioning the empirical, ethical, theoretical and practical base of 

the subject ( Keenoy, 1990 ;  Blyton and Turnbull, 1992 ;  Keenoy and Anthony, 1992 ;  Clarke and 

Newman, 1997 ;  Legge, 2005 ), and on to a wave of SHRM literature focusing on the link (or verti-

cal integration) between HR practices and an organisation’s business strategy, in order to enhance 

performance ( Schuler and Jackson, 1987 ;  Kochan and Barocci, 1985 ;  Miles and Snow, 1984 ), and 

also on the relationship between best-practice or high-commitment HR practices and organisa-

tional performance ( Pfeffer, 1994 ,  1998 ;  Huselid, 1995 ;  MacDuffie, 1995 ;  Guest, 2001 ). 

 Confusion arises because embedded in much of the HRM literature is the notion of strategic 

integration ( Beer  et al ., 1984 ;  Fombrun  et al ., 1984 ;  Guest, 1987 ), but critics have been quick to 

note the difference between the rhetoric of policy statements and the reality of action ( Legge, 

2005 ); the somewhat piecemeal adoption of HRM practices ( Storey, 1992 ,  2007 ); and the 

ingrained ambiguity of a number of these models ( Keenoy, 1990 ;  Blyton and Turnbull, 1992 ). 

The rise of SHRM 

  Figure 2.3          Whittington’s model  
 Source:  Whittington (2001 : 3).  
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Thus, while the early HRM literature appeared to emphasise a strategic theme, there was much 

critical evaluation that demonstrated its lack of strategic integration. Thus terms such as ‘old 

wine in new bottles’ became a familiar explanation for the development from personnel to HRM 

to SHRM.  

  Exploring the relationship between strategic management and SHRM: 
The best-fit school of SHRM 

 The best-fit (or contingency) school of SHRM explores the close link between strategic manage-

ment and HRM by assessing the extent to which there is  vertical integration  between an organisa-

tion’s business strategy and its HRM policies and practices. This is where an understanding of 

the strategic management process and context can enhance our understanding of the develop-

ment of SHRM, both as an academic field of study and in its application in organisations. 

 The notion of a link between business strategy and the performance of every individual in the 

organisation is central to ‘fit’ or vertical integration. Vertical integration can be explicitly dem-

onstrated through the linking of a business goal to individual objective setting, to the measure-

ment and rewarding of attainment of that business goal. Vertical integration between business 

strategy or the objectives of the business and individual behaviour and ultimately individual, team 

and organisational performance is at the core of many models of SHRM. Inherent in most treat-

ments of fit is the premise that organisations are more efficient and/or effective when they achieve 

fit relative to when there is a lack of fit ( Wright and Snell, 1998 : 757). This vertical integration or 

‘fit’ where ‘leverage’ is gained through procedures, policies and processes is widely acknowledged 

to be a crucial part of any strategic approach to the management of people ( Dyer, 1984 ;  Fombrun 

 et al.,  1984 ;  Mahoney and Deckop, 1986 ;  Schuler and Jackson, 1987 ;   Gratton  et al ., 1999 ). Verti-

cal integration therefore ensures an explicit link or relationship between internal people processes 

and policies and the external market or business strategy, and thereby ensures that competencies 

are created that have a potential to be a key source of competitive advantage ( Wright  et al ., 1994 ). 

  Tyson (1997)  saw the move towards greater vertical integration (between HRM and business 

strategy) and horizontal integration (between HR policies themselves and with line managers) 

as a sign of ‘HRM’s coming of age’. In recognising certain shifts in the HRM paradigm, Tyson 

identified ‘vertical integration’ as the essential ingredient that enables the HR paradigm to 

become strategic. In practice, this requires not only a statement of strategic intent, but also plan-

ning to ensure that an integrated HR system can support the policies and processes in line with 

the business strategy. It is worthwhile considering the earlier discussions on the nature of strategic 

management here, as a number of critics, notably  Legge (2005) , have questioned the applicability 

of the classical–rational models on the grounds that there is a dearth of empirical evidence to 

support their credibility.  Legge (2005 : 135) tends to prefer the processual framework ( Whitting-

ton, 1993 ), which is grounded in empirical work and which recognises that ‘integrating HRM 

and business strategy is a highly complex and iterative process, much dependent on the interplay 

and resources of different stakeholders’. 

Exploring the relationship between strategic management and SHRM: 
The best-fit school of SHRM 

 Explore  In what way does  Whittington’s (1993 ,  2001 ) typology of strategy impact on your understanding 
of ‘vertical integration’? You may find it useful to use  Table   2.1    to guide your thinking. 

       There have been a number of SHRM models that have attempted to explore the link between 

business strategy and HR policies and practices, and to develop categories of integration or ‘fit’. 

These include the lifecycle models ( Kochan and Barocci, 1985 ;  Lengnick Hall and Lengnick Hall, 

1988 ;  Sisson and Storey, 2000 ) and the competitive advantage models of  Miles and Snow (1978)  

and  Schuler and Jackson (1987) , based on the influential work of  Porter (1985) . 
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Lifecycle models

A number of researchers have attempted to apply business and product life cycle thinking or 

‘models’ to the selection and management of appropriate HR policies and practices that fit the 

relevant stage of an organisation’s development or life cycle (Kochan and Barocci, 1985; Baird 

and Meshoulam, 1988). So, for example, according to this approach, during the start-up phase 

of the business there is an emphasis on ‘flexibility’ in HR to enable the business to grow and 

foster entrepreneurialism, whereas in the growth stage, once a business grows beyond a certain 

size, the emphasis would move to the development of more formal HR policies and procedures. 

In the maturity stage, as markets mature and margins decrease, and the performance of certain 

products or the organisation plateaus, the focus of the HR strategy may move to cost control. 

Finally, in the decline stage of a product or business, the emphasis shifts to rationalisation, with 

downsizing and redundancy implications for the HR function (Kochan and Barocci, 1985). The 

key questions for HR strategists here are: first, how can HR strategy secure and retain the type 

of human resources that are necessary for the organisation’s continued viability, as industries 

and sectors develop; and second, which HR policies and practices are more likely to contribute 

to sustainable competitive advantage as organisations go through their life cycle (Boxall and 

Purcell, 2016)? Retaining viability and sustaining competitive advantage in the ‘mature’ stage of 

an organisation’s development are at the heart of much SHRM literature. Baden-Fuller (1995) 

noted that there are two kinds of mature organisation that manage to survive industry develop-

ment: ‘[O]ne is the firm that succeeds in dominating the direction of industry change . . . The 

other is the firm that manages to adapt to the direction of change’ (Boxall and Purcell, 2016: 44). 

Abell (1993), Boxall (1996) and Dyer and Shafer (1999) argue that the route to achieving human 

resource advantage as organisations develop and renew lies in the preparation for retaining viabil-

ity and competitive advantage in the mature phase. The need for organisations to pursue ‘dual’ 

HR strategies, which enable them to master the present while preparing for and pre-empting the 

future, and to avoid becoming trapped in a single strategy, is identified by Abell (1993), while 

Dyer and Shafer (1999) developed an approach that demonstrates how an organisation’s HR 

strategy could contribute to what they termed ‘organisational agility’. This implies an in-built 

capacity to flex and adapt to changes in the external context, which enables the business to 

change as a matter of course. Interestingly, this work appears to draw on the resource-based view 

and best-practice view of SHRM discussed later in the chapter, as well as the best-fit approach, 

reflecting the difficulty of viewing the various approaches to SHRM as distinct entities.

Competitive advantage models

Competitive advantage models tend to apply Porter’s (1985) ideas on strategic choice. Porter 

identified three key bases of competitive advantage: cost leadership, differentiation through 

Classic Processual Evolutionary Systemic

Strategy Formal and planned Crafted and emergent Efficient Embedded

Rationale Profit maximisation Vague Survival of the fittest Local

Focus Fitting internal plans to 
external contexts

Internal (politics) External (markets) External (societies)

Processes Analytical Bargaining/learning Darwinian Social/cultural

Key influences Economics/military Psychology Economics/biology Sociology

Emergence 1960s 1970s 1980s 1990s

Source: Adapted from Whittington (2001: 39).

Table 2.1  Typology of Strategy
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quality and service and focus on ‘niche’ markets. Schuler and Jackson (1987) used these as a basis 

for their model of SHRM, where they defined the appropriate HR policies and practices to ‘fit’ 

the generic strategies of cost reduction, quality enhancement and innovation. They argued that 

business performance will improve when HR practices mutually reinforce the organisation’s 

choice of competitive strategy. Thus, in Schuler and Jackson’s model (see Table 2.2), the organisa-

tion’s mission and values are expressed through their desired competitive strategy. This, in turn, 

leads to a set of required employee behaviours, which would be reinforced by an appropriate set 

of HR practices. The outcome of this would be desired employee behaviours that are aligned 

with the corporate goals, thus demonstrating the achievement of vertical integration.

As you can see, the ‘cost reduction’-led HR strategy is likely to focus on the delivery of effi-

ciency through mainly ‘hard’ HR techniques, whereas the ‘quality enhancement’ and ‘innova-

tion’-led HR strategies focus on the delivery of added value through ‘softer’ HR techniques and 

policies. Thus, all three of these strategies can be deemed ‘strategic’ in linking HR policies and 

practices to the goals of the business and the external context of the firm, and in therefore con-

tributing in different ways to ‘bottom-line’ performance. Another commonly cited competitive 

advantage framework is that of Miles and Snow (1978), who defined generic types of business 

strategy as defenders, prospectors and analysers and matched the generic strategies to appropri-

ate HR strategies, policies and practices – the rationale being that if appropriate alignment is 

achieved between the organisation’s business strategy and its HR policies and practices, a higher 

level of organisational performance will result.

Explore Think of examples of organisations that have adopted innovation, quality enhancement and cost 
reduction strategies? How successful have they been at pursuing their chosen strategy?

Configurational models

One criticism often levelled at the contingency or best-fit school is that its proponents tend to 

oversimplify organisational reality. In attempting to relate one dominant variable external to the 

organisation (e.g. compete on innovation, quality or cost) to another internal variable (e.g. HRM), 

they tend to assume a linear, non-problematic relationship. It is unlikely, however, that an organi-

sation will pursue only a single focus strategy, as organisations have to compete in an ever-

changing external environment where new strategies are constantly evolving and emerging. Thus 

organisations tend to develop hybrid strategies where a quality-focused strategy, for example, 

will often be combined with elements of cost reduction and even innovation. How often in 

organisational change programmes have organisations issued new mission and value statements, 

proclaiming new organisational values of employee commitment, and so on, on the one hand, 

with announcements of compulsory redundancies on the other? Thus cost-reduction reality and 

high-commitment rhetoric often go hand in hand, particularly in a short-termist economy. Delery 

and Doty (1996) noted the limitation of the contingency school, and proposed the notion of the 

configurational perspective. This approach focuses on how unique patterns or configurations of 

multiple independent variables are related to the dependent variable, by aiming to identify ‘ideal 

type’ categories not only of the organisation strategy but also of the HR strategy. The significant 

difference here between the contingency approach and the configurational approach is that these 

configurations represent ‘non-linear synergistic effects and higher-order interactions’ that can 

result in maximum performance (Delery and Doty, 1996: 808). As Marchington et al. (2016: 92) 

note, the key point about the configurational perspective is that it ‘identifies an internally consist-

ent set of HR practices that maximise horizontal integration (internal fit) and then links these 

to alternative strategic configurations in order to maximise vertical integration (external fit)’. 

Thus, put simply, SHRM, according to configurational theorists, requires an organisation to 

develop an HR system that achieves both horizontal and vertical integration, or a form of 
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Strategy Employee role behaviour HRM policies

Innovation A high degree of creative behaviour Jobs that require close interaction and 
coordination among groups of individuals

Longer-term focus Performance appraisals that are more likely to 
reflect long-term and group-based achievement

A relatively high level of cooperative 
interdependent behaviour

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

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

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

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

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

Quality enhancement Relatively repetitive/predictable behaviours Relatively fixed and explicit job descriptions

A more long-term or immediate focus High levels of employee participation in 
decisions relevant to immediate work 
conditions and the job itself

A moderate amount of cooperative 
interdependent behaviour

A mix of individual and group criteria for 
performance appraisal that is mostly short-term 
and results-oriented

A high concern for quality Relatively egalitarian treatment of employees 
and some guarantees of job security

A modest concern for quantity of output Extensive and continuous training and 
development of employees

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

Cost reduction Relatively repetitive and predictable behaviour Relatively fixed and explicit job descriptions that 
allow little room for ambiguity

A rather short-term focus Narrowly designed jobs and narrowly defined 
career paths that encourage specialisation 
expertise and efficiency

Primarily autonomous or individual activity Short-term results-oriented performance 
appraisals

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

High concern for quantity of output Minimal levels of employee training and 
development

Primary concern for results; low risk-taking 
activity; relatively high degree of comfort with 
stability

Source: Schuler and Jackson (1987: NY). Copyright 1987 by Academy of Management (NY).

Table 2.2  Business strategies and associated HR policies
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‘idealised fit’. Delery and Doty use Miles and Snow’s (1978) categories of ‘defender’ and ‘pros-

pector’ to theoretically derive ‘internal systems’ or configurations of HR practices that maximise 

horizontal fit, and then link these to strategic configurations of, for example, ‘defender’ or ‘pros-

pector’ to maximise vertical fit (Table 2.3).

The configurational approach provides an interesting variation on the contingency approach, 

and contributes to the SHRM debate in recognising the need for organisations to achieve both 

vertical and horizontal fit through their HR practices, so as to contribute to an organisation’s 

competitive advantage and therefore be deemed strategic. While Table 2.3 only provides for the 

two polar opposites of ‘defender’ and ‘prospector’ type strategies, the approach does allow for 

deviation from these ideal-type strategies and recognises the need for proportionate deviation 

from the ideal-type HR systems.

In analysing the level of vertical integration evident in organisational practice, it soon becomes 

clear that organisations pursue and interpret vertical integration in different ways. Some organi-

sations adopt a top-down approach to HR ‘strategy-making’, with senior management cascading 

defined strategic objectives to functional departments, who in turn cascade and roll out policies 

Explore What do you see as the key similarities and differences between the contingency and configura-
tional approaches?

HR practices Internal career 

opportunities

Training and 

development

Performance 

management

Employment 

security

Participation Role of HR

Defenders

Low-risk 
strategies
Secure markets
Concentration 
on narrow 
segments
Focus on 
efficiency of 
systems

Sophisticated 
recruitment and 
selection systems
Build talent and 
skills
Career 
development 
opportunities
Retention of key 
skills valued

Focus is on 
longer-term 
development for 
the future and 
emphasis on 
learning

Appraisals are 
development-
oriented
Clear grading 
structure and 
transparency 
valued
Employee share 
schemes

Job security 
highly valued

Employee voice 
valued, through 
established 
systems of 
employee 
involvement, 
grievance and 
trade unions 
where 
recognised
Commitment 
to the 
organisation 
emphasised

Potential for 
strategic role
Well-
established 
department, 
with 
established
HR systems

Prospectors

Innovative, 
high-risk 
strategies
Change and 
uncertainty
Focus on 
entering new 
markets

Buy in talent and 
skills
Limited internal 
career paths

Focus is on short-
term skill needs
Onus is on 
individual to take 
responsibility for 
personal learning 
and development

Appraisals are 
results-oriented
Reward is short-
term 
incentive-based
Performance-
related pay 
based on 
bottom-line 
measures

Employability 
valued

Participation 
and employee 
voice limited

Administrative 
role
Support role

Source: Delery and Doty (1996: 802–35). Copyright 1996 by Academy of Management (NY).

Table 2.3  Gaining maximum vertical and horizontal fit through strategic configurations
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to employees, while others might recognise HRM as a key business partner and involve HR in 

the strategic process. Torrington et al. (2011) have explored the varying interpretations of ‘fit’ or 

‘integration’ by attempting to qualify the degree or levels of integration between an organisa-

tion’s business strategy and its HR strategy. They identified five different relationships or levels 

of ‘vertical integration’ (see Figure 2.4).

In the separation model, there is clearly no vertical integration or relationship between those 

responsible for business strategy and those responsible for HR, and thus there is unlikely to be 

any formal responsibility for human resources in the organisation. The ‘fit’ model according to 

Torrington et al. recognises that employees are key to achieving the business strategy, and therefore 

the HR strategy is designed to fit the requirements of the organisation’s business strategy. This 

‘top-down’ version of fit can be seen in the matching model (Fombrun et al., 1984) and in the 

best-fit models of Schuler and Jackson (1987) and Kochan and Barocci (1985). As you have prob-

ably already identified, these models adopt a classical approach to strategy, assuming that business 

objectives are cascaded down from senior management through departments to individuals.

The ‘dialogue’ model recognises the need for a two-way relationship between those responsible 

for making business strategy decisions and those responsible for making HR decisions. In reality, 

however, in this model the HR role may be limited to passing on essential information to the board 

to enable them to make strategic decisions. The ‘holistic’ model, on the other hand, recognises 

employees as a key source of competitive advantage rather than just a mechanism for implementing 

an organisation’s strategy. HR strategy in this model becomes critical, as people competencies 

become key business competencies. This is the underpinning assumption behind the resource-

based view of the firm (Barney, 1991; Barney and Wright, 1998), discussed later in this chapter. 

The final degree of integration identified by Torrington et al. is the HR-driven model, which 

places HR as a key strategic partner. The HR-driven model ‘sits well with the increasing attention 

being given to the notion of “human capital” where it is the collective nature and quality of the 

people which provide the potential for future competitive advantage’ (Torrington et al., 2011: 63).

Figure 2.4  Torrington et al.’s five levels of ‘vertical integration’
Source: Adapted from Human Resource Management, 4th ed., Prentice Hall (Torrington, D. and Hall, L. 1998) p. 27, Copyright © 
Prentice Hall Europe 1987, 1991, 1995, 1997.
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  Limitations of the best-fit models of SHRM 

 Criticisms of the best-fit approach have identified a number of problems, both in its underlying 

theoretical assumptions and in its application to organisations. One of these key themes is the 

reliance on the classical rational-planning approach to strategy-making, its reliance on deter-

minism and the resulting lack of sophistication in its description of generic competitive strate-

gies ( Miller, 1992 ;  Ritson, 1999 ;  Boxall and Purcell, 2016 ), together with its rejection of societal 

and national cultural influences on HR strategy. As  Boxall and Purcell (2016 : 61) note, the firm 

can never be the complete author of its own HRM. This criticism is partly answered by the 

configurational school, which recognises the prevalence of hybrid strategies and the need for 

HR to respond accordingly ( Delery and Doty, 1996 ). A further criticism is that best-fit models 

tend to ignore employee interests in the pursuit of enhanced economic performance. Thus, in 

reality, alignment tends to focus on ‘fit’ as defined by  Torrington  et al . (2011) , and relies on 

assumptions of unitarism rather than the alignment of mutual interests. It has been argued that 

‘multiple fits’ are needed to take account of pluralist interests and conventions within an organi-

sation, by ensuring that an organisation’s HR strategy meets the mutual interests of both 

shareholders and employees. A third criticism could be levelled at the lack of emphasis on the 

internal context of individual businesses within the same sector and the unique characteristics 

and practices that might provide its main source of sustainable competitive advantage.  March-

ington  et al . (2016 : 96) ask, for example, why does Sainsbury’s prefer to minimise union 

involvement, while Tesco chooses to work closely with the trade union USDAW? A number of 

these criticisms imply a lack of flexibility in the best-fit school of SHRM as, while a ‘tight’ fit 

between an organisation’s HR strategy and its business strategy may provide a key source of 

competitive advantage in a stable business environment, in a dynamic changing environment 

it may prove to be a source of competitive disadvantage as the organisation cannot flex as 

quickly as its rivals. For some time, writers have argued that fit is sometimes not desirable and 

can be counter-productive in an environment of change ( Lengnick Hall and Lengnick Hall, 

1988 ).  Wright and Snell (1998) , drawing on the work of  Milliman  et al . (1991) , argue that this 

reflects an ‘orthogonal perspective’, suggesting that fit and flexibility are at opposite ends of a 

continuum, and therefore cannot co-exist. They support the ‘complementary perspective’ ( Mil-

liman  et al ., 1991 ) and propose that fit and flexibility can co-exist, and are both essential for 

organisational effectiveness. They argue that the strategic management challenge is to cope 

with change by continually adapting to achieve fit between the firm and its external environ-

ment ( Wright and Snell, 1998 : 757). Thus SHRM must promote organisational flexibility in 

order for the firm to achieve dynamic fit.  Wright and Snell (1998 : 759), drawing on the work 

of  Schuler and Jackson (1987) ,  Capelli and Singh (1992) ,  Wright and McMahan (1992)  and 

 Truss and Gratton (1994) , therefore propose a model of SHRM ( Figure   2.5   ) that accounts for 

both fit and flexibility.  

 The model assumes a classical stance towards the strategic management process, as it dem-

onstrates how the implementation of an organisation’s HR strategy needs to ‘fit’ the strategic 

choice made by the business in providing a process where the firm’s strategy identifies the 

required or anticipated skills and behaviours, which then drive the intended HR practices, which 

in turn are operationalised in ‘actual’ HR practices, which influence the ‘actual’ skills and behav-

iours developed. When aligned, these then contribute to organisational performance. This align-

ment may endure and be effective in a stable and predictable environment because it supports 

the competitive needs of the organisation. Thus, fit may exist without any need for flexibility 

being built into the system. However, when the environment becomes unpredictable, it may 

become more difficult for managers to obtain the information they need and align the HR sys-

tems with the strategic process.  Wright and Snell (2005)  suggest that in such environments, 

achieving fit over time may be dependent upon the extent to which flexibility exists in the system, 

thus requiring a flexible HR system. Flexibility is demonstrated in their model by developing HR 

systems that can be adapted quickly, by developing a human capital pool with a broad range of 

Limitations of the best-fit models of SHRM 
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 We have explored the best-fit school of SHRM and its relationship to strategic management 

through the contingency and configurational approaches. The contingency approach recom-

mends a strong relationship to strategic management, whether it be to an organisation’s life cycle 

or to competitive forces. This obviously assumes a classical, rational-planning model of strategic 

management. We have considered this relationship, or vertical integration between an organisa-

tion’s business strategy and its HR strategy, in some detail, defining the varying degrees of fit or 

vertical alignment, and have considered the possibility of providing both fit and flexibility along-

side each other. The configurational approach attempts to answer some of the limitations of the 

contingency approach by identifying ‘ideal type’ categories of both the organisation strategy and 

the HR strategy. It seeks to derive an internally consistent set of HR practices that maximise 

horizontal amd vertical integration. The configurational approach is further explored in the 

‘bundles’ approach to SHRM, which is considered later in this chapter. 

 The best-fit approach to strategic HRM utilises an ‘outside-in’ ( Wright  et al ., 2004 : 37) per-

spective to explain how the strategic management of human resources can deliver competitive 

advantage; thus organisations can gain advantage by aligning HR policies and practices with 

market position and competitive focus. An alternative approach to understanding the relationship 

between SHRM and competitive advantage is the resource-based view of SHRM, which utilises 

an ‘inside-out’ perspective ( Wright  et al ., 2004 : 37), where it is the internal resources of the busi-

ness that are viewed as the key to sustainable competitive advantage. Thus an organisation’s 

skills, knowledge and talent become ‘strategic assets’ and the management of these human 

resources takes on strategic significance.     

  The resource-based view of SHRM 

 The resource-based view (RBV) of the firm focuses on the internal resources of the organisation 

rather than analysing performance in terms of the external context. In other words, the RBV 

perspective analyses strategy from the inside-out, as opposed to the outside-in approach of theo-

ries of best fit (Boselie  et al ., 2014). Advocates of the resource-based view on SHRM help us to 

understand the conditions under which human resources become a scarce, valuable, organisation-

specific, difficult-to-imitate resource, in other words key ‘strategic assets’ ( Winter, 1987 ;  Amit 

and Shoemaker, 1993 ;  Barney and Wright, 1998 ;  Mueller, 1998 ). Proponents of the resource-based 

The resource-based view of SHRM 

 Key controversy 

 External factors, such as technological developments, can mean that the strategies of established organisations can 
become irrelevant – think, for example, of the impact on Kodak as a result of being able to take photos on a mobile 
phone or the impact on the record industry of music streaming and downloads. When asked about the ability of 
Spotify to conquer the music industry, Gustav Soderstrom, the chief product officer, said that Spotify ‘is a pretty good 
concept for what the industry could be . . . but it’s dangerous to build for a future that might not be. It’s dangerous 
to get stuck in your own bubble’. 

 To what extent is organisational strategy building for a future that might not be? Is it better to have no strategy 
than the wrong strategy? 

 Source: Milne, R. (2014), ‘The Spotify effect’,  Financial Times,  25 October. 

 Explore  Reflect on Wright and Snell’s fit/flexibility model (see  Figure   2.5   ). How might an HR professional 
facilitate flexibility? 
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view of the firm (Penrose, 1959; Wernerfelt, 1984; Amit and Shoemaker, 1993) argue that it is the 

range and manipulation of resources, including human resources, that give an organisation its 

‘uniqueness’ and source of sustainable competitive advantage.

Barney (1991) and Barney and Wright (1998) contribute to the debate on SHRM in two 

important ways. First, they provide an economic foundation for examining the role of HRM in 

gaining sustainable competitive advantage. Second, in providing a tool of analysis in the VRIO 

framework (see the following section), and by considering the implications for operationalising 

HR strategy, they emphasise the role of the HR function as a strategic partner in developing and 

sustaining an organisation’s competitive advantage.

The VRIO framework

The resource-based view of SHRM explores the ways in which an organisation’s human resources 

can provide sustainable competitive advantage. This is best explained by the VRIO framework:

● value

● rarity

● inimitability

● organisation.

Value

Organisations need to consider how the HR function can create value. It is quite common in 

organisations to reduce costs through HR, such as the reduction in headcount and the introduc-

tion of flexible working practices, but it is also important to consider how they might increase 

revenue. Reicheld (1996) has identified human resources’ contribution to the business as effi-

ciency, but also as customer selection, customer retention and customer referral, thus highlight-

ing the impact of HR’s contribution through enhanced customer service and customer added 

value. This view is reflected by Thompson (2001) in recognising the paradigm shift from tradi-

tional added value through economy and efficiency to ensuring that the potential value of outputs 

is maximised by making sure that they fully meet the needs of the customers for whom the 

product or service is intended. The suggestion of the RBV is that if the HR function wishes to 

be a ‘strategic partner’, it needs to be understood which human resources contribute the most to 

sustainable competitive advantage in the business, as some human resources may provide greater 

leverage for competitive advantage than others. Hamel and Prahalad (1993) therefore identify 

that productivity and performance can be improved by gaining the same output from fewer 

resources (right-sizing) and by achieving more output from given resources (leveraging). In order 

to achieve this, the HR function must ask themselves the following questions:

● On what basis is the firm seeking to distinguish itself from its competitors? Production effi-

ciency? Innovation? Customer service?

Where in the value chain is the greatest leverage for achieving differentiation? Which employ-

ees provide the greatest potential to differentiate a firm from its competitors?

The value of an organisation’s resources is not sufficient on its own, however, for sustainable 

competitive advantage, because if other organisations possess the same value, then it will provide 

only competitive parity. Therefore an organisation needs to consider the next stage of the frame-

work: rarity.

Explore Answer the above questions with regard to your organisation or one with which you are 
familiar.
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Rarity

The HR manager needs to consider how to develop and exploit rare characteristics of a firm’s 

human resources to gain competitive advantage. For example, US fashion store Nordstrom oper-

ates in the highly competitive retail industry where you would usually expect a lower level of skill 

and subsequently high labour turnover. Nordstrom, however, focused on individual salespeople 

as a key source of its competitive advantage, investing in attracting and retaining young, college-

educated people who were looking for a career in retailing. To ensure horizontal integration, it 

also provided a highly incentive-based compensation system (up to twice the industry average) 

and it encouraged employees to make a ‘heroic effort’ to attend to customers’ needs. Thus, by 

investing in its human resources and ensuring an integrated approach to development and reward, 

Nordstrom has taken a ‘relatively homogeneous labour pool and exploited the rare characteristics 

to gain a competitive advantage’ (Barney and Wright, 1998: 34).

Inimitability

If an organisation’s human resources add value and are rare, they can provide competitive advan-

tage in the short term, but if other firms can imitate these characteristics, then over time competi-

tive advantage may be lost and replaced with competitive parity.

The third element of the VRIO framework requires the HR function to develop and nurture 

characteristics that cannot be easily imitated by the organisation’s competitors. Barney and 

Wright (1998) recognise the significance of ‘socially complex phenomena’ here, such as an organ-

isation’s unique history and culture, which can be used to identify unique practices and behav-

iours that enable organisations to ‘leapfrog’ their competitors. Alchian and Demsetz (1972) also 

identified the contribution of social complexity in providing competitive advantage in their work 

on the potential synergy that results from effective teamwork. They found that this ensured a 

rare and difficult-to-copy commodity for two reasons: first, it provided competitive advantage 

through its causal ambiguity, as the specific source of the competitive advantage was difficult to 

identify; and second, a synergy resulted from its social complexity as team members were 

involved in socially complex relationships that are not transferable across organisations. So char-

acteristics such as trust and good relationships become firm-specific assets that provide value, 

are rare and are difficult for competitors to copy.

Organisation

Finally, to ensure that the HR function can provide sustainable competitive advantage, the VRIO 

framework suggests that organisations need to ensure that they are organised, so that they can 

capitalise on adding value, rarity and imitability. This implies a focus on horizontal integration, 

or integrated, coherent systems of  HR practices rather than individual practices, which enables 

employees to reach their potential (Guest, 1987; Wright and Snell, 1991; Wright et al., 1996; 

Gratton et al., 1999). This requires organisations to ensure that their policies and practices in 

the HR functional areas are coordinated and coherent, and not contradictory.

Mueller (1998), in advocating the RBV, argues that ‘the existing theorising in strategic HRM 

needs to be complemented by an evolutionary perspective on the creation of human resource 

competencies’. He echoes Mintzberg’s (1987) concerns that an overly rationalistic approach to 

strategy-making tends to focus too much attention on past successes and failures, when what is 

really needed is a level of strategic thinking that is radically different from the past. He identifies 

a lack of theoretical and empirical evidence to justify the emphasis on rational, codified policies 

of HRM, and reflects Bamberger and Phillips (1991) in describing HR strategy as an ‘emergent 

pattern in a stream of human-resource-related decisions occurring over time’. Mueller (1998) is 

wary of the claimed relationship between SHRM and the overall financial performance of an 

organisation. He argues that enlightened best-practice HR activities do not automatically trans-

late into competitive superiority, but rather require more complex and subtle conditions for 

human resources to become ‘strategic assets’. He defines these as ‘the social architecture’ or 

‘social patterns’ within an organisation that build up incrementally over time and are therefore 
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difficult to copy. The focus on ‘social architecture’ rather than culture is deliberate, as it provides 

an emphasis on developing and changing behaviours rather than values, which are notoriously 

difficult to change (Ogbonna, 1992). Mueller identifies an organisation’s ‘social architecture’ as 

a key element in the resource-based view of SHRM, together with an embedded ‘persistent 

strategic intent’ on the part of senior management and embedded learning in daily work routines, 

which enable the development of ‘hidden reservoirs’ of skills and knowledge, which in turn can 

be exploited by the organisation as ‘strategic assets’. The role of HR is then to channel these 

behaviours and skills so that the organisation can tap into these hidden reservoirs. This thinking 

is reflected in the work of Hamel and Prahalad (1993, 1994), discussed in the following section.

The HR architecture approach (e.g. Lepak and Snell, 2007) further develops these ideas by 

suggesting that organisations adopt differing approaches to different categories of employees, 

depending on their perceived strategic value to the organisation and the unique nature of their 

skills. Four categories of worker can be identified (Marchington et al., 2016: 101):

● Workers with high strategic value and unique skills. These workers are seen as core to the 

organisation and receive quality enhancement HRM.

● Workers of high strategic value but with skills that are readily available in the external labour 

market. These workers are directly employed but are treated less well.

● Workers with low strategic value and with skills readily available in the labour market. These 

workers may be employed on short-term contracts or the work may be outsourced to other 

firms.

● Workers with high skills that are not considered central to organisational goals. These workers 

may be directly employed or provided on a consultancy basis.

Explore What are the key advantages and disadvantages of adopting different HR practices for different 
groups of workers?

Applying the resource-based view of SHRM

In adopting a focus on the internal context of the business, HR issues and practices are core to 

providing sustainable competitive advantage, as they focus on how organisations can define and 

build core competencies or capabilities that are superior to those of their competitors. One key 

framework here is the work of Hamel and Prahalad (1993, 1994) and their notion of ‘core com-

petencies’ in their ‘new strategy paradigm’. Hamel and Prahalad (1994) argue that in most com-

panies, the emphasis is on competing in the present, which means that too much management 

energy is devoted to preserving the past and not enough to creating the future. Thus it is organi-

sations that focus on identifying and developing their core competencies that are more likely to 

be able to stay ahead of their competitors. The key point here is not to anticipate the future but 

to create it, not only by focusing on organisational transformation and competing for market 

share, but also by regenerating strategies and competing for opportunity share. In creating the 

future, strategy is seen not only as learning, positioning and planning but also as forgetting, 

foresight and strategic architecture, where strategy goes beyond achieving ‘fit’ and resource allo-

cation to achieving ‘stretch’ and resource ‘leverage’. The level of both tacit and explicit knowl-

edge within the firm, coupled with the ability of employees to learn, becomes crucial. Indeed, 

Boxall and Purcell (2016) argue that there is little point in making a distinction between the 

resource-based view and the knowledge-based view of the firm, as both approaches advocate that 

it is a firm’s ability to learn faster than its competitors that leads to sustainable competitive 

advantage.
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When organisations grow through mergers or acquisitions, it has been argued that the 

resource-based view takes on further significance. When mergers and acquisitions fail, it is often 

not at the planning stage but at the implementation stage (Hunt et al., 1987), and people and 

employee issues have been noted as the cause of one-third of such failures in one survey (Marks 

and Mirvis, 1982). Thus ‘human factors’ have been identified as crucial to successful mergers 

and acquisitions. The role of human resources shifts to a ‘strategic’ focus on ‘managing capabil-

ity’ and ‘know-how’, and ensuring that organisations retain both tacit and explicit knowledge 

(Nonaka and Takeuchi, 1995) in order to become more innovative, as organisations move to 

knowledge-based strategies as opposed to product-based ones.

The RBV has recognised that both human capital and organisational processes can add value 

to an organisation, but they are likely to be more powerful when they mutually reinforce and 

support one another. The role of the HR function in ensuring that exceptional value is achieved 

and in assisting organisations to build competitive advantage lies in its ability to implement an 

integrated and mutually reinforcing HR system that ensures that appropriate talent is identified, 

developed, rewarded and managed in order to reach its full potential. This theme of horizontal 

integration or achieving congruence between HR policies and practices is developed further in 

the next section on the best-practice approach to SHRM.

Key controversy

The resource-based view focuses on the internal resources (including people) that can provide competitive advantage 
to organisations, but has been criticised for paying insufficient attention to the external environment. To what extent 
do you agree with this view?

Limitations of the resource-based view

The RBV is not without its critics, particularly in relation to the strong focus on the internal 

context of the business. Some writers have suggested that the effectiveness of the RBV is inex-

tricably linked to the external context of the firm (Porter, 1991; Miller and Shamsie, 1996). They 

have recognised that the RBV provides more added value when the external environment is less 

predictable. Other writers have noted the tendency for advocates of the RBV to focus on differ-

ences between firms in the same sector as sources of sustainable competitive advantage. This 

sometimes ignores the value and significance of common ‘baseline’ or ‘table stake’ (Hamel and 

Prahalad, 1994) characteristics across industries, which account for their legitimacy in that 

particular industry. Thus in the retail sector, there are strong similarities in how the industry 

employs a mix of core and peripheral labour, with the periphery tending to be made up of rela-

tively low-skilled employees who traditionally demonstrate higher rates of employee turnover. 

Thus, in reality, economic performance and efficiency tend to be delivered through right-sizing, 

by gaining the same output from fewer and cheaper resources, rather than through leverage by 

achieving more output from given resources. The example of B&Q in the UK, employing more 

mature people as both their core and particularly their peripheral workforce, shows how an 

organisation can partially differentiate itself from its competitors by focusing on adding value 

through the knowledge and skills of its human resources. Thus leverage is gained as the knowl-

edge of B&Q’s human resources adds value to the level of customer service provided, which 

theoretically in turn will enhance customer retention and therefore shareholder value. An explo-

ration of the empirical evidence to support this relationship between SHRM and organisational 

performance is discussed in more detail in the next section: the best-practice approach to 

SHRM.
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  Best-practice SHRM: high-commitment models 

 The notion of  best-practice or ‘high-commitment’ HRM was introduced in the previous 

chapter (see  Chapter   1   ) and can be identified as a key theme in the development of the SHRM 

debate. These models argue that all organisations will benefit and see improvements in organi-

sational performance if  they identify, gain commitment to and implement a set of best HRM 

practices. Since the early work of  Beer  et al . (1984 ) and  Guest (1987) , there has been much work 

done on defining sets of HR practices that enhance organisational performance. These models 

of best practice can take many forms. While some have advocated a  universal  set of HR prac-

tices that would enhance the performance of all organisations they were applied to ( Pfeffer, 

1994 ,  1998 ), others have focused on high-commitment models ( Walton, 1985 ;  Wood and de 

Menezes, 1998 ;  Guest, 2001 ) or ‘human capital-enhancing’ practices ( Youndt  et al ., 1996 ) and 

high-involvement practices ( Wood, 1999 ;  Guthrie, 2001 ) which reflect an underlying assump-

tion that a strong commitment to the organisational goals and values will provide competitive 

advantage. 

 Others have focused on ‘high-performance work systems/practices’ ( Berg, 1999 ;  Applebaum 

 et al ., 2000 ). There is now an extensive body of research exploring the relationship between these 

‘sets of HR practices’ and organisational performance, but it is still difficult to reach generalised 

conclusions from these studies ( Guest, 2011 ). This is mainly as a result of conflicting views about 

what constitutes an ideal set of HR best practices, whether they should be horizontally integrated 

into ‘bundles’ that fit the organisational context or not, and the contribution these sets of HR 

practices can make to organisational performance (see  Kaufman, 2015 ). 

  Universalism and high-commitment bundles 

 One of the best-practice models most commonly cited is  Pfeffer’s (1998)  list of seven key practices 

of effective HRM: 

   1. Employment security  

  2. Rigorous selection processes  

   3. Team-working   

  4. High pay linked to organisational performance  

  5. Training and development  

  6. Reduced status differentials  

   7. Information sharing  

 The relevance of this list in a European context has been questioned owing to Pfeffer’s lack of 

commitment to independent worker representation and joint regulation ( Boxall and Purcell, 2016 ). 

 Marchington  et al . (2016 : 57) have adapted Pfeffer’s list and drawn on additional sources to add 

‘employee involvement and participation, worker voice’, ‘performance review, appraisal and career 

development’ and ‘work–life balance’ to the key components of high-commitment HRM. 

 With the universalist approach or ‘ideal set of practices’ ( Guest, 1997 ), the concern is how 

close organisations can get to the ideal set of practices, the hypothesis being that the closer an 

organisation gets, the better it will perform in terms of higher productivity, service levels and 

profitability. The role of HR therefore becomes one of identifying and gaining senior manage-

ment commitment to a set of HR best practices and ensuring that they are implemented and 

Best-practice SHRM: high-commitment models 
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that reward is distributed accordingly. The key to Pfeffer’s universal approach is the provision 

of employment security, as this underpins the effectiveness of the other practices. Pfeffer recog-

nises that employees are unlikely to commit to the organisation and share their knowledge and 

ideas without some mutual recognition of employment security. Critics of Pfeffer have ques-

tioned the feasibility of providing employment security, particularly in a weak economic cli-

mate, as ‘downsizing’ or ‘right-sizing’ is often viewed as the favoured HR option when faced 

with an economic downturn. However, there have been examples of organisations, such as 

Toyota, in which management and worker representatives negotiated a reduction in pay and 

hours rather than cutting jobs in order to maintain employment security and employee com-

mitment (Millward, 2009).

As discussed previously (see Chapter 1), one of the difficulties with the best-practice approach 

is the variation in what constitutes best practice. Lists of best practices vary in their constitution 

and in their relationship to organisational performance. A sample of these variations is provided 

in Table 2.4. Such discrepancies in lists of best practices result in confusion about which particu-

lar HR practices constitute high commitment and in a lack of empirical evidence and ‘theoretical 

Pfeffer 
(1998)

MacDuffie 
(1995)

Huselid 
(1995)

Arthur 
(1994)

Delery and 
Doty (1996)

Luthans and 
Sommer (2005)

Stavrou and 
Brewster (2005)

Employment 
security

Selective 
hiring

Extensive 
training

Sharing 
information

Self-managed 
teams

High pay 
contingent on 
company 
performance

Reduction of 
status 
differentials

Self-directed 
work teams

Job rotation

Problem-
solving 
groups

TQM

Suggestions 
forum

Contingent 
pay

Hiring 
criteria, 
current job 
versus 
learning

Induction 
and initial 
training 
provision

Hours per 
year of 
training

Contingent 
pay

Hours per year 
of training

Information-
sharing

Job analysis

Selective hiring

Attitude 
surveys

Employment 
tests

Grievance 
procedure

Formal 
performance 
appraisal

Promotion 
criteria

Selection ratio

Benefits/total 
labour costs

Self-directed 
work teams

Problem-
solving groups

Contingent 
pay

Hours per 
year of 
training

Conflict 
resolution

Job design

Percentage of 
skilled workers

Supervisor 
span of 
control

Social events

Average total 
labour costs

Internal 
career 
opportunities

Training

Results-
oriented 
appraisals

Profit-sharing

Employment 
security

Participation

Job 
descriptions

Information-
sharing

Job design 
programmes

Job analysis 
methods

Participation 
programmes

Incentive-based 
compensation 
bundle

Benefits

Training

Grievance

Selection and 
staffing

Performance 
appraisal

Training

Share options

Evaluation of HR

Profit-sharing

Group bonus

Merit pay

Joint HR–
management 
bundle

Communication 
on strategy

Communication 
on finance

Communication 
on change

Communication 
on organisation 
of work

Career

Wider jobs

Communication 
to management

Source: Adapted from Becker and Gerhart (1996: 785) and Stavrou and Brewster (2005).

Table 2.4  Variations among lists of best practice
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rigour’ ( Guest, 1987 : 508) to support claims of universal application.  Capelli and Crocker-Hefter 

(1996 : 7) argue that ‘a single set of best practices may, indeed, be overstated. . . . We argue that 

[it is] distinctive human resource practices that help to create unique competencies that differenti-

ate products and, in turn, drive competitiveness.’  

 A key theme that emerges in relation to best-practice HRM is that individual practices cannot 

be implemented effectively in isolation ( Storey, 1992 ); combining them into integrated and 

complementary bundles is therefore crucial ( MacDuffie, 1995 ). MacDuffie believes that a ‘bun-

dle’ creates the multiple, reinforcing conditions that support employee motivation, given that 

employees have the necessary knowledge and skills to perform their jobs effectively ( Stavrou 

and Brewster, 2005 ). Thus the notion of achieving horizontal integration within and between 

HR practices gains significance in the best-practice debate. Horizontal alignment with other 

functional areas has also been highlighted by some writers as a key element in enhancing the 

effectiveness of other organisational practices and therefore organisational performance.  Lawler 

 et al . (1995)  identified the link between HRM and total quality management (TQM), and simi-

larly  MacDuffie (1995)  identified HR practices as integral to the effectiveness of  lean 

production. 

 The need for  horizontal integration  in the application of SHRM principles is one element that 

is found in the configurational school of thought, in the resource-based view approach and in 

certain best-practice models. It emphasises the coordination and congruence between HR prac-

tices through ‘a pattern of planned action’ ( Wright and McMahan, 1999 ). In the configurational 

school, cohesion is thought likely to create synergistic benefits, which in turn enable the organisa-

tion’s strategic goals to be met.  Roche (1999 : 669), in his study on Irish organisations, noted that 

‘organisations with a relatively high degree of integration of human resource strategy into busi-

ness strategy are much more likely to adopt commitment-oriented bundles of HRM practices’. 

Where some of the best-practice models differ is in those that advocate the ‘universal’ application 

of SHRM, notably  Pfeffer (1994 ,  1998 ). Pfeffer’s argument is that best practice may be used in 

any organisation, irrespective of product life cycle, market situation or workforce characteristics, 

and improved performance will ensue. This approach ignores potentially significant differences 

in organisations, industries, sectors and countries. The work of  Delery and Doty (1996)  has 

highlighted the complex relationship between the management of human resources and organi-

sational performance, and their research supports the contingency approach ( Schuler and Jack-

son, 1987 ) in indicating that there are some key HR practices, specifically internal career 

opportunities, results-oriented appraisals and participation/voice, that must be aligned with the 

business strategy (in other words, that are context-specific). The best-practice ‘bundles’ approach, 

however, is additive, and accepts that as long as there is a core of integrated high-commitment 

practices, other practices can be added or ignored and still produce enhanced performance. 

Within many high-commitment-based models, there is an underlying assumption of unitarism, 

which ignores the inherent pluralist values and tensions present in many organisations. Coupled 

with further criticisms of context avoidance and assumed rationality between implementation 

and performance, the best-practice advocates, particularly the universalists, are not without 

their critics.   

  HRM and performance 

 In recognising HRM systems as ‘strategic assets’ and in identifying the strategic value of a skilled, 

motivated and adaptable workforce, the relationship between SHRM and organisational perfor-

mance moves to centre stage. The traditional HR function, when viewed as a cost centre, focuses 

on transactions, practices and compliance. When this is replaced by an SHRM system, it is 

viewed as an investment and focuses on developing and maintaining a firm’s strategic infrastruc-

ture ( Becker  et al ., 1997 ). The strategic role of HRM then might be characterised as ‘organisa-

tional systems designed to achieve  competitive advantage  through people’ ( Snell  et al ., 1996 : 62). 

HRM and performance 
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In turn, competitive advantage may be defined as a set of capabilities or resources giving an 

organisation an advantage that leads to superior performance relative to that of its competitors 

(Wiggins and Ruefli, 2002: 84). Thus the relationship between HRM and organisational perfor-

mance becomes significant, both in terms of defining appropriate HR systems and in terms of 

identifying methods to evaluate and measure the contribution of HR systems.

It is not surprising, therefore, that there is an extensive body of work that focuses on the 

contribution of such HR systems to organisational performance (MacDuffie, 1995; Stroh and 

Caligiuri, 1998; Perry-Smith and Blum, 2000; Stavrou and Brewster, 2005). This systems approach 

and concentration on ‘bundles’ of integrated HR practices is at the centre of thinking on high-

performance work practices. The seminal work of Huselid (1995) and Huselid and Becker (1996) 

identified integrated systems of high-performance work practices – those activities that improve 

employees’ knowledge, skills and abilities and enhance employee motivation – as significant 

economic assets for organisations, concluding that ‘the magnitude of the return on investment 

in high performance work practices is substantial’ (Huselid, 1995: 667). Zigarelli (1996: 63) 

identified that Huselid’s study went beyond merely justifying the existence of the HR manager. 

In an increasingly competitive business environment where sources of competitive advantage are 

scarce, Huselid’s work identified that SHRM can provide such an edge, as a high-quality, highly 

motivated workforce is a difficult advantage for competitors to replicate.

This differs from the universal approach, and is indicative of a configurational approach 

(Delery and Doty, 1996) in that high-performance work practices are recognised as being highly 

idiosyncratic and in need of being tailored to meet an individual organisation’s specific context 

in order to provide maximum performance. These high-performance work practices will only 

have a strategic impact, therefore, if they are aligned and integrated with each other and if the 

total HRM system supports key business priorities. Instead of focusing on the effects of indi-

vidual HR policies and practices on individual outcomes, then, it becomes necessary to explore 

the impact-specific configurations, or systems of HRM on organisational-level outcomes 

(Luthans and Sommer, 2005: 328). This requires a ‘systems’ thinking approach on the part of 

HR managers, which enables them to avoid ‘deadly combinations’ (Delery, 1998) of HR practices 

that work against each other (e.g. team-based culture and individual performance-related pay) 

and seek out ‘powerful connections’ or synergies between practices (e.g. building up new employ-

ees’ expectations through sophisticated selection and meeting them through appropriate induc-

tion, personal development plans and reward strategies).

The impact of HRM practices on organisational performance has been recognised as a key 

element of differentiation between HRM and SHRM. Much research interest has been generated 

in exploring the influence of high-performance work practices on shareholder value (Huselid, 

1995) and on human capital management (Ulrich et al., 1995; Ulrich, 1997). For example, Youndt 

et al. (1996) demonstrated that productivity rates were higher in manufacturing plants where the 

HR strategy focused on enhancing human capital, and Huselid et al. (1997) found that increased 

HRM effectiveness corresponded to a 5.2 per cent estimated increase in sales per employee, a 

16.3 per cent increase in cash flow and an estimated 6 per cent increase in market value. Studies 

in the UK have demonstrated similar findings. A survey by Patterson et al. (1997), published for 

the CIPD, cited evidence for HRM as a key contributor to improved performance. Patterson et al. 

argued that 17 per cent of the variation in company profitability could be explained by HRM 

practices and job design, as opposed to just 8 per cent from research and development, 2 per cent 

from strategy and 1 per cent from both quality and technology. Other studies have reviewed the 

links between high-commitment HRM and performance, and two studies by Guest et al. (2000a, 

2000b) have argued the economic and business case for recognising people as a key source of 

competitive advantage in organisations and therefore as key contributors to enhanced organisa-

tional performance. Further, Gelade and Ivery (2003) noted significant correlations among work 

climate, HR practices and business performance in the UK banking industry. Stavrou and Brew-

ster (2005) have noted, however, that while the connection between HRM and performance has 

been extensively researched in the USA, there is a need for further studies to explore HRM 

approaches that are indigenous to the European Union.
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Becker and Gerhart (1996: 793) argued that future work on the strategic perspective of HRM 

‘must elaborate on the black box between a firm’s HR systems and the firm’s bottom line’. They 

recognised that there was a need to understand how and why HR policies influence performance 

which goes beyond a basic input–output model. It could be argued that the AMO theory of 

Applebaum et al. (2000) (see Chapter 1) sets out to do this, where organisational performance 

is viewed as the sum of employees’ abilities, motivations and opportunities to participate, which 

when managed appropriately will encourage employees to demonstrate discretionary behaviour. 

An employee’s willingness to demonstrate discretionary behaviour was found to have clear links 

to organisational performance. Purcell et al. (2003) developed the AMO concept in their Bath 

People and Performance model, which identified 11 HR practices that contributed to organisa-

tional performance, through supporting the development of employee ability, motivation and 

providing opportunities to demonstrate discretionary behaviour (Figure 2.6). They reflected 

that the critical link in the HRM black box is how HR practices influence employee attitudes 

and improve worker performance in ways that are beneficial to the employing organisation 

(Purcell and Hutchinson, 2007). This led to recognition of the key role of the front-line manager 

in the SHRM/organisational performance equation. Front-line managers were seen as key to 

enacting HR policy and practice and engaging in leadership behaviour that translates strategic 

HR choices to effective implementation, thereby influencing employee attitude and behaviour. 

Thus, while much HR literature has focused on exploring the relationship with organisational 

performance in terms of HR strategic choices in relation to identifying appropriate HR roles 

(Ulrich and Brockbank, 2005), or in selecting appropriate HR practices that either fit the 

Figure 2.6  The Bath People and Performance model
Source: Adapted from Understanding the People and Performance Link: Unlocking the Black Box, Chartere (Purcell, J., Kinnie, N., 
Hutchinson, S., Rayton, B. and Swart, J 2003) with the permission of the publisher, the Chartered Institute of Personnel and 
Development, London (www.cipd.co.uk).
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business strategy ( Schuler and Jackson, 1987 ) or generate high commitment ( Huselid, 1995 ; 

 MacDuffie, 1995 ;  Pfeffer, 1998 ), there has not been much attention paid to the key influencers 

in the effective implementation of HR strategy, the role of the front-line manager ( Purcell and 

Hutchinson, 2007 ).   

  SHRM and performance: The critique 

 While research studies devoted to demonstrating the link between SHRM and performance have 

increased ( Wright and Haggerty, 2005 ), they are still the subject of much criticism. Criticisms 

aimed at advocates of the high-commitment/performance link are mainly centred on the validity 

of the research methods employed ( Wall and Wood, 2005 ), the lack of theoretical underpinning 

( Dyer and Reeves, 1995 ;  Becker and Gerhart, 1996 ;  Wright  et al ., 2003 ), problems associated with 

inconsistencies in the best-practice models used ( Becker and Gerhart, 1996 ;  Wright and Gardner, 

2003 ;  Marchington  et al ., 2016 ) and the lack of emphasis on the examination of the level of either 

vertical or horizontal alignment ( Wall and Wood, 2005 ). This has led some researchers to be more 

circumspect in their analysis of the relationship between SHRM and performance ( Marchington 

and Grugulis, 2000 ). In their 2003 study,  Wright and Gardner (2003 : 312) suggest that HR prac-

tices are only ‘weakly’ related to firm performance, and  Godard (2004 : 355) suggests that in 

liberal market economies the generalisability is likely to be low. 

 In terms of research methodology,  Wall and Wood (2005)  identified that the least satisfactory 

survey method is to use single source respondents as it is unlikely that one individual will have 

complete understanding of business strategy, business performance and HR practices. In their 

review of 25 research studies, including many key studies on SHRM and performance, Wall and 

Wood identified that 21 of the studies had used single respondents as the sole source of data. 

They therefore argue that future progress in justifying the relationship between SHRM and organ-

isational performance depends on using large-scale, long-term research or ‘big science’ in partner-

ship among research, practitioner and government communities ( Wall and Wood, 2005 : 429). 

 In terms of evidence, it is difficult to pinpoint whether it is the HR practices that in turn led to 

enhanced organisational performance or whether financial success has enabled the implementation 

of appropriate HR practices. It is difficult to see how organisations operating in highly competitive 

markets, with tight financial control and margins, would be able to invest in some of the HR 

practices advocated in the best-practice models. This is not to say that HR could not make a con-

tribution in this type of business environment, but rather that the contribution would not be that 

espoused by the best-practice models. Here, the enhanced performance could be delivered through 

the efficiency and tight cost control more associated with ‘hard’ HR practices ( Storey, 2007 ) and 

the contingency school. A further difficulty is the underlying theme of ‘unitarism’ pervading many 

of the best-practice approaches. As  Boxall and Purcell (2016)  note, many advocates of best-

practice, high-commitment models tend to ‘fudge’ the question of pluralist goals and interests. If 

the introduction of best-practice HR could meet the goals of all stakeholders within the business 

equally, the implementation of such practices would not be problematic. However, it is unlikely 

that this would be the case, particularly within an economy driven by short-term thinking, where 

the majority of organisations are looking primarily to increase return on shareholder value (see 

 Thompson, 2011 ). Thus, if this return can best be met through cost-reduction strategies or increas-

ing leverage in a way that does not fit employees’ goals or interests, how can these practices engen-

der high commitment and therefore be labelled ‘best practice’? It is not surprising, therefore, that 

ethical differences between the  rhetoric  of human resource best practice and the  reality  of human 

resource real practices are highlighted ( Legge, 1998 ). High-commitment models, therefore, which 

at first appear to satisfy ethical principles in treating employees with respect and as ends in their 

own right, rather than as means to other ends ( Legge, 1998 ), in reality can assume a utilitarian 

perspective, where it is deemed ethical to use employees as a means to an end, if it is for the greater 

good of the organisation. This might justify downsizing and right-sizing strategies.     

SHRM and performance: The critique 
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  Measuring the impact of SHRM on performance 

 We have so far considered the complexity of the SHRM debate and recognised that our under-

standing and application of SHRM principles are contingent upon the particular body of litera-

ture in which we cite our analysis. It is now appropriate to consider in more detail how strategic 

management processes in firms can be improved to deal more effectively with key HR issues and 

take advantage of HR opportunities. A study by Ernst & Young in 1997 (cited in  Armstrong and 

Baron, 2002 ) found that more than a third of the data used to justify business analysts’ decisions 

were non-financial, and that when non-financial factors, notably ‘human resources’, were taken 

into account, better investment decisions were made. 

 This presents an opportunity for HR professionals to develop business capability and dem-

onstrate the contribution of SHRM to organisational performance. One method that is worthy 

of further consideration is the balanced scorecard ( Kaplan and Norton, 1996 ,  2001 ). This is 

also concerned with relating critical non-financial factors to financial outcomes by assisting 

firms to map the key cause–effect linkages in their desired strategies. Interestingly, Kaplan and 

Norton challenge the short-termism found in many Western traditional budgeting processes 

and, as with the Ernst & Young study, they imply a central role for HRM in the strategic man-

agement of the firm and importantly suggest practical ways for bringing it about ( Boxall and 

Purcell, 2016 ). 

 Kaplan and Norton identify the significance of executed strategy and the implementation 

stage of the strategic management process as key drivers in enhancing organisational perfor-

mance. They recognise, along with  Mintzberg (1987) , that ‘business failure is seen to stem mostly 

from failing to implement and not from failing to have wonderful visions’ ( Kaplan and Norton, 

2001 : 1). Therefore, as with the resource-based view, implementation is identified as a key process 

that is often poorly executed. 

 Kaplan and Norton adopt a stakeholder perspective, based on the premise that for an organi-

sation to be considered successful it must satisfy the requirements of key stakeholders, namely 

investors, customers and employees. They suggest identifying objectives, measures, targets and 

initiatives on four key perspectives of business performance: 

   1.   Financial:     ‘To succeed financially, how should we appear to our shareholders’?  

  2.   Customer:     ‘To achieve our vision, how should we appear to our customers’?  

Measuring the impact of SHRM on performance 

 Key controversy 

 If ‘best practice’ HRM is applied to meet the strategic goals of the organisation, to what extent are these practices also 
in the best interests of key stakeholders, particularly employees, in the organisation? 

 One of the key components of Pfeffer ’s list of HRM practices is pay contingent on organisational perfor-
mance, that is, when an organisation is performing well, employees will be rewarded accordingly. However, 
there have been many recent cases where senior managers of poorly performing organisations 
have been rewarded with large payoffs. To what extent do such practices undermine the principles of ‘best 
practice’ HRM? 
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3. Internal business processes: ‘To satisfy our shareholders and customers, what business pro-

cesses must we excel at’?

4. Learning and growth: ‘To achieve our vision, how will we sustain our ability to change and 

improve’?

They recognise that investors require financial performance, measured through profitability, 

market value and cash flow or economic value added (EVA). Customers require quality prod-

ucts and services, which can be measured by market share, customer service, customer reten-

tion and loyalty or customer value added (CVA). Employees require a healthy place to work 

that recognises opportunities for personal development and growth. These can be measured 

by attitude surveys, skill audits, performance appraisal criteria, which recognise not only what 

they do, but what they know and how they feel, or people value added (PVA). They can be 

delivered through appropriate and integrated systems, including HR systems. The balanced 

scorecard approach therefore provides an integrated framework for balancing shareholder and 

strategic goals, and extending those balanced performance measures down through the organi-

sation, from corporate to divisional to functional departments and then on to individuals 

(Grant, 2010).

By balancing a set of strategic and financial goals, the scorecard can be used to reward current 

practice and also offer incentives to invest in long-term effectiveness, by integrating financial 

measures of current performance with measures of ‘future performance’. Thus it provides a 

template that can be adapted to provide the information that organisations require now and in 

the future for the creation of shareholder value. The balanced scorecard at Sears, for example, 

(Yeung and Berman, 1997: 324; Rucci et al., 1998), focused on the creation of a vision that the 

company was ‘a compelling place to invest’, ‘a compelling place to shop’ and ‘a compelling place 

to work’, whereas the balanced scorecard at Mobil North American Marketing and Refining 

(Kaplan and Norton, 2001) focused on cascading down financial performance goals into specific 

operating goals, through which performance-related pay bonuses were determined.

Kaplan and Norton (2001) recognise the impact that key HR activities can have on business 

performance in the learning and growth element of the balanced scorecard. Employee skills, 

knowledge and satisfaction are identified as improving internal processes, and therefore contrib-

uting to CVA and EVA. Thus the scorecard provides a mechanism for integrating key HR per-

formance drivers into the strategic management process. Boxall and Purcell (2016) highlight the 

similarities between Kaplan and Norton’s (2001: 93) learning and growth categories of strategic 

competencies (skills and knowledge required by employees to support the strategy), strategic 

technologies (information support systems required to support the strategy) and climate for 

action (the cultural shifts needed to motivate, empower and align the workforce behind the 

strategy) and the AMO theory of  performance, where performance is seen as a function of 

employee ability, motivation and opportunity. Thus the balanced scorecard contributes to the 

development of SHRM, not only in establishing goals and measures to demonstrate cause–effect 

linkages, but also in encouraging a process that stimulates debate and shared understanding 

between the different areas of the business. However, the balanced scorecard approach does not 

escape criticism, particularly in relation to the measurement of some HR activities that are not 

directly linked to productivity, thus requiring an acknowledgement of the multidimensional 

nature of organisational performance and a recognition of multiple ‘bottom lines’ in SHRM. 

Boxall and Purcell (2016) suggest the use of two others besides labour productivity: organisa-

tional flexibility and social legitimacy. So, although the balanced scorecard has taken account 

of the impact and influence of an organisation’s human resources in achieving competitive advan-

tage, there is still room for the process to become more HR-driven.
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  Concluding comments 

 Given the increasing profile of SHRM in creating organisational competitive advantage and the 

subsequent complexity in interpreting and applying SHRM principles, there appears to be agree-

ment on the need for more theoretical development in the field, particularly regarding the rela-

tionship between strategic management and HRM and the relationship between SHRM and 

performance ( Wright and McMahan, 1992 ;  Guest, 1997 ;  Wright and McMahan, 1999 ;  Boxall 

and Purcell, 2016 ). This chapter has reviewed key developments and alternative frameworks in 

the field of SHRM in an attempt to clarify its meaning so that the reader is able to make an 

informed judgement as to the meaning and intended outcomes of SHRM. Thus SHRM is dif-

ferentiated from HRM in a number of ways, particularly in its movement away from a micro 

perspective on individual HR functional areas to the adoption of a macro perspective (  Butler  et al ., 

1991 ;  Wright and McMahan, 1992 ), with its emphasis on vertical integration ( Schuler and 

Jackson, 1987 ;  Guest, 1989 ;  Tyson, 1997 ) and horizontal integration ( Baird and Meshoulam, 

1988 ;  MacDuffie, 1995 ). It therefore becomes apparent that the meaning of SHRM tends to lie 

in the context of organisational performance, although organisational performance can be inter-

preted and measured in a variety of ways. These may range from delivering efficiency and flexibil-

ity through cost-reduction-driven strategies through the implementation of what may be termed 

‘hard HR techniques’ ( Schuler and Jackson, 1987 ), to delivering employee commitment to organi-

sational goals through ‘universal sets’ of HR practices ( Pfeffer, 1994 ,  1998 ) or ‘bundles’ of inte-

grated HR practices ( Huselid, 1995 ;  Delery and Doty, 1996 ), to viewing human resources as a 

source of human capital and sustainable competitive advantage ( Barney, 1991 ;  Barney and Wright, 

1998 ) as well as a core business competence and a key strategic asset ( Hamel and Prahalad, 1993 , 

 1994 ). As mentioned in the introductory section, what is often missing from prescriptive and even 

critical analyses of SHRM is the way in which the ‘regime of accumulation’ and the drive towards 

financialisation shapes and structures behaviours and outcomes within business. As you can see, 

there are conflicting views as to the meaning of SHRM and the contribution SHRM can make 

to an organisation.   

     Summary 

   ●   This chapter has charted the development of SHRM, exploring the links between the strategic 

management literature and SHRM. It has examined the different approaches to SHRM identified 

in the literature, including the best-fit approach, the best-practice approach, the configurational 

approach and the resource-based view, in order to understand what makes HRM strategic.  

  ●   A key claim of much SHRM literature is a significant contribution to a firm’s  competitive 

advantage,  whether it is through cost-reduction methods or more often  added value  through 

best-practice HR policies and practices. An understanding of the business context and par-

ticularly of the ‘strategy-making’ process is therefore considered central to developing an 

understanding of SHRM.  

  ●    Whittington’s (1993 ,  2001 ) typology was used to analyse the different approaches to ‘strategy-

making’ experienced by organisations and to consider the impact this would have on our 

understanding of the development of SHRM. The influence of the classical, rational-planning 

approach on the strategic management literature and therefore SHRM literature was noted, 

with its inherent assumption that strategy-making is a rational, planned activity. This ignores 

some of the complexities and ‘messiness’ of  the strategy-making process identified by 

Concluding comments 
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Mintzberg and others. Other approaches that recognised the constituents of this ‘messiness’, 

namely the processual approach, the evolutionary approach and the systemic approach, were 

identified. These took account of changes and competing interests in both the external and 

internal business environments. Significantly for HRM, there is a recognition that it is not 

always appropriate to separate operational policies from higher-level strategic planning, as it 

is often operational policies and systems that provide the source of ‘tactical excellence’, and 

thus the traditional distinction between strategy and operations can become blurred.

● The best-fit approach to SHRM explored the close relationship between strategic management 

and HRM by considering the influence and nature of vertical integration. Vertical integration, 

where leverage is gained through the close link of HR policies and practices to the business 

objectives and therefore the external context of the firm, is considered to be a key theme of 

SHRM. Best fit was therefore explored in relation to life cycle models and competitive advan-

tage models, and the associated difficulties of matching generic business-type strategies to 

generic HRM strategies were considered, particularly in their inherent assumptions of a clas-

sical approach to the strategy-making process. The inflexibility of ‘tight’ fit models in a 

dynamic, changing environment was evaluated, and consideration was given to achieving both 

fit and flexibility through complementary SHRM systems.

● The configurational approach identifies the value of having a set of HR practices that are both 

vertically integrated to the business strategy and horizontally integrated with each other, in 

order to gain maximum performance or synergistic benefits. This approach recognises the 

complexities of hybrid business strategies and the need for HRM to respond accordingly. In 

advocating unique patterns or configurations of multiple independent variables, they provide 

an answer to the linear, deterministic relationship advocated by the best-fit approach.

● The resource-based view represents a paradigm shift in SHRM thinking by focusing on the 

internal resources of the firm as a key source of sustainable competitive advantage, rather 

than focusing on the relationship between the firm and the external business context. Human 

resources, as scarce, valuable, organisation-specific and difficult-to-imitate resources, there-

fore become key strategic assets.

● The best-practice approach highlights the relationship between ‘sets’ of good HR practices 

and organisational performance, mostly defined in terms of employee commitment and sat-

isfaction. These sets of best practice can take many forms. Some have advocated a universal 

set of practices that would enhance the performance of all organisations to which they were 

applied (Pfeffer, 1994, 1998), while others have focused on integrating the practices to the 

specific business context (high-performance work practices). A key element of best practice 

is horizontal integration and congruence between policies. Difficulties arise here, as best-

practice models vary significantly in their constitution and in their relationship to organisa-

tional performance, which makes generalisations from research and empirical data difficult.

● In endeavouring to gain an understanding of the meaning of SHRM, it soon becomes appar-

ent that a common theme of all approaches is enhanced organisational performance and 

viability, whether this be in a ‘hard’ sense, through cost-reduction and efficiency-driven prac-

tices, or through high-commitment and involvement-driven value added. This relationship is 

considered significant to understanding the context and meaning of SHRM. The need to 

conduct further empirical research, particularly in Europe, is identified (Stavrou and Brewster, 

2005) and the lack of methodological rigour and the extensive use of single source respondents 

in current research studies evaluating the SHRM/performance link are noted (Wall and Wood, 

2005).

● It is also importance to note that there is a broader, political economy that shapes the behav-

iours structures and outcomes of business which is driven by increasing financialisation within 

the capitalist system (Thompson, 2011).
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Questions

1 In what ways is your understanding of SHRM enhanced by models of the four distinct 

approaches to strategy-making?

2 Compare and contrast life cycle, competitive advantage and configurational models of 

SHRM.

3 To what extent can organisations apply both ‘outside-in’ and ‘inside-out’ approaches to 

SHRM?

4 To what extent is it possible to measure the relationship between SHRM and organisational 

performance?’

5 To what extent has increasing financialisation challenged best-practice SHRM?

Case study
High road versus low road in the civil aviation industry

Since 2010, there have been significant developments in the 
European civil aviation sector in the business strategies of 
both low fares and legacy airlines as they restructure to meet 
the twin pressures of competition and austerity. In most 
cases, these developments reflect an accelerated ‘race to the 
bottom’ and an increase in ‘social dumping’, specifically the 
downgrading of working conditions, training, health and 
safety and wages. In general, aviation firms cite unfair com-
petition organised by another company to justify tougher 
working conditions and impose more flexibility, wage cuts 
or a weakening of the welfare of its workers, such as the use 
of unsafe working practices, which increase the risks of 
industrial accidents.

Two comprehensive studies of employment relations in 
the European civil aviation industry have recently been 
conducted with the financial support of the European 
Commission and on behalf of the European Transport 
Workers’ Federation (ETF). The more recent of these, pub-
lished in 2014 and based on a survey of more than 2,700 
European aviation workers as well as case studies of both 
low fares airlines (LFAs) and legacy airlines, demonstrates 
that many airlines now resort to more precarious forms of 
employment through the use of agency, temporary and 
what are widely recognised as ‘bogus’ or ‘false’ self-
employed workers. They also demand new forms of flexi-
bility that benefit the company rather than the worker and 
rarely involve employees in any meaningful way in 

decisions that (adversely) affect their daily working lives 
and future careers.

Faced with ever more intense competition from LFAs, 
several legacy airlines have increasingly outsourced main-
line operations to the low cost version of the brand to fly 
short haul routes. For example, in 2012, Lufthansa trans-
ferred all of its short haul operations outside of its Munich 
and Frankfurt hubs to its low cost subsidiary, Germanwings. 
A similar approach has been taken by Iberia (Iberia Express) 
and Air France-KLM (transavia). An alternative approach is 
to grow a low cost workforce within main line operations. 
British Airways has introduced a Mixed Fleet whose 
employees’ terms and conditions of employment are in 
many respects inferior to those of counterparts at LFAs.

As for the LFAs, these airlines are now targeting major 
airports and higher value (business) passengers, which puts 
them in more direct competition with the legacy airlines. 
Ryanair, for example, has declared its intention to target all 
but three of Europe’s major airports (London Heathrow, 
Paris Charles de Gaulle and Frankfurt). All too often, the 
result is a further assault on the terms and conditions of 
legacy airline staff as the long-established airlines struggle 
to compete.

The self-styled ‘ultra-low cost carriers’ such as Ryanair 
and Wizz Air will no doubt continue to bear down relent-
lessly on labour costs and staff will find themselves working 
right up to the maximum flight and duty time during the 



busy summer schedule with enforced lay-offs (furlough) 
during the winter when aircraft are grounded. It is the 
ultra-low cost carriers that rely most heavily on precarious 
forms of employment, and it is the ultra-low cost airlines 
that have developed the most aggressive anti-union 
strategies. 

 Source: Adapted from: Harvey, G. and Turnbull, P. (2015), ‘Changing busi-
ness strategies and the implications for workers in the European civil avia-
tion industry’, Airneth, 1 November. Online:  http://www. airneth
.nl/activities/details/article/changing-business-strategies-and-
the-implications-for-workers-in-the-european-civil-aviation-
industr/.  

  Questions 

  1    Using Whittington’s model, identify the dominant stra-
tegic approach within low fares airlines.   

  2    What are the common external pressures facing both 
low fares airlines and legacy airlines?   

  3    What are the short-term and long-term risks for compa-
nies adopting low road employment practices?   

  4    What advice would you give to low fares airlines for 
avoiding the short-term and long-term risks you identi-
fied in the previous question?     
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CHAPTER 3
CONTEXTUALISING HRM
AUDREY COLLIN WITH JULIE BEARDWELL

Objectives

● To identify the challenge of conceptualising and representing context.

● To contextualise human resource management (HRM) and enrich 
understanding of it by examining its background, uncovering some of the 
strands in its thinking and their underpinning assumptions and highlighting 
some of the tensions it addresses.

● And thereby to develop readers’ capacity for critical thinking and recognition 
of ethical issues in relation to HRM.



If there is one phrase that makes me wince more than the 
‘sharing economy’ it is the ‘collaborative economy’. Last 
week, we were confronted with both: Morgan Stanley pub-
lished a report on the former and the Centre for European 
Policy Studies (at the request of the European Commission) 
wrote one on the latter.

The reports are on broadly the same topic: the growth 
of companies such as Uber, TaskRabbit and Upwork and 
how they might change the economy. It is an interesting 
question and one I think about a lot. But these are very 
different companies that do not sit comfortably under one 
label. And if they did, it would not be either of these.

Most ‘sharing’ or ‘collaborative economy’ companies 
use the internet to facilitate transactions between buyers 
and sellers for a fee. Some facilitate the renting of assets 
(such as Airbnb), some the sale of labour (such as TaskRab-
bit and Upwork) and some a bit of both (such as Uber).

What exactly is being shared here? Who is collaborating 
with whom? Freelancers on Upwork are no more sharing 
their skills with the world than I am sharing mine with the 
Financial Times. Airbnb hosts are not collaborating with 
their guests any more than Marriott International is col-
laborating with its customers.

These labels made sense when they first appeared 
about six years ago. Then they applied to start-ups, such as 
SnapGoods and Share Some Sugar, that aimed to help 
neighbours lend things such as electric drills to each other. 
Some of today’s platforms still fit the sharing label but 
many of the household names do not.

You could argue it does not really matter. These moni-
kers may not be a perfect fit for the phenomenon they now 
describe but they are entrenched and everyone knows 
what they mean.

But there are two reasons not to give in and go with 
the flow.

First, lumping these companies together leads to fuzzy 
thinking about their scope and scale as well as their pros 
and cons. We can debate whether Airbnb is unfairly under-
cutting regulated hotels and bed-and-breakfast businesses, 
but let’s not mix it up with analyses of the impact of com-
panies such as Uber on the labour market.

JPMorgan’s recent study of 260,000 users of online plat-
forms found stark differences between people using capital 

platforms such as Airbnb and eBay and people selling their 
labour. The latter were poorer, more often from western 
states in the USA and more likely to rely on the platforms 
to cushion dips in their incomes.

There is also a difference between physical work and 
online work. The report from the CEPS (which is very good, 
apart from its title) finds that earnings for physical taskers 
in countries such as the USA tend to be much higher 
because they are competing locally with people who face 
the same cost of living.

The virtual ‘human cloud’ platforms, in contrast, create 
a global marketplace where a worker in Dallas competes 
with one in Sofia and another in Manila. Average earnings 
per hour on Mechanical Turk are below the minimum wage 
in the USA, but 14 times the minimum wage in India. 
National regulators and tax officials worried about the 
Ubers of this world will find it even harder to get to grips 
with the borderless ‘human cloud’.

The second reason to reject the ‘sharing’ and ‘collabora-
tive’ labels is that they give the wrong impression of what 
these companies do. They are not exploitative masters of 
‘digital serfs’ (as some would have it), but neither are they 
hands-off intermediaries between ordinary people who 
want to exchange goods and services.

They actively shape the markets they create. Upwork, 
for example, recently changed the fees it charges freelanc-
ers from a flat 10 per cent to a sliding scale: freelancers will 
pay 20 per cent on the first $500 they bill to a client and 5 
per cent on billings over $10,000.

David Francis, a research associate at Staffing Industry 
Analysis, says the company wants to encourage users to 
treat the site like a full-time job, which would make the 
business model more profitable.

That may be no bad thing – but it is a sign of the power 
these platforms have to shape the behaviour of their users. 
They neither promote nor facilitate sharing and collaboration: 
they are a handful of companies trying to make money by 
creating and controlling markets for our labour or our stuff.

Something tells me that catchy definition won’t take off.

Source: O’Connor, S. (2016), ‘Business life – Sarah O’Connor on employ-
ment’, 15 June; Sarah.Oconnor@ft.com Twitter: @sarahoconnor_; © 
2016 The Financial Times Limited.

Case study
Muddled language hides the effect of the gig economy
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Introduction

The significance and nature of context

An event seen from one point-of-view gives one impression. Seen from another point-of-view 

it gives quite a different impression. But it’s only when you get the whole picture you fully 

understand what’s going on.

 (Reproduced in memory of John Webster, 1934–2006)

The need to be aware of the context of human affairs was demonstrated dramatically in this quote 

from a prize-winning advertisement for The Guardian newspaper that is still remembered today. 

We can easily misinterpret facts, events and people when we examine them out of context, for it 

is their context that provides us with the clues necessary to understand them. Context locates them 

in space and time and gives them a past and a future, as well as the present that we see. It gives us 

the language to understand them, the codes to decode them, and the keys to their meaning.

From the various models of human resource management (HRM) discussed earlier in the book 

(see Chapter 1), you will recognise that it is shaped by its context, and that its context is complex, 

diverse and dynamic. This chapter will therefore carry forward your thinking about the issues 

raised in that chapter, by exploring the various strands within the context of HRM that are woven 

together to form the pattern of meanings that constitute it. As explained previously, and as will 

be amplified by the rest of the book, HRM is far more than a portfolio of policies, practices, 

procedures and prescriptions concerned with the management of the employment relationship. 

It is this, but more. And because it is more, it is loosely defined and difficult to pin down precisely, 

being a basket of overlapping and shifting meanings, which users of the term do not always 

specify. Its ‘brilliant ambiguity’ (Keenoy, 1990) derives from the context in which it is embedded, 

a context within which there are multiple and often competing perspectives upon the employment 

relationship, some ideological, others theoretical, and yet others conceptual. HRM is inevitably 

a contested terrain, and the various definitions of it reflect this.

The context of HRM is multi-layered. The organisation constitutes the immediate context of the 

employment relationship, and it is here that the debate about how that relationship can be managed 

begins. The nature of organisation and the tensions between the stakeholders in it give rise to issues 

that have to be addressed by managers, for example, choices about how to orchestrate the activities 

of organisational members and whose interests to serve. Beyond the organisation itself lie the 

economic, social, political and cultural layers, and beyond them again the historical, national and 

global layers of context. Considerable change is taking place within those layers, making the whole 

field dynamic. It is not the purpose of this chapter to register all of these changes. You will become 

aware of some of them as you read the remainder of this book; others you will experience in your 

own lives. However, we need to note here that the events and changes in the wider context have 

repercussions for organisations and HRM, and present further issues to be managed and choices to 

be made. Indeed, Mayo and Nohria (2005) argue that successful managers have what they have coined 

‘contextual intelligence’, which enables them to be deeply sensitive to their organisation’s context.

The several layers of HRM’s context, however, are not like the skins of an onion. They exist 

in more than one conceptual plane: some have a concrete nature, like a local pool of labour, and 

others are abstract, like the values and stereotypes that influence an employer’s views of a par-

ticular class of person in the labour market. The abstract world of ideas and values overlies and 

intersects with the other layers of the context of HRM: theories of organisation and manage-

ment; the ways of organising society, acquiring and using power, and distributing resources; the 

ways of relating to, understanding and valuing human beings and their activities; the ways of 

studying and understanding reality and of acquiring knowledge; and the stocks of accumulated 

knowledge in theories and concepts.
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To understand the context of HRM, then, we need to recognise it as more than the environment 

or the surrounding circumstances that exert ‘external influences’ on a given topic: context gives it 

a third dimension. By contextualising HRM, you will come to recognise the breadth of its field, 

uncover its foundations and give it a backstory, and this will enrich your understanding of it.

The challenge of conceptualising and representing context

How can we begin to understand anything that is embedded in a complex context? We seem to 

have awareness at an intuitive level, perceiving and acting upon the clues that context gives to 

arrive at ‘tacit knowledge’ (see Chapter 7). However, context challenges our formal thinking. 

First, we cannot stand back to take in the complete picture, which has traditionally been one way 

to gain objective knowledge of a situation. Because we are ourselves a part of our context, it is 

not possible for us to obtain a detached perspective upon it. In that respect, we are like the fish 

in water that ‘can have no understanding of the concept of “wetness” since it has no idea of what 

it means to be dry’ (Southgate and Randall, 1981: 54). However, humans are very different from 

the ‘fish in water’. We can be reflexive, recognising what our perspective is and what its implica-

tions are; open, seeking out and recognising other people’s perspectives; and critical, entering 

into a dialogue with others’ views and interrogating our own in the light of theirs, and vice versa. 

We shall see later that this is also the approach needed to recognise and make an appropriate 

response to ethical issues in organisations.

Second, we need the conceptual means to grasp the wholeness (and dynamic nature) of the 

picture. To understand a social phenomenon such as HRM, we cannot just wrench it from its 

context and examine it microscopically in isolation. To do this is to be like the child who digs up 

a newly planted and now germinating seed to see ‘whether it is growing’. In the same way, if we 

analyse context into its various elements and layers, then we are already distorting our under-

standing of it, because it is an indivisible whole. Rather, we have to find ways to examine HRM’s 

interconnectedness and interdependence with other phenomena in its context. Here the very 

representation of our thinking in written language is not helpful, for it is linear, which under-

mines our ability to communicate a dynamic, interrelated complexity clearly and succinctly. 

Nevertheless, as we shall discuss later, there are ways that enable us to conceptualise and express 

the many loops and circularities of these complex interrelationships in an often dynamic context. 

We could also perhaps think in terms of ‘rich pictures’ or ‘mind maps’ (Senge, 1990; Cameron, 

1997), but meanwhile we shall use metaphor to conceptualise context, that is, to envisage it in 

terms of something concrete that we already understand.

We have already mentioned that the metaphor of the many-skinned onion, although depicting 

multiple layers, is insufficient to convey the interconnectedness and texture of context. We could, 

instead, think of it as a tapestry. This is a ‘thick hand-woven textile fabric in which design is 

formed by weft stitches across parts of warp’ (Concise OED, 1982). The warp threads run the 

length of the tapestry and the weft are the lateral threads that weave through them to give colour, 

pattern and texture. In this chapter, we propose that the warp is constituted from the basic 

structures of society, such as the social and economic systems, demography, and so on, that are 

the foundation upon which employing organisations are built. The weft threads are the ways of 

thinking about those structures – the various ways of defining reality. Events, people and ephem-

eral issues are the stitches sewn into the surface of the tapestry to elaborate its pattern. This 

metaphor helps us to visualise how interwoven and interrelated are the various elements of the 

context of HRM; and how the pattern of HRM itself is woven into them, as in Figure 3.1. It 

reminds us again that an analytical approach to the study of context, which would take it apart 

to examine it closely, would be like taking a tapestry to bits: we would be left with threads. The 

tapestry itself inheres in the whole, not its parts.

This tapestry that is the context of HRM is being woven continuously from threads of differ-

ent colours and textures. At times one colour predominates, but then peters out. In parts of the 

tapestry, patterns may be intentionally fashioned, while observers (such as the authors of this 

book) believe that they can discern a recognisable pattern in other parts. Of course, it will not 
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be feasible here, or indeed necessary, to attempt to portray the whole tapestry that is HRM’s 

context. This chapter can examine only part of it, so we will pick out a number of the threads 

for you to identify and follow through the remainder of the book. You should observe the inter-

connections and interrelationships between them, and how their interweaving gives us changes 

in the pattern and colour of the tapestry, some distinct and others subtle.

It will be a challenge to find new ways of thinking in order to seek the whole picture rather than 

take the customary formal, detached and analytical approach. However, as well as giving you a 

greater understanding of the context of HRM and its effects, this will develop and exercise your 

capacity for critical thinking, as it will allow you to recognise some significant perspectives that 

often remain unnoticed or ignored. It will also highlight some of the ethical issues in HRM that 

can otherwise be obscured. This will be of value both to those studying HRM and to reflective 

practitioners. It has been predicted that HR will see a major transformation, with its core becom-

ing more analytical and critical (Czerny, 2005) and turned ‘from a department and a transaction 

into a philosophy leading the organisation’ (Pickard, 2005: 15). And from 2005 the concept of the 

‘thinking performer’, ‘who applies a critically thoughtful approach to their job’ (Whittaker and 

Johns, 2004: 32), has underpinned the professional standards of the Chartered Institute of Person-

nel and Development (CIPD).

Before beginning to read about the context of HRM, you will find it helpful to make the fol-

lowing exploration.

The concepts and language needed to understand issues raised 
by the context of HRM

By examining context, this chapter suggests, you can develop your critical thinking, in the sense 

of questioning and uncovering the basic issues, not of arguing against something. The concepts 

and language needed for this may be largely unfamiliar to you, but you will probably find that 

you already understand much of their meaning. You are already likely to have experience of 

thinking about and responding to issues in the natural, physical environment, which is another 

aspect of context that incorporates both the concrete world and abstract ideas. Such issues as 

Figure 3.1  The metaphor of tapestry to convey HRM in context.

Explore Reflect upon this way of understanding context.

● How different is it from the way in which you would have defined the context of HRM-based, 
for example, on the various models presented in Chapter 1?

● Does this challenge the way you generally think and, if so, in what way?
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climate change, genetically modified food and threats to the survival of many species will also 

have promoted critical thinking and raised ethical issues, and they will have given you the basic 

concepts that we shall be using here and so provide a useful set of ‘hooks’ upon which to hang 

the ideas that this chapter will introduce to you. You will probably find that from your present 

knowledge of the environment you already recognise that:

● Context is multi-layered, multi-dimensional and interwoven. In it, concrete events and 

abstract ideas intertwine to create issues; thinking, feeling, interpreting and behaving are all 

involved. It is like the tapestry described earlier.

● Our interpretation of our context depends upon our perspective.

● It also depends upon our ideology.

● Different groups in society have their own interpretations of events, stemming from their 

ideology. There are therefore competing or contested interpretations of events.

● These groups use rhetoric to express their own, and to account for competing, interpretations, 

thus distorting, or even suppressing, the authentic expression of competing views.

● Powerful others often try to impose their interpretations of events, their versions of reality, 

upon the less powerful majority: this is hegemony.

The immediate context of HRM

Human resource management concerns the management of the employment relationship. The 

nature of the organisation and the way it is managed therefore form the immediate context 

within which HRM is embedded, and this is overlaid by the interpretations made by theorists, 

which will be examined shortly.

The nature of organisations and the role of management

At its simplest, an organisation comes into existence when the efforts of two or more people are 

pooled to achieve an objective that one would be unable to complete alone. The achievement of 

this objective calls for the completion of a number of tasks. Depending upon their complexity 

and degree of interdependence, the availability of appropriate technology and the skills of the 

people involved, these tasks may be subdivided into a number of sub-tasks and more people 

employed to help carry them out. This division of labour constitutes the lateral dimension of the 

structure of the organisation. Its vertical dimension is constructed from the generally hierarchical 

relationships of power and authority between the owner or owners, the staff employed to com-

plete these tasks, and the managers employed to coordinate and control the staff and their work. 

Working on behalf of the organisation’s owners or shareholders, and with the authority derived 

from them, managers draw upon a number of resources to enable them to carry out their task: 

raw materials, finance, technology, people, information, and legitimacy, support and goodwill 

from the organisation’s environment. They manage the organisation by ensuring that there are 

sufficient people with appropriate skills; that they work to the same ends and timetable; that 

they have the resources and authority needed to complete their tasks; and that their tasks dovetail 

and are performed to the required standard and at the required pace.

The very nature of work organisations in a capitalist society therefore generates a number of 

significant tensions: between people with different stakes in the organisation, and therefore dif-

ferent perspectives upon and interests in it; between what owners and other members of the 

organisation might desire and what they can feasibly achieve; and between the needs, capabilities 

and potentials of organisational members and what the operation of the organisation demands 

of and permits them. Management (see Watson, 2000) is the process that keeps the organisation 
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from flying apart because of these tensions, that makes it work, and that secures its survival and, 

according to the type of organisation, its profitability or effectiveness. Inevitably, however, mana-

gerial control is a significant and often contentious issue. (Until recently, that had been seen in 

terms of managers controlling employees. What has recently been learnt about the banking 

industry and other large corporations, however, now raises the issue of how senior managers are 

themselves controlled.)

Moreover, the nature of people and their relationships and the way they constitute an organi-

sation make management complex. Although the organisation of tasks packages people into 

organisational roles, individuals are larger and more organic than those roles have traditionally 

been. The organisation, writes Barnard (1938, in Schein, 1978: 17), ‘pays people only for certain 

of their activities . . . but it is whole persons who come to work’. Unlike other resources, people 

interact with those who manage them and among themselves; they have needs for autonomy and 

agency; they think and are creative; they have feelings; and they need consideration for their 

emotional and their physical needs, security and protection. This greatly complicates the tasks 

of managers, who can work only with and through people to ensure that the organisation sur-

vives and thrives in the face of increasing pressures from its environment. The management of 

people is therefore not only a more diffuse and complex activity than the management of other 

resources, but also an essentially moral one (again, see Watson, 2000).

As organisations become larger and more complex, the division of managerial labour often 

leads to a specialist ‘people’ function to advise and support line managers in the complex and 

demanding tasks of managing their staff. This was originally personnel management (which has 

since changed in name and nature to become HRM). It developed a professional expertise in 

aspects of managing people, such as selection, training and industrial relations, which it offered 

in an advisory capacity to line managers, who nevertheless remain the prime managers of people. 

However, this division of managerial labour has fragmented the management of people: the 

development of HRM to subsume personnel management can be seen as a strategy to reintegrate 

the management of people into the management of the organisation as a whole.

Managers’ strategies to resolve the tensions in organisations

Those tensions have to be resolved through the process of managing, or rather continuously 

resolved, for they are inherent in organisations. Hence Weick (1979: 44) writes that organising is a 

continuous process of meaning-making: ‘organisations keep falling apart . . . and so require chronic 

rebuilding’. A continuing issue, therefore, is that of managerial control: how to orchestrate 

organisational activities in a way that meets the needs of the various stakeholders. The owners of 

organisations, or those who manage them on their behalf, have explored many ways to resolve these 

tensions. The strategies they have adopted are embodied in their employment policies and practices 

and the organisational systems they put in place. They are also manifested in the psychological 

contract between organisation and employees that embroiders the legal employment contract 

(CIPD, 2012). The notion of the psychological contract now in current use goes back to a much 

earlier literature (e.g. Schein, 1970) and it is some of the earlier terminology that is used below.

Managers have adopted various strategies to deal with these tensions, but we can note only a 

few here. In practice they might be less easy to distinguish, and some managers adopt a hybrid 

Explore ● In your own experience of being employed, however limited that might be so far, have you 
been aware of some of these tensions?

● What were their effects upon you and your colleagues at work?

● How did the management of the organisation respond to these tensions?

● How has this affected how you look at management and HRM?
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version appropriate to their particular organisation. They will always be seeking new approaches 

to deal more effectively with those tensions, or to deal with variations in them as circumstances 

change. You can elaborate upon the material here by reading further in an organisational behaviour 

or management theory textbook, such as Huczynski and Buchanan (2013) or Clark et al. (1994).

An early twentieth-century strategy was scientific management (or the classical school of 

management theory). This addressed the tensions in the organisation by striving to control how 

people worked and to keep down their costs. It emphasised the need for rationality, clear objec-

tives, the managerial prerogative – the right of managers to manage – and adopted work study 

and similar methods. It led to the reduction of tasks to their basic elements and the grouping of 

similar elements together to produce low-skilled, low-paid jobs, epitomised by assembly-line 

working. Workers were treated relatively impersonally and collectively (‘management and 

labour’), and rather like machine components themselves. The nature of the psychological con-

tract with them was calculative (Schein, 1970), with a focus on extrinsic rewards and incentives. 

Such a strategy encouraged a collective response from workers, and hence the development of 

trade unions.

This approach to management evolved in the USA and provided a firm foundation for modern 

bureaucracies (Clegg, 1990). In Britain, they overlaid the norms of a complex, though changing, 

social class system that framed the relationships between managers and other employees (Child, 

1969; Mant, 1979). The legacy of this early strategy continued well on into the century in many 

management practices, such as organisation and method study, job analysis and description, 

selection methods, an overriding concern for efficiency and the ‘bottom line’, appraisal and 

performance management. This has not been completely abandoned (see Clegg, 1990; Ritzer, 

1996 on ‘McDonaldization’; and debates about employment in call centres, e.g. Hatchett, 2000; 

Callaghan and Thompson, 2002; Holman and Wood, 2002; Taylor et al., 2002).

A second approach to the tensions in organisations, the human relations strategy, emerged 

during the middle years of the twentieth century, and developed in parallel with an increasingly 

prosperous society in which there were strong trade unions and (later) a growing acceptance of 

the right of individuals to self-fulfilment. Child (1969) identifies its emergence in British manage-

ment thinking as a response to growing labour tensions. It tempered scientific management by 

its recognition that people differed from other resources, that if they were treated as clock num-

bers rather than as human beings they would not be fully effective at work and could even fight 

back to the point of subverting management intentions. It also recognised the significance of 

social relationships at work – the informal organisation (Argyris, 1960). Managers therefore had 

to pay attention to the nature of supervision and the working of groups and teams, and to find 

ways of involving employees through job design, motivation, and a democratic, consultative or 

participative style of management. The nature of the psychological contract was cooperative 

(Schein, 1970).

Human resource management is another strategy adopted by managers to address the tensions 

within the organisation. It developed much later in the century as major changes and threats 

were experienced in the context of organisations (recession, international competition and glo-

balisation). It was a response to the need to achieve flexibility in the organisation and workforce, 

and improved performance, by devolved decision-making and empowerment. As noted later in 

the book (see Chapter 7), employees have had to become multi-skilled and to work across tradi-

tional boundaries. Unlike the two strategies above, HRM approaches the organisation holistically 

and often with greater attention to its culture, leadership and ‘vision’, the ‘soft’ Ss of McKinsey’s 

‘Seven S’ framework (Pascale and Athos, 1982: 202–6). It attempts to integrate the needs of 

employees with those of the organisation in an explicit manner: the psychological contract 

embodies mutuality (Schein, 1970). It recognises that people should be invested in as assets so 

that they achieve their potential for the benefit of the organisation. It also pays greater attention 

to the individual rather than the collective, so that these notions of developing the individual’s 

potential have been accompanied by individual contracts of employment, performance appraisal 

and performance-related pay. However, the very title of human resource management suggests 

that this is also an instrumental strategy. Although it differs greatly from the approaches that see 
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labour as a ‘cost’, to be reduced or kept in check, it nevertheless construes the human being as a 

resource for the organisation to use.

Another, more humanistic approach aimed to construct the organisation as an appropriate 

environment for autonomous individuals to work together collaboratively for their common 

good. This is the approach of many cooperatives (and, to some extent, of mutuals such as the 

John Lewis Partnership). It informed the early philosophy of organisation development (see 

Huse, 1980), although the practice of that is now largely instrumental. It also underpins the 

notion of the learning organisation (see Senge, 1990 and Chapter 8).

Since the global financial crisis hit in 2007, managers have had to grapple with many new ten-

sions. To ensure organisational survival, they are having to balance, inter alia, the need to reduce 

the size of the workforce with ways of maintaining motivation and retaining essential skills for 

the future. In addition, Case Study 3.1 highlights how technological advances have enabled the 

rise of the ‘gig economy’ in which organisations contract with independent workers for short-

term engagements.

Ideas and theories in the immediate context of HRM

Here we shall note some of the abstract ideas that we suggested overlie and intersect with what 

happens in the immediate context of HRM, and find not only that have they varied over time, 

but also that several strongly competing interpretations co-exist. Managers themselves are to 

some extent influenced by such concepts and language, if not their arguments. Again, this chapter 

can only skim over this material, but you can pursue the issues by reading, for example, Child 

(1969), who traces the development of management thought in Britain, or Morgan (2006), who 

sets out eight different metaphors for organisations through which he examines in a very acces-

sible way the various ways in which theorists and others have construed organisations. Reed and 

Hughes (1992: 10–11) identified the changing focus of organisation theory over the previous 30 

or so years, from a concern with organisational stability, order and disorder, and then with 

organisational power and politics, to a concern with the construction of organisational reality.

The reification of the organisation by managers and others, and the general acceptance of the 

need for it to have rational goals to drive it forward in an effective manner, have long been challenged 

(see Case Study 3.1). Simon (see Pugh et al., 1983) recognised that rationality is ‘bounded’ – that 

managers make decisions on the basis of limited and imperfect knowledge. Cyert and March 

Explore Some of you will have worked in a call centre. Working on your own or in a group, examine your 
experiences of working there.

● Could you identify one or more of these managerial strategies in your workplace?

● What might have been your experiences had the management adopted a different strategy?

Key controversy

Working on your own or in a group, identify some of the new tensions that are arising from the growth of the ‘gig 
economy’.

● How would you describe the basis of the working relationship between workers and organisations?

● Do these working arrangements raise new ethical issues?
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adopted a similar viewpoint: the many stakeholders in an organisation make it a ‘shifting mul-

tigoal coalition’ (see Pugh et al., 1983: 108) that has to be managed in a pragmatic manner. Others 

(see Pfeffer, 1981; Morgan, 1997) recognised the essentially conflictual and political nature of 

organisations: goals, structures and processes are defined, manipulated and managed in the 

interests of those holding the power in the organisation. A range of different understandings of 

organisations has developed over time: the systems approach (Checkland, 1981), the learning 

organisation (Senge, 1990), transformational leadership and ‘excellence’ (Peters and Waterman, 

1982; Kanter, 1983), knowledge management (see Chapter 7) and the significance of rhetoric (see 

later, and Eccles and Nohria, 1992). This range is widening to include even more holistic 

approaches, with recent interest in the roles in the workplace of emotional intelligence (Pickard, 

1999; Cherniss and Goleman, 2001; Higgs and Dulewicz, 2002), spirituality and love (Welch, 

1998; Zohar and Marshall, 2001). The influence of many of these new ideas can be seen in the 

concern for work–life balance (e.g. CIPD, 2013a).

The established views of managers are subject to further interpretations. Weick (1979) argued 

the need to focus upon the process of organising rather than upon the organisation, which is its 

reified outcome. As we noted earlier, he regards organising as a continuous process of meaning-

making: ‘[p]rocesses continually need to be re-accomplished’ (p. 44). Cooper and Fox (1990) and 

Hosking and Fineman (1990) adopted a similar interpretation in their discussion of the ‘texture 

of organising’. Brunsson (1989) shone a different light on the nature and goals of organising, 

based on his research in Scandinavian municipal administrations.

He suggested that the outputs of these kinds of organisations are ‘talk, decisions and physical 

products’. He proposed two ‘ideal types’ of organisation: the action organisation, which depends 

on action for its legitimacy (and hence essential resources) in the eyes of its environment; and 

the political organisation, which depends on its reflection of environmental inconsistencies for 

its legitimacy. Talk and decisions in the action organisation (or an organisation in its action 

phase) lead to actions, whereas the outputs of the political organisation (or the organisation in 

its political phase) are talk and decisions that may or may not lead to action:

[H]ypocrisy is a fundamental type of behaviour in the political organisation: to talk in a way 

that satisfies one demand, to decide in a way that satisfies another, and to supply products in 

a way that satisfies a third.

 (Brunsson (1989: 27))

There are similarly competing views upon organisational culture, as we see in Aldrich (1992) and 

Frost et al. (1991). The established view interprets it as a subsystem of the organisation that 

managers need to create and maintain through the promulgation and manipulation of values, 

norms, rites and symbols. The alternative view argues that culture is not something that an 

organisation has, but that it is.

These competing ideas challenge us to recognise that, underlying the management of people 

in organisations, are some fundamental assumptions about the nature of organisations and of 

reality itself and how we can understand it. Those assumptions inform the practices and policies 

of management, and hence define the organisational and conceptual space that HRM fills, and 

generate the multiple meanings of which HRM is constructed. In terms of the tapestry metaphor 

we used earlier, they constitute some of the weft threads in the tapestry/context of HRM. They 

also highlight ethical issues in its practice. We shall return to these issues later in the chapter.

The wider context of HRM

The definition of the wider context of HRM could embrace innumerable topics (from e.g. 

demography to globalisation) and a long-time perspective (from the organisation of labour in 

prehistory, as at Stonehenge, to today). Such a vast range, however, could only be covered in such 
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a perfunctory manner here that it rendered the exercise valueless. It is more appropriate to give 

examples of some of the influential elements and how they have affected HRM, and to encourage 

you to identify others for yourself.

Echoes from the wider context

Here the focus will be on distant events from the socio-political sphere that have nevertheless 

influenced the management of the employment relationship and still do so indirectly. Although 

what follows is not a complete analysis of these influences, it illustrates how the field of HRM 

resonates with events and ideas from its wider context.

The world wars

The two world wars, though distant in time and removed from the area of activity of HRM, have 

nevertheless influenced it in clearly identifiable and very important ways, some direct and some 

indirect. These effects can be classified in terms of changed attitudes of managers to labour, 

changed labour management practices, the development of personnel techniques, and the devel-

opment of the personnel profession. We shall now examine these, and then note how some 

outcomes of the Second World War continue, indirectly, to influence HRM.

Changed attitudes of managers to labour

According to Child (1969: 44), the impact of the First World War upon industry hastened changes 

in attitudes to the control of the workplace that had begun before 1914. The development of the 

shop stewards’ movement during the war increased demand for workers’ control; there was grow-

ing ‘censure of older and harsher methods of managing labour’. The recognition of the need for 

improved working conditions in munitions factories was continued in the postwar reconstruction 

debates: Child (1969: 49) quotes a Ministry of Reconstruction pamphlet that advised that ‘the 

good employer profits by his “goodness”’. The outcome of these various changes was a greater 

democratisation of the workplace (in works councils) and, for ‘a number of prominent employ-

ers’, a willingness ‘to renounce autocratic methods of managing employees’ and ‘to treat labour 

on the basis of human rather than commodity market criteria’ (pp. 45–6). These new values 

became incorporated in what was emerging as a distinctive body of management thought, prac-

tice and ideology, upon which later theory and practice are founded.

Changed labour management practices

The need to employ and deploy labour effectively led to increased attention to working condi-

tions and practices during both wars. The changes that were introduced then continued and 

interacted with other social changes that ensued after the wars (Child, 1969). For example, the 

Health of Munitions Workers Committee, which encouraged the systematic study of human 

factors in stress and fatigue in the munitions factories during the First World War, was succeeded 

in 1918 by the Industrial Fatigue Research Board [Department of Scientific and Industrial 

Explore Go back to the models of HRM presented earlier (see Chapter 1) and, working either individually 
or in a group, start to elaborate upon the various wider contextual elements that they include. 
Look, for example, at the external forces of the ‘matching model’ illustrated in Figure 1.2.

● What in detail constituted the elements of the economic, political and cultural forces at the 
time Devanna et al. (1984) were writing? What would they be now?

● What other elements would you add to those, both then and now?

● What are the relationships between them, both then and now?

● And what, in your view, has been their influence upon HRM, both then and now?
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Research (DSIR), 1961; Child, 1969; Rose, 1978]. During the postwar reconstruction period, 

progressive employers advocated minimum wage levels, shorter working hours and improved 

security of tenure (Child, 1969).

‘The proper use of manpower whether in mobilising the nation or sustaining the war economy 

once reserves of strength were fully deployed’ was national policy during the Second World War 

(Moxon, 1951). As examples of this policy, Moxon cites the part-time employment of married 

women, the growth of factory medical services, canteens, day nurseries and special leave of 

absence.

The development of personnel techniques

Both wars encouraged the application of psychological techniques to selection and training, and 

stimulated the development of new approaches. Rose (1978: 92) suggests that, in 1917, the Ameri-

can army tested two million men to identify ‘subnormals and officer material’. Seymour (1959: 

7–8) writes of the Second World War:

[T]he need to train millions of men and women for the fighting services led to a more detailed 

study of the skills required for handling modern weapons, and our understanding of human 

skill benefited greatly. . . . Likewise, the shortage of labour in industry led . . . to experi-

ments aimed at training munition workers to higher levels of output more quickly.

The wars further influenced the development of the ergonomic design of equipment, and encour-

aged the collaboration of engineers, psychologists and other social scientists (DSIR, 1961). 

Moreover, the exigencies of war ensured that attention and resources were focused upon activities 

that are of great significance to the field of employment, while the scale of operations made large 

numbers of candidates available for testing, ensuring robust statistics.

The development of the personnel profession

Very significantly, the Second World War had a major influence on the development of the per-

sonnel profession. According to Moxon (1951: 7), the aims of national wartime policy were:

(i) to see that the maximum use was made of each citizen, (ii) to see that working and living 

conditions were as satisfactory as possible, (iii) to see that individual rights were reasonably 

safeguarded and the democratic spirit preserved. The growth of personnel management was 

the direct result of the translation of this national policy by each industry and by each factory 

within an industry.

Child (1969: 11) reports on how government concern in 1940 about appropriate working prac-

tices and conditions ‘led to direct governmental action enforcing the appointment of personnel 

officers in all but small factories and the compulsory provision of minimum welfare amenities’. 

Moxon (1951) comments on the ‘four-fold increase in the number of practising personnel manag-

ers’ at this time (p. 7). Child (1969) records the membership of what was to become the Institute 

of Personnel Management as 760 in 1939, and 2,993 in 1960 (p. 113). He also notes a similar 

increase in other management bodies. (The Institute has now become the Chartered Institute of 

Personnel and Development, with an individual membership of 135,000 in 2013.)

The postwar reconstruction of Japan

The chapter has so far noted some of the direct influences that the two world wars had upon the 

field of HRM. It now points to an indirect and long-continuing influence. The foundation of 

the philosophy and practice of total quality management (TQM), which has been of considerable 

recent significance in HRM, was laid during the Second World War. Edward Deming and Joseph 

Juran were consultants to the US Defense Department and during the Second World War ran 

courses on their new approaches to quality control for firms supplying army ordnance (Pickard, 

1992). Hodgson (1987: 40) reports that ‘vast quantities of innovative and effective armaments were 

produced by a labour force starved of skill or manufacturing experience in the depression’.
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However, after the war, America ‘could sell everything it could produce’ and, because it was 

believed that ‘improving quality adds to costs’, the work of Deming and Juran was then ignored 

in the West. However, Deming became an adviser to the Allied Powers Supreme Command and a 

member of the team advising the Japanese on postwar reconstruction (Hodgson, 1987: 40–41). 

He told them that ‘their war-ravaged country would become a major force in international trade’ 

if they followed his approach to quality. They did. Western organisations have since come to emu-

late the philosophy and practices of quality that proved so successful in Japan and that have led 

on to, for example, the ‘high-performance working of today’ (Armitage and Keeble-Allen, 2007).

Wider contextual influences on HRM today

Once again, there are innumerable topics that could be mentioned. The two world wars are, for 

us, history: interpretations of them have by now become established and, to a large degree, gener-

ally accepted, though always open to question. However, those of our own time are not yet fully 

formed or understood, and may have the potential to unsettle and possibly disrupt established 

thinking, and hence practice.

Recession and recovery

The immediate aftermath of the collapse of financial markets, following disastrous investments 

in the American sub-prime mortgage market, was significant change in the world of work. Major 

firms shrank or disappeared altogether, small businesses were lost, unemployment rose alarm-

ingly, and some taken-for-granted capitalist values were challenged. The impact on HRM, its 

practices, policies and strategies, was potentially considerable. In 2009, the Centre for HR Excel-

lence at Henley carried out research into how HR was reacting to the recession and in 2010 into 

what HR had learnt and how it was applying this to the economic recovery (Parkinson, 2010). 

The findings of the first report were that many organisations were responding to the recession 

by reviewing costs, efficiency and value and in some cases this had led to restructuring and 

redundancies. Key issues for HR at this time were improving performance management, talent 

retention, workforce planning and employment engagement (Parkinson, 2010: 4). The 2010 find-

ings identify four key roles for HR during the economic recovery (p. 2):

● maintenance  – maintaining the focus on cost and productivity across the business;

● underpinning  – providing support and challenge to the business;

● restoration  – rebuilding trust and engagement after the tough times;

● building new  – refocusing on the future and building a growth-oriented capability.

The impact of social media in organisations

The development of social media has had a major impact on communication and the spread of 

ideas and attitudes generally, for example, in politics. In organisations, these media make con-

nections between employees, respond to people’s interests and needs and create and share infor-

mation outside the formal relationships and communication channels. They have considerable 

potential to influence HRM (see CIPD, 2013b).

Explore What other distant socio-political events or developments have influenced or are 
influencing HRM?
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Ideas and theories in the wider context of HRM

Just as we noted some of the ideas and theories that overlie and intersect with what happens in 

the immediate context of HRM, so here we note a few of the very many that are influential in 

the wider context of HRM. We shall pay them and others greater attention later when we exam-

ine their underlying assumptions and alternatives to them.

Belief in science

This is the generally accepted view inculcated in the majority of members of our society through 

the processes of socialisation and education, and sustained through sanctions against deviation. 

For example, most people have traditionally trusted in rationality and ‘orthodox medicine’ and 

have had doubts about the paranormal and ‘alternative medicine’. We do not generally question 

our orthodox beliefs: they ‘stand to reason’; they work; everyone else seems to think in the same 

way. By definition, therefore, we do not pay much attention to them; we do not consider how 

they frame the interpretations we make of our world, or what other alternatives there could be.

The concept of the individual

A key building block in Western thinking is the concept of the individual (Collin, 1996: 9). Its 

emphasis on individuality, the need for autonomy and fulfilment has underpinned the philosophy 

and practices of HRM, and is the moral basis for employment conditions and contracts.

Gender differences

Sexual equality and feminist ideas have long been accepted in our society, yet gender differences 

have continued to be issues. Equal pay, the glass ceiling and the appropriateness of positive dis-

crimination remain live issues in many organisations.

Modernism and postmodernism

These are included as examples of ideas that have been both imported from other disciplines and 

adopted in the attempt to understand HRM better. They achieved some degree of currency for 

a while but now appear to have lost it.

These ideas from art and architecture spread through the fields of culture (Harvey, 1990) and 

the social sciences, and were adopted by some to express a critical perspective in organisation 

studies (e.g. Gergen, 1992; Hassard and Parker, 1993; Hatch, 1997; Morgan, 1997) and in the 

HRM field (Townley, 1993; Legge, 1995). Connock (1992) included postmodern thinking among 

the contemporary ‘big ideas’ of significance to HR managers, while Fox (1990) interpreted stra-

tegic HRM as a self-reflective cultural intervention responding to postmodern conditions. 

Attempts were made to classify issues of post-industrialism, post-Fordism and the present stage 

of capitalism in modernist and postmodernist terms (see Reed and Hughes, 1992; Legge, 1995).

Some saw the differences between them in terms of historical period (‘post-modern’), others 

of epistemological position (‘postmodern’). For example, Clegg (1990: 180–81) suggested that 

the modernist organisations with which we had been familiar until the last decade or so of the 

twentieth century were rigid, addressed mass markets and were premised on technological deter-

minism; their jobs were ‘highly differentiated, demarcated and de-skilled’. ‘Post-modern’ organi-

sations, however, were flexible, addressed niche markets, and were premised on technological 

choices; their jobs were ‘highly de-differentiated, de-demarcated and multi-skilled’. Since Clegg’s 

analysis, hierarchical modern organisations have often been contrasted with ‘post-modern’ net-

working. As for their epistemological position (discussed later in this chapter), while ‘modernism’ 

was based on the belief that there existed a universal objective truth, which we could come to 
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know by means of rational, scientific approaches (though often only with the help of experts), 

‘postmodernism’ denied that. It assumed that truth was local and socially constructed (discussed 

later in this chapter) from a particular perspective. Instead it recognised the claims of diverse and 

competing interpretations, and accepted that everything is open to question, that there are always 

alternative interpretations.

Nevertheless, Legge (1995: 324–5) considered HRM to be both ‘post-modern’ and ‘postmod-

ern’. ‘From a managerialist view’ it was ‘post-modern’ in terms of epoch and its basic assump-

tions (p. 324), whereas ‘from a critical perspective’ it was a ‘postmodernist discourse’ (p. 312). 

HRM, with its ambiguous, or contested, nature, emerged alongside the spread of ‘post-modern’ 

organisations and ‘postmodern epistemology’. The recognition of multiple, co-existing yet com-

peting realities and interpretations, the constant reinterpretation, the eclecticism, the concern 

for presentation and re-presentation, the significance of theory lying not in its ‘truth’ but in its 

usefulness for practice, could be interpreted as a ‘postmodern’ rendering of the debate about the 

nature of the employment relationship. However, its relativity proved to be challenging and unset-

tling for those socialised into a ‘modern’ understanding of the world. By the second edition of 

her book, Legge (2004: 3) considered that there was ‘a retreat from postmodern approaches to 

HRM’ and that discussion of HRM as a post-modern/postmodern phenomenon had ‘a slightly 

passé feel’.

It could also be suggested that ‘postmodernism’ in the social sciences was a forerunner of 

social constructionism (see later), which has very similar views but which did not become estab-

lished as a possible alternative to traditional views until somewhat later.

Underlying assumptions

When we examine these examples of the influence of ideas upon the immediate and wider con-

texts of  HRM, we can recognise that they are underpinned by assumptions that differ 

significantly.

Defining reality

However, we need first to recognise that submerged even more deeply beneath those are the 

fundamental ways we define reality, which shape the very way we think. Some are so deeply 

ingrained that they are difficult to identify and express, but they are nevertheless embodied in 

the way we approach life.

Perception

Human beings cannot approach reality directly, or in a completely detached and clinical manner. 

The barriers between ourselves and the world outside us operate at very basic levels: ‘Despite the 

impression that we are in direct and immediate contact with the world, our perception is, in fact, 

separated from reality by a long chain of processing’ (Medcof and Roth, 1979: 4).

This processing includes the selection of stimuli to which to respond and the organisation and 

interpretation of them according to patterns we already recognise. (You can read more about 

this in Huczynski and Buchanan, 2013.) In other words, we develop a set of filters through which 

we make sense of our world. Kelly (1955) calls them our ‘personal constructs’, and they channel 

the ways we conceptualise and anticipate events (see Bannister and Fransella, 1971).

Defence mechanisms

Our approach to reality, however, is not just through cognitive processes. There is too much at 

stake for us, for our definition of reality has implications for our definitions of ourselves and for 

how we would wish others to see us. We therefore defend our sense of self – from what we inter-

pret as threats from our environment or from our own inner urges – by means of what Freud called 
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our ‘ego defence mechanisms’. In his study of how such behaviour changes over time, Vaillant 

(1977: 7) wrote: ‘Often such mechanisms are analogous to the means by which an oyster, con-

fronted with a grain of sand, creates a pearl. Humans, too, when confronted with conflict, engage 

in unconscious but often creative behaviour.’

Freudians and non-Freudians (see Peck and Whitlow, 1975: 39–40) have identified many forms 

of such unconscious adaptive behaviour, some regarded as healthy, while others are considered 

unhealthy and distorting. We may not go to the lengths of the ‘neurotic’ defences that Vaillant 

(1977: 384–5) describes, but a very common approach to the threats of the complexity of inti-

macy or the responsibility for others is to separate our feelings from our thinking, to treat people 

and indeed parts of ourselves as objects rather than subjects. The scene is set for a detached, 

objective and scientific approach to reality in general, to organisations in particular, and to the 

possibility of treating human beings as ‘resources’ to be managed.

Assumptions about organisations

Managers make assumptions about the nature of the organisation, many interpreting it as having 

an objective reality that exists separately from themselves and other organisational members – 

they reify it (see Glossary). They make assumptions about the nature of their own and the 

organisation’s goals, which many interpret as rational and objective. However, as Case Study 3.2 

illustrates, these may not be straightforward. Managers make assumptions about the appropriate 

distribution of limited power throughout the organisation, and how people in the organisation 

should be regarded and treated.

However, many managers do not identify or question their own assumptions. They leave them 

unstated, unaddressed and so rarely challenged; thus their actions appear, both to themselves 

and to others, to be based upon reason and organisational necessity. In the same way, many theo-

rists leave unstated the fact that the organisations about which they write exist within a particular 

economic system that has to meet the needs of capital. They ignore the material and status needs 

of owners and managers, and their emotional (Fineman, 1993) and moral selves (Watson, 2000). 

Many might assert the need for equal opportunities for jobs, training and promotion, but do not 

necessarily challenge the process of managing itself despite its often gender-blind nature (Hearn 

et al., 1989; Hopfl and Hornby Atkinson, 2000). Moreover, many other members of the organisa-

tion appear to accept those premises on which they are managed, even though those might 

conflict with their own experiences, or virtually disempower or disenfranchise them. This is also 

the case with many of the ideas current in the wider context of HRM. They are clearly not 

espoused by all, but alternatives to them are frequently not made explicit. They tend to be identi-

fied and discussed only by those writers who wish to persuade their readers to accept a different 

interpretation (e.g. Braverman, 1974; Hearn et al., 1989; Calas and Smircich, 1992).

Alternative ways of thinking

The examination we have made of the context of HRM has alerted us to questions about the 

assumptions that managers and theorists are making. These prompt the recognition that different 

assumptions might generate different ways of thinking (see Pirsig, 1976). These might include 

the way we conceptualise, theorise about and manage the employment relationship, and so have 

important implications for our interpretation of HRM. We shall now examine some of these.

Differing epistemological positions

Positivism

The commonly accepted epistemological position (theory of the grounds of knowledge) in West-

ern thinking is based on positivism. This forms the basis of scientific method, and applies the 
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rational and ordered principles of the natural sciences to human affairs generally. It manifests 

itself (see Heather, 1976; Rose, 1978: 26) in a concern for objectivity, in the construction of test-

able hypotheses, in the collection of empirical data, in the search for causal relationships and in 

quantification. It is therefore uneasy with subjective experience and in research attempts to 

maintain distance between the researcher and those studied (called ‘subjects’, though regarded 

more as objects). Scientific method has informed much social science research, which in turn has 

reproduced traditional Western interpretations through the kind of new knowledge generated, 

and hence it ‘reigns’ in much HRM research (Legge, 1995: 308). It will be clear from the discus-

sion of the immediate context of HRM that many managers and theorists of management 

espouse it, and it underpins many HRM activities such as psychometric testing for selection and 

human resource planning models.

We shall pay greater attention here to some of the alternatives to commonly accepted ways 

of thinking, not only because they are generally less well known than positivism but also because 

the contrast they make with positivism emphasises its nature. You could read more about them 

in Denzin and Lincoln (2005). The approaches here have different origins and, to some extent, 

values and constituencies. They differ from positivism, being concerned not with objective reality, 

but with our lived, subjective experience and interpretations of it. They pose a challenge to 

conventional thinking which could be perceived as threatening:

A scientist . . . depends upon his [sic] facts to furnish the ultimate proof of his proposi-

tions . . . these shining nuggets of truth. . . . To suggest [as Kelly (1955) does] . . . that 

further human reconstruction can completely alter the appearance of the precious fragments 

he has accumulated, as well as the direction of their arguments, is to threaten his scientific 

conclusions, his philosophical position, and even his moral security. . . . [O]ur assumption 

that all facts are subject . . . to alternative constructions looms up as culpably subjective and 

dangerously subversive to the scientific establishment.

 (Bannister and Fransella (1971: 17–18))

Phenomenology

This is concerned with understanding the individual’s conscious experience. Rather than analys-

ing this into fragments, it deals with it as a whole, that is, holistically. It acknowledges the signifi-

cance of subjectivity, which positivism subordinates to objectivity. Phenomenological researchers 

try to make explicit the conscious phenomena of experience of those they study, seeking access 

to them empathically, through shared meanings and inter-subjectivity. This is not a commonplace 

approach in the field of HRM and management (Sanders, 1982), although it is sometimes dis-

cussed in qualitative research studies.

Constructivism and social constructionism

Constructivism and social constructionism are also concerned with individual experience. The 

differences between them are often not clearly stated but, for our purpose, constructivism empha-

sises the individual’s cognitive processes. It does not deny the existence of an external reality, but 

holds that we cannot know it, only the models of it that we construct ourselves: ‘[E]ach individual 

mentally constructs the world of experience. . . . [T]he mind is not a mirror of the world as it is, 

but functions to create the world as we know it’ (Gergen, 1999: 236). (Note that some construc-

tivists appear to retain something of the positivist approach.)

We deal with social constructionism in more detail because it is a greater challenge to conven-

tional thinking. It does not assume that a reality independent of the observer exists. Reality is only 

what we construct ourselves, and that not through our own cognitive processes, as with construc-

tivism, but through the social processes of language, discourse and social interaction (see Raskin 

and Bridges, 2002). As Checkland (1981: 277) stated: ‘Human beings in the social process are 

constantly creating the social world in interaction with others. They are negotiating their inter-

pretations of reality, those multiple interpretations at the same time constituting the reality itself.’
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To make sense of our experiences, we have to interpret and negotiate meaning with others. 

There can be no single objective meaning, only, as Hoffman (1990: 3) suggests:

an evolving set of meanings that emerge unendingly from the interactions between people. 

These meanings are not skull-bound and may not exist inside what we think of as an individual 

‘mind’. They are part of a general flow of constantly changing narratives.

Hence social contructionism has considerable significance for HRM. It recognises that multiple 

and competing views of organisations and HRM are legitimate; that the significance of theory 

lies not in its ‘truth’ but in its usefulness for practice.

Social constructionism throws into question (Kvale, 1992; Hassard and Parker, 1993) the tradi-

tional (Western) understanding of the individual as a ‘natural entity’, independent of society, with 

‘attributes’ that can be studied empirically, a natural object, bounded, reified, highly individualised 

and autonomous, having rather than being a self (Collin, 1996: 9). That orthodox interpretation 

has provided the foundation for HRM thinking and practices, such as psychometric testing, com-

petencies and assessment, but social constructionism challenges that (Brittain and Ryder, 1999).

This epistemological position also recognises that knowledge is constructed and a social phe-

nomenon (Hoffman, 1990). Far from being objective and universal as in scientific thinking, it is 

constructed through the interplay of relationships, the workings of power, and often the domi-

nance of the most powerful. Hence social constructionism uncovers how traditional ways of 

thinking are reproduced through ideologies and hegemony (see the section on ‘hegemony’ later 

in this chapter). It asks ‘What truth?’, ‘Whose truth?’ and ‘Who says so?’ Hence it challenges the 

authority of the established view, for example, of the ‘meta-narratives’ of ‘progress’, ‘the value 

of science’ or ‘Marxism versus capitalism’ that had become the accepted framework of twentieth-

century understanding. It makes a critical interpretation of established bodies of thought such 

as psychology (Kvale, 1992), which could be seen as a Western cultural product (Stead and Wat-

son, 1999). It also encourages self-reflexivity and, therefore, a critical suspicion towards one’s 

own interpretations, and an ironic and playful treatment of one’s subject.

Traditional thinking assumes that language is neutral, ‘the vehicle for communicating independ-

ent “facts”’ (Legge, 1995: 306). The constructionist argument, however, is that this is not the case 

(see Reed and Hughes, 1992; Hassard and Parker, 1993). Rather than depicting objective reality, 

language constructs meaning. Weick (1979: 1) quotes a baseball story that illustrates this nicely:

Three umpires disagreed about the task of calling balls and strikes. The first one said, ‘I calls 

them as they is.’ The second one said, ‘I calls them as I sees them.’ The third and cleverest 

umpire said, ‘They ain’t nothin’ till I calls them.’

Language ‘itself constitutes or produces the “real”’ (Legge, 1995: 306). Moreover, it is ‘ideologi-

cal’ (Gowler and Legge, 1989: 438), both the means through which ideologies are expressed and 

the embodiment of ideology, and can work through rhetoric (discussed later in this chapter). 

This can be seen in sexist and racist language, and in ‘management-speak’.

Social constructionism highlights the significance of discourse. ‘Why do we find it so congen-

ial to speak of organisations as structures but not as clouds, systems but not songs, weak or 

strong but not tender or passionate?’ (Gergen, 1992: 207). The reason, Gergen goes on to say, is 

that we achieve understanding within a ‘discursive context’, and the organisational context 

understands structure. A discourse is a ‘set of meanings, metaphors, representations, images, 

stories, statements and so on that in some way together produce a particular version of events’ 

(Burr, 1995: 48), a version belonging to a particular group of people. It provides the language 

and meanings whereby members of that group can interpret and construct reality, and gives them 

an identifiable position to adopt upon a given subject, thereby constituting their own identity, 

behaviour and reality (Gavey, 1989). By interpreting competing positions in its own terms, the 

group’s discourse shuts down all other possible interpretations but its own. For example, in order 

to engage in academic discourse, academics have to learn (Parker and Shotter, 1990: 9):

a vocabulary and a set of analytic procedures for ‘seeing’ what is going on . . . in the 

appropriate professional terms. For we must see only the partially ordered affairs of 
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everyday life, which are open to many interpretations . . . as if they are events of a certain 

well-defined kind.

Using the contrast between ‘everyday talk’ and academic writing, Parker and Shotter (1990: 2–3) 

explain how academic text standardises its interpretations:

The strange and special thing about an academic text . . . is that by the use of certain strate-

gies and devices, as well as already predetermined meanings, one is able to construct a text 

which can be understood (by those who are a party to such ‘moves’) in a way divorced from 

any reference to any local or immediate contexts. Textual communication can be (relatively) 

decontextualised. Everyday talk, on the other hand, is marked by its vagueness and openness, 

by the fact that only those taking part in it can understand its drift; the meanings concerned 

are not wholly predetermined, they are negotiated by those involved, on the spot, in relation 

to the circumstances in which they are involved. . . . Everyday talk is situated or contextual-

ised, and relies upon its situation (its circumstances) for its sense.

There are many discourses identifiable in the field of organisation and management studies – 

managerial, humanist, critical, industrial relations – that offer their own explanations and rheto-

ric. You can explore them further in, for example, the chapters that follow, and in Clark et al. 

(1994), but you should remain aware that academic discourse itself enables writers to exercise 

power over the production of knowledge and to influence their readers. Awareness of discourse 

is also important for the understanding of organisations (Baxter, 1999: 49):

[O]rganisational life is made up of many ‘discourses’ – that is, flows of beliefs, experiences, 

meanings and actions. Each of these discourses shapes the behaviour of the organisation and 

of teams and individuals within it. These discourses are in turn created and reworked by indi-

viduals’ actions and their expressed beliefs. This may not sound much, but it shifts the manage-

ment of change, for example, from a simplistic view of changing culture, processes and 

structures to one of altering these aspects of organisational life by building on and reshaping 

the various discourses flowing around a company.

As also suggested by Pepper’s (1942) contextualism, discussed later in this chapter, this view of 

the social construction of meaning implies that we cannot separate ourselves from our created 

reality: ‘man [sic] is an animal suspended in webs of significance he himself has spun’ (Geertz, 

1973: 5). This approach emphasises the significance of perspective, the position from which an 

interpretation is made (remember The Guardian advertisement at the start of this chapter?).

While the social construction of meaning appears a very abstract notion, it is apparent in 

everyday life in the stories we tell: narrative is how we make meaning (Polkinghorne, 1988). ‘We 

dream in narrative, daydream in narrative, remember, anticipate, hope, despair, believe, doubt, 

plan, revise, criticise, construct, gossip, learn, hate, and love by narrative’ (Hardy, 1968: 5). Lis-

tening to narratives is an approach increasingly favoured by those trying to understand organisa-

tions (Gabriel, 2000).

The reproduction of traditional thinking

In the face of so many possible alternatives, how has traditional thinking come about? Social 

constructionism uncovers some of the mechanisms whereby it is reproduced.

Ideology

Gowler and Legge (1989) define ideology as ‘sets of ideas involved in the framing of our experi-

ence, of making sense of the world, expressed through language’ (p. 438). It has a narrower focus 

than the traditional ways of thinking we have been discussing in previous sections, and can be 

seen as a localised orthodoxy, a reasonably coherent set of ideas and beliefs that often goes 

unchallenged. According to Sloan (1992: 174): ‘Ideology operates as a reifying, congealing mecha-

nism that imposes pseudoresolutions and compromises in the space where fluid, contradictory, 

and multivalent subjectivity could gain ground’.
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Ideology purports to explain reality objectively, but within a pluralist society it actually rep-

resents and legitimates the interests of members of a subgroup. It is a ‘subtle combination of 

facts and values’ (Child, 1969: 224), and achieves its ends through language and rhetoric. What 

we hear and what we read are conveying someone else’s interpretations. The way those are 

expressed may obscure the ideology and vested interest in those interpretations. For example, in 

contrast to the generally accepted view of culture, Jermier argues that culture is ‘the objectified 

product of the labour of human subjects. . . . [T]here is a profound forgetting of the fact that 

the world is socially constructed and can be remade. . . . Exploitative practices are mystified and 

concealed’ (Frost et al., 1991: 231).

As you will recognise from this chapter, the organisation is an arena in which ideologies of 

many kinds are in contest: capitalism and Marxism, humanism and scientific approaches to the 

individual, feminism and a gender-biased view.

Child (1969) discusses the ideology embodied in the development of management thinking, 

identifying how the human relations approach chose to ignore the difference of interests between 

managers and employees and how this dismissal of potential conflict influenced theory and practice. 

Commentators such as Braverman (1974), Frost et al. (1991) and Rose (1978), and many of the 

readings in Clark et al. (1994), will help you to recognise some of the ideologies at work in this field.

Hegemony

Hegemony is the exertion of a group’s authority over subordinate groups by imposing its definition 

of reality over other possible definitions, with the result that less powerful people are disempowered, 

overlooked, remain silent and are left without a ‘voice’ (Mishler, 1986; Bhavnani, 1990).

This does not have to be achieved through direct coercion, but by ‘winning the consent of the 

dominated majority so that the power of the dominant classes appears both legitimate and natu-

ral’. In this way, subordinate groups are ‘contained within an ideological space which does not 

seem at all “ideological”: which appears instead to be permanent and “natural”, to lie outside 

history, to be beyond particular interests’ (Hebdige, 1979: 15–6).

It is argued that gender issues are generally completely submerged in organisations and theo-

ries of them (Hearn et al., 1989; Calas and Smircich, 1992; Hopfl and Hornby Atkinson, 2000) 

so that male-defined realities of organisations appear natural, and feminist views unnatural and 

shrill. You could use the readings in Clark et al. (1994) to identify instances of hegemony and 

the outcomes of power relations, such as the ‘management prerogative’. Watson (2000) throws 

light on the manager’s experience of these.

Rhetoric

Rhetoric is ‘the art of using language to persuade, influence or manipulate’ (Gowler and Legge, 

1989: 438). ‘[I]ts high symbolic content allows it to reveal and conceal but above all develop and 

transform meaning’ (Gowler and Legge, 1989: 439, their italics). It ‘heightens and transforms 

meaning by processes of  association, involving both evocation and juxtaposition’. In other 

words, its artfulness lies in playing with meanings, and it can be used for various effects. It is 

something with which we are familiar, whether as political ‘spin’ or as the terminology used in 

effecting organisational change (Atkinson and Butcher, 1999). In the ‘eco-climate’ of an organisa-

tion, where meanings are shared and negotiated, power and knowledge relations are expressed 

rhetorically. For example, changes to structure and jobs might be described as ‘flexibility’ rather 

than as the casualisation of work, and increased pressures upon employees as ‘empowerment’. 

Legge (1995: xiv) proposes that one way of interpreting HRM is to recognise it as ‘a rhetoric 

about how employees should be managed to achieve competitive advantage’ that both ‘celebrates’ 

the values of its stakeholders while ‘at the same time mediating the contradictions of capitalism’. 

In other words, it allows those stakeholders to ‘have their cake and eat it’. Nevertheless, Eccles 

and Nohria (1992: 10) regard rhetoric as

something that can be used and abused, but it cannot be avoided [original italics]. Rather, it 

constantly serves to frame the way we see the world. In our view, rhetoric is used well when 
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it mobilises actions of people in a way that contributes both to the individuals as people and 

to the performance of organisations as a whole.

It is effective when it is flexible enough ‘to incorporate the different meanings, emphases, 

and interpretations that different people will inevitably give it’. (p. 35)

Differing ‘world hypotheses’

Writing about Kelly’s (1955) personal construct theory, Bannister and Fransella (1971: 18) argue: 

‘[W]e cannot contact an interpretation-free reality directly. We can only make assumptions about 

what reality is and then proceed to find out how useful or useless those assumptions are.’ How-

ever, we have developed our assumptions from birth, and they have been refined and reinforced 

by socialisation and experience so that, generally, we are not even aware of them. We do not, 

therefore, generally concern ourselves with the theory of knowledge, or epistemology, and often 

find the discussion of philosophical issues difficult to follow. Nevertheless, we are undoubtedly 

making significant assumptions about ‘what it is possible to know, how may we be certain that 

we know something’ (Heather, 1976: 12–3). These assumptions underpin thinking and contribute 

to the filters of perception: they therefore frame any understanding of the world, including the 

ways in which researchers, theorists and practitioners construe HRM. To understand something 

of HRM, we need at least to recognise some of the implications of these epistemological and 

philosophical issues.

Pepper’s (1942) ‘world hypotheses’ help us distinguish some of the fundamentally different 

assumptions that can be made about the world. He classifies them as two pairs of polarised 

assumptions. The first pair is about the universe. At one pole is the assumption that there is an 

ordered and systematic universe, ‘where facts occur in a determinate order, and where, if enough 

were known, they could be predicted, or at least described’ (Pepper, 1942: 143). At the other pole, 

the universe is understood as a ‘flowing and unbroken wholeness’ (Morgan, 1997: 251), with ‘real 

indeterminateness in the world’ (Harré, 1981: 3), in which there are ‘multitudes of facts rather 

loosely scattered and not necessarily determining one another to any considerable degree’ (Pep-

per, 1942: 142–3). Pepper’s second polarity is about how we approach the universe: through 

analysis, fragmenting a whole into its parts in order to examine it more closely, or through syn-

thesis, examining it as a whole within its context.

Western thinking stands at the first pole in both pairs of assumptions: it takes an analytical 

approach to what is assumed to be an ordered universe. Hence ‘we are taught to break apart 

problems, to fragment the world’ (Senge, 1990: 3); we examine the parts separately from their 

context and from one another, ‘wrenching units of behaviour, action or experience from one 

another’ (Parker, 1990: 100). These approaches, which underpin the scientific approach and 

positivism outlined earlier, lead us in our research to examine a world that we interpret as 

‘abstract, fragmented, precategorized, standardised, divorced from personal and local con-

texts or relevance, and with its meanings defined and controlled by researchers’ (Mishler, 

1986: 120).

By contrast, and of particular relevance to this chapter, there is ‘contextualism’. This is Pep-

per’s world hypothesis that espouses the assumptions at the second pole of both pairs above. 

This regards events and actions as processes that are woven into their wider context, and so have 

to be understood in terms of the multiplicity of interconnections and interrelationships within 

that context. This is what our tapestry metaphor has attempted to convey. We can use further 

metaphors to glimpse just how different this view is from our orthodox understanding of the 

Explore Revisit Case Study 3.1. How does the language used to describe the gig economy influence our 
understanding of it?
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world: from the user’s perspective, the latter is like using a library, while the former is more like 

using the internet (Collin, 1997). The information in a library is structured and classified by 

experts in a hierarchical system according to agreed conventions; users have to follow that system, 

translating their needs for information into a form recognised by that system. The internet, 

however, is an open-ended network of providers of information, non-linear, constantly changing 

and expanding. It presents users with a multitude of potential connections to be followed at will 

and, moreover, the opportunity to participate through dialogue with existing websites or through 

establishing their own web page or blog.

Differences as basic as those between Pepper’s world hypotheses inevitably lead to very dif-

ferent ways of seeing and thinking about reality and, indeed, of understanding our own role in 

the universe. However, we are rarely aware of or have reason to question our deepest assumptions. 

Not only does our generally accepted approach itself impede our recognition of these epistemo-

logical issues, but the processes of socialisation and education in any given society nudge its 

members in a particular direction [although some may wander off the highway into the byways 

or, like the author of Zen and the Art of  Motorcycle Maintenance (Pirsig, 1976), into what are 

assumed to be badlands]. It can be easier to discern these issues in the contrast offered by the 

epistemological positions adopted in other societies. We can, for example, recognise more of our 

own deeply embedded assumptions when we encounter a very different world view such as 

revealed in an anthropologist’s account of his apprenticeship to a Yaqui sorcerer (Castaneda, 

1970). Of this, Goldschmidt (1970: 9–10) writes:

Anthropology has taught us that the world is differently defined in different places. It is not 

only that people have different customs; it is not only that people believe in different gods 

and expect different post-mortem fates. It is, rather, that the worlds of different peoples have 

different shapes. The very metaphysical presuppositions differ: space does not conform to 

Euclidean geometry, time does not form a continuous unidirectional flow, causation does not 

conform to Aristotelian logic, man [sic] is not differentiated from non-man or life from death, 

as in our world. . . . The central importance of entering worlds other than our own – and 

hence of anthropology itself – lies in the fact that the experience leads us to understand that 

our own world is also a cultural construct. By experiencing other worlds, then, we see our own 

for what it is.

Most of the epistemological threads in the tapestry examined in this chapter reflect Western 

orthodoxy [note how this has exerted hegemony (discussed earlier; also see Glossary) over non-

Western thinking (Stead and Watson, 1999)]. However, this orthodoxy itself might be gradually 

changing; some commentators have argued that it has reached a ‘turning point’ (Capra, 1983), 

that they can detect signs of a ‘paradigm shift’ (see Glossary). Indeed, over the last decade or so 

there have emerged new developments in the natural sciences (see below), and elsewhere (e.g. 

feminist thinking; see the following section) that challenge accepted thinking.

Feminist thinking

Recognition of the differences between the world-views of women and men challenges what is 

increasingly regarded as the male world-view of the positivist approach (Gilligan, 1982; Spender, 

1985). Gilligan’s (1982) landmark study concluded that women value relationship and connec-

tion, whereas men value independence, autonomy and control. Bakan (1966) made a distinction 

between ‘agency’ and ‘communion’, associating the former with maleness and the latter with 

femaleness. Agency is ‘an expression of independence through self-protection, self-assertion and 

control of the environment’ (Marshall, 1989: 279), whereas the basis of communion is integration 

Explore How could you use Pepper’s ideas to explain the challenges to conventional thinking made by 
social constructionism?
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with others: ‘The agentic strategy reduces tension by changing the world about it; communion 

seeks union and cooperation as its way of coming to terms with uncertainty. While agency mani-

fests itself in focus, closedness and separation, communion is characterised by contact, openness 

and fusion’ (Marshall, 1989: 289).

Therefore, Marshall (1989) argues, feminist thinking ‘represents a fundamental critique of 

knowledge as it is traditionally constructed . . . largely . . . by and about men’ and either ignores 

or devalues the experience of women:

[with] its preoccupation with seeking universal, immutable truth, failing to accept diversity 

and change; its categorisation of the world into opposites, valuing one pole and devaluing the 

other; its claims of detachment and objectivity; and the predominance of linear cause-and-

effect thinking. These forms reflect male, agentic experiences and strategies for coping with 

uncertainty. By shaping academic theorising and research activities, they build male power 

and domination into the structures of knowledge. (p. 281)

Calas and Smircich (1992: 227) discuss how gender has been ‘mis- or under-represented’ in organ-

isation theory, and explore the effects of rewriting it in. Those would include the correction or 

completion of the organisational record from which women have been absent or excluded; the 

assessment of gender bias in current knowledge; and the making of a new, more diverse organisa-

tion theory that covers topics of concern to women. Hopfl and Hornby Atkinson (2000) point 

to the gendered assumptions made in organisations, while Hearn et al. (1989) identify similar 

shortcomings in organisation theory in their discussion of the sexuality of organisations.

However, it is important to note that it is only the non-positivist forms of feminist thinking 

that are cited here: in other words, there are also positivist versions.

Systems and ecological thinking

Systems thinking takes a different perspective from that of traditional Western thinking, and has 

much in common with ecological thinking. It allows us to see the whole rather than just its parts 

and to recognise that we are a part of that whole: we argued at the start of the chapter that this 

was needed for the understanding of context. It registers patterns of change, relationships rather 

than just individual elements, a web of interrelationships and reciprocal flows of influence rather 

than linear chains of cause and effect. As with feminist thinking, there are both positivist and 

alternative views of systems, but here we are concerned with the latter. For example, in his ‘soft 

systems methodology’, Checkland (1981) employs systems not as ‘descriptions of actual real-

world activity’ (p. 314), but as ‘tools of an epistemological kind which can be used in a process 

of exploration within social reality’ (p. 249).

The concept of system denotes a whole, complex entity, comprising a hierarchy of subsystems, 

where the whole is greater than the sum of its parts. Much of what has been written about sys-

tems draws upon General Systems Theory, a meta-theory that offered a way to conceptualise 

phenomena in any disciplinary area. Very importantly, the systems approach does not argue that 

social phenomena are systems, but rather that they can be modelled (conceptualised, thought 

about) as though they had systemic properties. The concept of system used in the social sciences 

is therefore a very abstract kind of metaphor. However, we can give only a brief outline of systems 

concepts here: you will find further detail in Checkland (1981), Checkland and Scholes (1990), 

Senge (1990) and Morgan (1997).

Systems may be ‘open’ (like biological or social systems) or ‘closed’ to their environment (like 

many physical and mechanical systems). As shown in Figure 3.2, the open system imports from, 

and exchanges with, its environment what it needs to meet its goals and to survive. It converts 

or transforms these inputs into a form that sustains its existence and generates outputs that are 

returned to the environment either in exchange for further inputs or as waste products. The 

environment itself comprises other systems that are also drawing in inputs and discharging out-

puts. Changes in remote parts of any given system’s environment can therefore ripple through 

that environment to affect it eventually. There are feedback loops that enable the system to make 
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appropriate modifications to its subsystems in the light of its changing environment. Thus the 

system constantly adjusts to achieve equilibrium internally and with its environment.

Reflecting upon the management approaches identified earlier, we can now recognise that the 

scientific management, human relations and perhaps also the humanistic approaches treated the 

organisation as a closed system, whereas the human resource approach recognises it as open to 

its environment. Brunsson’s (1989) identification of the ‘action’ and ‘political’ organisations 

could also be seen as an open systems approach.

The significance of systems thinking, then, lies in its ability to conceptualise complex, dynamic 

realities – the system and its internal and external relationships – and model them in a simple, 

coherent way that is capable of further elaboration when necessary. This means that we can use 

it to hold in our minds such complex ideas as those discussed in this book, without diminishing 

our awareness of their complexity and interrelationships.

According to Senge (1990: 12–3), systems thinking is essential for the development of the 

effective organisation – the learning organisation:

At the heart of a learning organisation is a shift of mind – from seeing ourselves as separate 

from the world to connected to the world, from seeing problems as caused by someone or 

something ‘out there’ to seeing how our own actions create the problems we experience. A 

learning organisation is a place where people are continually discovering how they create 

their reality. And how they can change it.

Systems thinking therefore enables us to contextualise organisations and HRM. It conceptualises 

an organisation in an increasingly complex and dynamic relationship with its complex and 

dynamic global environment. Changes in one part of the environment – climate change, collapse 

of the banks, failed harvests and wars – can change the nature of the inputs – raw materials, 

money and other resources – into an organisation. This can lead to the need for adjustments in 

and between the subsystems – new marketing strategies, technologies and working practices – 

either to ensure the same output or to modify the output. The environment consists of other 

organisations, the outputs of which – whether intentionally or as by-products – constitute the 

inputs of others. A change in output, such as a new or improved product or service, however, will 

System composed

of subsystems

Conversion

process

Outputs

into

environment

Inputs

from

environment

Feedback Feedback

Environment composed of

other systems

Figure 3.2  Model of an open system.
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constitute a change in another organisation’s input, leading to a further ripple of adjustments. 

Consider, for example, how flexible working practices and call centres have been developed. 

Sherwood (2002) illustrates how to apply systems thinking to practical HRM issues.

Developments in scientific thinking

We shall now turn briefly to another possible source of  influence upon the HRM field. 

Developments in the natural sciences challenge some of  the key assumptions of  Newton’s 

mechanistic notion of the universe. Traditionally, science has been ‘reductionist’ in its analy-

sis into parts and search for ‘the basic building blocks of  matter’ (Wheatley, 1992: 32). It had 

assumed that ‘certainty, linearity, and predictability’ (Elliott and Kiel, 1997: 1) were essential 

elements of  the universe. However, new discoveries have questioned those assumptions, 

generating the theories of  complexity and chaos. Complexity refers to a system’s ‘interre-

latedness and interdependence of components as well as their freedom to interact, align, and 

organise into related configurations’ (Lee, 1997: 20). Chaos refers to the way small differ-

ences in initial conditions can lead to widely different outcomes (the ‘butterfly effect’). As 

Morgan (1997: 262) wrote:

Because of this internal complexity, random disturbances can produce unpredictable events 

and relationships that reverberate throughout a system, creating novel patterns of change. . . . 

[H]owever, . . . despite all the unpredictability, coherent order always [emphasis in original] 

emerges out of the randomness and surface chaos.

To understand complexity, new approaches that recognise the whole rather than just its parts – a 

holistic approach – and attention to relationships between the parts are needed, and these are 

being developed.

Although theories of complexity and chaos are sometimes referred to as a ‘postmodern sci-

ence’, this is a ‘common misconception’, for ‘while recognising the need for a modification of the 

reductionist classical model of science, [these theories] remain grounded within the “scientific” 

tradition’ (Price, 1997: 3). They are, nevertheless, recognised as relevant to the understanding of 

complex social systems. For example, ‘chaos theory appears to provide a means for understanding 

and examining many of the uncertainties, nonlinearities, and unpredictable aspects of social 

systems behaviour’ (Elliott and Kiel, 1997: 1). The literature on the application of these theories 

to social phenomena tends to be very demanding (e.g. Eve et al., 1997; Kiel and Elliott, 1997). 

However, Morgan’s (1997) and Wheatley’s (1992) applications to organisations are more acces-

sible. There has been some application in the HRM field. For example, Cooksey and Gates (1995) 

use non-linear dynamics and chaos theory as a way of conceptualising how common HRM 

practices translate into observable outcomes. Brittain and Ryder (1999: 51) draw on complexity 

theory in their attempt to improve the assessment of competencies, and conclude that ‘HR pro-

fessionals and psychologists need to challenge widely held beliefs about assessment processes, 

move away from simplistic assumptions about cause and effect and take a more complex view of 

the world’.

Explore ● How would you represent an organisation in a changing world in terms of the open systems 
model?

● Working individually or in groups, identify its inputs (where they come from, and how they 
could be changing), how it converts these, and what its (changing?) outputs might be.

● What are its feedback mechanisms?
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Ethical issues in HRM

Ethics is the branch of philosophy that concerns the values of right and wrong in human conduct, 

and such considerations are inherent in managing people in organisations. Indeed, the profes-

sional practice of HRM has ethical standards on a wide range of topics, such as health and safety 

and the need for equity and fairness in employment, compensation and appraisal. You can read 

about some of the debates on these issues in Greenwood (2002) and Winstanley and Woodall 

(1996, 2000).

Ethics are also an issue at the corporate and strategic level, their significance highlighted by 

the growing reputation of stakeholder theory (Freeman, 1984). The CIPD (2013c) is concerned 

that the needs and interests of stakeholders be recognised, that relationships be based on confi-

dence, trust and respect, and that practices provide opportunity, diversity, inclusion and dignity. 

And there is now considerable interest in the development of the ‘third generation’ of quality 

management (Foster and Jonker, 2007) in which emphasis is placed on the social network of 

stakeholders and on relational and not just instrumental values.

Our examination of the context of HRM has drawn attention to issues that raise ethical 

questions. We have noted that managers have to respond to the tensions in their organisations 

generated by:

● the existence of several stakeholders in the employment relationship;

● their differing aims, interests and needs;

● their differing perspectives upon and interpretations of  events, experiences and 

relationships;

● the interplay between formal organisation and individual potential and needs.

The strategy they choose to adopt will affect employees differently and so it has an ethical dimen-

sion. Similarly, there are ethical issues raised in Case Study 3.1. These are clearly visible, but are 

they openly discussed? What we have noted of the workings of ideology and hegemony suggests 

that the basis of many management decisions will not only be obscured but will also benefit a 

powerful minority, not the majority of employees.

The chapter has also emphasised that there are alternative, and very different, ways of think-

ing that are based on interpretations of reality and underlying assumptions. However, many of 

those assumptions are obscured or submerged and so are not open to interrogation or debate. 

Indeed, the managers themselves might not be fully aware of them, and so might be unable to 

take them into account when making their decisions. Equally, they might be unaware of the 

interpretations and underlying assumptions of their colleagues, superiors or subordinates, and 

hence would not be fully aware of all of the factors they would need to know in order to act ethi-

cally (and effectively).

So attention to context promotes recognition of the need for managers to be aware of episte-

mological and other underlying assumptions on which their decisions are made. In order to act 

ethically and responsibly, they need to be willing to question themselves and to reflect on the 

implications of their views; to be transparent and discuss their assumptions; to listen and give 

due weight and representation to others’ thinking; and to have policies to deal with issues of 

conscience.

Explore What similarities do you see between systems thinking and these developments in science?
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Concluding comments

This chapter has responded to the challenge of representing context by using the metaphor of a 

tapestry. We have pulled out for examination various strands of meaning that managers and 

academics are drawing upon to construct – that is, both to create and to make sense of – HRM. 

The basic foundations of society are the warp threads that run the length of the tapestry, while 

alternative ways of thinking are the weft. Woven together, they produce the context that has 

HRM interwoven into it. The nature of the threads is generally not visible on the surface, but 

they are more apparent when the tapestry is turned over. Issues and events such as multicultural-

ism, NEETs (young people who are not in education, employment, or training), workfare, Euro-

pean directives and the Eurozone constitute the surface stitching that is drawn through the warp 

and weft and elaborates the pattern that is HRM.

Multiple meanings are continuously being woven into the organisational and conceptual pat-

tern that is HRM, and awareness of this allows us to recognise that yet further meanings, and 

hence potentials for the management of  the employment relationship, remain to be 

constructed.

By pointing to the need to recognise the significance of the context of HRM, this chapter is 

also acknowledging that you will find herein more interpretations than this book of ‘academic 

text’ (Parker and Shotter, 1990), shaped by its writers’ own agendas and values and the practicali-

ties of commercial publication, can offer you. The process both of writing and of publication is 

that of decontextualisation, fragmentation, standardisation and presentation of knowledge as 

‘entertaining education’, in bite-sized chunks of knowledge or sound bites. But by urging you to 

become aware of the context of HRM, this chapter is at the same time inviting you to look 

beyond what this book has to say, to recognise the nature of its discourse or, rather, discourses, 

to challenge its assumptions (and, indeed, your own) and to use your own critical judgements 

informed by your wider reading and personal experience. This chapter had a further aim (and 

this betrays this writer’s agenda and values), which is to orientate your thinking generally towards 

an awareness of context, to think contextually, for ultimately awareness of context is empower-

ing. One of the outcomes could well be greater knowledge but less certainty, the recognition that 

there could be competing interpretations of the topic you are considering, that the several per-

spectives on the area could all yield different conclusions. Attention to context, therefore, encour-

ages us not to be taken in by our initial interpretations, or to accept unquestioningly the 

definitions of reality that others would have us adopt (hegemony). There are, however, no easy 

answers, and we have to make the choice between alternatives. Reality is much messier and more 

tentative than theory and, like ‘everyday talk’, it is ‘marked by its vagueness and openness’, its 

meaning open to interpretation through negotiation with others. The acceptance of this, how-

ever, is one of the marks of the mature learner: the ability to recognise alternative viewpoints 

but, nevertheless, to take responsibility for committing oneself to one of them.

By definition, one chapter cannot begin to portray the details of the context of HRM. Those, 

after all, are constantly changing with time. It will have achieved its purpose if it causes you to 

recognise the significance of context and the need to adopt ways of thinking that enable you to 

conceptualise it. It can point you in some directions, and you will find many others in the chapters 

that follow, but there are no logical starting points, because context is indivisible – and you will 

never reach the end of  the story because, from the perspective of  context, the story is 

never-ending.



94        CHAPTER 3  CONTEXTUALISING HRM

Summary

● The chapter argues that the keys to the understanding of human affairs, such as HRM, lie 

within their context. Although context is difficult to conceptualise and represent, readers can 

draw on their existing understanding of environmental issues to help them comprehend it. 

Awareness and comprehension of context are ultimately empowering because they sharpen 

critical thinking by identifying and challenging our own and others’ assumptions.

● Multiple interests, conflict and stressful and moral issues are inherent in the immediate context 

of HRM, which comprises the organisation (the nature of which generates a number of 

tensions) and management (defined as the continuous process of resolving those tensions). 

Over time, managers have adopted a range of approaches to their task, including scientific 

management, the human relations school, humanistic organisation development and HRM. 

Examination of this immediate context uncovers the existence of some significant assumptions 

that inform managers’ differing practices and the competing interpretations that theorists 

make of them. It also highlights ethical issues.

● The wider social, economic, political and cultural context of HRM is diverse, complex and 

dynamic, but some very different and unconnected strands of it are pulled out for examination, 

such as the legacies of the two world wars in relation to the management of the employment 

relationship. Other threads are the alternative ways of thinking that locate HRM within a 

contemporary framework of ideas that challenge assumptions about the management of the 

employment relationships.

● The chapter, however, finds it insufficient to conceptualise context as layered, like an onion. 

Rather, HRM is embedded in its context. The metaphor of a tapestry is therefore used to 

express the way in which its meaning is constructed from the interweaving and mutual 

influences of the basic structures of society, with alternative ways of thinking derived from 

perceptual, epistemological, philosophical and ideological positions. These include positivism, 

phenomenology, constructivism, social constructionism, feminist thinking, systems thinking 

and new developments in science, which make their impact through ideology, hegemony and 

rhetoric. People, events and issues are the surface stitching.

● The nature of this tapestry, with its multiple and often competing perspectives, ensures that 

HRM, as a concept, theory and practice, is a contested terrain. However, the chapter leaves 

readers to identify the implications of this through their critical reading of the book.

● This examination of context challenges readers to develop their critical thinking and high-

lights ethical issues.

Questions

1 In what ways does the conceptualisation of context adopted by this chapter differ from more 

commonly used approaches (e.g. in the models of HRM in Chapter 1)? Does it add to the 

understanding they give of HRM and, if so, in what way?

2 What assumptions and ‘world hypotheses’ appear to underpin the tapestry metaphor of this 

chapter, and what are the implications for your use of it?

3 Identify some recent events that are likely to play a significant part in the context of HRM.

4 This chapter has been written from a British perspective. If you were working from a different 

perspective – South African, perhaps, or Scandinavian – what elements of the context of 

HRM would you include?



Case study
BHS report lays bare failure and culpability: Parliamentary inquiry lambasts collapsed 
store chain’s ex-owner, buyer and its ‘directors, advisers and hangers-on’

Dominic Chappell, who bought UK retailer BHS for £1 and 
presided over its collapse barely a year later, had credibility 
problems that would have frightened many sellers away.

Not only was he a former bankrupt who had been intro-
duced to the sale of BHS by a convicted fraudster, but his 
own investment bankers had walked out after discovering 
that they had been misled about the terms of the deal.

Yet so determined was Sir Philip Green, who acquired 
BHS in 2000, to proceed with the rushed sale that, instead 
of giving proper scrutiny to Mr Chappell’s obvious 
shortcomings as a buyer, the retail entrepreneur either 
overlooked them or fixed them by inserting himself on the 
other side of the deal.

These are the findings of a parliamentary inquiry, 
published today, into Britain’s most contentious corporate 
failure in years. They follow weeks of hearings that MPs say 
‘resembled a circular firing squad’ of witnesses who 
believed that by implicating others they could escape 
blame.

The report directs bracing criticism at Sir Philip, whose 
family received large dividends in the years after he took 
control of BHS, but later presided over a streak of losses 
and falling sales as the stores became a byword for high 
street decay. ‘We found little evidence to support the repu-
tation for retail business acumen for which he received his 
knighthood’, MPs said.

Goldman Sachs, the bank to which Sir Philip has 
entrusted some of his fortune, is criticised for allowing its 
‘prestigious name to be cited as that of “gatekeeper” to the 
transaction’, burnishing Mr Chappell’s credentials when he 
tried to recruit directors to the board of his Retail Acquisi-
tions vehicle.

Mr Chappell, too, is excoriated for being ‘over-optimistic 
to the point of arrogance’ and having enriched himself 
through a lavish salary and management fees, which led 
MPs to say he ‘had his hands in the till’.

Retail Acquisitions was entitled to receive a fee of 
2 per cent of any loan it arranged for the retailer, according 
to documents released by the inquiry. BHS took out loans 
with an aggregate value of about £100m in the 13 months 
that followed the sale, in a desperate race to fund widening 
losses while management tried to turn the business round.

Some of the report’s most withering passages are 
reserved for the ‘directors, advisers and hangers-on’ who 
surround the two men. They ‘are all culpable’, the MPs say. 
Among the advisers to Mr Chappell were Olswang, the law 

firm, and Grant Thornton, the accountancy firm. Executives 
working for Sir Philip’s Arcadia Group have said they took 
comfort from the involvement of such prestigious names.

Both firms received ‘success fees’ that were dependent 
on the transaction going ahead. MPs added that ‘advisers 
were doubly dependent on a successful transaction 
because [Retail Acquisitions] did not have the resources to 
pay them otherwise,’ describing the firms as ‘preoccupied 
with how their fees would be paid’.

MPs criticised both firms for adopting a ‘very wide inter-
pretation of confidentiality’ that prevented them even from 
saying how much money they earned from the work. 
Sir Philip has put the figure at £8m.

They also described as ‘disingenuous’ Sir Philip’s claim 
that the advisory firms’ involvement was evidence of Mr 
Chappell’s credibility. ‘Expert advisers are . . . there to 
advise, not to provide an expensive badge of legitimacy to 
people who would otherwise be bereft of credibility’, the 
MPs said.

The committee took issue with the Arcadia executives’ 
claim to have been reassured when Mr Chappell placed 
£35m in a bank account at short notice.

MPs have heard that the £35m turned out to be a down-
payment on the sale of a property which Sir Philip had 
intended to sell to Mr Chappell’s Retail Acquisitions for less 
than its market value. The money did not belong to 
Mr Chappell’s group, and was never destined to be injected 
into BHS. ‘At best it demonstrated [Mr Chappell’s] capability as 
a would-be estate agent’, MPs wrote.

MPs urged Sir Philip to make a ‘large financial contribu-
tion’ to shore up the chain’s stricken pension funds, which 
have unfunded liabilities of £571m.

Sir Philip and his Arcadia group have begun talking to 
the Pensions Regulator about a deal that would see the 
‘king of the high street’ hand over a chunk of his personal 
fortune. Arcadia described the talks as a work in progress.

Although the inquiry did not comment on whether Sir 
Philip should keep his knighthood, the billionaire could face 
referral to the forfeiture committee if he is deemed to have 
brought the honours system into disrepute.

MPs said they believed Sir Philip had ‘some affection’ for 
BHS. ‘To an extent it created him,’ they wrote. ‘Now it could 
also bring him down’.

Source: Vandevelde, M. (2016), ‘BHS reports lays bare failure and culpa-
bility’, Financial Times, 25 July; © 2016 The Financial Times Limited.
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Questions
You can tackle these questions on your own or in a small 
group.

1 Identify the many and varied stakeholders affected by 
the collapse of BHS and the key interests of these 
different groups.

2 What tensions might be created by different stakeholder 
interests and to what extent can they be addressed?

3 What ethical issues are raised by the BHS case? How 
might they be avoided in future?
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Introduction to Part 2

This part of the textbook deals with how organisations define and meet their needs for labour and 
how they are influenced by factors internal and external to the organisation. For students and prac-
titioners of management, a key theme in recent times has been one of global economic uncertainty 
and resulting volatility in product and labour markets. This trend has been heightened as a conse-
quence of the outcome of the UK European Union referendum in June 2016 in which the public 
voted for the UK to leave the European Union. Intense competition in domestic and overseas markets 
for market share, growth and survival is an enduring feature of the operating environment and one 
that almost all organisations must contend with and respond to. In employment terms, a common 
reaction, to enable firms to maximise profits and so satisfy short-term shareholder returns, is to 
reduce the size of the workforce, suppress pay and other terms and conditions and/or look for ways 
to achieve cost-effective approaches to resourcing, greater labour flexibility and performance 
improvements, paradoxically while attempting to encourage employees to show commitment to the 
organisation’s vision, mission and goals and be engaged workers. In some organisations, however, 
sophisticated forms of recruitment and selection designed to seek out the most talented hires, attrac-
tive reward packages, development opportunities and a focus on employee well-being are recog-
nised as sources of sustainable competitive advantage.

Chapter 4 explains the labour market context within which employee resourcing strategies are 
determined and resourcing decisions are taken. It starts by explaining the concept of the labour 
market and considering the nature and composition of the labour force in the UK as shaped by a 
number of key demographic factors, namely gender, age and ethnicity. Next it examines patterns of 
labour market participation set against a discussion of the changing nature of demand for labour in 
the UK. Here we examine how developments in the nature of work and employment have influenced 
organisational requirements for labour and affected the type and quality of employment opportuni-
ties available to different labour market groups. In so doing, the chapter highlights stubborn, and in 
some cases growing, inequalities in the labour market outcomes for different sections of society with 
consequent impacts on the quality of life people can expect to experience. The chapter concludes 
with a critical assessment of workers’ fractured experiences of employment in contemporary 
Britain.

Chapter 5 takes up the theme of changing organisational requirements for labour by focusing on 
the process of talent management. The need to attract, retain, motivate and develop individuals is 
crucial as organisations seek to extract maximum value from their investment in people resources 
while eliciting high levels of commitment, performance and organisational loyalty. This chapter 
explores the techniques organisations deploy in a quest to create and sustain a suitable talent pool 
capable of meeting present and future requirements. The chapter also considers the relative merits 
of ‘growing’ internal talent or ‘buying in’ talent from external labour markets and discusses whether 
talent management opportunities should apply to the total workforce or be reserved for an elite 
cadre of staff identified as highflyers or high potential.

Chapter 6 picks up the themes of advantage and disadvantage in employment scoped more 
broadly in Chapter 4, by examining the nature and effects of unfair discrimination in employment, 
the incentives for managers to take action to promote fairness at work and the different, sometimes 
conflicting, ideas about how they should do so. The discussion highlights the complex nature of the 
issues raised by attempts to tackle disadvantage owing to unfair discrimination. For example, should 
managers treat all employees the same regardless of ethnicity or gender, or should they take these 
differences into account when framing their employment policies and practices? Should policies for 
combating disadvantage aim at equality of opportunity or equality of outcome? The significance of 
shifting narratives away from the traditional idea of ‘equal opportunities’ to the concept of ‘managing 
diversity’ is also considered.



Objectives

● To present an overview of labour markets and to explain how they operate.

● To discuss the nature and composition of the UK labour force, in particular to 
identify the major social factors that shape and influence the nature and 
extent of people’s engagement with paid employment.

● To highlight developments in the nature of work and employment in the late 
twentieth and early twenty-first centuries and to show how these trends have 
influenced demand for labour.

● To present a critical assessment of workers’ experiences of employment in 
contemporary Britain.

CHAPTER 4
HRM AND THE LABOUR MARKET
AMANDA THOMPSON
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Case study
More than 100,000 legal roles to become automated

Around 114,000 jobs in the legal sector are likely to become 
automated in the next 20 years as technology transforms the 
profession, a new study has found. Automation, changes in 
the demands from clients and the rise of millennials in the 
workplace will alter the types of skill sought after by law 
firms, according to the new study by Deloitte, which pre-
dicts a tipping point for law firms by 2020.

Technology has already contributed to a reduction of 
around 31,000 jobs in the sector including roles such as 
legal secretaries, the report said, as it predicted that 
another 39 per cent of jobs are at ‘high risk’ of being made 
redundant by machines in the next two decades. The sector 
is currently growing; there has been an overall increase of 
approximately 80,000 jobs – most of which are higher 
skilled and better paid, such as barristers and solicitors. The 
study also predicts a healthier future for highly skilled law-
yers. It points to projections by the Warwick Institute for 
Employment Research, which estimates that 25,000 extra 
workers will be needed in the legal activities sector 
between 2015 and 2020.

Peter Saunders, lead partner for professional practices 
at Deloitte, said that new technology means that more tra-
ditional, routine tasks can be automated by smart and self-
learning algorithms capable of searching for documents, 
for example. ‘Some firms are already making use of virtual 
assistants or e-discovery tools. However, there is more that 
the legal sector can do to use automation and technolo-
gies,’ he said. ‘Our report shows that firms have already 
identified a mismatch between the skills that are being 
developed through education and those currently required 
in the workplace. Employers will need to look for lawyers 
who are not just technically competent, but who have a 
broader skill set,’ he added.

Critics have pointed out that the profession has been 
slow to adapt to technological change. Justice Secretary 
Michael Gove last year complained at the ‘antiquated ways 
of working, grotesque inefficiencies and snowdrifts of 
paper’ he had seen in the law courts. And in his book, The 

Future of the Professions, Richard Susskind, IT adviser to the 
Lord Chief Justice, predicted radical change in the sector, 
pointing out that intelligent search systems can now out-
perform junior lawyers and paralegals in reviewing large 
sets of documents and selecting the most relevant.

The Deloitte report predicts law firms will also make 
greater use of robotics and Artificial Intelligence and 
expects that there will be a new mix of skills among elite 
lawyers with those who can adapt to change progressing 
faster than the traditional lawyer.

The study also found that law firms will continue to 
expand globally. In recent years firms have expanded in 
Asia, notably China and Africa. Around 45–65 per cent of 
lawyers in the largest UK-headquartered law firm are based 
outside the UK.

It suggests that law firms will have to review how they 
nurture loyalty among millennials – the generation born 
between 1980 and 2000. It suggests millennials seek a 
greater purpose in their work other than money – with 
alignment to social values seen as important. Millennials 
are also more likely to leave their employer within five 
years and an estimated 70 per cent of millennials find out 
about job opportunities from friends. Future law firms will 
be looking for non-traditional employees such as project 
managers, data and technology experts as well as fee earn-
ing lawyers, the study predicted.

Source: Jane Croft and Law Courts Correspondent, 15 March 2016.  
FT.com; © The Financial Times Limited 2016.

Introduction

This chapter is concerned principally with the size, composition and condition of the UK labour 

market and, more specifically, with how the labour market shapes employers’ choices and deci-

sions concerning people management and utilisation. An appreciation of labour markets and 

how they operate is especially relevant for students of human resource management (HRM) as 

human resources (HR) policies and practices are introduced, amended and in some cases dis-

carded in response to prevailing labour market characteristics and key labour market forecasts. 

Sophisticated forms of recruitment and selection, for example, become more paramount when 
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labour is in short supply (described as a shortage labour market or ‘tight’ labour market) as 

organisations seek to optimise their skills to secure the quantity and quality of resources required. 

Conversely, loose labour markets (a ‘surplus’ labour market), where unemployment is running 

high and labour supply exceeds demand, call for a more targeted approach to recruitment and 

selection in order to identify appropriate resources quickly and efficiently. Equally, policies and 

practices concerning investment in training and development will fluctuate according to organi-

sational assessment of the health of the labour market and product market conditions.

Understanding the nature and composition of labour markets and having an appreciation of 

the full range of external and internal factors currently impacting or likely to impact organisa-

tional objectives are necessary stages in a strategic approach to HRM (for a full assessment of 

the processes and activities of strategic HRM, see Chapter 2). A strategic, planned and tactical 

approach to HRM as opposed to an opportunistic and reactionary one would appear prudent 

as it persuades organisations of the value of actively choosing an appropriate employment system 

and a set of HR practices aimed at delivering competitive advantage.

The chapter is divided into four main sections to focus in turn upon a range of contemporary 

labour market issues and consider the significance of each for the practice of HRM. In the first, 

we discuss the nature of labour markets and the considerations that influence the employment 

strategies of firms. In the second, we explore recent political and social developments and the 

implications of these for the supply of labour. The third section explores the changing nature 

of work and employment and is designed to focus on emergent themes in employers’ demand 

for labour. The final section of the chapter considers key dimensions of job quality and discusses 

these in relation to workers’ experiences of employment in contemporary Britain. Necessarily, 

the chapter deals with a number of controversial issues, some of which are touched on briefly 

in Case Study. Here we see predictions that law firms will be seeking different types of skill in 

the future as automation and advances in robotics and artificial intelligence impact the profes-

sion. The article also detects changes in the way young people entering the labour market are 

likely to navigate their careers and the relationship they have to work in the broader context of 

their lives.

The nature of labour markets

The most general definition of the labour market is that it consists of workers who are looking 

for paid employment and employers who are seeking to fill vacancies. The amount of labour that 

is available to firms – labour supply – is determined by the number of people of working age who 

are in employment or seeking employment and the number of hours that they are willing to 

work. This number will be determined by the size and age structure of the population and by 

the decisions made by individuals and households about the relative costs and benefits of taking 

paid employment. These decisions are influenced by various factors, one of which is the level of 

wages on offer. Generally speaking, a higher wage will attract more people into the labour mar-

ket, whereas a lower wage will attract fewer people, as long as other factors, such as the level of 

welfare benefits and people’s attitudes towards work, remain constant.

The number of jobs on offer to workers – labour demand – is the sum of people in employ-

ment plus the number of vacancies waiting to be filled. The demand for labour is determined by 

the level of demand for the goods and services produced by firms in the market. When sales and 

production are rising, firms’ demand for labour rises. When sales stagnate or fall and production 

is cut back and/or predicted trade dips, firms’ demand for labour declines and redundancies 

among the existing workforce are likely to ensue. This is aptly illustrated by job losses at the 

well-known retailer British Home Stores (BHS). Once a profitable presence on the high street, 

BHS faced competition from highly successful rivals such as Primark and affordable internet 

clothing retailers such as ASOS, Boohoo and Very, which lured customers and revenue. This 

trend, coupled with mismanagement and disreputable ownership dealings, resulted in the 
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collapse of the organisation and the loss of thousands of jobs in towns and cities across the 

country. Job losses similarly took effect as Austin Reed went into receivership, with little warning, 

in 2016. In other organisations, across a range of sectors, employees’ job security is highly con-

tingent on successful contract tendering. When bids are unsuccessful or firms need to achieve 

cost savings to compete, job casualties invariably ensue. Contemporary examples include Bom-

bardier, the Derby-based train manufacturer, Virgin Media, Lloyds Banking Group, Credit Suisse 

and British Gas owner Centrica, all of whom have announced job loss programmes in recent 

times (Kollowe, 2016).

The simplest view of the labour market is that it is an arena of competition. Workers enter 

the arena in search of jobs and employers enter it in search of workers. Competition between 

employers for workers and between workers for jobs results in a ‘market wage’ that adjusts to 

relative changes in labour demand and supply. Thus, when labour demand rises relative to labour 

supply, the market wage rises as firms try to outbid each other for scarce labour. When labour 

demand falls relative to labour supply, the market wage falls as workers compete with each other 

for the smaller number of available jobs.

Competition means that no individual firm can set a wage that is out of line with the competi-

tive market wage. Neither can workers demand such a wage. Should a firm try to offer a wage 

that is below the market rate, it will be unable to hire workers. Should a firm set a wage above 

the market rate, it will go out of business because its costs of production will be above those of 

its competitors. For the same reason, workers who demand a wage higher than the market rate 

will price themselves out of jobs. No firm will hire them because to do so would increase their 

costs of production relative to those of their competitors, besides there is no need to do so when 

labour is available at a lower rate. In this context, it is understandable that the introduction of 

the National Living Wage for employees over the age of 25, set some 50 pence per hour above the 

National Minimum Wage, caused consternation in some quarters upon its introduction on 1 

April 2016, as firms most impacted by the regulatory change grappled with the challenge of 

remaining competitive while absorbing the higher costs of wages (see Chapter 13 for a more 

detailed analysis of the introduction of the National Living Wage).

While it is undeniable that competitive forces operate in the labour market to a degree, few 

would seriously pretend that this is a wholly accurate description of the real world. There are 

limits to competition between firms and among workers. Wages do not respond instantaneously 

to changes in labour demand. Nor is there a uniform wage in the labour market. Empirical 

research has shown that rates of pay vary between firms, even in the same industry and operating 

in the same local labour market (Nolan and Brown, 1983). Other employment policies also vary 

among firms. For example, some firms employ labour on a hire-and-fire basis and make heavy 

use of casualised forms of employment such as temporary work and zero-hours contracts, while 

others offer long-term employment security and career development. The policies that employers 

adopt are influenced to a great extent by the characteristics they seek in their workforce, 

including:

● The need for a stable workforce.  A stable workforce is advantageous to employers because it 

reduces the costs of labour turnover, that is, disruption of production owing to the unplanned 

reductions in the workforce that result from workers leaving; the costs of recruitment and 

selection, such as the financial costs of advertising for recruits and the cost in terms of man-

agement time spent in recruiting and selecting replacements; and the cost of training new 

recruits. These costs may be particularly high where skilled labour is scarce and replacements 

are hard to find, or where employers have invested considerable amounts in training workers. 

In these situations, employers have a strong interest in limiting the extent of  labour 

turnover.

● The need for worker cooperation in production.  A central issue in managing people at work 

is how to manage their performance. One way of trying to ensure that workers supply the 

required level of effort is by subjecting them to direct controls (Friedman, 1977). Traditionally, 

this took the form of direct personal supervision by a superior and externally imposed 
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discipline. Today, direct supervision is supplemented in many instances with electronic surveil-

lance, ‘mystery customers’ and customer questionnaire surveys in a managerial effort to make 

workers’ effort levels increasingly visible. However, there are limits to the extent that employ-

ers can rely on direct controls. This is because the nature of the product or the production 

process often makes it difficult to define what the appropriate effort levels are for each worker 

and to measure how hard they are actually working. Therefore, employers have to rely on 

sufficiently motivated workers using their initiative to ensure efficiency and quality in the 

production of goods and the delivery of services. This makes it difficult for managers to 

impose effort levels without the workers’ agreement. Heavy reliance on supervision and sur-

veillance may also be counterproductive because of the resistance that it can generate among 

workers. The alternative is to encourage workers to exercise responsible autonomy at work 

(Friedman, 1977). In other words, it may be more cost-effective for managers to offer positive 

incentives to ensure that workers cooperate voluntarily with management and trust employees 

to use their job knowledge and their initiative to maintain and improve efficiency and 

quality.

The greater the employer’s need for a stable, highly cooperative workforce, the more likely the 

firm is to introduce policies to retain workers and create a basis for mutual trust and cooperation. 

These policies, which are associated with the ‘best-practice HRM’ principle of treating employ-

ees as valued assets rather than disposable commodities (see Chapter 2), internalise employment 

by fostering long-term employment relationships and giving workers a degree of protection from 

external labour market pressures. They include guarantees of long-term employment security, 

opportunities for training and internal promotion, fringe benefits and pay that is higher than the 

market rate. However, these policies are themselves costly. Therefore, the extent to which employ-

ers seek to internalise employment depends on the cost of labour turnover and the extent of the 

limits to direct control. Where these are low, employers are more likely to treat labour as a dispos-

able commodity, in other words externalising the employment relationship.

It is evident that employers make strategic choices concerning the extent to which they inter-

nalise or externalise employment, but these choices are influenced by the specific labour market 

contexts in which individual firms operate. Two key elements of this context are the overall state 

of the labour market and the way in which the labour market is segmented, giving rise to advan-

taged and disadvantaged labour market groups. To be able to understand how these influences 

operate, we first need to examine the two sides of the labour market: labour supply and demand.

The supply of labour

As Marx suggested (Marx, 1932), the worker is a commodity, his existence is bought under the 

same condition as the existence of every other commodity and he is lucky if he can find a buyer. 

Given that the labour market is a competitive arena, it follows that firms in competition with one 

another for workers will be interested in the current and future ‘stock’ of this good and seek to 

plan accordingly to be sure to secure the amount they require at any given time. Conventionally, 

the process of human resource planning involves forecasting the supply and demand for labour 

Explore Think about a range of industries and sectors, for example, the care sector, hospitality, construc-
tion, retail, engineering and IT.

● What types of workforce will have low turnover costs and why?

● What types of workforce will have high turnover costs?
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so that suitable plans can be put in place to address situations of labour shortage or surplus (see 

 Chapter   5   ). 

 The number of people seeking work in the labour market is influenced by factors relating to 

the size and composition of the population; thus, practitioners of HRM and others involved in 

human resource planning are advised to keep abreast of shifting populace trends. Within this 

section of the chapter, we consider the main demographic factors affecting total labour supply, 

namely population and population change, the age structure of the population, gender and 

ethnicity.  

  Population 

  National population trends 

 The supply side of the labour market derives from the country’s population, specifically, for sta-

tistical counting purposes, people aged between 16 and 64 years of age. Clearly, therefore, infor-

mation on the total size of the current population and predictions of future patterns of population 

growth and decline are important for estimating the current and future supply of labour. 

 Population is affected by birth and death rates. When live births exceed the number of deaths, 

a net natural population increase arises, and when mortality rates exceed birth rates, a net natural 

decline in population occurs. Population change is also influenced by net migration, that is, the 

amount of people coming into the country every year minus the amount of people leaving. In 

the 1950s and 1960s, population growth was largely attributable to net natural change. Within 

this period, a relatively stable death rate coupled with the baby boom that followed the Second 

World War caused net natural growth. In the 1980s, the net inflow of migrants began to increase, 

tilting the key trigger for population growth from net natural change to net migration. Certainly 

in the years following the early 1990s, migration became a big contributory factor to population 

growth, continuing through to the mid-2000s when the A8 accession countries joined the 

European Union ( Vargas-Silva, 2013a ). Latest census data [Office for National Statistics  (ONS), 

2012a ] shows that from the period of the last census in March 2001 to the date of the most recent 

census in March 2011, there were 6.6 million births and 5.0 million deaths in England and Wales, 

leading to a net natural increase in the population of 1.6 million. At this level, natural change 

accounts for around 44 per cent of the total increase (3.7 million) in the population size in 

England and Wales across the period March 2001 to March 2011, with the remainder being owing 

to the effects of migration. Considering the UK as a whole, census 2011 data ( ONS, 2013a ) shows 

that on the day of the census in March 2011, the population of the UK stood at 63.2 million, the 

largest it has ever been. Indeed, over the last 100 years the population of the UK (as currently 

constituted) has increased by 21.1 million, representing an increase of 50 per cent ( ONS, 2012b ). 

Looking forward, projections indicate that the UK population is set to increase by a further 

4.9 million to 67.2 million in the 10-year period 2010–20, equivalent to an average annual rate of 

growth of 0.8 per cent ( ONS, 2011 ), and the population will rise further still, exceeding 70 mil-

lion in 2028 and reaching 73.2 million by 2035 ( Rutherford, 2012 ; see also  Table   4.1   ). The latest 

UK population mid-year estimate for 2015, released on 23 June 2016, calculates the UK popula-

tion to have reached 65.1 million ( ONS, 2016a ), steadily increasing as predicted.  

 Population increases remain, of course, jointly attributable to net natural increase and migra-

tion, with fluctuations year on year in the birth rate and in net migration. Natural change has 

remained positive throughout the last two decades and has also continually increased from 2001 

onwards, in particular owing to a rise in the number of births. However, overall, between mid-

1991 and mid-2014 net migration resulted in an addition of 3.8 million people to the UK popula-

tion, accounting for just over half (53 per cent) of total population growth (The Migration 

Observatory, 2016). 

Population 
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Net migration has become a sensitive and highly politicised issue in the UK. It is the key – some 

would say the only – campaigning issue of UKIP (the UK Independence Party) and was a major 

contributory factor of the Brexit outcome in the UK’s EU referendum of June 2016. Despite David 

Cameron’s infamous pledge made in 2010 to reduce net migration to below 100,000 – ‘no ifs, no 

buts’, net migration has in fact risen. The Conservative Liberal Democrat Coalition did success-

fully reduce net migration from a peak of 263,000 in June 2011 to just 154,000 in September 2012 

by implementing a series of measures designed to deter migrants such as putting a block on access 

to housing benefit for EU jobseekers, restricting marriage visas, and closing down bogus colleges. 

However, more recent figures show a resurgence: net migration for the year ending September 

2014 stood at 292,000 and estimates for year ending September 2015 (ONS, 2016b) suggest a 

further rise to 323,000, higher ironically than when Cameron made his migration pledge. Total 

immigration (EU nationals and non-EU) is estimated to be 617,000 in the year ending September 

2015 (up 2,000 from year ending September 2014) while emigration is estimated to be 294,000, 

down 29,000 on the year ending September 2014. These figures show marginal change in immigra-

tion coupled with a more marked decrease in emigration. It is not altogether surprising that David 

Cameron was unable to keep his pledge. Immigration from inside the EU is rising faster than 

immigration from outside it. It now makes up a larger proportion of the whole and this is pre-

cisely the form of immigration that the Home Office is unable (currently) to control. EU free 

movement rules allow any EU citizen to enter the UK freely and so it is evident that until negotia-

tions for exiting the EU have been successfully concluded, the UK is bound to continue to accept 

the inflow of EU citizens wishing to come to the UK. Indeed, at this point in time, it is unclear 

what precisely the terms of the exit will be and whether post-‘Brexit’ there will be a complete 

block on free movement of EU citizens to the UK, tighter controls on entry, or whether free move-

ment will continue as part of the UK’s new relationship with its European neighbours.

The way in which the country’s population expands, whether as a result of natural change or 

migration patterns, affects the gender composition, age profile and ethnic diversity of the labour 

market. At a local level, patterns of regional population density resulting from a combination of 

natural causes, international migration and internal migration (the movement of people between 

regions within the UK) lead to variations in the amount of  labour available in different parts of 

the country. While labour tends to move to parts of the country where work is more plentiful, 

those organisations relying on local labour in areas of the country with low population density 

and/or net population loss are confronted with a different set of labour market circumstances 

from those operating in areas of higher population density. The ONS (2013a) illustrates that the 

population density of the UK ranges from 13,871 people per square kilometre in the London 

Borough of Islington to just 9 people per square kilometre in Highland and Eilean Siar, two 

Scottish local authorities. At the time of the Census outside of London, the most densely popu-

lated local authority was Portsmouth with 5,074 people per square kilometre. The age profile, 

ethnicity and skills mix of workers in local labour markets can also vary considerably, affecting 

the type of  labour available. These factors combine to pose different employment challenges and 

opportunities for firms operating in different regions of the country.

2010 2015 2020 2025 2030 2035

United Kingdom 62,261 64,775 67,173 69,404 71,393 73,207

England 52,234 54,468 56,607 58,607 60,410 62,078

Wales 3,006 3,083 3,170 3,250 3,315 3,369

Scotland 5,222 5,365 5,486 5,596 5,686 5,755

Northern Ireland 1,799 1,859 1,910 1,951 1,982 2,005

Source: Rutherford (2012), ONS 2010-based population projections.

Table 4.1  Estimated and projected population of the UK and constituent countries 2010–35 
(figures in 000s)
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Regional population trends

Regional populations form an interesting focal point for study, with important implications for 

the supply of labour. The ONS (2012b) shows that in the period between the two most recent 

censuses (March 2001 to March 2011), the largest population increases were witnessed in 

London, the South East, the East Midlands and East England and Northern Ireland. The three 

local authorities with the largest percentage population increases over the period were Tower 

Hamlets and Newham in London, with rises of 26.4 per cent and 23.5 per cent, respectively. 

Outside of London, Dungannon in Northern Ireland saw a 20.9 per cent increase. Meanwhile, 

local authorities experiencing population decline are concentrated in the West of Scotland and 

in the North East and North West areas of England. Regional populations reflect births and 

deaths and the effects of international and internal (within the UK) migration. Some interesting 

patterns are evident in terms of internal migration. Consistently, those most likely to move 

regions are young adults; ONS data (2016b) depict a peak in internal migration at age 19, which 

can be largely attributed to young people moving within the UK for higher education. There is 

another smaller peak at age 22; this is likely to reflect graduates moving for employment, further 

study, returning to their home address or moving in with a partner. Of the English regions, 

London has the highest rate of internal migration net outflow (9.1 per 1,000 residents as at 

mid-2014). The region with the highest rate of internal migration net inflow was the South West 

(5.5 per 1,000 residents as at mid-2014). The effects of international migration can, of course, 

counter the net losses of within-UK (internal) migration, so, while the number of people moving 

out of London to other parts of England and Wales regularly exceeds those moving to London 

from other regions in England and Wales, London’s population continues to rise as a conse-

quence of the inflow of international migrants.

Age structure of the population

The age structure of the population is a key determinant of labour supply as firms draw employ-

ees from people of working age. Age structure is closely associated with the trends in migration 

referred to in the previous section. These trends can also be used to explain regional differences in 

the population’s age profile as migrants inhabit certain areas of the country. White ethnic groups, 

particularly the white Irish population, have an older age structure than other ethnic groups as a 

consequence of past fertility and immigration patterns. Among non-white ethnic groups, younger 

Box 4.1 Parents seek teacher for remote Hebridean island of Muck

Beautiful beaches, extraordinary scenery and a school where the class has just a handful of pupils. But the tiny 
Hebridean island of Muck is having trouble recruiting a teacher for the start of the new term. Parents have launched 
their own online search for someone with a love of the outdoors who can cope with the unique lifestyle this Scottish 
island has to offer.

Source: www.bbc.co.uk, 2 August 2016.

Explore ● Consider how HRM practices aimed at attracting and retaining suitable labour would need 
to vary according to population density and population composition in different regions of 
the UK.

● Contrast the case below (Box 4.1), reported by the BBC, and the methods that are likely to be 
used to source a teacher for the new school year in the London Borough of Islington.

http://www.bbc.co.uk
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age profiles are exhibited within groups migrating to the UK relatively recently while, as might 

be expected, those groups with an earlier history of large-scale migration to the UK have now 

begun to contain larger proportions of people within older age brackets.

As well as past trends in migration, the age structures of the total population and of regional 

populations are affected by trends in births and deaths. Records show a fairly erratic pattern in 

the number of live births occurring in the UK at different phases throughout the twentieth cen-

tury. Notable decreases in the number of births occurred during the two world wars (1914–18 

and 1939–45) and, after a sharp increase immediately after the First World War, births fell again 

and remained relatively low for most of the inter-war period. A further baby boom occurred after 

the Second World War, causing another, more modest upsurge in the late 1980s and early 1990s 

as members of the baby boomer generation produced their own children. The smaller cohorts 

of women born in the 1970s (reaching their reproductive peak in the 1990s), coupled with lower 

fertility rates (fewer children born per woman), led to a decline in births by 2000. ONS (2008) 

data show that births reached their lowest point since 1977 in 2001 (at around 670,000) but rose 

again subsequently. In fact, the number of live births increased by 22 per cent in the period 

2001–11 and during this period fertility rates rose from an average of 1.63 children per woman 

in England and Wales to 1.93. The ONS (2016c) reports that the number of live births decreased 

by 4.3 per cent between 2012 and 2013, the largest percentage annual decrease since 1975, and 

has fluctuated since. Latest data show a slight rise in live births in 2015 compared with 2014 

(+0.4 per cent), but the total fertility rate (TFR) decreased to 1.82 children per woman in 2015, 

from 1.83 in 2014.

There are two main contributory factors responsible for the climb in live births and the total 

fertility rate in the decade to 2011; first, women born in the 1960s and 1970s who postponed 

childbearing in their 20s then began catching up in their 30s and 40s, having children later in life 

once they had established their careers; and second, the effects of increases in the number of 

foreign-born women in the population who present above-average fertility rates. To illustrate the 

latter point, over a quarter (27.5 per cent) of live births in England and Wales in 2015 were to 

mothers born outside the UK, the highest level on record (ONS, 2016b). This figure stood at 

16.5 per cent in 2001 and just 11.6 per cent in 1990. Poland is now the top nationality for creating 

second-generation immigrants to the UK; in 2001 fewer than 2,000 babies were born in Britain 

to Polish mothers, but by 2011 this figure had risen at least 11 times to 23,000 (Mason, 2012). 

Women from Pakistan, India, Bangladesh, Nigeria, Somalia, Germany, South Africa, Lithuania 

and China have the next highest number of babies. Compared with the last four decades, the 

number of births and the total fertility rate (TFR) in 2015 remain relatively high, despite year to 

year fluctuations.

Together with birth rates, the age structure of the population is influenced by the death rate 

(number of deaths as a percentage of the population). The ONS (2008) reports that every year 

since 1901, with the exception of 1976, there have been fewer deaths than births in the UK; this 

trend holds. The ONS (2012c) reports that there were 6,236 deaths per million in the population 

for males and 4,458 deaths per million population for females in England and Wales in 2011, 

giving rise to a situation where the age-standardised mortality rate (ASMR) for both males and 

females in 2011 was the lowest ever recorded. In a change to the general decrease in rates in recent 

years, age-standardised mortality rates (ASMRs) increased in 2015 by 5.1 per cent for females 

and 3.1 per cent for males (ONS, 2016d). There were 529,655 registered deaths in England and 

Wales in 2015, an increase of 5.6 per cent compared with 2014. This is the largest annual percent-

age increase since the rise of 6.3 per cent recorded between 1967 and 1968. Part of this relatively 

sharp rise is thought to be attributed to a virulent outbreak of flu in early 2015. The number of 

deaths has, however, increased each year since 2011, with the exception of a 1.1 per cent fall in 

2014. The number of deaths is affected by the size and age structure of the population. As people 

are tending to live longer, leading to the population increasing in both size and age over time, we 

may also expect the number of deaths to increase.

Living longer is attributed to general improvements in living standards, changing occupational 

structure from hard physical labour to office/white collar work and advancements in health and 
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medicine. The ONS (2013b) records that life expectancy at birth in England and Wales for babies 

born in the period 2010–12 is 82.8 years for girls and 79 years for boys, assuming mortality rates 

remain at 2010–12 levels. Over the last 30 years, life expectancy at birth for boys and girls has 

increased by 4.6 hours per day for females and 6.3 hours per day for males. Whereas life expec-

tancy used to be much higher for women than men, figures show growing convergence; for 

example, for babies born in 1980–82 a girl’s life expectancy was predicted to be 6 years longer 

than that of a boy, whereas by 2010–12 the gap had narrowed to 3.8 years. Life expectancy at 

older ages also continues to climb steadily; for example, the ONS (2013b) shows that life expec-

tancies for men at age 65 and at age 85 in England and Wales reached 18.3 years and 5.8 years 

respectively in 2010–12 and that women aged 65 in England and Wales had a life expectancy of 

20.9 years and could expect to live a further 6.8 years at the age of 85 in 2010–12. The number 

of centenarians is also at unprecedented levels, having risen fivefold in the period 1980–2010. 

While more women live to 100 and beyond, the proportion of men doing so is rising more rapidly, 

once more showing convergence of life expectancy between the sexes.

We have seen in this section that the age structure of the population is affected by migration, 

births and deaths. While some non-white ethnic groups display relatively young age profiles, the 

overall picture in the UK is of an ageing population. The number of children under the age of 

16 is predicted to increase to 13.0 million by 2020 (a 6.2 per cent increase on 2010), stabilise and 

then start a modest decline post-2025 (Rutherford, 2012). The number of people aged 65 and 

over, however, is set to rise to 12.7 million in 2018 (from 10.3 million in 2010), a percentage 

increase of 22 per cent over the period. Growth in this age group is expected to persist for the 

foreseeable future, with the over-65 population reaching 16.9 million by 2035. At this point, there 

are projected to be 4 million more people aged over 65 than under 16 (Rutherford, 2012).

In terms of HRM, the implications of changes in the age structure of the population are 

numerous. The following points indicate some of the challenges presented by an ageing 

population:

● facing the prospect of a shrinking pool of people of working age as the ‘baby boomers’ born 

in the 1950s and 1960s move into retirement;

● managing intensified competition for school leavers/young workers as there become fewer 

younger people of working age;

● identifying employment strategies to attract and retain older workers;

● meeting the needs and aspirations of older workers in work;

● optimising career management and development;

● managing sickness absence;

● growing elder care responsibilities for those in employment as the number of elderly depend-

ants rises;

● facing concerns over the adequacy of pension arrangements.

In addition, employers are obliged to comply with the anti-age discrimination provisions of the 

Equality Act 2010, which make it unlawful for employers to discriminate on the grounds of age 

in recruitment and selection, promotion, provision of training, dismissal, and so on. This impera-

tive, coupled with the removal of the default retirement age in October 2011, compels organisa-

tions to embrace older workers and erase stubbornly held stereotypical views where these 

prevail.

Explore ● Thinking about the organisation you work for, or one with which you are familiar, does elder 
care pose a challenge to managers and employees?

● What measures, if any, do you think employers should consider introducing to assist employees 
with elder care responsibilities?
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The gender composition of the population

The ONS (2008) reports that, although more boys than girls have been born every year in the UK 

since 1922, the number of women in the population closes in on the number of men with the 

passage of time, resulting in more women in the population as a whole. At the time of the last 

census in 2011, there were 31 million men and 32.2 million women residing in the UK (ONS, 

2012b). Latest figures from the ONS (2016a) show that by mid-2015, the population of the UK 

comprised 32.1 million males (49.3 per cent of the total population) and 33.0 million females 

(50.7 per cent). The numbers of men and women in the population converge most closely at the 

age of 23 where there is only a marginal difference in favour of young women. This reversal over 

time of the gender pattern recorded at birth is commonly attributed to a higher mortality rate 

among young adult males in the 16–24 age group, although a report by Townsend and Westcott 

(2012) for the BBC suggests that part of the ‘disappearance of men’ could be that they are not 

good form fillers and so their details do not always register in formal statistics-gathering exercises 

such as the census. They argue that men are also more likely than women to spend time working 

abroad or travelling and so potentially do not feature in the census for this reason. In the older 

age groups (over 65) the gap between the number of men and women in the population broadens; 

however, as noted in the previous section, male life expectancy is slowly converging with women’s 

and so is contributing to a gradual expansion of the male population at older ages. We see this 

trend reflected in latest ONS data (2016a) which show that the ratio of females to males has 

decreased slightly over the 10-year period from mid-2005, as the male population has grown at 

a faster rate than the female population. There are now 103 women for every 100 men compared 

to 105 women per 100 men in mid-2005.

The female population is bolstered by more women migrating to, than emigrating from, the 

UK, whereas for men the reverse is in evidence (more male emigrants than immigrants). The net 

in-migration figure for females is thus higher, despite the fact that the proportion of male 

migrants coming to the UK has been greater than the proportion of women in almost every year 

since 1993 (Vargas-Silva, 2013b).

Later in the chapter we consider the ways in which gender shapes people’s experiences of 

work. In particular, we explore the interplay of gender and age and look at gendered roles within 

the family to understand differences in the patterns of male and female participation in the 

labour market.

Ethnicity and the population

In previous sections, we have referred to migration and demonstrated that in the postwar period 

the UK has granted residency to people from a variety of different countries, including Pakistan, 

India, Bangladesh, China, parts of Africa and the Caribbean, and more recently from countries 

within Eastern Europe. As a consequence, a number of distinct minority ethnic groups have 

joined the nation’s historically white British heritage to form a more multicultural and diverse 

(ethnically and religiously) Britain. The census collects ethnicity data by asking people which 

group they see themselves belonging to. When the census was last conducted in March 2011, it 

showed that the majority of the usual resident population of England and Wales reported their 

ethnic group as white (86 per cent); of these, white British formed the largest group (80.5 per 

cent) while the category ‘any other white’ attracted 4.4 per cent of the response (ONS, 2012d). 

Indian was the second largest ethnic group (2.5 per cent) followed by Pakistani (2.0 per cent). 

The remaining ethnic groups each accounted for up to 2 per cent of the population in 2011. In 

terms of religious denomination, the 2011 census records 59.3 per cent of the residents of Eng-

land and Wales as Christians and 4.8 per cent as Muslims. Around a quarter of people reported 

no religion in 2011 (ONS, 2012e).

The data depict a changing landscape, with a decline in the broad white ethnic group over the 

last two decades and a rise in minority ethnic groups since the 1991 census (ONS, 2012c). While 

in general terms it is accurate to say that the total population of England and Wales is becoming 
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more ethnically diverse, certain regions and certain local authority districts contain high concen-

trations of (non-white) ethnic minority groups and others remain strongly white/white British. 

Across the regions London was the most ethnically diverse area, with the highest proportion of 

minority ethnic groups and the lowest proportion of the white ethnic group; the second most 

diverse area was the West Midlands, incorporating Birmingham. Conversely Wales, the South 

West and the North East are the least diverse areas, all showing populations that are in excess of 

95 per cent white. In terms of local authorities, the lowest proportions of white British are to be 

found in the London boroughs of Newham, Brent, Ealing and Tower Hamlets, for example, and 

outside London in Slough (Berkshire) where 34.5 per cent of the population described themselves 

as white British. Other local authorities are notable; for example, Leicester has the highest pro-

portion of those reporting to be Indian in England and Wales (28.3 per cent), while Boston in 

Lincolnshire had the highest increase of ‘any other white’ between 2001 and 2011 (an 11.4 per cent 

increase) as a consequence of EU citizens from the A8 accession countries locating to the author-

ity for work purposes, primarily gaining employment on farms and in the food processing and 

production industry within the region.

Workforce

The workforce has conventionally been drawn from the segment of the population between the 

ages of 16 and state retirement age. Since October 2011, however, the notion of a state retirement 

age (formerly set at 65) has been removed, and individuals are at liberty to continue working for 

as long as they wish, unless the organisation they work for is able to demonstrate an employer-

justified retirement age (EJRA). However, for the purpose of compiling labour market statistics, 

the ONS starts from the premise that the working population will be drawn from those aged 

16–64; of course, not everyone of working age will be in employment at any one time.

A proportion of those over the age of 16 will not be in work or seeking work; this portion of 

the workforce is classified as economically inactive. There are a number of reasons why people 

might be economically inactive. This group typically includes those with caring responsibilities 

for children or other dependants, those who have retired from work, students, people who are 

incapacitated through ill-health or disability and those choosing not to work or seek work. People 

within this group may voluntarily decide to enter (or re-enter) the labour market once their cir-

cumstances alter. Others may need to be enticed back to work through incentives and/or govern-

ment-orchestrated benefit reforms. The Conservative–Liberal Democrat Coalition government 

in power 2010 to May 2015 held the view that the system of social welfare in the UK was too 

complex and provided insufficient incentives to encourage people on benefits to start paid work 

or increase their hours (supply greater amounts of labour to the labour market); a view shared 

by the current Conservative government, which has continued with policy reform in this area. A 

system of universal credits was piloted from spring 2013 in some areas of the country to bring 

together a range of working-age benefits into a single payment. The credits received translate 

into a single monthly payment that merges together some of the benefits and tax credits people 

were accustomed to. It is designed to replace income-based Jobseeker’s Allowance and income-

related Employment and Support Allowance. The idea behind the system is that people will be 

Explore The uneven geographical spread of ethnic minority groups means that some local labour markets 
remain practically unaffected by the arrival of migrants from within and beyond the EU, while 
others have experienced a marked change in the ethnic composition of the population and make-
up of the labour market. How might high levels of ethnic diversity impact upon labour markets 
and the firms operating within them? Try to highlight both gains/opportunities and challenges.
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able to make smoother transitions into and out of work but will always be better off in work. In 

a departure from the system that pre-dated it, universal credits are applicable to those in work 

and on a low income as well as those out of work to ensure that support is provided to ‘strivers’, 

in other words those who are trying hard, working in low-paid work or working several jobs in 

order to support themselves and their families. In parallel, the government also imposed a cap 

on the total amount of benefits working age people can receive so that households on working-

age benefits can no longer receive more in benefits than the average working wage for working 

families. The rationale of this step is to dissuade people from ‘choosing’ a life of benefit depend-

ency and to reinforce the ideology of work. The current cap is set at £26,000 per year for a couple 

with or without children living with them and for single adults with children living with them 

and £18,200 per year for single people without children and who do not have children living with 

them. From the autumn of 2016, the caps are set to be revised with a different cap applied to 

those living inside Greater London from that applied to those living outside of the Greater Lon-

don region. Notably cap rates have been revised down so that the maximum that can be received 

in benefits is £23,000 a year.

The universal credit system has been besieged with management and IT problems. As Butler 

and Walker (2016) note, the scheme has once again slipped behind schedule and will now not be 

completed until 2022, five years behind its original projected finish date. In addition to imple-

mentation issues, the programme of welfare reform has also been criticised for deepening the 

squeeze on living standards facing low- and middle-income families and failing to adequately 

protect the vulnerable in society.

As is aptly illustrated by the above section, government policy can play a key role in encourag-

ing (or deterring) people of working age to make themselves available for paid work and so can 

help or hinder firms’ ability to hire workers. The amount of labour available to firms at any one 

time is determined by the number of people of working age who are in employment or seeking 

employment; in other words, those classified as economically active. The ONS (2016e) shows 

that in the three months to May 2016 there were 31.70 million people in work, 176,000 more than 

for the three months to February 2016 and 624,000 more than a year earlier. In the same period, 

8.87 million people aged from 16 to 64 were economically inactive (not working and not seeking 

or available to work), 46,000 fewer than for the three months to February 2016 and 181,000 fewer 

than a year earlier.

The employed segment of the workforce contains those in paid work, which incorporates 

those working full-time or part-time, temporarily or permanently as employees (under a contract 

of  service), workers (under a contract for services) or those working on a self-employed basis. A 

number of factors affect individuals’ propensity to take work, including the availability and 

proximity of suitable employment opportunities, travel links, the levels of pay and benefits 

offered, the type of contract offered, the cost and availability of quality childcare and so forth. 

These factors also influence people’s decisions to move between jobs within the labour market.

The employment rate (the proportion of the UK’s working-age population in employment) 

is subject to fluctuations associated with the economic cycle and shows variations both within 

and between different regions of the country. There are also different trends for men and women, 

some differences according to educational attainment and differences at different age brackets. 

ONS data (2016e) show that the employment rate for those aged 16–64 in the period March to 

May 2016 was 74.4 per cent, the highest since comparable records began in 1971. The employ-

ment rate for men in the period March to May 2016 was 79.2 per cent and for women it stood at 

69.6 per cent, again the highest rate since comparable records began in 1971. It is noteworthy 

that at the start of the 1970s there was a 33 percentage point difference between the employment 

rates of men and women of working age (ONS, 2008). In recent decades we can see that this gap 

has converged considerably owing to a declining male employment rate and simultaneous 

increase in the employment rate of women. Recent and ongoing changes to the state pension age 

for women have also resulted in fewer women retiring between the ages of 60 and 65.

In geographical terms there are also notable differences in employment rates; for example, 

NOMIS Official Labour market statistics (www.nomisweb.co.uk) produced by the ONS show 

http://www.nomisweb.co.uk
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that in the period March to May 2016 the economic activity rate in the South East (counties such 

as Kent, Essex, Sussex and Berkshire) was 81.4 per cent whereas in Wales it was just 76.2 per cent. 

Other regional variations apply.

Those seeking work are typically registered as unemployed, but also include those who have 

recently left work but are not eligible to claim unemployment benefit, for example, those who 

have been made redundant. Job seekers might also include recent school leavers and those com-

pleting programmes of study in further and higher education. The term unemployed is reserved 

to describe those people who have been looking for work within the last four weeks and are 

available to start work within the next two weeks. Unemployed workers must be able to show 

that they are actively seeking work as a condition for receiving unemployment benefits. The 

claimant count differs from the unemployment figure and is simply the number of people claim-

ing Job Seeker’s Allowance (JSA). The unemployed group consists of people affected by different 

types of unemployment:

● Long-term unemployment or structural unemployment – those unemployed as a result of the 

demise of whole industries or distinct occupations, for example, mine workers, shipbuilders 

and textile workers. At the time of writing, the British steel industry is in terminal decline, 

falling victim to an influx of cheaper foreign imports. Job losses have been experienced in 

Scunthorpe, the North East and South Wales, displacing thousands of workers.

● Frictional unemployment – those temporarily out of work because they are between jobs.

● Seasonal unemployment – those made jobless as a result of seasonal fluctuations in the avail-

ability of work. Seasonal unemployment is characteristic of land workers, for example, fruit 

pickers and those whose work is connected with holiday seasons, for example, hotel workers, 

restaurant and café staff, lifeguards and holiday park reps.

It is also likely that some of those registered unemployed will never work again, as they lack the 

skills and competencies sought by employers. This group of unemployed workers is sometimes 

referred to as the residual unemployed.

Unemployment rates, as might be expected, are also subject to variation across regions of the 

UK. Nationally, however, the unemployment rate in the UK stood at 4.9 per cent (1.65 million 

people) in the period March to May 2016, 54,000 fewer than for the three months to February 

2016 and 201,000 fewer than a year earlier (ONS, 2016e). Unemployment has not been lower 

since July to September 2005.

Comment on youth unemployment

Despite much improvement in the unemployment figures, the unemployment rate for 20 to 

24-year-olds tracks consistently higher than that for older age groups. An explanatory factor is 

the increase in the number of young people going into full-time education, which shrinks the 

size of the economically active population (those in work plus those seeking and available to 

work) and pushes up the unemployment rate (the proportion of the economically active popula-

tion who are unemployed). In short, those young people who are economically active face a 

disproportionate risk of unemployment as firms favour those (older) workers with more experi-

ence and greater proven capacity in work. In the UK, in the three months to May 2016, the 

unemployment rate for 16 to 24-year-olds was 13.5 per cent, 2.2 percentage points lower than at 

the same time in 2015. Since comparable records began in 1992, the lowest youth unemployment 

rate reported was 11.6 per cent (March to May 2001) and the highest (22.5 percent) in late 2011 

(ONS, 2016e).

Youth unemployment remains high across Europe and in some countries is a much more severe 

problem than it is in the UK. Eurostat data (2016) show that in June 2016 the youth unemploy-

ment rate was 18.5 per cent across the 28 countries that comprise the European Union (EU) and 

20.8 per cent in the Euro area. While these statistics appear excessive, unemployment in the EU 

and the Euro zone has decreased since June 2015 when the figures were 20.6 per cent and 
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22.5 per cent respectively. In June 2016, the lowest rates were observed in Malta (6.9 per cent) 

and Germany (7.2 per cent) and the highest in Greece (47.4 per cent in April 2016) and Spain 

(45.8 per cent).   

  Patterns of labour market participation 

 This section of the chapter explores patterns of participation in paid employment by gender, 

parental/family status, age and ethnicity. 

 The operation of the labour market is influenced by broader societal developments, govern-

ment ideology and policy, and the behaviour of employees and employers. In social terms, atti-

tudes to marriage and partnership and men’s and women’s respective responsibilities for childcare 

and domestic duties shape the labour market decisions made by individuals, couples and families. 

In so far as government policies are concerned, issues such as the school curriculum and funding 

for post-compulsory education affect the skills set and level of educational attainment with which 

young people join the labour market and also influence the age at which young people enter 

employment. As we saw earlier in the section that discussed welfare reforms, the government also 

acts to stimulate labour supply by implementing policies designed to get the unemployed into 

work and schemes to encourage the economically inactive to enter into employment. 

 Some people’s ability to find employment is constrained by their inability to understand the 

labour market and acquire and exploit ‘social capital’. In other words, some people will lack the 

necessary information and contacts to search for and take advantage of employment opportuni-

ties. This is particularly likely to be the case for the unemployed and for new entrants to the 

labour market. Some people will live in regions where the poor condition of the labour market 

imposes further constraints on job seekers. However, even those equipped with the right informa-

tion, skills and qualifications will come up against barriers to full or appropriate labour market 

participation. One such barrier is discrimination, typically race and sex discrimination, although 

a range of other forms of labour market discrimination exist. While anti-discrimination legisla-

tion is in place to help eradicate unfair discrimination in employment, employers’ policies and 

practices may still harbour prejudice and unfairness, resulting in patterns of disadvantage in the 

labour market for certain groups and individuals. 

  Patterns of male and female participation 

 Over the last 30 years or so, the employment rates of men and women have converged consider-

ably, as noted earlier. A major doorway to the world of work has clearly opened up for women, 

but, as we shall see here and later in the chapter, the career paths and fortunes of men and women 

in the labour market are often distinctly gendered. 

 One of the deeper influences attributable to gender that serves to structure women’s participa-

tion in paid employment is the amount of unpaid domestic work and caring they undertake in 

the home. Women continue to perform the bulk of housework and to shoulder the primary 

responsibility for childcare in the majority of households, and this shapes the amount of paid 

work they do. Research has pointed to the division of domestic labour becoming more equally 

divided between men and women, in part through women doing less housework ( Cooke and 

Baxter, 2010 ) and also because both men and women now spend more time with their children 

( Craig, 2006 ). Other research ( Crompton and Lyonette, 2009 ), however, suggests that egalitarian 

attitudes do not always translate into egalitarian behaviours; 69 per cent of British couples said 

that household duties should be shared, while only 34 per cent reported that they are shared as 

opposed to mostly carried out by the male or female partner. Latest data from the National 

Centre for Social Research (Park  et al.,  2013) suggest that, just as in the early 1990s, women 

continue to undertake a disproportionate amount of unpaid labour within the home. Women 

report spending a combined average of 36 hours a week on housework and caring for family 

Patterns of labour market participation 
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members; the equivalent figure for men is 19 hours. Starker differences are reported specifically 

between mothers and fathers: whereas mothers report spending an average of 49 hours per week 

on housework and caring for family members, the equivalent figure for fathers is 24 hours.

The evidence about the participation of women and men in the labour market and the reality 

of childcare arrangements shows that progress towards a more equal division of caring respon-

sibilities between women and men is still very slow.

As Table 4.2 depicts in 2014 more than half of women with dependent children in employment 

worked part-time (54.3 per cent). By comparison, just over two-thirds (67 per cent) of women 

without dependent children who were in work were employed full-time. The percentage of 

women with dependent children working full-time was higher for mothers with older children, 

rising from 42.3 per cent of working mothers with children aged under five to 52.9 per cent of 

mothers with a youngest dependent child aged between 11 and 18. However, this is still less than 

the percentage of women in full-time work without dependent children.

The findings from the fourth Department for Business Innovation and Skills work–life bal-

ance employee survey (Tipping et al., 2012) show a gendered divide in employment patterns 

Womena in employment by employment type and age of youngest dependent childb, UK, 2014c

Not seasonally adjusted

Women with dependent children All Women

All children 0 to 4d 5 to 10 11 to 18

Women 
without 

dependent 
childrene 16 to 64

Thousands

In employment 
of whom:

5,397 1,975 1,569 1,852 8,574 13,971

Full timef 2,467 836 653 979 5,788 8,220

Part timef 2,929 1,140 916 873 2,785 5,751

Per cent

Percentage 
working:

Full time 45.7 42.3 41.6 52.9 67.5 58.8

Part time 54.3 57.7 58.4 47.1 32.5 41.2

Employment rateg 69.6 60.9 73.3 78.4 67.5 68.3

ONS, Labour Force Survey household datasets

Estimates are not seasonally adjusted.

Totals may not sum due to rounding.

aWomen aged between 16 and 64.
bDependent children are those aged under 16 and those aged 16 to 18 who have never married and are in full-time education.
cUses Labour Force Survey April to June 2014 data set.
dThe Labour Force Survey categories women on maternity leave and on a career break as in employment.
eIncludes women with non-dependent children or no children.
f Adjusted for women with missing employment type.
gThe employment rate is calculated by dividing the number in employment by the total.

Source: Office for National Statistics (2014).

Table 4.2  Women in employment by employment type and age of youngest dependent child, UK, 2014 (numbers are  
in 000s)
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between women and men with dependent children. The survey found that there are significant 

associations between women with dependent children and the take-up of part-time working, 

as the latest data in Table 4.2 demonstrate. The take-up of part-time working was common 

among lone parents of both sexes, compared with coupled parents, presumably because it is 

easier to single-handedly combine paid work with care when working part-time rather than 

full-time.

Although the UK has seen the employment rate of all women, including women with depend-

ent children, rise exponentially in recent decades and converge with men’s, all of the available 

evidence would suggest that men’s and women’s participation patterns in paid employment 

remain remarkably different. In the period March to May 2016 (ONS, 2016e), the vast majority 

of men in employment worked full-time (86–87 per cent) compared with just over half of all 

women in employment (56–57 per cent). Significantly more women than men in employment 

were working part-time (43 per cent versus 13 per cent). The pattern of men’s participation in 

part-time work has been described as U-shaped (Delson, 1998) with greater numbers of men 

working part-time in the 15–24 and over 55 age groups and a dip in the numbers of men taking 

up part-time work in the middle age ranges. In contrast, significant numbers of women work 

part-time throughout their child-bearing and child-rearing years, in their 20s, 30s and 40s. This 

ingrained pattern of gendered time-based segregation in employment shows little sign of dissi-

pating despite the existence of legislation designed to provide families with options to share early 

years care responsibilities and so combine paid work with childcare.

Parenthood can also still be seen to continue to affect women’s employment rates dispro-

portionately to men’s, even though most female employees do return to work following 

maternity leave. Evidence collated by the Women’s Business Council (2013) shows that in 

2010–11, 77  per  cent of  mothers were back at work 12 months after giving birth, and 

84 per cent of these were back with the same employer, compared with 59 per cent of mothers 

returning to the same employer in 2002. The decision to return to work at all, to work part-

time or to work full-time is undoubtedly complex and influenced by a variety of  social, 

familial, financial and structural factors; however, women were less likely to return to work 

if  they had been in their job less than a year prior to going on maternity leave and/or had not 

qualified for maternity pay. The presence of more generous maternity pay and leave legislation 

in the UK in recent years is designed to support a greater proportion of mothers to be eco-

nomically active.

We can see from this short insight into the working patterns and economic activity rates of 

women that they have indeed come a long way in terms of labour market participation. However, 

as we shall see later in the chapter, there are still gender-based inequalities that segment the 

labour market experiences of and opportunities for different sorts of women.

Ethnicity and patterns of labour market participation

Work carried out by Catney and Sabater (2015) finds that ethnic inequalities in labour market 

participation, that is to say in employment rate, economic inactivity, unemployment and 

employee/self-employed status persisted over time in the period between 2001 and 2011. They 

comment that in terms of unemployment the overriding picture is one of continuing ethnic 

minority disadvantage compared with the white British majority group. Recent statistics attest 

to this enduring pattern: the unemployment rate in the UK stood at 5.1 per cent for the three 

months to February 2016; however, the unemployment rate for white people in this period was 

4.3 per cent, compared to 9.6 per cent for people from other ethnic backgrounds (Delebarre, 

2016). Both these figures are lower than in the year leading to December 2015; however, the 

ethnic disparity remains. More generally, unemployment rates have been falling since the high 

rates experienced by people of all ethnic backgrounds during the recession: rates rose to as 

high as 8 per cent for white people and 14 per cent for people from other ethnic groups in the 

period 2010–13.
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Unemployment figures mask considerable variation both between and within ethnic groups, 

with some ethnic minority groups and ethnic minority individuals being more susceptible to 

unemployment than others. The unemployment rate for young black men and women aged 

16–24, for example, was the highest in the year to December 2015 at 27.5 per cent. This compares 

to rates of 13.1 per cent for young white people and 24.3 per cent for young people from an Asian 

ethnic background; indeed, black people experienced the highest unemployment rate across all 

age groups (Delebarre, 2016).

The overall unemployment rate for men (5.4 per cent) in the UK in the year to December 2015 

was slightly higher than that for women (5.1 per cent); however, these figures similarly conceal 

some differences across ethnic groups. Among people from an Asian ethnic background, there 

was a higher unemployment rate for women than for men, whereas among people from a white, 

black and ‘other’ ethnic background, the unemployment rate was higher for men than for women.

For those in employment, ethnic minority groups are unevenly represented across occupations, 

with consequent implications for pay and career advancement. This observation holds for both 

sexes although occupational segregation is often stronger for men than it is for women. Catney 

and Sabater (2015) find that in all regions of the UK, ethnic minority groups are commonly 

under-represented in semi-skilled occupations and over-represented in low level occupations. 

Compared with the population as a whole, employment participation rates per se for ethnic 

minorities are significantly lower. There are noticeable variations in activity and employment 

rates, however, between different ethnic minority groups. For example, the employment rate 

among people of Indian origin is higher than among Bangladeshis and Pakistanis. Activity and 

employment rates also vary within each ethnic group, being generally higher among British-born 

members of ethnic minorities than among immigrants (Wadsworth, 2003). There are often gen-

der-based differences too. As a whole, ethnic minority women are less likely to participate in 

employment than men, but again variations are evident between different ethnic minority groups 

and within groups themselves.

Catney and Sabater’s report (2015) concludes that, although patterns over time reveal what 

might be described as a success story for the Indian ethnic group, and to a lesser extent for the 

Chinese group, the pronounced pattern is one of persistent ethnic minority disadvantage com-

pared with the white British majority. The different experiences of individuals from different 

ethnic minority groups in terms of the extent to which they participate in the labour market, the 

positions they are able to secure in paid work and their experience when in employment present 

a complex picture and raise important questions about equality of opportunity.

A report by the National Audit Office (2008) attributes the under-achievement of the ethnic 

minority population in the labour force to three key factors:

● Human capital – some ethnic minority groups have lower levels of education and skills than 

the white population.

● Geography – many ethnic minorities live in deprived areas with high unemployment.

● Discrimination – unequal treatment by employers on grounds of race or colour represents a 

further barrier to employment.

There may also be a range of cultural and familial factors that dissuade ethnic minorities from 

engaging in the labour market or with certain types of work or certain employers, but how robust 

are these explanations in accounting for the differences in employment outcomes between ethnic 

minority individuals and the majority white population? Certainly with reference to the human 

capital assertion, Dustmann et al. (2011) argue that second-generation ethnic minority 

Explore Give some thought to the data presented in the above section. How might you begin to explain 
the differences between the unemployment rates of different ethnic groups?
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immigrants tend to be better educated than their parents’ generation, and better educated than 

their white native peers. Indeed, they calculate that the relative enhancement in educational abil-

ity and attainment between the parent and descendant generation is far greater for ethnic minori-

ties than it is for white natives. British-born ethnic minorities, despite their initial disadvantage 

in the British educational system, as measured at the time of entry to primary school, step up 

the pace continually throughout the compulsory school system, performing astonishingly well 

in terms of academic achievements and securing a higher per capita share of college education 

than their British-born white contemporaries. Note, however, that there is considerable hetero-

geneity between different minority ethnic groups, with some faring much better than others. 

Despite their educational accomplishments, the employment outcomes for ethnic minorities are 

lower than those of whites, and for some minority ethnic groups, markedly so.

The ethnic penalty

Research by Wadsworth (2003) finds that educational attainment plus age and region explains 

hardly any of the difference in employment rates between ethnic minorities and British-born 

whites, calling into question the efficacy of the human capital explanation and the geographical 

explanation cited above. Consistently, researchers indicate that people from ethnic minority 

groups pay an ethnic penalty, in other words, even where their qualifications and level of experi-

ence plus other factors such as class, gender and age match that of their contemporaries in the 

white majority, individuals from ethnic minority groups fare less well in terms of employment 

outcomes. Essentially their chances in employment are hampered as a result of the ethnic group 

they belong to.

Ford (2015), for example, highlights the ethnic penalties experienced by graduates from ethnic 

minority backgrounds. He explores unemployment rates for people six months after graduation 

and finds that Black African graduates have the highest rates at about 16 per cent, Black Carib-

bean graduates face an unemployment rate of 10 per cent and indeed all ethnic minorities are 

much more likely than white people to be unemployed six months after graduation. While some 

of these differences in unemployment rates will be attributable to other factors, such as lower 

overall attainment at university, Ford draws on Rafferty’s work (2012) to illustrate the presence 

of ethnic penalties in the labour market. In his study, Rafferty seeks to eliminate the effects of a 

range of background factors such as degree classification, degree subject, gender and socio-

economic background to deduce whether ethnicity itself can explain differing outcomes for those 

from ethnic minority groups. In matched groups, for example, all male graduates with similar 

degree classifications in a similar subject, from similar class background (i.e. the only difference 

between them being their ethnicity), instead of seeing similar outcomes as might be expected, 

groups of ethnic minority graduates have higher levels of unemployment, a greater proportion 

are in non-graduate occupations, and they earn lower hourly wage rates than their white coun-

terparts. Rafferty (2012:16) concludes that ‘although past research suggests education for many 

minority ethnic men and women has provided a route to better employment or higher occupa-

tional status the current findings indicate higher level qualifications still do not appear to provide 

a panacea or facilitate an equalisation of labour market outcomes to those of comparably edu-

cated white UK born men and women’. He found graduate level ethnic penalties for several 

minority ethnic groups across a range of labour market outcomes. While some groups such as 

Indian and Chinese men and women appear to have comparatively favourable labour market 

outcomes to other ethnic minority groups, matched contrasts to white UK born male and female 

graduates revealed hidden labour market penalties subsumed in over-simplified overall compari-

sons. The extent of wage penalties experienced by black African and black Caribbean men and 

women was similarly exposed only through matching.

Likewise, Heath and Cheung (2006) found ongoing evidence of ‘ethnic penalties’ in the labour 

market. In particular, they found that a number of ethnic minority groups, notably Pakistani, 

Bangladeshi, black Caribbean and black African men, continue to experience higher unemploy-

ment rates, greater concentration in routine and semi-routine work, and lower hourly earnings 

than members of the comparison group of British and other whites. Women from these ethnic 
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minority groups also experience higher rates of unemployment than the comparison group, but 

for those in work, average hourly earnings tend to match or exceed those of white women as 

corroborated by  Dustmann  et al.  (2011) .  Heath and Cheung (2006)  draw particular attention to 

the levels of disadvantage experienced by Pakistani and Bangladeshi groups, where male unem-

ployment and levels of male economic inactivity are high. In addition, where individuals from 

these groups are in employment, they are disproportionately represented in semi-routine and 

routine work. The differentials Heath and Cheung found are not confined to those born and 

educated outside the UK; indeed, the ethnic penalties they refer to also appear to be experienced 

by second-generation ethnic minority groups who were born and educated in the UK. 

 Later in the chapter, we extend this discussion of labour market participation according to 

gender and ethnicity, to look more closely at labour market inequalities experienced by these 

groups.    

  Labour demand 

  Aggregate demand for labour 

 The aggregate demand for labour consists of total employment plus unfilled vacancies. As the 

demand for labour is derived from the demand for goods and services, it follows the economic 

cycle, rising when there are upturns in the economy and falling in periods of recession. Changes 

in labour demand are reflected in changes in the unemployment rate. 

 Low levels of unemployment are usually taken as a sign that the economy is growing and is 

in good shape. For employers, however, the combination of record employment, low unemploy-

ment and high numbers of economically inactive people creates a labour market that is referred 

to as a ‘tight labour market’. Tight labour markets mean that employers find it more difficult to 

recruit. They have to compete more actively for workers who are in short supply and conse-

quently those workers who are available for work have a wider choice of employment opportuni-

ties and can be more discerning. Tight labour markets create a ‘sellers’ market in which employees 

with highly sought after skills and experience can be enticed to leave one organisation for a better 

job in another. In response, firms may be forced to increase pay. They may also adopt strategies 

aimed at retaining employees, as vacancies arising from labour turnover will be hard to fill. 

Where the risks (or reality) of undesirable labour turnover are felt, there is likely to be more 

internal promotion and redeployment and this in turn may necessitate increased investment in 

training. While these responses might be seen as moves towards internalising employment, they 

are not driven by the technical and skill requirements of production or a long-term employment 

strategy, but by immediate pressures from the labour market. These pressures may be reinforced 

by stronger trade union bargaining power as a result of low unemployment and unfilled vacan-

cies. Once established, these employment practices may become embedded, although employers 

may seek to reverse them should labour demand slacken and unemployment rise. 

 Tight labour markets characterised the period from 2001 until 2008. There was low unemploy-

ment, a record number of people in employment and a large number of economically inactive 

people. All this meant that many employers experienced recruitment difficulties and skill short-

ages, although these problems were eased by an inflow of immigrant workers, including those 

from countries such as Latvia, Poland and Slovenia, which joined the EU on 1 May 2004. During 

2008, the UK economy was plunged into recession as a result of the ‘credit crunch’ and the ensu-

ing financial crisis. The effects of global recession also impacted on the domestic economy. 

Recovery has been protracted. 

 During the recession high levels of unemployment became a feature of the economy.  Eurostat 

data (2016)  show that unemployment in the UK climbed from 5.1 per cent in January 2008 to 

7.7 per cent in May 2009, and up to a peak of 8.4 per cent in October 2011. Since this period it 

Labour demand 
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has decreased on a quarterly basis to arrive back at pre-recessionary levels. During the recession 

the fall in labour demand meant that tight labour market conditions gave way to a ‘slack’ labour 

market in which there were more people seeking work than there were jobs available. Faced with 

a gloomy economic outlook, employers tended not to replace workers who left because demand 

for products and services was at best highly volatile. Where firms did need to fill vacancies, hiring 

on a temporary basis provided a safer option owing to uncertainties about future demand and 

the speed of any economic recovery.

Whereas tight labour markets improve the bargaining position of workers relative to employ-

ers, the reverse is true when labour demand falls. Workers’ and unions’ anxiety about job losses 

may lead them to accept lower wage increases or even lower absolute wages in order to save jobs. 

They are also more likely to support changes to production methods in order to improve the 

chances of company survival, even if this leads to some job losses.

As well as examining changes in aggregate demand for labour, we need to consider how the 

employment experience of different labour market groups varies as the result of structured pat-

terns of inequality of employment opportunity. As we shall see, slack labour markets are likely 

to have disproportionate effects on those who are already disadvantaged in the labour market, 

such as those with little education and low skill levels and those who are subject to various forms 

of discrimination. We also need to explore the changing pattern of demand for labour in the long 

run and how it affects different labour market groups.

Labour market inequality

The quality of jobs on offer in the labour market varies. Some workers are in ‘good jobs’ with 

high earnings, good working conditions, employment security and opportunities for training and 

career development. Others are in ‘bad jobs’ with low status and pay, poor working conditions, 

little access to training and few, if any, opportunities for promotion. How good and bad jobs get 

created has been a matter of ongoing debate surrounding the theory of labour market segmenta-

tion. One classical line of explanation, advanced by two economists, Doeringer and Piore (1971), 

is based on the analysis of employers’ labour requirements outlined earlier. Some firms face 

strong pressures to internalise the employment relationship in order to train, develop and retain 

suitably skilled workers and gain their voluntary cooperation in production. Others do not, and 

are able to meet their labour requirements by following the commodity labour approach and 

externalising the employment relationship.

Another explanation (Gordon et al., 1982) is that some firms enjoy monopoly power in their 

product markets and are able to use this power to increase the selling price of the product, thereby 

increasing profits. Some of these companies are faced by workers who have developed strong 

trade unions that can use their bargaining power to gain a share of these profits in the form of 

high wages and other benefits, including job security provisions. At the same time, management 

seeks to limit union solidarity and bargaining power by dividing the workforce into horizontal 

segments and offering the prospect of promotion to those who are cooperative and trustworthy. 

Firms that are unable to use monopoly power to raise their prices do not have surplus profits to 

share with trade unions, so terms and conditions of employment are less favourable. As it is more 

likely that large rather than small firms are able to exercise monopoly power, primary sector 

employment is concentrated in large, rather than small, firms.

One of the central predictions of the labour segmentation thesis is that there will be little 

movement of workers between the primary and secondary sectors of the labour market. Workers 

in the primary sector are unwilling to move to the secondary sector and the high level of employ-

ment security they enjoy means they are unlikely to be forced to through job loss. Workers who 

make up the disadvantaged segments of the labour market are unable to move up into the primary 

sector because employers see them as undesirable candidates for jobs. Primary sector employers 

want disciplined, cooperative workers with good work habits, so when selecting from among 

applicants for jobs, primary sector employers will tend to reject those with unstable employment 

histories that involve frequent unemployment and job changes, because they will assume that 
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this indicates a poor-quality worker. This will automatically rule out secondary sector workers, 

regardless of their personal qualities, since by definition secondary workers are in unstable, 

insecure jobs. It is also the case, however, that because of their experience of poor work, some 

secondary sector workers will tend to develop negative attitudes and poor patterns of work 

behaviour that reinforce employers’ prejudices against secondary sector workers as a whole.

These explanations for labour market segmentation emphasise the way in which firms’ 

employment decisions influence the wider labour market by dividing it into advantaged and 

disadvantaged groups. But despite this analysis, the quality of the jobs that people do is not 

determined simply by their abilities, educational attainment and skills acquired through training. 

The chances of someone being in a good or a bad job are also influenced by their membership 

of particular socio-economic groups. There is clear evidence that the labour market is segmented 

along lines that reflect ‘broader social forces leading to discrimination within the labour market’ 

(Rubery, 1994: 53).

Discrimination in the labour market means that workers’ chances of gaining access to ‘good’ 

or ‘bad’ jobs are unfairly influenced by non-work characteristics such as gender, race, class, work-

unrelated disability and age. Thus two equally skilled workers will likely find themselves in 

different sectors of the labour market because one is a white male from a middle-class social 

background and the other is a working-class black woman. This reflects deep-seated patterns of 

discrimination within society in general as well as in the labour market. Here we build on the 

earlier segment of the chapter that focused on patterns of male, female and ethnic minority 

participation in employment to examine more closely how gender and ethnicity influence peo-

ple’s experiences in the labour market.

As we have touched upon already, women and ethnic minority groups occupy a disadvantaged 

place in the labour market. Women’s employment disadvantage reflects deep-seated societal 

norms concerning the family and the respective roles of women and men in domestic roles and 

paid work. The domestic roles played by many women mean that their employment opportuni-

ties are restricted geographically and contractually. This is particularly true of women with 

children as we have seen. In the absence of highly developed systems of state support for child-

care, childcare responsibilities mean that many women cannot travel long distances to work or 

work ‘standard’ hours, therefore they are invariably restricted to part-time work in the immediate 

locality. This means that they have limited choice of employment and therefore little bargaining 

power and may have to accept secondary sector terms and conditions of employment as a trade-

off for convenience. Ethnic minority workers, as well as facing racial prejudice and discrimina-

tion, may be faced with additional limits to their choice of employment because they live in areas 

where business activity is low and public transport facilities are poorer. For these reasons it is 

also likely that women and ethnic minority workers will be disproportionately affected by the 

rising levels of unemployment that occur in a recession. This is because they are less able to 

compete for the jobs that are available should they lose their current employment and it is easier 

for employers to discriminate against women and ethnic minorities when there is an abundant 

supply of labour competing for a limited number of jobs.

Philpott (2011) advises that the recession triggered in 2008 is sometimes referred to as a ‘man-

cession’ as men were more acutely affected than women, as a result of blue collar job losses in 

the private sector, notably in construction and manufacturing. Women were more insulated from 

recessionary effects as a consequence of their representation in the public sector (which actually 

saw a small rise in employment during the recession) and their presence in part-time work, which 

held up better than full-time employment. The recession officially ended in the third quarter of 

2009 and the economy benefited from a marginal fillip in activity in 2010 before economic growth 

stagnated once again in 2011. The country fell into another recession in early 2012, referred to 

widely as a ‘double dip’ recession due to the proximity to the 2008–09 recession. The period of 

sustained austerity and public sector cuts leading up to and beyond the 2012 recession has argu-

ably been more uncomfortable for women, as mass job losses impacted the public sector where 

women are disproportionately represented. For those retaining jobs in public services, the public 

sector pay freeze and pay restraint practices have meant that pay has declined in real terms in 
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recent years and jobs have arguably become more pressured as staffing levels have been reduced. 

The slowdown in consumer spending also impacted sectors such as retail, which employs high 

proportions of female workers. The Conservative government, elected in 2015, initially led by 

David Cameron and now under the prime ministerial direction of Theresa May continues to 

support austerity measures as a means of reducing the deficit, safeguarding economic stability 

and promoting growth.

Gender-based inequalities in employment opportunity

The social forces identified in the previous section mean that there are major differences in the 

types of work that men and women tend to do, and the way in which male and female employ-

ment is segregated by time. Patterns of occupational segregation are strongly in evidence in the 

labour market, creating a division between male and female work. For example, women occupy 

77 per cent of administration and secretarial posts but only 6 per cent of engineering and 

14 per cent of architecture, planning and surveying roles; 83 per cent of people employed in 

personal services are women (EHRC, 2013).

As shown in Table 4.3, patterns of vertical segregation also loom large, with men continuing 

to dominate highly rewarded, senior roles in politics, business, media and culture and the public 

and voluntary sectors (Centre for Women and Democracy, 2013, updated with available data 

from 2014).

Men’s and women’s jobs are also segregated by hours of work, sometimes referred to as gendered 

time segregation. As we have seen, generally women are more likely than men to work part-time, 

but particularly so if they have dependent children. Part-time working is invariably low paid and 

this is reflected in the stubbornly persistent gender pay gap that exists between women working 

Explore To what extent are broader patterns of occupational segregation useful for explaining the varying 
levels of representation of women in senior roles as shown in Table 4.3?

Role 2005 2006 2007–8 2010–11 2012 2014

Members of parliament 19.7 19.5 19.3 22.2 22.3 22.6

Local authority council leaders 16.2 13.8 14.3 13.2 12.3 13.1

Directors in FTSE 100 companies 10.5 10.4 11.0 12.5 16.7

Editors of national newspapers 13.0 17.4 13.6 0.5 0.0 5.0

Directors of major museums and art 
galleries

21.7 17.4 17.4 26.1 28.0 n/a

Chief executives of national sports bodies 0.7 0.7 13.3 25.0 23.8 n/a

Local authority chief executives 17.5 20.6 19.5 22.8 22.9 24.0

Senior ranks in the armed forces 0.8 0.4 0.4 0.0 0.8 n/a

Senior police officers 0.8 12.2 11.9 16.8 17.6 n/a

University vice-chancellors 11.1 13.2 14.4 14.3 14.2 n/a

Health service chief executives 28.1 37.9 36.9 31.4 34.8 n/a

n/a data unavailable.

Source: An extract from Centre for Women and Democracy (2013), Sex and Power; Who Runs Britain?, p. 7, updated with information (where available) from Cen-
tre for Women and Democracy (2014), Sex and Power; Who Runs Britain?, p. 6.

Table 4.3  Women’s share of a selection of senior ranked roles since 2005
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part-time and men working full-time (Longhi and Platt, 2009). Taking full-time and part-time 

employees together, for all age groups except 16 to 17-year-olds, statistics demonstrate that men 

are paid more on average than women. Indeed, for all age groups from 22 to 29 upwards, the gap 

is wider than for full-time employees alone, indicating that in these age groups, more women are 

working part-time in jobs that tend to be lower paid (www.EqualPayPortal.co.uk). Added to this, 

the ONS bulletin on low pay (ONS, 2015a) reports that employees in part-time work are more 

likely than those in full-time work to be paid less than the National Minimum Wage (NMW). 

Despite the fact that minimum wage legislation exists (and new Living Wage legislation now 

provides further protection for employees over the age of 25), pay for 1.2 per cent of part-time 

jobs and 0.6 per cent of full-time jobs fell below the NMW in April 2015. Critically, jobs held by 

women were more likely to be paid less than the NMW than jobs held by men (0.9 per cent 

compared with 0.7 per cent). This is consistent with the fact that a greater proportion of women 

work part-time than men.

While some struggle to even obtain NMW rates for their labour, and women in particular are 

susceptible to low pay, the annual Sunday Times Rich List reveals the names of the richest indi-

viduals and families in Britain. Commenting on the latest edition of the list, published in April 

2016, John Arlidge writes: ‘[W]omen are winners this year; there are a record 125 on our list’ 

(2016: 16). While progress should be welcomed in a list that comprises 1,000 entries, this remark 

denotes the magnitude of men’s domination of wealth in Britain. Arlidge adds that, of the 

125 women on this list, ‘almost all of them are are involved in ventures with their husbands, or 

other family members, or have inherited their wealth’ (2016: 16), an observation which further 

exposes the gendered forces at play among the richest and most powerful in British society.

Female heterogeneity

The population, and hence the labour market, comprises different sorts of women, fractured by 

age, class, ethnicity, qualification level, family circumstances, background and experience. So, 

while generalisations about the relative positions of men and women in employment and society, 

as recounted in the section above, serve some purpose, an understanding of the different employ-

ment experiences of different sorts of women is useful.

While we have seen that women are typically casualties of segregation in employment, some 

women will be in a more advantageous labour market position than others (and some men). 

The level of educational qualifications women attain is a key determinant of the extent to which 

they subsequently participate in paid employment. As Plunkett (2011) demonstrates, the UK 

has very low employment rates among women with low educational achievements and there is 

considerable disparity between the employment rates of  women with and without post-

secondary education. Indeed, the UK employment rate amongst women who left school prior 

to completing A-level education is 43 per cent, compared with 86 per cent for women who 

completed degrees and other higher education awards. Some of the more highly educated 

women in the labour market will be mothers who have been able to return to well-paid jobs 

following maternity leave, something women without qualifications are less likely to be able to 

do. The resultant impact on lifetime earnings is demonstrable: women with degrees are esti-

mated to face only a 4 per cent loss in lifetime earnings as a result of motherhood, while moth-

ers with mid-level qualifications face a 25 per cent loss and those with no qualifications a 

58 per cent loss (EHRC, 2013b).

The employment rates of women also vary according to ethnicity, reflecting in part different 

cultural norms and family circumstances. The EHRC (2013b) reports that, despite some growth 

in their employment rates, only one in four Bangladeshi and Pakistani women work, and many 

face practical barriers preventing them from doing so. Black Caribbean women are more likely 

to be in full-time work than any other group of women, including white women. Almost half of 

Bangladeshi (49 per cent) and Pakistani (44 per cent) women are looking after the family or home 

full-time, compared to 20 per cent or fewer of other groups.

http://www.EqualPayPortal.co.uk
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Progress?

It is the case that some, but not all, women are making significant strides in training and in 

occupations traditionally dominated by men. For example, in statistics compiled for the House 

of Commons, Baker and Cracknell (2014) report that, although women remain under- represented 

in higher education, there have been considerable signs of improvement within the sector. In 

comparison with 1994–95, they show that the proportion of women had increased across all 

grades by 2008, but significantly so at professorial level where the proportion of female professors 

had risen from 7 per cent in the mid-90s to 19 per cent by the late noughties. In 2011–12, women 

made up 21 per cent of professors in higher education. Women’s representation has increased in 

the police service too: in 2013, 35,471 police officers (27 per cent) were female, compared to just 

15 per cent in 1997. The latest General Medical Council statistics released in August 2016 show 

that 51.4 per cent of doctors on the general practitioner register are female, compared with 47.9 

per cent in April 2013. Only 33.4 per cent, however, of those doctors on the specialist register 

(the register of doctors who are eligible to work as substantive, fixed term or honorary consult-

ants in the health service in the UK) are female.

Management is another key area where women have made some inroads. Headline figures 

show that 32.8 per cent of managers, directors and senior officials in 2013 were female. However, 

as with so many occupations (e.g. teaching, policing, healthcare), a closer examination of the 

gender composition at different levels of management and at management in different sectors 

reveals distinct patterns of horizontal and vertical segregation within management careers. 

Baker and Cracknell (2014), for example, show that women are far more likely to be human 

resources managers and directors, advertising and public relations directors and health and social 

services managers than managers and directors in purchasing or finance. Turning to patterns of 

vertical segregation within management careers, the dominance of men in the most senior man-

agement positions is aptly illustrated by the findings of the Cranfield Female FTSE Board 

Report 2016 (Sealy et al., 2016), an annual report examining the representation of women on the 

boards of the FTSE 100 companies:

● Diageo, the drinks firm, tops the 2016 female FTSE index with a board comprising four female 

non-executive directors and one executive director, Kathy Mikells (representing a total female 

board membership of 45.5 per cent).

● Women hold 31.4 per cent of  non-executive directorships in the FTSE 100 (up from 

21.8 per cent in 2013) but only 9.7 per cent of executive directorships, a marginal increase on 

8.6 cent in March 2015.

● Only 20 companies in the FTSE 100 have female executive directors, 3 percentage points more 

than in 2012.

● Of the FTSE 100 companies, 61 per cent have 25 per cent or more women on their boards (the 

target to be attained by 2015, first set by Lord Davies in 2011).

● Only 44 per cent of the FTSE 100 companies have at least 27 per cent female directors (the 

benchmark expected by 2016, to indicate ‘on track’ progress towards the new 33 per cent target 

to be achieved by 2020* ).

● Of the FTSE 100 companies, 19 per cent met the new 33 per cent target in 2016.

● There are now no all-male boards within the FTSE 100 company list, whereas in 2013 there 

were six companies in this category.

● Across FTSE 100 boards, the percentage of new appointments going to women over the six 

months between September 2015 and March 2016 was only 24.7 per cent, the lowest since 

September 2011.

● There is only one FTSE 100 company with a woman holding the position of chairman (Alison 

Carnwath at Land Securities).

*During the closing of the Davies Review in October 2015 a new target of 33 per cent women on FTSE 350 

boards by 2020 was announced.
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The ability for women to get so far and then find the very senior positions difficult or impos-

sible to access is metaphorically referred to as the ‘glass ceiling’ phenomenon. Women can see 

the jobs at the very top but cannot penetrate the invisible barrier that prevents them securing the 

positions. Sealy et al. (2016) conclude that they are concerned by what they see as a trend of 

stalled progress in the campaign to improve the representation of women on FTSE company 

boards. Among a number of recommendations, they call for chairmen and search consultants to 

make sure that boards are regularly refreshed, that a larger proportion of new appointments to 

go to women, and that robust, transparent and gender-inclusive board appointment processes 

and strategies are put in place to ensure that once on boards women can reach the very senior 

positions such as chairman and senior independent director.

It is clear from the extracts of the 2013 and 2014 Sex and Power Reports shown in Table 4.3 and 

other research referred to in this section that some women are making considerable progress in 

employment. We have also seen that the level of earnings penalty is strongly mediated by levels 

of education, as women with higher-level qualifications are able to secure better-quality roles 

within the labour market. Better qualifications therefore afford women greater opportunities 

within the labour market, but do not entirely safeguard against disadvantage. Patterns of occu-

pational segregation and vertical segregation persist, causing even relatively advantaged women, 

such as those in the esteemed professions, to find that their roles and opportunities for advance-

ment are limited because of their gender. As Marlow and Carter (2004: 16) claim: ‘Women can 

stretch the ties that bind but cannot sever them.’

Ethnically based labour market inequality

People from ethnic minorities experience disadvantage compared with whites in terms of their 

access to employment, their level of occupational attainment, and pay. The EHRC (2013b) 

reports that between 1995 and 1997, and again in the period 2006–2008, prior to the recession, 

a steady growth in the number of jobs raised the percentage of women and of black people of 

working age in employment by twice the average, and the percentage of Bangladeshi and Paki-

stani people of working age in employment by three times the average. However, over the longer 

term, some groups with low employment rates have not fared well, particularly those pushed to 

the margins of the labour market. We focus here on ethnicity, but, equally, other social factors 

such as disability or age can marginalise individuals in the labour market and interplay with 

ethnicity, resulting in inferior outcomes (lower employment rates, greater likelihood of unem-

ployment, lower pay, poor-quality jobs and so forth). For example, black people and disabled 

people in their early 20s are twice as likely to be not in employment, education or training 

(NEET) as white people and non-disabled people (EHRC, 2013b).

Ethnic minorities in general are less likely than whites to be employed in professional and 

managerial occupations and more likely to be in semi-routine and routine occupations (Heath 

and Cheung, 2006). These disadvantages could theoretically reflect differences in education and 

skills. We know that unemployment is higher and wages are lower among lower educated, 

unskilled workers. However, these disadvantages remain even when educational qualifications are 

taken into account. In other words, as noted earlier, ‘ethnic penalties’ can be demonstrated that 

impede the occupational success of ethnic minorities during the job search, hiring and promotion 

Explore ● Why does the glass ceiling persist in the twenty-first century and what prospect is there for 
smashing it?

● Given that Lord Davies’s target was not met by 2015, what chance do you think there is that 
the revised target of 33 per cent female board membership of the FTSE 350 by 2020 is achiev-
able? What needs to happen to effect change?
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process. As a result, ethnic minorities suffer from a general inability to convert their high educa-

tional attainments into comparable occupational outcomes. A related scenario is ‘over-education’ 

whereby people hold qualifications over and above those required for their job. Rafferty (2012: 2) 

advances our understanding of the concept of ethnic penalties to suggest that a disproportionate 

number of ethnic minority women and men are employed in roles that do not require their levels 

of educational attainment. Li et al. (2008) concur, noting that, while the acquisition of educa-

tional credentials facilitates entry into the labour market and enhances income levels for all 

groups, education protects only to an extent against lower employment rates and earning levels. 

Many people from ethnic minority groups experience poorer employment rates and lower 

incomes than similarly qualified and experienced white people. Evidently, ethnic or racial stereo-

typing and inhospitable workplace cultures related to both gender and ethnicity can place signifi-

cant barriers to those seeking to access certain professions and/or advance their careers.

Ethnic heterogeneity

Although people from ethnic minorities as a whole are disadvantaged in the labour market, there 

is noticeable variation in the experience of different ethnic groups and between men and women 

within ethnic groups. As noted earlier, the employment rates and unemployment rates of differ-

ent minority ethnic groups vary. Levels of occupational attainment also vary between different 

ethnic minority groups. Chinese and Indians of both sexes are more likely to be in professional 

and managerial occupations than whites, as are black African and black Caribbean women; 

however, they remain significantly under-represented when qualifications are taken into account. 

With the exception of Indians and Chinese, ethnic minority workers are more likely to be in 

semi-routine or routine occupations than whites (Heath and Cheung, 2006: 15).

There are also variations in average earnings across ethnic minorities, so-called wage gaps. 

Dustmann (n.d.) suggests that the disadvantage experienced by Pakistani and Bangladeshi minor-

ities in employment is reflected in the pay they receive. In 2009, Pakistani men earned on average 

26 per cent less than white people in employment, while Bangladeshi men received wages 

35 per cent below the average earnings of white people in employment. However, while for the 

Bangladeshi minority wage differentials can be shown to be slowly converging with the average 

earnings of white people over time (from -53 per cent in 1993 to -50 per cent in 2000 and 

-35 per cent in 2009), for the Pakistani ethnic group wage differentials are relatively stable. Among 

the other minority ethnic groups black Caribbean men displayed a 27 per cent wage disadvantage 

in 2009. Indian men and women earned 14 per cent and 18 per cent respectively more than white 

indigenous workers in 2009. These complex outcomes indicate considerable heterogeneity, with 

wage disadvantages for some ethnic minority groups and wage advantages for others.

In more recent research exploring the existence of wage gaps, Longhi et al. (2012) found that, 

across all the ethnic and religious minority groups included in their study, individuals from the 

second generation tended to achieve higher wages than the first generation, but the amount by 

which wages increased could not always be explained by identifiable characteristics such as the 

improved educational attainments of second generation workers. They found that there are still 

remarkable differences in wages between ethnic and religious groups in Britain: Pakistani 

Muslims have the lowest wages and Indian Hindus the highest; Indian Muslims gain access to 

better wages than Muslims of Pakistani descent but do not do as well as Indians who follow 

Hinduism. The most critical finding to come from the study is that wage differences across 

groups stem from the types of job that people occupy, given their qualifications. The disadvan-

tages observed were often because ethnic minority individuals were clustered in low-paid occupa-

tions whether this be through choice/preference for certain jobs or as a result of circumstance 

(not being able to find work in a different, higher paid occupation). The study demonstrates the 

way in which individuals from ethnic minority backgrounds can be disadvantaged by poorer 

personal circumstances (qualifications, access to networks, transport and so forth to improve job 

prospects), inferior job characteristics (the types of job they occupy) and by labour market 

discrimination, which makes their chances of securing well-paid work more difficult.
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  Rubery (1994)  argues that the presence of disadvantaged groups in the labour market increases 

the range of options open to some employers by allowing them to fulfil their requirements for a 

stable, cooperative workforce without having to offer the positive incentives associated with 

internalised employment relationships (see  Box   4.2   ). This is because, as indicated earlier, disad-

vantaged groups face barriers to employment, curtailing choice in terms of jobs and careers; in 

short, they often have to accept what they can get. The absence of better alternatives makes these 

jobs more attractive than they would otherwise be and therefore more highly valued by workers. 

This is reflected in the willingness of many disadvantaged workers to remain with their employer 

and cooperate with management in order to keep their jobs.     

  Changing patterns of demand 

 The period since the 1980s has seen significant changes in the pattern of demand for labour and 

therefore in the types of job available to workers in the UK. These shifts reflect interlinked 

changes in the structure of the economy, government policy for the labour market and employers’ 

labour requirements. 

  A shift of employment from manufacturing to services 

 The proportion of workers employed in manufacturing has declined in the UK, the USA and all 

the major European Union economies since the 1960s. This reflects the effects of economic 

growth and rising incomes on people’s consumption patterns. As people get richer, the propor-

tion of their income that they spend on manufactured goods declines (although people may still 

spend more money on them in absolute terms) and the proportion spent on services increases. 

This means that output, and hence employment, grow faster in the service sector than in the 

manufacturing sector. 

Changing patterns of demand 

 Box 4.2   Migrant local-hiring queues 

 According to  Scott (2013) , employers from sectors such as the UK horticultural and food industry prefer to hire A8 
(and A2) migrant workers rather than domestic workers. Scott carried out a survey of 268 horticulturalist farmers and 
interviewed 37 growers and processors from another 30 English horticultural companies about their experiences of 
employing EU migrant workers from Poland and other parts of Eastern Europe. The interviews with these employers 
revealed that they preferred to hire A8 and A2 migrant workers over white British workers because they had a better 
work ethic and were reliable and flexible. The employers commented that the UK horticultural and food industry 
success almost depends on the Eastern and Central European migrant labour. Scott concluded that the migrant–local 
hiring queues are largely therefore due to the ‘added value’ that migrants from the EU periphery bring, over the short 
term, to the low-wage, ‘no-frills’ workplace, benefiting the firms operating in the sector. 

 Key controversy 

 Are employers who hire ethnic minority workers and cheap migrant labour capitalising upon the presence of racism 
in society as a whole? 
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The decline of manufacturing has been particularly rapid in the UK since 1980. This has 

reflected additional forces, such as the effects of government monetary and exchange rate policy 

during the 1980s, which raised the price of British exports in foreign markets and cheapened 

foreign imports; the long-term inability of UK manufacturing to respond adequately and rapidly 

enough to foreign competition; and organisational restructuring whereby manufacturing firms 

have tried to cut costs by hiving off certain ‘non-core’ and specialist activities, such as security, 

cleaning and catering, to outside suppliers of these services. This has meant that the workers 

who used to deliver these services are now counted as being in the service sector rather than in 

manufacturing.

The growth of service sector employment has been a major factor in the increase in part-time 

employment in the UK and has therefore expanded employment opportunities for women with 

dependent children and also, more recently, young people in full-time education who value the 

income from part-time employment to assist with the costs of tuition fees and general living 

expenses.

Looking to future sectoral trends, the UKCES report Working Futures 2014–2024 (Wilson 

et al., 2016) suggests that private services are forecast to be the main force of employment growth, 

contributing more than 90 per cent of net additional jobs between 2014 and 2024. Business and 

other services such as professional services and information technology are expected to see the 

strongest levels of job growth. As can be seen from Table 4.4, the share of manufacturing jobs 

as a proportion of total employment is expected to continue to decline, although it is anticipated 

that this trend will be coupled with output and productivity growth, implying that jobs in the 

sector will become more skilled. The construction sector is forecast to rebound to become the 

strongest performing of the six broad sectors in terms of both output and employment growth. 

With regard to public sector activities, over the forecast period health and social care are expected 

to create a large number of additional jobs but growth prospects for education and public admin-

istration are expected to be subdued, especially in the first half of the period.

1994 2004 2014 2019* 2024*

Primary sector and utilities 3.1 2.1 2.5 2.3 2.2

Manufacturing 14.9 10.6 7.8 7.4 6.7

Construction 6.6 6.8 6.3 6.6 6.8

Trade, accommodation and 
transport

27.3 27.2 25.8 26.2 26.3

Business and other services 24.1 28.4 31.6 32.4 32.9

Non-market services 24.1 24.9 26.1 25.0 25.1

*Projected figures.

Source: Wilson et al. (2016: 40).

Table 4.4  Changes in the distribution of employment by broad sector, 1994–2024 (percentage 
share of total employment)

Explore ● Suggest why the growth of the service sector has boosted part-time and female 
employment.

● Consider the type and the quality of the jobs that are available as a result of this expansion.
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  Changes in the occupational structure of employment 

 The occupational structure refers to how employment is apportioned among different jobs in the 

economy. Changes in the occupational structure of employment reflect changes in the types of 

skill demanded by employers. The declining relative importance of manufacturing means that, 

over time, the share of occupations associated with manufacturing has also declined, while the 

share of occupations associated with the delivery of business services, retail services, and so on, 

has increased. Changes in the occupational structure also reflect changes in the demand for skills 

 within  industries. These changes are generated by new technologies and by organisational 

changes that alter the way in which goods are produced and services delivered. For example, the 

growth in internet sales, ‘click and collect’ and home delivery of a range of goods including food 

shopping, clothing, books, toys and other household items has impacted demand for workers in 

retail and distribution calling for more drivers and warehouse personnel and fewer store-based, 

customer-facing staff. 

 Past changes and projected changes in the occupational structure of employment are aptly 

illustrated by the data in  Table   4.5   .  Sisson (2011)  claims that over the longer term the economy 

is shifting in emphasis away from routine production towards a knowledge base, causing new 

jobs to be created in large numbers in high-skill, high-wage managerial and professional occupa-

tions. However, the last decade or so has also seen growth in lower-wage service occupations, 

combined with a reduction in middle-wage occupations as advances in technology and the forces 

of globalisation ‘hollow out’ demand for routine workers, semi-skilled administrative and sec-

retarial workers, and process, plant and machine operatives. Some commentators use the term 

‘hourglass economy’ to reflect this changing occupational structure. In short, the routine tasks 

that can be replaced by technology are neither the managerial roles at the top nor the low-skilled 

ones at the bottom, such as cleaning, bar work or shelf-stacking. The roles that are vulnerable 

are in fact those in the middle of the occupational structure, including manual work, and it is 

these jobs that will thin out over time ( CBI, 2011 ). Concern is expressed that an hourglass-shaped 

economy will lead to stark polarisation between high-wage ‘lovely’ occupations and low-wage 

‘lousy’ occupations ( Holmes and Mayhew, 2012 ). For many in employment, at the lower end of 

the waged economy, this concern is now a reality.  

 While commentators share misgivings about a growing chasm between good and bad jobs, 

 Wilson  et al.  (2016 : 51) suggest that the long-term trends evident before the worldwide recession 

of 2008 have been ‘firmly re-established’. The main increases in employment levels are expected 

Changes in the occupational structure of employment 

   1994  2004  2014  2019*  2024* 

 Managers, directors and senior officials  7.6  8.8  10.1  10.5  10.9 

 Professional occupations  14.8  17.1  19.9  20.8  21.4 

 Associate professional and technical  11.9  13.1  14.0  14.5  14.8 

 Administrative, clerical and secretarial  14.9  12.8  10.7  9.7  9.1 

 Skilled trades occupations  14.5  12.4  10.9  10.4  10.0 

 Caring, leisure and other services  6.4  8.0  9.4  9.8  10.1 

 Sales and customer services  8.1  8.1  7.8  7.6  7.4 

 Process, plant and machine operatives  8.9  7.2  6.2  5.8  5.5 

 Elementary occupations  12.9  12.4  11.00  10.9  10.8 

  Note * Projected figures.  

 Source: Wilson  et al.  (2016 : 60). 

 Table 4.5    Changes in the occupational structure (percentage share of total employment), using standard occupational 
classifications (SOCs), 1994–2024 major groups 
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to continue to be focused in the private (marketised) segment of the service sector. Business and 

other services are the area where employment is expected to grow most rapidly. We continue to 

see rising employment levels and shares for higher-level, white collar groups such as managers, 

directors and senior officials, professionals and associate professional and technical occupations 

(‘lovely jobs’) but with some growth in employment for a number of less skilled occupations too. 

Basic occupations are projected to experience mixed fate with some growth in jobs where tasks 

are not so easily automated (such as bar work, cleaning and food service – ‘lousy jobs’), but job 

losses in other areas. Wider job losses are predicted for administrative and secretarial occupa-

tions, along with declining employment levels and employment share for most blue collar/manual 

occupations. In sum, these patterns represent continuing polarisation in the demand for skills in 

the workforce, with some growth at both high and low skill levels and a carving out in the 

middle.

Accompanying these trends, the number of jobs in occupations typically requiring a degree 

is expected to continue to grow, although more slowly than over the previous decade. Corre-

spondingly, the supply of people holding higher level qualifications such as degrees is projected 

to grow steadily to 2024, notwithstanding raised tuition fees and the overall costs of attending 

university. The portion of the workforce remaining unqualified is expected to represent only a 

small minority by 2024. Wilson et al. (2016) predict, on the basis of projected patterns of employ-

ment by qualification level within industries and occupations, that the supply of people educated 

to at least degree level will grow at a faster rate than demand for high level qualifications. We 

can expect to see an intensification of qualification requirements in most occupations and the 

scope for engaging more people with higher qualifications will arise in new areas rather than the 

sectors and industries where the workforce is already highly qualified. In other words, there will 

not necessarily be an over-supply of highly qualified labour as the nature of jobs may be changing 

to make higher qualifications a necessary requirement for those jobs.

We need to be careful in drawing conclusions about what these trends mean in real terms for 

employment opportunities in the labour market. To assume that there will be an absence of job 

vacancies in declining and stable occupations ignores the fact that, in addition to headline fig-

ures pertaining to net growth or decline in demand for workers within particular occupations, 

there will be a continuing demand for workers to replace those leaving occupations, mainly for 

reasons of retirement. ‘Replacement demand’ means that, although total employment in an 

occupation may be declining or plateaued, there could still be a large number of jobs on offer 

within it at any one time and the role may still offer good career prospects for some time to 

come. Wilson et al. (2016: 69) claim that replacement demand can easily offset any negative 

changes resulting from anticipated decreases in employment. Considering the economy as a 

whole, replacement demand represents around 2–4 per cent per annum of the employed work-

force. At firm level, these rates can fluctuate considerably and will hinge, among other factors, 

on the age profile of the workforce; where there is an ageing workforce, replacement demand is 

likely to be higher than in workplaces presenting a much younger profile. Wilson et al. (2016) 

project that in the decade 2014 to 2024 there will be a net requirement to fill around 15 million 

new job openings across the economy. Replacement demand is expected to account for the vast 

majority of these (13.1 million) and so for all occupations, taken together over the period 

2014–24, demand created as a result of outflow from existing occupations is expected to be 

around seven times larger than expansion demand or so-called structural demand (demand 

caused by the creation of ‘new’ jobs). Given the significance of replacement demand, individuals 

planning careers and embarking on training ought therefore to consider that even occupations 

and industries that are not increasing their share of employment may nevertheless provide 

decent career prospects.

A key challenge for employers is that skill shortages may arise, not because there is a dearth 

of applicants to vacancies but because employers cannot locate the necessary skills to fulfil 

replacement demand in declining occupations. The CBI brief (2011) suggests that the key to 

securing increased levels of employment in the economy is the ability to match skills supply with 

demand in different parts of the economy.
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  Changing forms of employment 

 During the 1980s and 1990s, senior managers initiated programmes of organisational change 

aimed at reducing costs and increasing the speed with which their organisations could respond 

to changes in market conditions. A central feature of organisational change programmes was 

workforce ‘restructuring’ or ‘business process re-engineering’, which involved large-scale reduc-

tions in headcount, achieved partly through redundancies, early retirement and non-replacement 

of departing workers and partly by contracting out non-core and specialist services. This was 

accompanied by the reorganisation of work and, in many cases, the wider use of part-time, 

fixed-term contract and temporary labour and, in a minority of cases, highly casualised forms 

of employment such as zero-hours contracts ( Cully  et al. , 1999 ;  Millward  et al. , 2000 ). These 

changes were aimed at increasing managers’ ability to achieve greater  numerical labour flexibil-

ity,  in other words, to be able to adjust the size of the workforce more easily in response to 

changes in demand. 

 The result was that, although the total number of jobs grew, there was a net reduction in the 

number of  full-time  jobs in Britain during the 1990s. All of the growth in employment was 

accounted for by a growth of part-time jobs, which increased from 22.9 per cent of total employ-

ment in 1992 to 24.6 per cent in 1999. The early and mid-1990s also saw an increase in the share 

of fixed-term and temporary employment from 5.9 per cent in 1992 to 7.6 per cent in 1997. These 

developments led some to argue that the full-time, permanent job was likely to become the excep-

tion rather than the rule ( Bayliss, 1998 ). However, while part-time employment continued to 

increase its share of total employment after 1997, reaching 25.8 per cent in 2004 before levelling 

off and dropping slightly to 25.5 per cent at the end of 2008, the trend of temporary and fixed-

term employment had (until the recession) been downward, the share falling to 5.5 per cent in 

2008 ( ONS 2005 ,  2009 ). 

 Some light is shed on the effects of the recession by the latest Workplace Employment Rela-

tions Study (WERS) ( van Wanrooy  et al. , 2013 : 10). The study reports an increase (over the period 

2004–2011) in the proportion of workplaces making some use of non-standard working provi-

sions, such as shifts, annualised hours and zero-hours contracts (a contract between an employer 

and a worker, where the employer is not obliged to provide any minimum working hours, while 

the worker is not obliged to accept any work offered). In fact, the percentage of workplaces that 

had some employees on zero-hours contracts doubled between 2004 and 2011, but only from a 

low base of 4 per cent. Interestingly  van Wanrooy  et al.  (2013)  find little change in the use of 

fixed-term or temporary contracts, the use of agencies or employers contracting services in or 

out. In response to the recession, some employers in fact reported cutting rather than increasing 

the number of agency workers. The CBI, on the other hand, suggest in their 2011 report that, as 

the recession eased, firms took on temporary workers to meet growing staffing needs while 

remaining watchful of continued economic uncertainty. They claim that the number of tempo-

rary workers and their share of the labour force were both now higher than pre-recessionary 

levels. According to the  CBI (2011) , the number of part-time workers was 5 per cent higher after 

the recession. 

 The unease in the economy post-recession is reflected in official statistics, which indicate that 

temporary and casual forms of employment have increased steadily in the aftermath of the reces-

sion. By the three months ending December 2014 more than 1.7 million employees in the UK 

were employed in some form of temporary work (agency working, fixed term contract, casual 

work or other form of non-permanent employment), an increase of more than 300,000 since the 

start of the recession in 2008. The proportion of the overall workforce employed in some form 

of temporary work also increased from 5.5 per cent in 2008 to 6.5 per cent in 2014 ( ONS, 2015b ). 

In work focused on the casualisation of employment, the  TUC (2015)  expresses concern that 

while atypical employment still represents a minority of overall employment, the labour market 

is moving towards one that is characterised by more low-paid, less secure and more exploitative 

Changing forms of employment 
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forms of employment. The growth in precarious work is epitomised by the well-publicised 

increase in the use of zero-hours contracts. Much media attention has been directed at exploring 

the ethics of such contracts, and the employment practices at a number of high profile companies 

such as Sports Direct, Amazon and ASOS have come under close scrutiny. Key debates centre on 

whether people deliberately and freely choose zero-hours contracts and other atypical forms of 

employment or whether they are forced to settle for this type of work as it is the only work they 

can secure. Similarly, it is not clear what proportion of people in part-time jobs are working 

part-time because they cannot find a full-time job; the phenomenon technically referred to as 

 underemployment.   

  Labour market outcomes: The quality of employment 

 In this section of the chapter, we examine how changes in the labour market have affected the 

quality of the employment experience. How should we assess the quality of jobs? What indices 

should we use? Traditionally, economists have used pay as the measure of job quality. Other social 

scientists have stressed the level of skill as a key measure on the grounds that skilled work pro-

vides workers with not only better pay but also more variety, personal autonomy and involve-

ment, and ultimately more control over their effort. We have seen that there has been an overall 

trend towards increased skill requirements in jobs, so on the face of things at least it seems 

plausible that the quality of jobs available in the labour market has, on balance, improved. How-

ever, recent research has uncovered unexpected disjunctures between skill and other measures of 

job quality, such as employment security and the ability to control one’s level of effort and to 

exercise control over how the job is done. In this section, we review evidence relating to these 

dimensions of job quality to assess whether recent changes in the demand for labour have 

improved or negatively impacted the quality of employment experience in the UK. 

  Job security 

 Job security is generally regarded as an important factor determining job quality. Employment 

security has also been linked positively to skill level, with skilled workers enjoying greater job 

security than unskilled workers. Management-led organisational change during the 1980s and 

1990s led to a growing concern at what appeared to be an increase in employment insecurity. It 

was argued widely in the press and by some academics that organisational restructuring and 

associated changes in patterns of labour demand were creating a new era of insecurity for work-

ers, who were faced with higher risks of job loss and increased costs of job loss, leading to a 

subjective sense of employment insecurity. 

 The risk of job loss is affected by movements in the labour market, particularly changes in 

the rate of unemployment. The risk of job loss is greater when unemployment is rising than when 

it is constant or falling. However, during the 1990s, some observers argued that the risk of job 

loss was increasing independently of the level of unemployment; in other words, for any given 

level of unemployment, the risk of job loss was higher than it used to be. Proponents of this 

argument pointed to redundancy dismissals and the replacement of permanent, full-time jobs 

with part-time and temporary jobs among previously secure groups such as managerial and 

professional workers and public-sector workers, and some argued that these developments 

marked the end of internalised employment relationships that offered ‘jobs for life’ and clear 

career paths linked to length of service. Supporters of the insecurity thesis also argued that the 

costs of job loss had risen, because the level of social security payments (benefits floor) had fallen 

relative to average wages and workers who had lost permanent full-time jobs were less able than 

previously to find equivalent replacements because of the trend away from full-time, permanent 

jobs to part-time and temporary jobs. They also argued that these developments generated 

heightened feelings of insecurity among workers.  

Labour market outcomes: The quality of employment 
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The empirical evidence showed that there was no step increase in employment insecurity during 

the 1990s. While there was a slight increase in the proportion of workers in jobs lasting less than 

one year between 1991 and 1998, there was also an increase in the proportion of people employed 

in long-term jobs, that is, those lasting 10 years or more (Sparrow and Cooper, 2003: 77). Neither 

was there a long-term increase in people’s feelings of employment insecurity. The ‘employment 

insecurity debate’ subsided as quickly as it had arisen, figuring less and less in public discussion 

as we moved into the new millennium.

With the dawn of the credit crunch and the ensuing recession in the late 2000s, the state of 

job security in the labour market fell under the microscope once again. It is inevitable perhaps 

that, throughout periods of rising unemployment, workers in employment will feel more insecure 

as the chance of losing their job increases and the likelihood of finding another lessens. WERS 

2011 (van Wanrooy et al., 2013: 9) does indeed show that workers were feeling more insecure 

than at the time of the previous survey in 2004 (see Table 4.6).

As Table 4.6 shows, employees who had experienced change as a result of the recession were 

less likely to agree that their job was secure. Overell et al. (2010: 5), however, find that, although 

feelings of job insecurity will be heightened as a result of a recession, there is a paucity of evi-

dence to support the notion that disposable, casual and hence insecure forms of employment are 

displacing the ‘proper job’ in the long run. They confirm that more than 80 per cent of jobs have 

permanent contracts, and, while full-time employment might have fallen and part-time employ-

ment increased, the overwhelming majority of UK employees continue to be employed on a 

full-time basis.

Strongly agree or 
agree

Neither agree nor 
disagree

Strongly disagree or 
disagree

‘I feel my job is secure in this workplace’

2004 67 18 15

2011 60 21 18

Number of changes as a result of recession

None 72 18 10

1 60 23 17

2 50 24 26

3 45 24 32

4 or more 32 25 43

Source: van Wanrooy et al. (2013: 9).

Table 4.6  Perceptions of job security (%).

Explore ● Discuss with fellow students your perceptions of your own job security or insecurity generally 
in the current economic climate.

● What factors influence your assessment?

● To what extent do you think the UK’s decision to leave the EU has impacted employees’ percep-
tions of their job security?

● Consider whether Brexit will make jobs in the UK more, or less, secure.
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Worker discretion and autonomy

Worker discretion and autonomy are usually associated with skill. In fact, the skill content of a 

job is partly defined in terms of the extent to which workers are required to exercise their own 

judgement in deciding how the job should be done, the other elements being task complexity 

and variety. The fewer the prescribed instructions to workers and the greater the number of deci-

sions that workers have to make in the course of the job, the more skilled it is considered to be. 

We have already seen that changes in the demand for labour have led to an increase in the average 

skill requirements of jobs. But does this mean that workers are enjoying increasing influence and 

control over how they work?

On the contrary, various studies have cast doubt on how far the upskilling of jobs has been 

accompanied by increased discretion and control for workers – see Ramsay et al. (1991) for a 

discussion of the increased supervision of white collar workers in local government, Dent’s (1991) 

study of bureaucratic controls affecting teachers and academics and Gallie et al. (1998) for an 

assessment of skilled workers subject to increased supervision when working with new technol-

ogy. National survey data also show that the overall increase in skill levels has not been accom-

panied by increased worker discretion; if anything, the reverse has occurred (Green, 2006: 105). 

Overell et al. (2010: 6) persist, arguing that there has been insufficient recognition of the ‘collapse 

of autonomy’. Using skills survey data, they find that workers’ level of influence over the order, 

pace and nature of job tasks is much lower than it was 20 years ago. The proportion of respond-

ents reporting a great deal of influence over how they did a task declined from 56.9 per cent in 

1992 to 42.7 per cent in 2006, while the proportion of those with a great deal of personal control 

over work effort has reduced from 70.7 per cent to 52.5 per cent. This fall in autonomy is reported 

to affect all occupational groups.

So, rather than the shift in favour of more skilled jobs providing workers with greater control 

over their work, there has been a marked overall decline in discretion for all workers but particu-

larly among professionals, who are among the most highly skilled workers. The reasons for this 

probably include the effects of new technology, financial pressures in the public sector, the spread 

of subcontracting and the increased public accountability to which professions have been sub-

jected in the interests of improving public services such as health and education (e.g. the NHS 

Constitution for England). New technologies allow the implementation of routine processes and 

the closer monitoring (‘surveillance’) of individual workers. Professional workers are also con-

centrated in the public sector, where government-imposed austerity measures have encouraged 

closer managerial control of professional workers. At the same time, political pressure to reform 

and improve public services has involved criticisms of established standards and practices among 

professional groups that have led to managerial interventions to limit professional autonomy. 

The junior doctors’ dispute in 2016 is a prime example of a tussle between the NHS on the one 

hand, which wishes to improve weekend and out-of-hours care, and junior doctors on the other, 

who claim that weekend and round-the-clock care is already established practice. The dispute 

has been acrimonious and, although a deal is now ‘on the table’, at various points in the long-

running dispute a new employer-imposed contract has been a distinct possibility.

Explore ● The NHS Constitution for England cited in the segment above is but one intervention that has 
affected the working lives of public sector professional workers, can you think of others?

● Carry out some preliminary research on the TEF (Teaching Excellence Framework) and the REF 
(Research Excellence Framework), initiatives to measure the teaching quality and research 
outcomes respectively in UK higher education institutions. Consider how these frameworks 
might impact the working lives of lecturers and researchers in universities.
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Effort and work pressure

Since the 1980s, many have argued that work pressure has been increasing on two fronts in the 

UK. First, managers have been putting workers (and each other) under increasing pressure to 

work long hours. The prevalence of the ‘long-hours culture’ in the UK is indicated by the fact 

that average working hours are higher in the UK than elsewhere in the European Union (EU). 

The British government has been accused of supporting a long-hours culture by seeking to limit 

the effect of the EU Working Time Directive in the UK. Second, since the mid-1980s, analysts 

have argued that work is being intensified; in other words, workers are being made to work harder 

during their working hours.

There is a widespread belief that work is encroaching on other aspects of workers’ lives, 

restricting the time available for non-work activities and consequently subjecting people to 

increased time pressures. This has fuelled recent discussion of ‘work–life balance’ (see the fol-

lowing section). Statistical evidence, however, shows that there has not been a major upward 

trend in average hours worked in the UK. On the contrary, ONS data (2015c) show that over the 

long term the mean average number of hours paid per week for full-time employees has decreased 

from 40.0 in 1997 to 39.1 in 2015. This decrease is particularly notable for men, while women’s 

hours have remained stable at around 37.5 per week in full-time work. For men, there was a sharp 

dip between 2008 and 2009, from 40.7 to 40.1, and hours paid have since remained largely stable, 

not reverting to the levels seen prior to the recession. Looking at the components of hours paid, 

there is a long-term decrease in overtime, particularly for men, although this has levelled off in 

recent years. What have increased, however, are the working hours per household as the propor-

tion of households where all the adults are working has grown. The growing proportion of 

women with dependent children who are in work has been a major influence here. According to 

Green (2006), it is the increase in the total hours worked per household rather than an increase 

in hours worked per worker that has made it more difficult to balance work and non-work activi-

ties and put people under pressure of time.

The other contributory factor to pressures at work is the intensity of the work itself and the 

amount of work conducted within the hours worked. While we have established that people are 

not, on the whole, working longer than they were in previous decades, there is evidence that work 

is harder, requiring people to apply higher levels of ‘intensive effort’, in other words, more mental 

or physical effort.

Having to work hard can be challenging and stressful, though, for some, it can prove invigorat-

ing, pleasurable and financially fulfilling. Felstead et al. (2012) assert that intensified forms of 

work were a feature of the early 1990s after which work effort requirements appeared to level 

off. In their latest work, drawing on the Skills and Employment Survey 2012, they report that 

work intensification has resumed in Britain since 2006. Both the speed of work has increased and 

the pressure to work to tight deadlines has reached a record high. They argue that women have 

borne the brunt of work intensification, with women in full-time work experiencing the sharpest 

rises in work intensity since 2006. Likewise, tougher workloads were reported by 32 per cent of 

full-time employees and 19 per cent of part-time employees responding to the 2011 WERS (van 

Wanrooy et al., 2013). In this study, incidences of reported workload intensification were felt by 

more managerial employees (39 per cent) than non-managerial staff (27 per cent). Further, there 

was a 6 per cent increase between 2004 and 2011 in the percentage of employees who strongly 

agreed with the statement ‘My job requires that I work very hard’.

Felstead et al. (2012) link work intensification with the effort-biased nature of technological 

change, which enables management to exercise closer control over workers’ effort. A clear exam-

ple of this is the automated call distribution technology that is used in call centres. This ensures 

that call centre operators receive a continuous stream of incoming and outgoing calls, setting the 

pace of work in a similar way to the assembly line of an automated manufacturing plant. Another 

factor contributing to work intensification may be change in the labour market environment, 

particularly the decline of collective bargaining. This has given employers greater freedom to 

introduce certain HRM practices aimed at stimulating effort either directly, through, for 



LABOUR MARKET OUTCOMES: THE QUALITY OF EMPLOYMENT        137

example, performance-related pay and other new pay systems, or indirectly, as a side-effect of 

other HR outcomes such as organisational commitment and employee engagement (Green, 

2006).

Interestingly, there is also a growing body of evidence that part-time workers and those engag-

ing in other forms of flexible working are experiencing work intensification. Walsh (2007) found 

that, while employees in her study liked part-time work, there was evidence that fragmented work 

schedules, mandated overtime and difficulties in taking time off work at times to suit the 

employee created tensions in both the work and the family sphere. Kelliher and Anderson (2010) 

also present findings to show that employees who work from home for part of the week and 

employees working reduced hours experience work intensification. Kelliher and Anderson (2010) 

report that flexible workers can be exposed to three different forms of intensification:

● Imposed intensification – for example, when a full-time member of staff elects to reduce his/

her hours, but their workload is not reduced accordingly. Such circumstances could result in 

increased ‘extensive’ effort, working at times when they are not scheduled to work and/or 

increased ‘intensive’ effort while working (working harder during hours of work).

● Enabled intensification – where the form of work organisation makes it easier for people to 

work harder, for example, working from home incurs fewer distractions and negates travel 

time and so permits more time to work.

● Reciprocal or exchange induced intensification – where the ability to take advantage of flexible 

working options may engender a reaction in employees, which results in them expending 

greater discretionary effort.

Despite WERS evidence of employees working harder (van Wanrooy et al., 2013: 40), the propor-

tion of employees who were very satisfied or satisfied with all aspects of their job, except job 

security, rose between 2004 and 2011. Similarly, few of the respondents in Kelliher and Anderson’s 

study of work intensification in flexible forms of work objected or cited negative outcomes of 

intensification.

Responses to work pressure: The quest for ‘work–life balance’

Work–life balance is a broad issue concerning how to mediate the conflicting demands of cor-

porate profitability on the one hand and the concerns of workers who are under work pressure 

and life strain on the other.

Work–life balance is not an easily defined term. The word ‘balance’ suggests the search for 

equilibrium between work and life; a settled point perhaps at which work and the rest of life’s 

activities can comfortably reside side by side. Noon et al. (2013) suggest that work–life balance 

is about individuals being able to run their working lives and non-work lives without pressure 

from one sphere detracting from the other. Part of the problem associated with the notion of 

striking a balance or equilibrium, however, is that, for many, work and non-work aspects of life 

are increasingly inextricably entwined and overlapped; propelled by the accessibility of tablets 

and smart phones, we can work in a number of locations and be available instantly, at least in a 

virtual sense! Employee efforts to make individual and household adjustments to help bring 

about a better work–life balance are valuable in combating work–life conflict, but these endeav-

ours are shaped by action at community, organisational and societal levels (see Figure 4.1).

Explore Think about your own workplace.

● What systems and technologies are in place to regulate your effort?

● Have you noticed an increase or decrease in the intensity of your work over time?

● Why do you think employees report job satisfaction despite recognising intensification?
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Organisational responses to work–life balance

There are arguably strong business reasons why employers should offer arrangements to employ-

ees to help achieve a better integration of work and non-work aspects of their lives. Clutterbuck 

(2004) suggests that creating an enabling culture in which employees can amend and re-apportion 

the time and attention they pay to work to meet their particular needs and circumstances can be 

a source of sustainable competitive advantage. More specifically, Edwards and Wajcman (2005) 

refer to international survey evidence to show that graduates care more about work–life balance 

than pay when they are selecting an employer, the implication being that employers who attend 

to the work–life balance needs of their employees are more likely to be employers of choice in 

the competitive graduate market. However, finding the right blend of organisational interven-

tions to help individuals is complex; work–life balance is a movable target in the sense that dif-

ferent people have different ideas of what constitutes a satisfactory work–life balance. In practice, 

employers’ responses to work–life balance have been mixed. According to WERS 2011 (van 

Wanrooy et al., 2013), most managers (76 per cent) strongly agree or agree that it is up to indi-

vidual employees to balance their work and family responsibilities. Managers in private-sector 

organisations are more likely than those in the public sector to take this view. In line with these 

findings, there was no reported general increase in employers’ provision of flexible working 

practices to help employees achieve a better work–life balance.

Figure 4.1  Levels of response to work–life balance pressures.
Source: Noon and Blyton (2013: 35 4).

Individual responses

(e.g. part-time working, downshifting,

scheduling childbearing more carefully,

reduced family size, seeking work

nearer home)

Community responses

(e.g. after school care, holiday clubs,

day care centres)

Organisational responses

(e.g. childcare assistant, flexible working

provisions, career breaks, leave provision)

Social/governmental responses

(e.g. regulations on maternity/paternity leave,

time o� for dependents, right to request flexible working)

Explore ● Are you content with your work–life balance?

● What could you conceivably do to improve your work–life balance?

● How do governmental/social, organisational and community responses to work–life balance 
pressures (as detailed in Figure 4.1) help or hinder you in your ability to improve your work–life 
balance?
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Trends in the provision and take-up of work–life balance 
initiatives

The Fourth Work–Life Balance Employee Survey (Tipping et al., 2012) follows a series of surveys 

first embarked upon in 2000, to track trends in work–life balance provision. The survey provides 

the following summary remarks from the survey conducted in early 2011:

● The majority of  employees were satisfied with their hours and current working 

arrangements.

● Levels of awareness of the right to request flexible working were high: 75 per cent of all 

employees, 73 per cent of employees with non-childcare/caring responsibilities and 79 per cent 

of parents were aware of the right, rising to 82 per cent for parents of young children.

● Flexitime, working from home and part-time working were the forms of flexible working most 

commonly taken up by employees.

● The views of employees regarding flexible working were generally positive. The vast majority 

of employees agreed that having more choice in working arrangements improves morale (90 

per cent), although over one-third (35 per cent) thought that people who work flexibly create 

more work for others.

● The availability of flexible working was important for just over two in five employees (41 per 

cent) when they made their decision to work for their current employer. Those with flexible 

working arrangements were more likely to work long hours, suggesting that such practices 

facilitate greater labour market involvement.

The survey is extremely rich in detail and reveals perceptions of the availability of a host of dif-

ferent forms of flexible working by employee and employer characteristics. It is beyond the scope 

of this chapter to extract and discuss these findings. Suffice to say that gender, age, occupation/

occupational status and qualifications are among the factors influencing the reported provision 

of forms of flexible working available to employees. The findings from employees would suggest 

that employers’ propensity to offer flexible working arrangements is driven by a number of fac-

tors, including but not limited to sector, mode of production/nature of operations, the gendered 

composition of the workforce, workplace size and unionisation.

The Fourth Work-Life Balance Employer Survey (2013) published by the Department for Busi-

ness, Innovation and Skills in December 2014 (BIS, 2014) works in concert with the Work-Life 

Balance Employee Survey to consider work–life balance from an employer perspective. Launched 

in 2000 with a baseline survey, the second survey (WLB2) followed in 2003 and the third (WLB3) 

in 2007. The latest survey finds that in the last six years, since WLB3, there have been no great 

increases in either the availability or the take-up of flexible working practices. The explanation 

offered is that flexible working is now much more established, with nearly all workplaces (97 per 

cent) having at least one form of flexible working available. Legislation has also moved in a posi-

tive direction by extending the right to request flexible working to all employees with 16 weeks’ 

continuous service. The findings indicate that, compared with previous surveys, employers are 

more positive about the impact flexible working can have on the workforce and human resource 

issues such as retention, employee motivation, ability to recruit and levels of commitment. There 

continues to be a strong link between positive views of flexible working and the number of flex-

ible working policies offered by the employer. The direction of the causal link is, however, dif-

ficult to determine. It is also evident from the survey that the availability of different forms of 

Explore Think of the organisation you work for now or an organisation you have worked for in the past. 
What support is provided to help employees achieve a better work–life balance? Why do you 
think the organisation takes the stance it does on work–life balance?
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flexible working varies from sector to sector and in different types of workplace. Take-up levels 

and patterns also differ. 

 It is conjectured that progress in addressing work–life balance issues will continue to be une-

ven given the trend towards smaller workplaces combined with limited trade union presence in 

much of the private sector, at least. Moreover, even in those organisations where opportunities 

for flexible working are offered, barriers to their take-up by employees can prevail: ‘[O]rganisa-

tions need not only to have policies for work–life balance in place, but also an underlying culture 

that supports employees who use flexible working options’ ( Noon  et al.,  2013 : 357). Potential 

obstacles to take-up include the irreducible nature of work tasks in many cases, possible damage 

to career prospects resulting from taking flexible work options and, for low earners, loss of earn-

ings resulting from some options.   

  Concluding comments 

 The evidence discussed in this chapter suggests that, despite the widespread rhetoric of high 

commitment and high involvement and the tendency among advocates and practitioners of HRM 

to present the employment relationship in terms of mutual consent, it continues to be character-

ised by conflicts of interest. Currently these centre on hours of work, work intensity, lack of 

discretion and control over how work is performed, and structured inequalities in the labour 

market. 

 The main labour market developments from 1997 to just before the recession in 2008 were 

sustained growth of employment accompanied by increasing inequality in the distribution of 

pay as a result of the polarised nature of employment growth. This trend appears to have been 

revitalised in recent years as the economy has come back from recession. While the general eco-

nomic picture and outlook has improved since the last edition of this textbook was published in 

2014, long-standing patterns of inequality and disadvantage remain. Gendered patterns of time 

segregation, occupational segregation and vertical segregation remain; many women are still 

concentrated in occupations and industries where rates of pay are low and working conditions 

are poor. While the overall pay gap between women and men has narrowed, it is the minority of 

women who are working full-time in higher-paid occupations who have benefited. This group 

has also benefited most from improvements in statutory maternity leave and pay provisions, 

which assist them in returning to their jobs after childbirth. The pay gap for the majority of 

working women, who are in part-time jobs, is still considerable, reflecting the poor quality of 

employment available on a part-time basis. Established patterns of labour market inequalities 

also persist  between  different ethnic minority groups,  within  ethnic minority groups and between 

workers from an ethnic minority background and white British workers. 

 These features of the contemporary labour market suggest that there are serious long-term 

issues to face. First, it is clear that there has been a mismatch between, on the one hand, the way 

managers are organising work and designing jobs and, on the other, how workers’ job aspira-

tions, qualifications, skills and competences are developing. Widespread job dissatisfaction and 

disillusionment with future job prospects is a risk that stands to weaken employees’ commitment 

to their employers and erode the goodwill that is necessary for cooperative relationships to 

develop and thrive in the workplace. Recent attention to work–life balance issues may go some 

way to addressing these issues, but underlying issues stemming from the polarisation of the type 

of work available are likely to lead to an undesirable proportion of people trapped in jobs for 

which they are likely over-qualified, and in which they consequently find insufficient 

fulfilment. 

 Second, discrimination against ethnic minorities, women and older workers represents a waste 

of human resources talent and leads to the under-utilisation of the skills possessed by these 

groups. However, as we have seen, employers individually may derive some benefits from the 

presence of disadvantaged groups in the economy; these groups have very little power in the 

Concluding comments 
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labour market and are vulnerable to exploitation because of the lack of alternative, better quality 

job opportunities. To help protect these groups there is a case for stronger ‘active’ state interven-

tion directed at combating unfair discrimination in the labour market.

Summary

● Labour markets are often seen as arenas of competition in which forces of supply and demand 

determine wage and employment levels. In reality, however, there are limits to competition in 

labour markets.

● Employers have some freedom to make a strategic choice between internalising or externalis-

ing the employment relationship. Their choices are influenced, although not entirely deter-

mined, by the nature of their labour requirements and by features of the labour market 

context in which they operate.

● The aggregate supply of labour – the size of the workforce – is determined by demographic 

factors such as the size and age structure of the population and by social factors, policy direc-

tion and a range of political factors that influence the participation rate of different socio-

economic groups within the population. In the UK, differential participation rates can be 

observed between men and women of different age groups and different ethnic groups. The 

interplay of social factors such as age, gender, ethnicity, disability and class affects the employ-

ment rates of people in ways that are complex and difficult to unravel.

● Aggregate labour demand consists of total employment plus unfilled vacancies. The demand 

for labour is derived from the demand for goods and services. In conditions of low unemploy-

ment – tight labour markets – employers have to compete more actively to attract and retain 

workers. When labour markets are ‘loose’, labour is in plentiful supply and the cost of labour 

is consequently driven down.

● The demand for labour comprises jobs of varying quality. Unfair discrimination operating 

within labour markets often means that women and ethnic minorities are disadvantaged in 

terms of access to good jobs.

● There has been a long-term change in labour demand away from manufacturing to services. 

This has been an important force driving the long-term growth of part-time employment and 

women’s employment. While this has boosted the employment rates of women, the quality 

of jobs on offer is invariably poor, offering poor pay and poor prospects for promotion.

● Since the 1980s, there has been a shift in the occupational structure of labour demand mainly 

towards highly skilled occupations but also leading to the growth of some low-skilled occupa-

tions. There has been a relative decline in intermediate occupations. Some refer to this as the 

‘hollowing’ out of the occupational structure to create an hourglass economy.

● Contrary to what might have been predicted from the overall trend towards more highly skilled 

work, the quality of jobs has deteriorated in terms of work intensification and worker auton-

omy, although not (up until recently) in terms of job stability. The demand for better work–life 

balance is a recent response to growing work pressure and most employers appear now to be 

recognising the business case for offering work–life balance provisions.

Questions

1 Explain why gendered occupational segregation, time segregation and vertical segregation 

persist in the UK in the twenty-first century.

2 Explain why rates of labour market participation vary between ethnic minority groups and 

within groups.
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3 How has the structure of demand for labour changed over the last three decades or so?

4 Why have levels of job intensity increased in recent years?

5 Who have been the main beneficiaries of changes in the labour market since the 1980s and 

who have been the main losers?

Case study
Companies struggle to fill quarter of skilled jobs vacancies

Britain’s companies say it has become harder to find skilled 
workers than at any other time in a decade. About 209,000 
job vacancies – or one in every four – are proving hard to fill 
because of a shortage of candidates with the right skills. This 
is the highest proportion since 2005, according to a biennial 
survey of about 90,000 companies.

The survey by the UK Commission for Employment and 
Skills, a government quango, shows the proportion of ‘skill 
shortage vacancies’ has increased steadily from a low of 
15 per cent of total vacancies in 2011. Skill shortages have 
increased as the economy has recovered after the financial 
crisis and unemployment has dropped. Joblessness is now 
just 5.1 per cent, the lowest since 2006, which means there 
is a smaller pool of available workers that employers can tap.

The shortage is most acute in the electricity, gas, water, 
construction, transport and manufacturing sectors. Lesley 
Giles, deputy director of the UKCES, said the survey showed 
Britain needed to boost the skill level of its workforce to 
make meaningful improvements to productivity, which has 
languished since the crisis.

Adam Marshall, policy director at the British Chambers 
of Commerce, said the shortage of skilled workers was ‘pre-
venting businesses from reaching their full potential and 
hurting productivity’.

The government has criticised employers for not doing 
enough to train workers. Last year it announced a levy on 
all large employers to pay for 3m apprenticeships by 2020. 
However, employers fear the government will prioritise 
quantity over quality in pursuit of this target.

Mr Marshall also seized on the survey to criticise a pro-
posal from the Migration Advisory Committee to charge 
employers who hire from abroad. ‘Now is not the time to 
introduce an Immigrant Skills Charge,’ he said. ‘Businesses 
are currently experiencing acute skills shortages and we 
shouldn’t further handicap them by increasing the cost of 
recruiting the talent they need.’

The Bank of England’s Monetary Policy Committee, 
which sets interest rates, is likely to pay close attention to 

the survey. They are looking for signs of inflationary pres-
sure, and skill shortages are usually an early indicator 
because they prompt employers to compete for scarce 
workers by offering higher salaries. However, average wage 
growth has been slowing rather than accelerating. This 
could be because the shortage is limited to specific types 
of workers in specific sectors, said David Page, an econo-
mist at Axa Investment Managers. There is evidence that 
pay is shooting up for some sorts of workers such as brick-
layers, but these instances might be too isolated to affect 
average wages overall. Alternatively, Mr Page said wages 
could be weak because employees do not feel secure 
enough to ‘shop around and cash in on’ their scarcity value.

Some economists were sceptical that skill shortages were 
a growing problem at all. Mark Beatson, chief economist at 
the Chartered Institute of Personnel and Development, said 
there was ‘quite a bit of hype and special pleading’ from 
businesses over the issue. ‘To a certain extent, skill shortages 
will always be with us, no matter how much money is 
pumped into the system to boost supply’, he said. ‘If you 
look at the types of jobs on this skill shortage list, they’re not 
very different from what they were 10 years ago’. (Sarah 
O’Connor and Employment Correspondent.

Source: FT.com, 28 January 2016; copyright © The Financial Times  
Limited 2016).

Questions

1 Why do you think the skills shortages referred to in the 
case are reportedly most acute in the electricity, gas, 
water, construction, transport and manufacturing 
sectors?

2 To what extent do you think it is fair for the government 
to criticise employers for not doing enough to train 
workers and so lay some of the blame for skills shortages 
at their door?

3 Do you genuinely think there is a skills shortage in the 
UK? What evidence do you have to support your views?

http://FT.com
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CHAPTER 5
TALENT MANAGEMENT
JULIE BEARDWELL

Objectives

● To define talent and talent management.

● To consider ways of identifying talent to meet organisational requirements.

● To identify the contribution of recruitment and selection to talent 
management.

● To investigate initiatives designed to enhance employee retention.

● To identify the contribution of employee development activities, succession 
planning and career management to talent management.



 In the UK, the Royal Airforce Acrobatic Team, the Red 
Arrows, is one of the world’s premier aerobatic display 
teams. Representing the speed, agility and precision of the 
RAF, the team is the public face of the service and assists in 
recruiting to the Armed Forces. Red Arrows pilots are among 
the most highly qualified and experienced within the RAF: 
all have above-average flying skills and are proficient at for-
mation flying before being selected for the team. 

 Each year the RAF asks for volunteers from suitably 
qualified pilots. There are always more volunteers than 
places available so a paper pre-selection board reduces the 
number to about nine. These pilots are then attached to the 
Red Arrows for a week to undertake a flying test, meet the 
present team, fly in the back seat during display practices 

and be interviewed. Meeting the high flying standard is the 
first consideration, but, once this has been achieved, pilots 
are chosen for their personal qualities. The current pilots 
make their choices at a closed meeting chaired by the team 
leader. 

  Normally each of the display pilots stays with the team for 

a three-year tour of duty. The reason for this is that by 

changing three pilots each year the expertise level within 

the team is optimised: three first-year pilots, three second-

year pilots and three in their final year. On completion of 

their tour of duty, pilots return to the ‘front-line’ squad-

rons to resume their mainstream career. ( www.raf.mod.

uk/reds )    

  Case study 
 Talent management in the Red Arrows 
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     Introduction 

 The preoccupation with talent that has emerged in recent years shows no signs of abating. There 

continues to be an abundance of TV shows that are based on a competitive elimination process 

to identify the most ‘talented’ individual in a variety of fields. This interest in searching for and 

identifying talented individuals is not restricted to the media. Attracting and retaining talented 

individuals are important issues in the workplace, and talent management is a top priority for 

many organisations. A global study of human resource (HR) leaders shows that talent manage-

ment is  the  most critical issue facing HR departments worldwide. The study, conducted by the 

Boston Consulting Group and the World Federation of Personnel Management Associations 

(WFPMA), involved an online survey of nearly 5,000 executives and over 200 in-depth interviews, 

and the results reveal that talent management was at the top, or near the top, of executive agendas 

in almost all of the 83 countries surveyed ( Phillips, 2008 ). These findings pre-date the recession, 

but recent surveys undertaken by the Chartered Institute of Personnel and Development ( CIPD, 

2015a : 4) found that talent management is a top priority for half of CEOs ( CIPD, 2015a ) and 

nearly three-fifths of employers deploy talent management in their organisations ( CIPD, 2015b ). 

 But what do we mean by talent management? The term was first coined by the McKinsey 

Group in the late 1990s when they warned that a ‘war for talent’ was imminent due to a predicted 

shortage of people with leadership potential. Since then, use of the term has become increasingly 

common, but its meaning still remains somewhat elusive and open to a number of different 

interpretations. This chapter will therefore begin by defining the terms ‘talent’ and ‘talent man-

agement’ before exploring the activities associated with talent management and their 

effectiveness.  

     Introduction 

http://www.raf.mod.uk/reds
http://www.raf.mod.uk/reds
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  Defining talent management 

 The  Compact Oxford English Dictionary  defines talent as ‘natural aptitude or skill’ and ‘people 

possessing such aptitude and skill’, so that talent can apply equally to specific skills and to the 

people who possess these skills. In the workplace context, talent can be defined as ‘those individu-

als who can make a difference to organisational performance, either through their immediate 

contribution or in the longer term by demonstrating the highest level of potential’ ( CIPD, 2006 : 3). 

Thus, talent can be used to refer to everyone, on the assumption that people all possess individual 

skills and abilities, or talent can be used in a more exclusive sense to refer only to those who can 

demonstrate high performance or potential. The initial McKinsey report focused on the recruit-

ment and retention of ‘A players’, the top-performing 20 per cent of managers ( Guthridge and 

Lawson, 2008 ), arguing that ‘managerial talent is not the only type of talent that companies need 

to be successful, but it is a critical one’ ( Michaels  et al.,  2001 ). Since then, consideration of talent 

has broadened to reflect recognition of the valuable contribution of ‘B players’, that is, the capa-

ble, steady performers that make up the majority of the workforce ( Guthridge and Lawson, 

2008 ). A third interpretation suggests that the focus of any talent management activity should 

be on the key positions that are important to fill in any organisation ( CIPD, 2006 ). Thus, talent 

can be used in an exclusive sense, to refer to a select group of high-flyers; in an inclusive sense, 

to refer to all employees; or in a hybrid sense, to refer to key workers or roles that are critical to 

organisational success and that may be at different levels of the organisation. 

 A critical review of the literature ( Lewis and Heckman, 2006 : 140–41) identifies three distinct 

perspectives on talent management:   

   ●   Talent management as HR management.     Talent management is seen to encompass typical 

HR practices, functions, activities or specialist areas, such as recruitment, selection, develop-

ment, and career and succession management. From this perspective, the emphasis is on HR 

doing what it has always done but ‘doing it faster (via the internet or outsourcing) or across 

the enterprise rather than within a department or function’ ( Lewis and Heckman, 2006 : 140).  

  ●   Talent management as HR planning.     Talent management is viewed primarily as a set of pro-

cesses designed to ensure an adequate flow of employees into jobs throughout the organisa-

tion. Here, the focus is on projecting staffing needs and ensuring an adequate and appropriate 

talent pipeline.  

  ●   Talent management as a general good.     This third perspective focuses on talent generically, 

without considering organisational boundaries or specific positions. Two different approaches 

emerge in this perspective: organisations that focus their attention on attracting, developing 

and retaining high-performing individuals (the exclusive approach identified earlier); and 

organisations that aim to manage everyone to better performance (the inclusive approach).    

 Research undertaken on behalf of the Corporate Research Forum ( Hirsh, 2012 : 23) found that 

at least half  of the respondents use talent management as a general set of human resource 

management (HRM) practices, while three-quarters operate around the second perspective with 

Defining talent management 

 Explore    ●   Think about a place where you have worked or an organisation with which you are familiar. 
How relevant are these perspectives to the approach used in that organisation?  

  ●   To what extent will the approach to talent management adopted by an organisation influence 
your decision about whether to apply for a job in future?   
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a focus on succession planning. Responses to the survey show two main aims for talent 

management: 

   ●   Echoing of long-established definitions of workforce planning – phrases like ‘the right people, 

in the right place at the right time’.  

  ●   Developing the workforce, either in its entirety or those with high or leadership potential – 

that is, building the talent pipeline.    

  Strategic talent management 

 Whichever perspective is applied, there is nothing particularly new about the individual activities 

that comprise talent management. In fact,  Lewis and Heckman (2006 : 141) suggest that the first 

two perspectives are little more than a rebranding of HR practices and workforce planning 

practices that does little to advance our understanding of ‘the strategic and effective management 

of talent’. Others, however, do suggest that talent management is a strategic process closely 

aligned with business strategy; for example,  Armstrong (2014 : 264) sees talent management as 

an integrated bundle of activities, ‘the aim of which is to secure the flow of talent in an organisa-

tion, bearing in mind that talent is a major corporate resource’.  CIPD (2015c : 1) defines talent 

management as ‘the systematic attraction, identification, development, engagement, retention 

and deployment of those individuals who are of particular value to an organisation, either in 

view of their “high potential” for the future or because they are fulfilling business/operation-

critical roles’. 

 The existence of a strategy can support the development of plans that are concerned with 

attracting sufficient high-quality external applicants and making effective use of the internal 

labour market through the retention, deployment and engagement of the existing workforce. 

These plans are based on predictions of demand, that is, the numbers of people and skills that 

the organisation will need in the future, and supply, that is, the availability of those people and 

skills already in the organisation and in the external labour market. Reconciliation of these 

plans can help organisations to determine the optimum balance between external and internal 

recruitment. Some organisations prefer to fill as many vacancies as possible with existing 

employees in order to motivate and develop people and retain critical skills. This approach 

requires considerable investment in training and development and the support of a performance 

management system with an emphasis on identifying potential and on securing commitment 

from employees. However, the internal recruitment pool is likely to be relatively small, so the 

potential downside of internal recruitment is that the organisation does not necessarily get the 

best person for the job. 

 An emphasis on external recruitment might help to bring new ideas and new styles of working 

into the organisation, but this approach may also reflect a short-term focus and an unwillingness 

or inability to invest in the existing workforce. Within the UK, the unwillingness may arise from 

a fear of engaging in costly development activities with staff, which could make them attractive 

to competitors. Alternatively, management may believe that future changes can pose problems in 

offering long-term employability or promotion, and do not want to raise unrealistic expectations 

among the workforce. At the same time, rapidly changing organisational requirements may mean 

that there is no time to develop the required competencies in-house. In practice, many organisa-

tions adopt a combination of both external and internal recruitment, depending on the positions 

to be filled and the skills available in-house.  Cappelli (2008)  argues that adopting a supply chain 

Strategic talent management 
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perspective and applying operations principles to talent management can help to address the risks 

associated with estimating demand and the uncertainty of supply. 

 A KPMG white paper, ‘Tune into Talent’ (2013: 3), suggests that, too often, organisations 

‘make plans for tomorrow based on people they have and the situation they are in today’ rather 

than taking ‘a cold, hard look at current processes and technologies – and being prepared to 

radically evolve them to meet the needs of the next generation of employees’. Empirical evidence 

appears to support the criticism that few organisations are adopting a strategic approach to tal-

ent management. Research studies (e.g.  Hills, 2012 ) have found that few organisations have 

developed a formal talent management strategy, and that those that have a strategy have experi-

enced difficulties in implementation. Survey data ( CIPD, 2015b : 21) found that talent manage-

ment activities were more likely to be aimed at developing high-potential employees (56 per cent) 

or growing senior managers (52 per cent) than ‘enabling the achievement of the organisation’s 

strategic goals, (27 per cent). However, whether talent management is a strategic or a reactive 

process, its key components are concerned with attracting, identifying, developing and retaining 

talented individuals. This chapter will explore each of these activities in turn, considering the 

different methods that organisations may use and the effectiveness of those different approaches.  

  Attracting talent 

 Attracting talent is primarily aimed at the external labour market and involves the use of recruit-

ment and selection techniques to identify the skills required and then to attract and choose the 

most suitable people to meet an organisation’s HR requirements. Recruitment and selection are 

integrated activities, and where recruitment stops and selection begins is a moot point ( Anderson, 

1994 ). Nevertheless, it is useful to try to differentiate between the two areas.  Whitehill (1991)  

describes the recruitment process as a positive one, ‘building a roster of potentially qualified 

applicants’, as opposed to the ‘negative’ process of selection. So a useful definition of recruitment 

is ‘searching for and obtaining potential job candidates in sufficient numbers and quality so that 

the organisation can select the most appropriate people to fill its job needs’ ( Dowling and Schuler, 

1990 : 51). Selection is concerned more with ‘predicting which candidates will make the most 

appropriate contribution to the organisation – now and in the future’ ( Hackett, 1991 : 49), but 

also affects the ability to attract suitable candidates, as applicants may be put off if the selection 

practices appear unfair or unprofessional. 

  External recruitment 

 The recruitment process involves identifying the skills and abilities required and then choosing 

the most effective recruitment methods to attract a pool of suitable candidates. When organisa-

tions choose to recruit externally rather than internally, the search takes place in local, regional, 

national and/or international labour markets, depending on numbers, skills, competencies and 

experiences required, the potential financial costs involved and the perceived benefits involved to 

the organisation concerned. External recruitment poses problems for many organisations: over 

three-quarters of respondents to the  CIPD (2015a )  Resourcing and Talent Planning Survey  report 

recruitment difficulties. The main reasons for recruitment difficulties vary with role but lack of 

specialist or technical skills is one of the main factors. A fifth of those who have difficulty recruit-

ing administrative or manual workers report pay as the main concern ( CIPD, 2015 : 12). 

Attracting talent 
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Respondents to the survey also report a variety of means to address these difficulties, including 

sponsorship of relevant professional qualifications, up-skilling existing employees for hard-to-fill 

positions and recruiting candidates from different sectors/industries.

Employer branding

Over the last decade, skills shortages and a tough economic environment have resulted in fierce 

competition between organisations to attract and retain talent. One response to these difficul-

ties has been to promote a strong employer brand that markets what the organisation has to 

offer potential and existing employees. Employer branding adopts similar techniques to those 

developed by marketeers to attract customers and maintain their loyalty, but in this case applies 

them to employees. Employer branding can therefore be defined as ‘[a] set of attributes and 

qualities – often intangible – that makes an organisation distinctive, promises a particular kind 

of employment experience, and appeals to those people who will thrive and perform best in its 

culture’ (CIPD, 2016: 1).

All organisations have an employer brand, regardless of whether they have consciously sought 

to develop one. This brand will be based on the way they are perceived as a ‘place to work’ by 

potential recruits, existing employees and leavers (CIPD, 2012d). Developing an employer brand 

involves creating a compelling employer image and convincing employees and prospective 

employees of its worth (Suff, 2006). A strong employer brand should therefore connect an organi-

sation’s values and its people management strategy and be intrinsically linked to a company 

brand (CIPD, 2012d). Employer branding also reflects recruitment and selection as a social pro-

cess, that is, recognising that it is not only the organisation that selects the applicant but also the 

applicant who selects the organisation (Nickson et al., 2008). In the recent CIPD survey (2015a: 

10) respondents were twice as likely to agree as disagree that it is an employees’ rather than an 

employers’ market at the moment.

Explore Think about an organisation where you would like to work in future.

● How would you describe its brand?

● What is it about this brand that appeals to you?

● How is this brand communicated to potential and existing employees?

Employer branding can be projected through a number of different channels (Sparrow and Otaye, 

2015: 3):

● primary – employee recommendations and reviews, corporate events, intranet and commu-

nication during the recruitment process;

● secondary – organisation’s career website, job search websites, advertising, social media pres-

ence and job fairs;

● tertiary – word of mouth.

Taylor (2014: 170) suggests that a positive employer brand can not only make the organisation 

more attractive to potential recruits but also reduce recruitment costs. Raising the organisation’s 

profile and increasing its reputation in the labour market mean that fewer advertisements need 
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to be placed to attract the candidates the organisation needs. In addition to being able to attract 

high-quality applicants, organisations also have to be able to keep them. A strong employer brand 

is frequently associated with being an ‘employer of choice’ and is seen as a key element of win-

ning the ‘war for talent’ (Williams, 2000: 31):

In essence, creating a winning environment consists of developing a high-achieving company 

with values and brand images of which employees can be proud. At the same time, their jobs 

should permit a high degree of freedom, give them a chance to leave a personal mark and 

inject a constant flow of adrenalin. Leadership, of course, should be used to enhance, enable 

and empower, rather than to inhibit, constrain or diminish.

However, not all commentators view employer branding in a positive light. Taylor (2014: 182) 

identifies two key criticisms contributing to significant debate about the concept. The first is 

based on the principle that this kind of marketing activity is essentially manipulative and serves 

the interests of employers at the expense of employees. To put it another way, employer branding 

is used to recruit and retain without increasing wages. In response, Taylor points out that pub-

lications on employer branding repeatedly state that ‘branding exercises that are dishonest in 

nature invariably fail’ (2014: 183). Furthermore, the growth of social media means that risks 

associated with the employee experience not matching that promised by the employer brand are 

greater than in the past. Employees can and do use social media to comment on their organisa-

tions and what it is like to work there. Frank Durrell, TMP Worldwide Head of Digital, com-

mented in a CIPD paper (CIPD, 2012e) that ‘social media can make or break the employer brand 

and encourage talent to come knocking or redirect it to the competition’. The second criticism 

views employer branding as merely another management fad that will soon run its course. How-

ever, there is little to indicate that the interest in employer branding is waning: on the contrary, 

86 per cent of respondents have made efforts to improve their employer brand over the same 

period (CIPD, 2015a: 10).

Key controversy

In the wake of recent corporate scandals, the extent to which the values espoused in employer branding truly reflect 
organisational culture can be questioned. Research undertaken by CIPD found that a third (34 per cent) of HR profes-
sionals and 29 per cent of business leaders said that they have to compromise their personal principles to meet current 
business needs (Lewis, 2015).

Whether or not an organisation actively engages in employer branding, the process of recruit-

ment involves identifying the types of applicant that the organisation wants in terms of skills, 

experience and attributes. Traditionally, this approach has been very job-focused, that is, identify-

ing the specific vacancy to be filled and then identifying the person who can best meet the job 

requirements. More recently, there has been a move towards being more people-focused, that is, 

identifying the key attitudes and behaviours that will make a valuable employee and then training 

to match specific job needs. This chapter now considers the advantages and disadvantages associ-

ated with both approaches.
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  Defining the talent required 

 The traditional approach to defining the type of people an organisation wants to attract involves 

writing a comprehensive job description of the job to be filled. This enables the recruiter to know 

exactly what the purpose, duties and responsibilities of the vacant position will be and its loca-

tion within the organisation structure. The next step involves drawing up a person specification 

that is based on the job description, and that identifies the personal characteristics required to 

perform the job adequately. Characteristics are usually described within a framework consisting 

of a number of broad headings. Two frequently cited frameworks are the seven-point plan 

( Rodger, 1952 ) and the fivefold grading system ( Munro Fraser, 1954 ), illustrated in  Table   5.1   . 

Both frameworks are dated now, and some headings can appear to be potentially discriminatory 

(e.g. physical make-up and circumstances). Nevertheless, they continue to form the basis of many 

person specifications in current use. It is common to differentiate between requirements that are 

essential to the job and those that are merely desirable.  

 Whatever exact format is used, the person specification can form the basis of the recruitment 

advertisement, it can help to determine the most effective selection methods and, if applied cor-

rectly, it can ensure that selection decisions are based on sound, justifiable criteria. However, the 

compilation of a person specification needs to be handled with care. Predetermined criteria can 

contribute to effective recruitment and selection only if full consideration has been given to the 

necessity and fairness of all the requirements. Preconceived or entrenched attitudes, prejudices 

and assumptions can lead, consciously or unconsciously, to requirements that are less job-related 

than aimed at meeting the assumed needs of customers, colleagues or the established culture of 

the organisation. Examples of this might include insistence on qualifications or experience that 

are not specifically required to undertake the role or sex role stereotyping. 

 The job-based approach to recruitment and selection can be inflexible in a number of ways. For 

example, the job description may fail to reflect potential changes in the key tasks, or the list of 

duties and responsibilities may be too constraining, especially where team-working is introduced. 

This concentration on a specific job and its place in a bureaucratic structure may be detrimental 

to the development of the skills and aptitudes needed for the long-term benefit of the organisation. 

In order to accommodate the need for greater flexibility and the desire to encourage working 

‘beyond contract’, many organisations have replaced traditional job descriptions with more generic 

and concise job profiles, consisting of a list of ‘bullet points’ or accountability statements. 

Defining the talent required 

 Rodger (1952)  Munro Fraser (1954) 

 Physical make-up – health, appearance, bearing and 
speech 

 Impact on others – physical make-up, appearance, speech and 
manner 

 Attainments – education, qualifications and experience  Acquired qualifications – education, vocational training and 
work experience 

 General intelligence – intellectual capacity   

 Special aptitudes – mechanical, manual dexterity and 
facility in use of words and figures 

 Innate abilities – quickness of comprehension and aptitude for 
learning 

 Interests – intellectual, practical, constructional, physically 
active, social and artistic 

 Motivation – individual goals, consistency and determination in 
following them up and success rate 

 Disposition – acceptability, influence over others, 
steadiness, dependability and self-reliance 

 Adjustment – emotional stability, ability to stand up to stress 
and ability to get on with people 

 Circumstances – any special demands of the job, such as 
ability to work unsocial hours and travel abroad 

  

 Source:  ACAS (1983) . 

 Table 5.1    Person specification frameworks 
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 The recognition that jobs can be subject to frequent change can also reduce the importance 

of the job description and increase the relative importance of getting the ‘right’ person. This 

approach has the potential for greater flexibility, as it enables organisations to focus less on the 

job itself  and more on an individual’s attitude to work and their adaptability. For example, 

research into call centre recruitment and selection found that a positive attitude was more impor-

tant in candidates than their ability to use a keyboard ( Callaghan and Thompson, 2002 ). 

 In a talent management approach, a combination of the job-oriented and the person-oriented 

approaches may be adopted in order to recruit people who can not only fill a specific vacancy but 

can also contribute to the wider business goals of the organisation. One way to achieve this is via 

the use of competencies. The term ‘competency’ can be interpreted in different ways but is gener-

ally used to refer to personal attributes of individuals, that is, ‘the behaviours that individuals must 

have, or must acquire, to perform effectively at work’ (CIPD, 2012f: 1). Competency-based recruit-

ment and selection involve the identification of a set of competencies that are seen as important 

across the organisation, such as planning and organising, managing relationships, gathering and 

analysing information and decision-making. Each competency can then be divided into a number 

of different levels, and these can be matched to the requirements of a particular job. 

 Feltham (in  Boam and Sparrow, 1992 ) argues that a competency-based approach can contrib-

ute to the effectiveness of recruitment and selection in three main ways: 

   ●   The process of competency analysis helps an organisation to identify what it needs from its 

human resources and to specify the part that selection and recruitment can play.  

  ●   The implementation of competency-based recruitment and selection systems results in a num-

ber of direct practical benefits.  

  ●   Where systems are linked to competencies, aspects of fairness, effectiveness and validity 

become amenable to evaluation. These competence frameworks can be used for more than 

just recruitment and selection.   

 However, competency frameworks can be difficult to apply in practice and therefore may not 

achieve the goals of the organisation. The main reasons for this are that managers do not see the 

benefit of the competency framework and are not trained adequately in its use; there are no clear 

links to what the business is aiming to achieve; and many frameworks are a mix of different 

concepts, which makes them unwieldy ( Whiddett and Hollyforde, 2007 ). 

 What a competency-based approach may discover is that recruitment is not always the answer. 

There are usually a variety of strategies for achieving a particular competency mix and no ‘right’ 

solutions. For example, if specialist skills are scarce, an organisation may choose to replace the 

skills with new technology, train existing staff, or hire specialist consultants when needed in 

preference to employment of permanent staff ( Feltham, 1992 ). When recruitment and selection 

are deemed appropriate, a competency-based approach achieves a visible set of agreed standards 

that can form the basis of systematic, fair and consistent decision-making. A recent variation is 

in the use of a ‘strengths-based’ approach to recruitment, which involves ‘identifying individuals’ 

strengths, such as roles they particularly enjoy or at which they excel, and then matching them 

to appropriate types of work, hence enhancing individual performance’ (CIPD, 2016: 1).  

  Recruitment methods 

 The choice of methods and media used to attract candidates can determine the numbers and 

quality of candidates and whether or not they decide to apply for the role. Organisations have a 

wide variety of methods to choose from, including the use of: 

   ●   the internet, including corporate websites and social media;  

  ●   advertising, including local and national press, specialist publications, radio and TV;  

  ●   informal personal contacts, such as word of mouth and speculative applications;  

Recruitment methods 
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● formal personal contacts, such as employee referral schemes, careers fairs and open days;

● noticeboards, accessible by current staff and/or the general public;

● external assistance, including job centres, careers services, employment agencies and 

‘head-hunters’;

● links with schools, colleges and universities.

Decisions about the most appropriate method (or methods, as many organisations will use more 

than one) are likely to be influenced by the level of the vacancy and its importance within the 

organisation. Other factors to be taken into account when choosing the most appropriate method 

include the resources available within the organisation (in terms of people and finance), the 

perceived target groups and the organisation’s stance on internal versus external recruitment. 

HRM literature emphasises the need to have well-developed internal labour market arrangements 

for promotion, training and career development, which would suggest that many openings can 

and should be filled internally (Beaumont, 1993). However, a number of organisations, particu-

larly those in the public sector, have policies that require the majority of posts to be advertised 

externally. Survey findings suggest that, although the majority of workplaces treat external and 

internal applicants equally, a fifth give preference to internal candidates and 1 in 10 prefer to 

recruit externally (Kersley et al., 2006).

Online recruitment

Over recent years, there has been a significant increase in use of technology to recruit candidates 

and the majority of respondents to the latest CIPD survey on recruitment (CIPD, 2015a: 14) have 

enhanced or developed their own corporate website. Online recruitment enables organisations 

to reduce the time and cost of recruitment and reach more potential applicants. Online recruit-

ment can be used in a number of ways:

● to advertise vacancies on corporate websites, job sites or social networking sites;

● to deal with applications, for example, email enquiries, emailed application forms or CVs, 

online application forms;

● to enhance employer brands;

● to create a personal relationship with the talent pool, for example, through the use of recruit-

ment blogs.

The impact of technology on the recruitment process can vary depending on whether online 

methods are used to supplement or replace more traditional approaches. For example, corporate 

and external websites can be used to advertise vacancies in addition to press adverts, while the 

handling of enquiries and applications via email can lead to a duplication of activity (electronic 

as well as paper-based systems) rather than a replacement of one system with another. Online 

recruitment can help to speed up the recruitment process and simplify administration, thus 

reducing costs. It can reinforce employer branding and provide more tailored information on the 

post and the organisation. This can enable organisations to include online questionnaires, video 

links and virtual workplace tours that can provide a ‘realistic job preview’. The information 

included in a realistic job preview should be important to most recruits, not widely known out-

side the organisation and related to the reasons why newcomers leave (Wanous, 2009). A realistic 

job preview can improve the ‘fit’ between employee and organisational expectations and reduce 

the numbers of employees who leave the organisation after a short time. A study of the 
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effectiveness of a realistic job preview for expatriate assignments in a multinational company 

(Caliguiri and Phillips, 2003) found that candidates who received a realistic job preview reported 

higher perceived ability to make an informed decision about whether to accept a global assign-

ment than those who did not. On the other hand, some excellent candidates may be deterred 

from applying if the preview draws too much attention to the potential drawbacks of the role. 

Taylor (2014) suggests that it may be wise to keep back some of the more negative aspects of the 

job for discussion at the selection interview.

The global, 24/7 coverage of online recruitment also helps to reach a wide pool of applicants 

and can provide a cost-effective means of building a talent pool for future vacancies. However, 

the downside is that online recruitment can lead to application overload or, conversely, restrict 

the applicant audience to those who search for jobs online and can make the process impersonal, 

which may be off-putting for some candidates. In response to this, an increasing number of 

organisations are using social networking sites to target potential employees.

Social networking

Research undertaken by CIPD (CIPD, 2013: 16) found that over half of organisations (54 per cent)  

use social media in recruitment but most do not have a dedicated strategy or fully understand 

how to maximise it. Frank Durrel, TMP Worldwide Head of Digital (CIPD, 2012: 8), suggests 

a number of ways that social media can be used in the recruitment process, from simply provid-

ing information to candidates to arguably more effective interaction and engagement with the 

target audience. For example, Jaguar Land Rover created a video and enabled graduates to 

personalise this with an image of themselves and then share it on social media. Interaction can 

also be used to identify the most suitable candidates: GCHQ launched a code-cracking campaign 

on social media and only those candidates who could crack the code were directed to the organi-

sation’s website to apply for the job in cyber-security.

Explore Visit the websites of a number of organisations that appeal to you as potential future employers. 
Compare and contrast the different uses of social media in recruitment. Which approaches seem 
to you to be most effective? Why?

Recruitment documentation

The response to applicants should indicate the overall image that the organisation wishes to 

project. Some organisations prepare a package of documents, which may include the job descrip-

tion, the person specification, information about the organisation, the equal opportunities policy, 

the rewards package available and possible future prospects. Some give candidates the opportu-

nity to discuss the position with an organisational representative on an informal basis. This 

allows the candidate to withdraw from the process with the minimum activity and cost to the 

organisation. Much relevant information can now be supplied online, thus improving access and 

reducing costs.
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 The design of application forms can vary considerably, but the traditional approach tends to 

concentrate on finding out about qualifications and work history, and usually includes a section 

in which candidates are encouraged to ‘sell’ their potential contribution to the organisation. A 

more recent development is the adoption of a competency-based focus, requiring candidates to 

answer a series of questions in which they describe how they have dealt with specific incidents 

such as solving a difficult problem or demonstrating leadership skills. Some organisations, par-

ticularly in the retail sector, include a short questionnaire in which applicants are asked to indi-

cate their preferred way of working. A variant on the traditional application form, ‘biodata’ may 

also be used. Forms consist of a number of questions that are partly factual (e.g. university 

attended) and partly about attitudes and values. The results are then compared against an ‘ideal’ 

profile, which has been compiled by identifying the competencies that differentiate between 

effective and non-effective job performance in existing employees. Biodata questionnaires are 

costly to develop and need to be designed separately for each job ( Taylor, 2014 : 210). There are 

also problems with potential discrimination and intrusion into privacy, depending on the infor-

mation that is sought.  Taylor (2014 : 211) suggests that the apparently arbitrary nature of making 

selection decisions on the basis of questions such as university attended or preferred holiday 

destination ‘is disturbing, however effective the approach might be at determining job perfor-

mance’. Few employers report the full-blown use of biodata, but the principles appear to influ-

ence the design of longer and more sophisticated application forms, often completed online 

( Reynolds and Weiner, 2009 ).   

  Selecting talent 

 The stages described in the previous sections constitute recruitment, and are primarily concerned 

with generating a sufficient pool of quality applicants. The focus now shifts to selection and the 

next stages concentrate on assessing the suitability of candidates. 

  Shortlisting 

 It is extremely unlikely that all job applicants will meet the necessary criteria, and so the initial 

step in selection is categorising candidates as probable, possible or unsuitable. This should be 

done by comparing the information provided on the application form or CV with the predeter-

mined selection criteria. The criteria may either be explicit (detailed on the person specification) 

or implicit (only in the mind of the person doing the shortlisting). However, this latter approach 

is potentially discriminatory, and would provide no defence if an organisation were challenged 

on the grounds of unlawful discrimination. Potentially suitable candidates will continue to the 

next stage of the selection process. 

 Other developments chiefly reflect a desire to reduce the time and effort involved in shortlist-

ing from large numbers of applicants. One option is to encourage unsuitable candidates to 

self-select themselves out of the process. The chapter has already discussed the use of realistic 

job previews that allow candidates to answer online questionnaires and receive feedback on 

their answers and potential suitability for the post prior to completing a job application. A 

variant on this is to use ‘killer’ questions. These are asked at certain stages of an online applica-

tion process and an incorrect answer will terminate the application at that point ( IRS, 2003 ). 

Another option is to use software packages that compare CVs with the selection criteria and 

separate the applications that match the criteria from those that do not. This has the advantage 

Selecting talent 
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of removing some of the subjectivity inherent in human shortlisting, but it does rely on the 

selection criteria being correctly identified in the first instance. It can also reject good candidates 

who have not used the right keywords and so needs to be handled with caution. A third option 

is to reduce large numbers of applicants via random selection. Although there is concern that 

this may operate against equal opportunities, it is also claimed that ‘randomised selection may 

produce a better shortlist than one based on human intervention where the wrong selection 

criteria are used consistently or where the correct selection criteria are applied inconsistently’ 

(IRS, 1994: 6).

Selection techniques

Various selection techniques are available, and a selection procedure will frequently involve the 

use of more than one. The most popular techniques are outlined here (see Table 5.2), and their 

validity and effectiveness are discussed later in the chapter.

Interviews

Interviewing continues to be the most popular selection method but can be applied in a wide 

variety of ways. Differences can include the number of interviewers, the number of interview 

stages and even the location as organisations that recruit from overseas are increasingly using 

video/Skype interviews as part of the selection process. The format can be biographical, that is, 

following the contents of the application form, or it can be based on the key competencies 

required for the job. Over the years, interviews have received a relatively bad press as being overly 

subjective, prone to interviewer bias and therefore unreliable predictors of future performance. 

Such criticisms are levelled particularly at unstructured interviews, and, in response to this, 

Percentage (%)

Interviews following contents of CV/application form 83

Competency-based interviews 77

Telephone interviews 62

Tests for specific skills 52

General ability tests 47

Literacy and/or numeracy tests 45

Assessment centres 38

Personality/aptitude questionnaires 36

Group exercises 27

Online selection tests 24

Pre-interview references 22

N – 605

Source: From Resourcing and Talent Planning Survey report, 1 CIPD (2015) p. 24, with the permission of the publisher, the Chartered 
Institute of Personnel and Development, London (www.cipd.co.uk).

Table 5.2  Popularity of selection methods

http://www.cipd.co.uk
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developments have focused on structuring interviews more formally or supplementing them with 

less subjective selection tools, such as psychometric tests and work sampling. See, for example, 

the approach adopted by Goldman Sachs outlined in Box 5.1 below.

Explore Imagine you are responsible for selecting operators to work in a contact centre.

● Prepare a set of behavioural questions suitable for the interview. You are looking for evidence 
of strong social skills (e.g. good verbal communication, positive attitude, good sense of humour, 
energy and enthusiasm) and good technical skills (e.g. numeracy and keyboard skills).

● Test out these questions on friends and colleagues to assess their effectiveness. What do you 
see as the key strengths and weaknesses of this approach?

There are different types of structured interview, but they have a number of common features 

(Anderson and Shackleton, 1993: 72):

● The interaction is standardised as much as possible.

● All candidates are asked the same series of questions.

● Replies are rated by the interviewer on pre-formatted rating scales.

● Dimensions for rating are derived from critical aspects of on-the-job behaviour.

The two most popular structured interview techniques are behavioural and situational inter-

views. Both use critical incident job analysis to determine aspects of job behaviour that distin-

guish between effective and ineffective performance (Anderson and Shackleton, 1993). The 

difference between them is that in behavioural interviews, the questions focus on past behaviour 

(e.g. ‘Can you give an example of when you have had to deal with a difficult person? What did 

you do?’), whereas situational interviews use hypothetical questions (e.g. ‘What would you do if 

you had to deal with a team member who was uncooperative?’).

Behavioural and hypothetical questions generally form the basis of competency interviews 

with the supplementary use of probing questions focused on exploring in detail the extent to 

which candidates can demonstrate the key behaviours and attributes deemed necessary for the 

role in question. The focus on specific incidents makes it harder for candidates to make up 

answers and, from an interviewer’s perspective, provides a good basis for justifying selection 

decisions (Taylor, 2014).

A recent development, particularly in early career recruitment (e.g. school leavers, apprentices 

and graduates), is the adoption of a strengths-based approach to recruitment. While competen-

cies relate to capability, strengths focus on what people enjoy doing. Professor Alex Linley defines 

strength as ‘a pre-existing capacity for a particular way of behaving, thinking or feeling that is 

authentic and energizing to the user and enables optimal functioning, development and perfor-

mance’ (www.cappeu.org). When people are using their strengths they demonstrate a real sense 

of energy and engagement; they become engrossed in what they are doing; they will rapidly learn 

new information and will reach high levels of performance (Isherwood, 2008). Strengths-based 

recruitment is based on the principles of positive psychology, defined as ‘a psychology of positive 

human functioning . . . that achieves a scientific understanding and effective interventions to 

build thriving individuals, families and communities’ (Seligman and Csikszentmihalyi, 2000: 13). 

Advocates of strengths-based recruitment (e.g. Isherwood, 2008) argue the benefits for both 

organisations and individuals, as it enables organisations to match the strongest candidates to 

roles that will help them achieve their potential and allows candidates to make informed and 

authentic choices.

http://www.cappeu.org
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Box 5.1 Goldman Sachs to drop on-campus interviews

Goldman Sachs is abandoning the time-honoured practice of on-campus interviews for undergraduates at elite 
schools and will now ask students to use pre-recorded interviews to pitch for a job at the bank. The Wall Street bank 
announced the new initiative on Thursday along with a range of other innovations it says will make its recruitment 
more consistent and rigorous.

‘The number one priority is how do we find more terrific people that are potential candidates for the firm,’ said 
Edith Cooper, global head of human capital management at the bank. ‘Leveraging technology will help you get to 
more places.’

Goldman attracts more than 250,000 applications from students annually, including almost 225,000 from under-
graduates. But more than half of the undergraduates it traditionally hires comes from a group of fewer than 50 ‘target’ 
schools, including prestigious Ivy League colleges.

Under the new approach, candidates from any school will instead use a pre-recorded interview programme called 
HireVue, which JPMorgan uses in its retail bank. The bank will then invite second-round candidates to a ‘structured 
interview’ where questions will be more prescriptive to allow for candidates responses to be more easily benchmarked 
against each other. Mike Desmarais, who heads the Goldman global recruiting, said the new approach should ‘high-
light people that we might otherwise miss’, giving the bank a more diverse group of candidates to choose from for 
the 2,500 summer graduates it hires annually.

Russell Horwitz, co-chief operating officer of the securities division at Goldman, said the bank’s new approach was 
better than the current ones where bankers are hired ‘based on instinct and feel that at times does not produce the 
best outcome’. Ms Cooper insisted that the new system would not be something candidates could learn to game. ‘If 
you go in there with a script because that’s what everyone says you’re supposed to say it doesn’t take long for people 
to figure out what it is.’

Goldman is also piloting a personality questionnaire that would ‘evaluate several different personality character-
istics and experiences’ that the bank believes are ‘predictive of long-term success,’ Mr Horwitz said.

The bank insisted the new approach was not being taken in response to difficulties it faced in hiring and retain-
ing talent. Investment banks on both sides of the Atlantic have been fighting an uphill battle to stem the flow of 
their younger talent to industries seen as more lucrative or fulfilling, such as hedge funds, private equity and tech-
nology. Goldman last year promised junior bankers faster promotions, more diverse experiences and less drudgery. 
More recent initiatives include Morgan Stanley ’s introduction of four week sabbaticals for newly-promoted 
vice-presidents.

Source: Noonan, L. (2016) ‘Goldman Sachs to drop on-campus interviewing’, Financial Times, 23 June; © Financial Times Limited 2016; reproduced 
with permission.

Tests

The types of test used for selection are ability and aptitude tests, intelligence tests and personality 

questionnaires. Ability tests (such as typing tests) are concerned with skills and abilities already 

acquired by an individual, whereas aptitude tests (such as verbal reasoning or numerical aptitude 

tests) focus on an individual’s potential to undertake specific tasks. Intelligence tests can give an 

indication of overall mental capacity and have been used for selection purposes for some consid-

erable time. Personality questionnaires allow quantification of characteristics that are important 

to job performance and difficult to measure by other methods (Lewis, 1985). The debate about 

the value of personality tests is ongoing, and centres on lack of agreement on four key issues 

(Taylor, 2014: 218):

● the extent to which personality is measurable or ‘mappable’;

● the extent to which personality remains stable over time and across different situations;
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● the extent to which certain personality characteristics can be identified as being necessary or 

desirable for a particular job;

● the extent to which completion of a questionnaire can provide sufficient information about 

an individual’s personality to make meaningful inferences about their suitability for a job.

Tests have the benefit of providing objective measurement of individual characteristics, but they 

must be chosen with care. Armstrong (2014: 239) suggests that a good test is ‘one that provides 

data that enables reliable predictions of behavior or performance to be made’. He goes on to 

outline the two key characteristics of a good test (2014: 239):

1. Reliability. A test aimed at measuring a particular characteristic should measure the same 

characteristic when applied to different people at the same time, or to the same person at 

different times.

2. Validity. A test should measure the characteristic which it is intended to measure. For exam-

ple, an intelligence test should measure intelligence and not simply verbal facility.

One relatively recent development has been the increased popularity of online testing, particu-

larly in the recruitment of graduates and where employers are faced with high volumes of appli-

cants. Online testing has the potential to reduce delivery costs, thus making testing more 

affordable for lower-paid jobs. However, there are also some potential disadvantages, including 

lack of control of the environment in which the test takes place and problems verifying that the 

individual taking the test is the actual candidate.

Assessment centres

An assessment centre is not a place but rather a process that ‘consists of a small group of partici-

pants who undertake a series of tests and exercises under observation, with a view to the assess-

ment of their skills and competencies, their suitability for particular roles and their potential for 

development’ (Fowler, 1992). There are a number of defining characteristics of an assessment 

centre:

● A variety of individual and group exercises are used, at least one of which is a work simulation.

● Multiple assessors are used (frequently the ratio is one assessor per two candidates). These 

assessors should have received training prior to participating in the centre.

● Selection decisions are based on pooled information from assessors and techniques.

● Job analysis is used to identify the behaviours and characteristics to be measured by the assess-

ment centre.

Assessment centres are used by a third of organisations (CIPD, 2015), usually in the appointment 

of graduates or management positions. The assessment centre process allows organisations to 

observe candidate behaviour in a work-related setting. Typical exercises can include presenta-

tions, role-plays, group discussions as well as interviews and psychometric testing. Combining 

group and individual exercises can improve the consistency and objectivity of the selection pro-

cess. In addition, the use of such a sophisticated technique, if handled well, can help the organi-

sation to display a positive image to potential candidates. The drawbacks primarily relate to the 

costs and resources required. For this reason, assessment centres are most likely to be used in 

public-sector organisations and by larger private-sector employers (see Box 5.2).

Social media

The chapter has already discussed the use of social media to attract candidates, but networking 

sites are also often used to screen applicants. The annual Eurocom Worldwide study has found 

that 40 per cent of respondent companies check out potential employees’ profiles on social media 

and, according to the most recent survey, almost one in five technology firms has rejected a job 

applicant because of their social media profile (Eurocom, 2012). An article in the Wall Street 

Journal (Kwoh, 2012) reports on a study undertaken by the Corporate Executive Board, which 
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found that, when screening using social media, 44 per cent of organisations have rejected  

applicants for badmouthing their current employer, 30 per cent for inappropriate language and 

17 per cent for excessive personal information. The same report suggests that some companies 

are reluctant to add social media checks to their hiring process because employers can become 

aware of information that cannot be legally considered in the selection process, such as religion, 

race, gender and health status. In addition to potential claims for unlawful discrimination, risks 

to employers can also include ensuring compliance with data protection legislation and breach-

ing trust and confidence (Cronly-Dillon, 2007). Recent research undertaken by the CIPD (CIPD 

2013: 16) found that 38 per cent of organisations look at applicants’ online activity or profiles 

to inform recruitment decisions. Only 8 per cent reported that they had rejected candidates as a 

result of this (although 34 per cent reported that they did not know so the number could be 

higher).

Box 5.2 Graduate recruitment at KPMG

KPMG is one of the world’s leading professional services organisations with a global network of member firms operat-
ing in 144 countries. The organisation keeps in touch with new and prospective graduate applicants via Twitter and 
Facebook. It also provides details of the selection process on its website (www.kpmgcareers.co.uk/graduates/how-

to-apply/application-process/):

Stage 1: Online Application Form. This covers academic background and work experience.

Stage 2: Situational Judgement Test. This is a multiple-choice test featuring a series of hypothetical, challenging 
situations that could be encountered as a trainee with KPMG.

Stage 3: Online Numerical and Verbal Reasoning Tests. Applicants who are successful with their initial applica-
tion and SJT are asked to take numerical and verbal tests designed specifically for KPMG.

Stage 4: Digital Submission. Applicants who are successful in the online tests are invited to submit a digital sub-
mission in audio format. This is a 90-second audio submission that gives candidates the opportunity to demon-
strate communication skills and motivation for a career at KPMG.

Stage 5: Launch Pad Recruitment Event. If the digital submission is successful, applicants are invited to attend 
the final stage of the selection process. During the day candidates will be given the opportunity to demonstrate 
the KPMG behavioural capabilities as well as learn more about career opportunities and meet with partners and 
graduate trainees.

Questions

1 The Digital Submission (stage 4) has replaced a 45-minute interview. What are the advantages and disadvantages 
of this change for the organisation and for candidates?

2 What criteria should KPMG use to measure the effectiveness of the Launch Pad Recruitment Event?

Key controversy

Over a third of organisations (34 per cent) look at applicants’ online presence or activity to inform the recruitment 
process but few always inform candidates of this (CIPD, 2013). To what extent do you consider this a breach of 
privacy?

http://www.kpmgcareers.co.uk/graduates/how-to-apply/application-process
http://www.kpmgcareers.co.uk/graduates/how-to-apply/application-process
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Factors influencing choice of selection techniques

What determines the choice of different techniques? One could reasonably assume that a key 

factor in determining the type of method would be its ability to predict who is suitable and who 

is unsuitable for the position. In other words, whatever technique is used, people who do well in 

the selection process should be capable of doing the job and people who do badly should not.

Accuracy

Accuracy should be a key factor in determining the choice of selection method, but no single 

technique can predict with certainty which individuals will perform well in a particular role. It 

is difficult to assess selection techniques effectively as people who do not perform well during the 

selection process will not get the chance to demonstrate subsequent job performance. However, 

studies (e.g. Anderson and Schackleton, 1993: 30) have shown that assessment centres, structured 

interviews and work sampling have higher levels of accuracy than unstructured interviews and 

references. See, for example, the approach adopted by Goldman Sachs outlined in Box 5.1 below.

The increased use of more accurate methods such as assessment centres and selection testing 

can help to improve the effectiveness of the selection process, although survey results (e.g. CIPD, 

2015) show that interviews are still the most widely used selection method. Concerns about 

accuracy appear to have encouraged employers to adopt more structured interview formats or 

to supplement the interview with other selection methods such as tests or work simulation. 

However, the extent to which the drive for accuracy is the key influence is open to question. A 

study into the use of selection tests (Wolf and Jenkins, 2006) suggests that their increased use 

has been driven more by organisations’ desire to protect themselves from legal challenges to 

Figure 5.1  The predictive accuracy of selection methods.
Source: Adapted from Anderson, N. and Shackleton, V. (1993) Successful Selection Interviewing. Oxford: Blackwell, p. 30.
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selection decisions and by the growing professionalism of HR departments than by considera-

tions of the technical qualities and predictive validity of tests. As a result, the article concludes 

that ‘further increases in test use are very likely, but . . . there is no reason . . . to expect that these 

will necessarily increase the effectiveness of the selection process’ (Wolf and Jenkins, 2006: 208).

Level of vacancy

The level of vacancy can have a significant influence on the choice of selection methods used. 

Assessment centres, in particular, are more likely to be used for managerial and graduate posts. 

This may indicate an organisation’s willingness to invest more heavily in future managers than 

in other parts of the workforce, but may also be due to candidate expectations and the organisa-

tion’s need to attract the highest-quality applicants for key positions.

Cost of selection techniques

There is no doubt that recruitment and selection can be costly activities, and the costs incurred 

by some selection techniques can make them prohibitive for all but a few ‘key’ vacancies in an 

organisation. For example, assessment centres require considerable investment of resources and 

substantial time commitment from assessors. A CIPD survey (CIPD, 2102a: 14) reported median 

recruitment costs to be £8,000 for senior management/director positions and £2,500 for other 

employees. However, in deciding on the most cost-effective methods, the ‘up-front’ costs need to 

be balanced against the costs of wrong decisions. Jaffee and Cohen (cited in Appelbaum et al., 

1989: 60) suggest that consideration of costs should include some or all of the following:

● the start-up time required by a replacement for the jobholder;

● the downtime associated with the jobholder changing jobs internally or externally;

● training and/or retraining for the replacement and the jobholder;

● relocation expenses;

● the shortfall in productivity between an effective and an ineffective jobholder;

● the psychological impact on the ‘failed’ jobholder and the morale of  others in the 

department.

Making the selection decision

The aim of the overall recruitment and selection process is to provide enough information to 

enable recruiters to differentiate between those who can do the job and those who cannot. The 

prescriptive approach stresses that the final decision should involve measuring each candidate 

against the selection criteria defined in the person specification and not against each other  

(Torrington et al., 2008). Searle (2003: 114–16) suggests a number of sources of error and bias 

in interviewers’ decision-making processes, including:

● ‘similar to me effect’, where interviewers enhance the ratings of those who look like them-

selves, respond in a similar way, or appear to have equivalent experiences;

● ‘halo effect’, where one aspect of the candidate’s qualities (most commonly physical attractive-

ness) influences all other aspects and so boosts their overall rating;

● ‘horns effect’, where over-attention to some negative aspect reduces a candidate’s overall 

rating.

The combination of a number of different selection methods and the increased use of more 

objective methods can enhance the quantity and quality of information about each candidate, 

although Anderson and Shackleton (1993) warn of the dangers of information overload in 

selection.
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  Retaining talent 

 Up until now, this chapter has focused on attracting new talent to the organisation, that is, the 

external element of talent management. However, that is only part of the equation, and talent 

management is also concerned with the ability to keep high-quality employees and continue to 

maximise their contribution to the organisation, that is, the internal element. The chapter there-

fore now focuses on the internal element of talent management by exploring talent retention, 

talent development, succession planning and career management. 

 The retention of key staff is a major component of talent management as labour turnover can 

lead to a loss of key skills and knowledge. CIPD research (CIPD, 2015) has shown that many 

organisations, particularly in the private sector, have taken steps to improve retention over the 

last few years. The most popular steps include increasing pay and benefits and improving work–

life balance. However, to be fully effective, a retention strategy needs to have information on why 

employees leave the organisation. Investigating labour turnover can include the use of quantita-

tive and qualitative techniques. 

  Investigating labour turnover: Quantitative methods 

 The most common method of measuring labour turnover is to express leavers as a percentage of 

the average number of employees. The labour turnover index is usually calculated using the fol-

lowing formula: 

   
Number of leavers in a specified period

Average number employed in the same period
: 100%

   

 This measure is used most effectively on a comparative basis and frequently provides the basis 

for external and internal benchmarking. Labour turnover can vary significantly between different 

sectors and industries. For example, a recent survey into labour turnover (CIPD, 2012a) reports 

that the median labour turnover rate in the UK is 12.7 per cent, but this varies between different 

sectors (e.g. 9.5 per cent in manufacturing and production and 16.1 per cent in private services). 

There is no single best level of labour turnover, but external comparisons can be useful to bench-

mark labour turnover against other organisations in the same industry, sector or location. How-

ever, even organisations with lower than average turnover rates can experience problems if people 

have left from critical jobs or from posts that are difficult to fill. Conversely, high turnover is not 

necessarily problematic and may be used by cost-focused firms to minimise labour costs ( Batt 

and Colvin, 2011 ). The labour turnover index is, thus, a relatively crude measure that provides 

no data on the characteristics of leavers, their reasons for leaving, their length of service or the 

jobs they have left. So, while it may indicate that an organisation has a problem, it gives no indi-

cation about what the specific problem might be, or what might be done to address it. 

 Knowledge about the location of leavers within an organisation can be gained by analysing 

labour turnover at the department or business unit level or by job category. For example, manag-

ers generally have lower levels of resignation than other groups of employees. Any areas with 

turnover levels significantly above or below organisational or job category averages can then be 

subject to further investigation. Most attention is levelled at the cost and potential disruption 

associated with high labour turnover, but low levels of labour turnover should not be ignored as 

they may be equally problematic. 

 Low labour turnover can cause difficulties as a lack of people with new ideas, fresh ways of 

looking at things and different skills and experiences can cause organisations to become stale 

and rather complacent. It can also be difficult to create promotion and development opportuni-

ties for existing employees. Nevertheless, many organisations are keen for some levels of stability. 

While the labour turnover index focuses on leavers, the stability index focuses on the percentage 

Retaining talent 
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of employees who have stayed throughout a particular period, often one year. This therefore 

allows organisations to assess the extent to which they are able to retain workers. The formula 

used to calculate stability is:

Number of employees with one year’s service at a given date

Number employed one year ago
: 100%

Quantitative methods of turnover analysis can be useful for benchmarking the organisation 

against competitors and for analysing the relative performance of different parts of the organisa-

tion. Year-on-year comparisons can also be used to monitor the effectiveness of any retention 

initiatives. The major drawback of quantitative methods is that they provide no information as 

to the reasons why people are leaving. So, quantitative analyses can help to highlight problems 

but they give those responsible for talent management no indication about how these problems 

might be addressed.

Investigating labour turnover: Qualitative methods

Investigations into reasons for turnover are usually undertaken via qualitative means. A variety 

of approaches are used in UK organisations. Exit interviews are the most commonly used meth-

ods of finding out why people leave. The benefits of exit interviews are that they are flexible 

enough to investigate reasons for leaving, identify factors that could improve the situation in the 

future and gather information on the terms and conditions offered by other organisations. Gener-

ally, exit interviews collect information on the following (IRS, 2002):

● reasons for leaving;

● conditions under which the exiting employee would have stayed;

● improvements the organisation can make for the future;

● the pay and benefits package in the new organisation.

There can also be a number of problems. The interview may not discover the real reason for leav-

ing, either because the interviewer fails to ask the right questions or probe sufficiently or because 

some employees may be reluctant to state the real reason in case this affects any future references 

or causes problems for colleagues who remain with the organisation, for example, in instances 

of bullying or harassment. Conversely, some employees may choose this meeting to air any general 

grievances and exaggerate their complaints. Some organisations collect exit information via ques-

tionnaires. These can be completed during the exit interview or sent to people once they have left 

the organisation. They are often a series of tick boxes with some room for qualitative answers. 

The questionnaire format has the advantage of gathering data in a more systematic way, which 

can make subsequent analysis easier. However, the standardisation of questions may reduce the 

amount of probing, and self-completed questionnaires can suffer from a low response rate.

Reasons for leaving can generally be divided into four main categories:

● voluntary, controllable – people leaving the organisation due to factors within the organisa-

tion’s control, for example, dissatisfaction with pay, prospects, colleagues;

● voluntary, uncontrollable – people leaving the organisation due to factors beyond the organi-

sation’s control, for example, relocation, ill health;

● involuntary – determined by the organisation, for example, dismissal, redundancy, 

retirement;

● other/unknown.

Attention is usually concentrated on leavers in the voluntary, controllable category as organisa-

tions can potentially take action to address the factors causing concern. However, distinctions 

between controllable and uncontrollable factors can become blurred. For example, in some 
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instances, advances in technology and greater flexibility can facilitate the adoption of working 

methods and patterns to accommodate employees’ domestic or personal circumstances. The 

involuntary category is also worthy of attention as high numbers of controlled leavers can be 

indicative of organisational problems, for example, a high dismissal rate might be due to poor 

recruitment or lack of effective performance management.

While exit interviews or exit surveys can provide some information about why people are 

leaving, they do not necessarily identify the triggers that made someone decide to leave. For 

example, someone might say that they are leaving to go to a job with better pay, but this does 

not show what led the person to start looking for another job in the first place. In order to address 

labour turnover problems and improve retention, organisations need to differentiate between 

‘push’ and ‘pull’ factors. Once an individual has decided to look for another job, they are likely 

to base their decision on ‘pull’ factors, that is, the attractions of the new job or organisation in 

relation to their existing circumstances. However, the decision to look for another job can be 

triggered by ‘push’ factors, that is, aspects of the current role or organisation that are deemed 

unsatisfactory. A study into turnover of healthcare professionals in the UK (Loan-Clarke et al., 

2010: 402) found that reasons for leaving NHS employment were more often stated in terms of 

what was wrong with the NHS (push factors) rather than what was right with the alternative 

(pull factors). Mitchell et al. (2001) also suggest that decisions to leave or stay are influenced by 

the degree of job-embeddedness. This relates to how well an individual fits their job (i.e. align-

ment of skills with job demands), their community (interpersonal relationships) and what they 

would have to give up if they left.

One way to identify potential ‘push’ factors is to conduct attitude surveys within the organisa-

tion. Attitude surveys have an advantage over exit interviews and leaver questionnaires in that 

they can identify potential problems experienced by existing employees rather than those that 

have already decided to leave. This means that any response can be proactive rather than reactive. 

However, it also means that organisations can make problems worse if they do not act on the 

findings: ‘Telling employees that an organisation cares enough to get their opinion and then 

doing nothing can exacerbate the negative feelings that already existed, or generate feelings that 

were not present beforehand’ (IRS, 2002: 40).

The final method to investigate labour turnover to be discussed here is risk analysis. This involves 

identifying two factors: the likelihood that an individual will leave and the consequences of the 

resignation (Bevan et al., 1997). Statistically, people who are younger, better qualified and who have 

shorter service, few domestic responsibilities, marketable skills and relatively low morale are most 

likely to leave (IRS, 2001). The consequences of any resignations are likely to be determined by 

their position in the organisation, performance levels and the ease with which they can be replaced. 

The risk analysis grid (Bevan, 1997) shows how the two factors can be combined (Figure 5.2). This 

then enables the organisation to target resources or action at the people it would be most costly to 

lose. However, the results should be treated with caution as the process does assume an element of 

predictability, whereas research suggests that decisions to leave are often complex and dynamic, 

and may be unpredictable or precipitated by sudden events (Morrell and Arnold, 2007).

Information from current employees and leavers can help organisations determine the most 

effective steps to avoid high levels of turnover and improve employee retention. However, De Vos 

and Meganck (2009) suggest that some retention initiatives are often based on HR managers’ 

understanding of employees’ reasons for leaving rather than their reasons for staying, which can 

Explore Think about an organisation you have left or are considering leaving.

● What impact would the factors listed above have on your decision?

● Why?
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reduce their impact. Findings from the  CIPD (2015a : 31) survey show the most common steps 

taken by organisations to improve retention: 

   ●   improved pay (50 per cent);  

  ●   increased learning and development opportunities (49 per cent);  

  ●   improved line management people skills (45 per cent);  

  ●   improved selection techniques (40 per cent);  

  ●   improved induction process (39 per cent);  

  ●   improved employee involvement (38 per cent);  

  ●   improved benefits (38 per cent);  

  ●   changes made to improve work–life balance (36 per cent).   

 Attention to the skills and abilities of managers is perceived by some as a key element of reten-

tion: ‘put simply, employees leave managers not companies’ ( Buckingham, 2000 : 45).  Bucking-

ham (2000)  argues that employees are more likely to remain with an organisation if they believe 

that their manager shows interest and concern for them; if they know what is expected of them; 

if they are given a role that fits their capabilities; and if they receive regular positive feedback and 

recognition. However, he also suggests that ‘most organisations currently devote far fewer 

resources to this level of management than they do to high-fliers’ ( Buckingham, 2000 : 46).   

  Developing talent 

 Learning and performance improvement have always been an integral part of talent management 

( Frank and Taylor, 2004 ). Learning and development are discussed in detail in  Chapter   7   , so this 

section is merely intended to highlight the key developmental practices associated with talent 

management. Research undertaken by CIPD ( CIPD, 2015b : 21) found that the main objectives 

of talent management activities are: 

   ●   developing high-potential employees (56 per cent);  

  ●   growing future senior managers/leaders (52 per cent);  

  ●   retaining key employees (38 per cent);  

  ●   meeting the future skill requirements of the organisation (36 per cent);  

Developing talent 

  Figure 5.2          Risk analysis grid.  
 Source: Adapted from Quit stalling, People Management, p. 34  (Bevan, S 1997),  with permission from Stephen Bevan.  
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● enabling the achievement of the organisation’s strategic goals (27 per cent);

● attracting and recruiting key staff to the organisation (327 per cent).

The most appropriate methods to develop talent are likely to be influenced by the size and nature 

of the talent pool; by the organisation’s focus on talent management, that is, whether it is exclu-

sive, inclusive or hybrid; and by organisational context. For example, the survey findings show 

that larger organisations are more likely to favour high-potential development schemes while 

smaller oragnisations are more likely to rely on courses at external institutions (CIPD, 2015b: 

21). Three-fifths of respondents rated their talent management activities as ‘fairly effective’, but 

only 5 per cent rated them as very effective, suggesting that there is still considerable scope for 

improvement in this area. The emphasis on developing high-potential employees and growing 

future senior managers/leaders is frequently associated with succession planning and career 

management.

Research undertaken by CIPD (CIPD, 2010) explored the perceptions of senior employees who 

were part of a talent pool or talent programme in their organisation. The results showed that 

‘the power and energy created from the formation of peer groups amongst the highest-perform-

ing individuals across the business . . . provides a significant opportunity for organisations to 

harness talent’ (CIPD, 2010: 3). Respondents to the study valued coaching, mentoring and net-

working above the more formal development activities of a talent management programme. The 

results also demonstrate the importance of having a selection process for the talent programme, 

as this enhances the value of the programme to successful applicants. There is a danger of lower 

levels of organisational commitment from those who are not successful, so organisations need 

to give full consideration to how this group will be handled.

Box 5.3 Talent management for leadership positions

In 2012, the Institute of Leadership and Management (ILM, 2012) commissioned independent research with 750 UK 
organisations across the public and private sectors to identify the challenges they face in recruiting and developing 
skilled leaders and managers.

The key findings are that most organisations lack a functional talent pipeline with many having no talent plan at 
all. As a result, many UK organisations are heavily reliant on external recruitment for management vacancies, especially 
at senior levels. This is driven in large part by shortcomings in internal leadership and management development. At 
the same time, almost half (47 per cent) of employers cite the lack of internal staff capability as the single biggest 
barrier to ensuring an effective pipeline of leaders and managers.

Part of the problem is that the criteria for recruitment vary hugely between junior and senior management levels. 
Often, first line managers are recruited on the basis of technical skill and knowledge, but while these skills are deemed 
useful for junior managers, they become less important in senior management, when strategic and financial skills 
become crucial. Employers recruiting in this way are likely to end up with teams led by ‘expert novices’ – technical 
experts with low awareness and poor leadership and management skills, who struggle to satisfy the immediate 
requirements of first line management and are ill-equipped to progress into senior positions.

A shortage of ‘softer’ leadership and management skills also presents a particular challenge to UK employers. 
Organisations consistently struggle to find managers at every level who are emotionally intelligent, inspirational and 
creative – attributes that are considered critical for twenty-first-century management as businesses adapt to diversity, 
complexity and change.

Despite these deficits and deficiencies, only 57 per cent of employers have a plan in place to ensure that they have 
a pool of leaders and managers that are suitably skilled to fill future vacancies.

Questions

1 What are the main implications of the lack of an effective talent pipeline for individuals and organisations?

2 What steps can organisations take to address the problem in the short term and in the longer term?
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Two inter-linked key processes that underpin the creation and development of a talent pipeline 

are succession planning and career management. Succession planning is primarily driven by 

organisational requirements, and is a process by which successors are identified for key posts, 

and development activities and career moves are planned in the short and long term (Hirsh, 

2012). Career management can be seen as a process that allows individuals to identify future 

career moves (either within or beyond the existing organisation) and the skills and knowledge 

required to prepare themselves to gain these roles. The key elements of each approach are con-

sidered below.

Succession planning

Succession planning can be seen as a means of ensuring that an organisation is creating a ‘talent 

pipeline’, that is, developing a pool of individuals who are capable of filling key positions in the 

future in order to ensure that the future needs of the business are met. There is nothing new about 

organisations identifying and grooming people to fill key posts. The traditional approach to 

succession planning relied on identifying a few key individuals who would be ready to take on 

senior roles at certain points in time. However, to be effective, this requires a stable environment 

and long-term career plans. In response to a rapidly changing environment where the future is 

uncertain, the focus has moved away from identifying an individual to fill a specific job towards 

developing talent for groups of jobs as well as planning for jobs that do not yet exist. Succession 

planning can help to retain talent by providing career development opportunities for individuals 

and making sure that the organisation has the skills it needs to respond to the rapidly shifting 

sands that make up today’s business environment (Hills, 2009).

A study undertaken for the Corporate Research Forum, Planning for Succession in Changing 

Times (Hirsh, 2012: 20), identifies two broad reasons why organisations undertake succession 

planning: first, mitigating the short-term business risk of not being able to fill a key job role, 

especially at senior level; and second, developing the longer-term pipelines of people with the 

skills, knowledge and career experiences to meet future business needs. The study (Hirsh, 2012: 21) 

further suggests that these drivers are being sharpened by contemporary business pressures, 

including:

● governance pressures from regulators, governments and investors – increasing the need for 

robust succession planning for senior roles;

● rapid and large-scale strategic refocusing of some businesses into new markets – leading to 

the need for global pipelines of internal successors with different skills and experiences;

● global deployment – leading to a need for more consistent processes for identifying and devel-

oping potential across the organisation.

A key issue in contemporary succession planning is the balance between internal and external 

labour markets. Succession planning can be used as a means to retain and motivate key members 

of the existing workforce, but there is a danger that the organisation can become stale in the 

absence of ‘new blood’. Some senior external appointments are therefore necessary to improve 

diversity and to bring on board people with different skills and experience, but too many can 

result in frustration and the loss of some key talent if existing employees feel that they have been 

overlooked.

A study of over 1,000 employers in the UK (Parry, 2008) found that the majority of employers 

believe that internal development brings greater benefits to the organisation than external recruit-

ment. The main benefits are perceived as cost-effectiveness, better staff retention and increased 

employee motivation. However, the same study found that more than half fill their vacancies by 

external recruitment. A high proportion of organisations also appears to rely on external recruit-

ment rather than succession planning to fill the most senior positions. For example, a study of 

chief executives in 20 large organisations in the USA (Cohn et al., 2005: 65) found that only a 
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quarter have talent pipelines that extend three levels below them. The findings reported in box 5.3 

suggest a similar situation in the UK with organisations more likely to recruit managers from an 

external rather than internal talent pool.

Key controversy

Consider these two questions posed by Clutterbuck (2012: 26).

If succession planning and talent management work, how come the wrong people so often get to the top?

If succession planning and talent management work, why – in spite of so much effort to bring about change – is the 
diversity at the bottom of organisations not reflected in senior positions?

A number of studies suggest that, even where succession planning does occur, the results are less 

than satisfactory. The CRF study (Hirsh, 2012), mentioned earlier, found that 76 per cent of 

organisations use some formal succession planning (although this falls to only 28 per cent in 

small and medium-sized companies), but only 56 per cent of survey respondents were satisfied 

with their organisation’s ability to fill senior positions and 42 per cent were actively 

dissatisfied.

Succession planning is often linked to competency frameworks, and part of the problem may 

be that these frameworks focus on competencies demonstrated by successful leaders in the past, 

rather than on the skills, behaviours and abilities that are required now and in the future. As a 

result, Clutterbuck (2012: 27) argues:

The system [talent planning] does work, in the sense that, if you identify a particular group 

and give them lots of opportunities to experience and to learn, they are likely to advance faster 

than less privileged colleagues. But that doesn’t prove that these were the most talented 

employees. In reality, those people might have taken the hint and gone off to work elsewhere, 

often for themselves, where their talent is appreciated.

Careers and talent management

The second core element for internal talent development is career management. Career can be a 

complex concept, so this section begins by defining career and its multi-faceted meanings and 

perspectives before exploring the contribution of career management and development to talent 

management practice.

Defining career

Career is a familiar term in everyday speech and formal discourse, where it has been  

defined as:

● ‘a succession of related jobs, arranged in a hierarchy of prestige, through which persons move 

in an ordered, predictable sequence’; (Wilensky, 1960: 554)

● ‘the evolving sequence of a person’s work experiences over time’. (Arthur et al., 1989: 8)

It has other related meanings, too, for it is used in different contexts, from different perspectives 

and for different purposes, but all are grounded in settled arrangements in society, the economy 

and the organisation of work.
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Elements in the meaning of career

The various meanings of ‘career’ have the following elements, explicitly or implicitly:

● Movement of an individual, group or groups of individuals through social space:

– connecting roles and establishing regular sequences and continuities;

– so often regarded as more than ‘just a job’.

● Movement often seen as advancement: forward (metaphor of pathway) or upwards (metaphor 

of ladder):

– roles often arranged hierarchically.

● Some sequences recognised as contributing to the individual’s social capital by giving social 

status, financial, reputational rewards and ‘success’:

– career sometimes regarded as elitist.

● Movement through time:

– connecting past, present and future;

– having a strong future orientation;

– weaving a continuing thread; forming a trajectory.

● Implicating the individual’s sense of self and need for self-fulfilment:

– linking an individual’s dreams, goals, actions and achievements;

– interacting with individual development;

– giving the basis of a narrative;

– creating relationships.

● Interaction of individual biography and social or organisational structure:

– individual thereby contributing to that wider structure;

– and from it deriving overarching framework of norms, values and meanings, which provides 

goals, directions, limits and guidelines for life.

● Interaction of factors internal and external to the individual in their career and contribution 

to the process of socialisation.

● Dual aspects of career – the individual’s outer and inner worlds:

– objective career – observable movement through social space and time;

– subjective career – the personal experience people have of that movement and its private 

meaning and significance for them.

Career in different contexts

Career is commonly used in occupational, organisational and professional contexts, where its 

elements of movement, sequence, progression and advancement are particularly significant. Gov-

ernment policies in the UK and more widely (OECD, 2003) recognise the significance of career 

guidance for the efficiency of labour markets and the education system, the promotion of equity 

and as a contribution to lifelong learning, although they do not define career itself.

Career seen from different perspectives

Further understandings of career arise from the differing perspectives from which it can be 

viewed. These vary from those of an individual, an organisation, the economy or society and 

from the various academic disciplines concerned with them. These include vocational, organi-

sational and occupational psychology, various branches of economics, sociology, education, 

counselling, HRM (see e.g. Arthur et al., 1989; Adamson et al., 1998). These disciplines have 

generated a rich fund of theories addressing different aspects of career, or the same aspects but 

from different disciplinary perspectives, for example, vocational psychology and organisational 

psychology, on career development and career management (Collin and Patton, 2009).
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Some theories explain career in terms of external influences upon the individual, for example, 

the economic system and labour markets; social class, social structure and social mobility; educa-

tion; organisational and occupational structure; and mobility. Other theories examine factors 

internal to the individual, for example, age, gender, psychoanalytical explanations; personality 

traits; lifespan development; and implementation of self-concept. There are also theories about 

the interaction of internal and external factors, for example, decision-making and social learning. 

Further theories address careers in organisations, for example, career development, career plan-

ning and career management. There are also theories concerned with subjective experiences, and 

how to interpret and study them (see Chapter 3), for example, narrative approaches, relational 

approaches and social constructionist approaches.

‘Career’ used for different purposes

A particular meaning of ‘career’ may be specified by a speaker or a writer, whether informally 

or formally, while others may be left vague. Intentionally or otherwise, the user may elide them 

or use them interchangeably or inconsistently. Nevertheless, this does not seem to confuse listen-

ers/readers. Rather, they accept the multi-layered richness of the term, and this lends it a rhetori-

cal power to convey more than is actually stated, or to obscure what the user prefers to remain 

hidden. For example, the manager may use ‘career’ to motivate employees to learning and appli-

cation in work, to encourage aspiration, or to endorse particular pathways as desirable or 

rewarding. At the same time, however, such wording could be glossing over or obscuring the 

actual prospects of mundane jobs or the ways in which organisational incentives and structures 

are in effect regulating and controlling employees. And the employees themselves may be con-

structing the career they want by piecing together parts of their work, social and personal lives.

Career development and career management

From the individual perspective, career development is a unique lifelong process of learning, work 

and leisure that takes place through a series of planned and unplanned stages, transitions, influ-

ences and decisions (McIlveen, 2009). The individual’s career management, or self-management, 

is an active process that aims to achieve a fulfilling career. It includes strategies such as learning 

a new skill or gaining a mentor (see Chapter 7), and other behaviours, such as becoming more 

self-aware, choosing realistic goals, making decisions effectively and negotiating transitions 

(McIlveen, 2009).

From the organisational perspective, the organisation manages the career development of its 

employees primarily to meet its own needs and only secondarily for its employees’ benefit (Creed 

and Hood, 2009). It requires sufficient and appropriately skilled employees to be available for its 

present and expected future effective functioning and to enhance its competitive advantage. It 

uses a range of activities to achieve this, such as succession planning, assessment centres, perfor-

mance appraisal, mentoring, career counselling and secondments (Baruch, 2009).

Career development and career management in talent management

Career development and management play a part in talent management through attracting new 

talent, and retaining and developing it by:

● offering a long-term career perspective;

● suggesting stability and security;

● suggesting enlightened employment policies;

● indicating the possibility of future progress and rewards;

● having recognisable career patterns, pathways and ladders;

● shaping employees’ expectations and needs;

● providing future goals for employees;

● providing incentives for individual effort;
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● encouraging employees to invest in their own career development;

● investing in and rewarding employees;

● motivating and persuading employees;

● encouraging and supporting employees’ development;

● investing in employees’ individual learning and development;

● influencing employees’ behaviour in desirable directions;

● shaping employees’ organisational identity.

At the same time, employees may have their own career development and management plans. 

Some of these may work synergistically with those of their employers, while for others there may 

be a discrepancy between their goals that would undermine effective talent management.

Changes in the nature of career

According to Kanter (1989) there are three principal forms of career:

● The professional form – weakly connected to employing organisations, and defined by craft 

or skill; occupational status achieved through monopolising socially valued knowledge and 

reputation.

● The entrepreneurial form – developed by creating valued new outputs or organisational capac-

ity; it offers freedom, independence and control over tasks and surroundings, but entrepre-

neurs have only what they grow themselves.

● The bureaucratic form – defined by advancement in a formally defined hierarchy. This form 

has come to dominate the view of organisational careers generally.

In the final quarter of the twentieth century, globalisation as well as major technological and 

other developments resulted in, inter alia, flatter and more flexible forms of organisation and 

changes in the organisation of work, and these threatened the ‘onward and upward’ bureaucratic 

career. New forms of career began to be identified, such as:

● The subjective career. According to Weick and Berlinger (1989: 321), in ‘self-designing organi-

sations’ in which the advancement and stable pathways of the typical career are absent, the 

objective career ‘dissolves’ and the subjective career ‘becomes externalized and treated as a 

framework for career growth’ and a resource for further organisational self-design.

● Weick and Berlinger (1989: 323–6) liken this to the ‘Protean career’ (Hall, 1976) in which 

people engage in ‘interminable series of experiments and explorations’. This calls for frequent 

substantial career moves in order to incorporate a changing, complex and multi-layered sense 

of self; the ‘decoupling’ of identity from jobs; the preservation of the ability to make choices 

within the organisation; the identification of distinctive competence; and the synthesis of 

complex information.

● The portfolio career in which workers, perhaps self-employed, manage several concurrent 

streams of work, jobs or contracts (Handy, 1990).

● The boundaryless career. Whereas traditionally careers took place ‘through orderly employ-

ment arrangements’ within organisations, many are now crossing traditional boundaries 

between organisations, and home and work (Arthur and Rousseau, 1996: 3).

Nevertheless, Guest and McKenzie Davey (1996: 22) cautioned against writing off the traditional 

career: in their own research they found little evidence of major organisational transformations. 

Moynagh and Worsley (2005), drawing on the Economic and Social Research Council (ESRC) 

Future of Work research programme (www.leeds.ac.uk/esrcfutureofwork/), also considered that 

long-term jobs and careers would continue to exist. Meanwhile, it was thought that attributes 

of the ‘professional’ and ‘entrepreneurial’ forms were likely to be found more extensively in the 

twenty-first century (CIPD, 2002).

http://www.leeds.ac.uk/esrcfutureofwork
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 More recently, economic and technical changes have resulted in shifts in working patterns such 

as zero hours contracts, the growth of self-employment associated with the ‘gig economy’ and 

the rise of unpaid ‘internships’ that have challenged the concept of the traditional career for 

some. Those having such experiences are labelled the ‘precariat’ by  Standing (2011) ; they are 

without long-term jobs, stable occupational identities, careers, stable social protection or protec-

tive regulations. 

 Such changes affect many of the elements of career noted earlier, and working life is fragment-

ing for young and adult workers. Traditional continuities, sequences and trajectories are being 

disrupted or destroyed, the future time perspective is being eroded, and advancement is becoming 

irregular, rewards less certain and aspirations dampened. With increasing competition for first 

jobs, the start of the career is delayed, and with demographic changes dictating delayed pension 

age, the overall familiar shape of working life is no longer predictable. It is now essential to man-

age one’s own career, to invest in learning and development and to remain employable (see 

 Chapter   7   ). It could be that the subjective career may become more significant than before. 

 Research undertaken by  CIPD (2016)  suggests that less than half of employees are satisfied 

or very satisfied with the current level of training and career progression. Graduates are more 

likely to say that their career progression has failed to meet expectations compared with respond-

ents whose highest qualification is GCSE or equivalent. From an individual perspective, the main 

contributory factors are seen as poor career advice and poor line management. From an organi-

sational perspective, another key factor is unrealistic expectations: only 16 per cent of respond-

ents to the CIPD’s 2015  Resourcing and Talent Planning Survey  agree that young people have 

realistic expectations about their career. The likely outcome of this mismatch is employee turno-

ver, so the need for effective talent planning becomes ever more critical.    

  Concluding comments 

 Organisations appear to be sending out some mixed messages regarding talent management. On 

the one hand, survey respondents suggest that talent management is a top priority for the major-

ity of organisations, and most HR professionals consider that it can have a positive impact on 

an organisation’s financial performance. On the other hand, many organisations do not have a 

talent management strategy and there appears to be a tendency to buy in talent through external 

recruitment rather than ‘growing your own’ through employee development activities. Even 

where talent management activities are in place, evidence of their effectiveness is ‘woefully thin’ 

( Clutterbuck, 2012 : 26). Survey data (CIPD, 2016) suggest that relatively high numbers of employ-

ees leave their organisation for ‘pull’ factors such as promotion or ‘push’ factors such as lack of 

development and career opportunities. These results suggest that many organisations could 

benefit from paying the same attention to the talent within the existing workforce as they do to 

attracting talent externally. The majority of employers claim that internal recruitment brings 

greater benefits to the organisation than external recruitment ( Parry, 2008 ), so why does there 

seem to be this gap between the rhetoric and the reality? 

Concluding comments 

 Explore    ●   What contribution could the subjective career make to talent management?  

  ●   Do you consider that you will have a career in the future?  

  ●   How do you envisage it?  

  ●   How will it be likely to differ from the careers of your parents’ and grandparents’ 
generations?   
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One explanation is that, while there have been a number of significant developments in the 

activities encompassed within the talent management umbrella, for example, the growing interest 

in employer branding, employee engagement and the benefits of being an employer of choice, in 

many cases talent management activities lack the integration necessary to secure the flow of 

talent that organisations will require in the future. However, increased competition for key talent 

could potentially help organisations to focus more attention on the talent that exists within the 

current workforce. In a survey conducted by the CIPD (CIPD, 2015a), organisations are increas-

ing their efforts to improve employee retention, and the vast majority is upskilling existing 

employees for hard-to-fill vacancies, or would consider doing so. This does not mean the end of 

the external labour market, but it does suggest that a number of organisations appear to be fol-

lowing the principles outlined by Cappelli at the beginning of the chapter. Time will tell whether 

the practice lives up to expectations.

Summary

● Talent can be used in an exclusive sense to refer to a select group of high-flyers; in an inclusive 

sense to refer to all employees; or in a hybrid sense to refer to key workers or roles that are 

critical to success, wherever they are in the organisation. The focus of talent management 

activities can therefore vary, but definitions include the need to attract, retain, motivate and 

develop individuals.

● Methods used to identify the skills required can be job-based or person-based. The emphasis 

on identifying people with the ‘right’ attitudes has led to a growth in competency frameworks, 

but these can be difficult to apply in practice.

● Recruitment activities can contribute to talent management by attracting a pool of suitable 

candidates. In recent years there has been significant growth in the use of e-recruitment, which 

can help organisations to reach more candidates and to develop a ‘personal’ relationship with 

the talent pool. The purpose of selection methods is to differentiate between suitable and 

unsuitable candidates and, if handled effectively and professionally, these can also convey a 

strong image of the organisation.

● Employee retention is a key element of talent management, as selecting and developing high-

quality employees are of limited value if the organisation then loses their skills and expertise. 

A number of initiatives have been introduced to aid retention, and the most popular are 

increased learning and development opportunities as well as improved line management peo-

ple skills.

● Learning and performance improvement have always been an integral part of talent manage-

ment. A combination of development activities, succession planning and career management 

can be used to retain and motivate the workforce and ensure that the organisation has a talent 

pipeline to meet future requirements. However, evidence suggests that these activities are not 

yet as effective as they might be at ensuring that organisations have the talent they need for 

the future.

Questions

1 In the face of increased competition for key talent why do so many organisations still fail to 

‘grow their own’?

2 Evaluate the key factors likely to influence selection decisions.

3 Who should take prime responsibility for an individual’s career development?



Some of carmaker’s earliest recruits are now among its most 
senior executives.

Since the first Bluebird rolled off the production line in 
July 1986, the Nissan plant in Sunderland has grown from 
a £50m assembly operation into the UK’s biggest car pro-
duction site.

Now a £3.7bn investment employing 6,800 people, it is 
also north-east England’s biggest private sector employer, 
offering relatively good pay and secure work in an area 
with the UK’s highest regional unemployment.

For these reasons, employees tend to stick around. 
Turnover of production staff is 3.66 per cent a year, against 
the UK average of 13.6 [per cent], according to the CIPD, the 
professional association for HR. And some of the earliest 
recruits, identifiable by their low employee number, are 
among the most senior executives.

Keith Watson, a 55-year-old production supervisor on 
trim and chassis line 2, joined in 1985 as employee number 
179. ‘In the early days we were building four cars a day’, he 
says. News that Nissan wanted more did not go down well. 
‘We were panicking, saying we will never get six a day. Now 
it’s 2,000 a day’.

As it has expanded, some of the biggest changes in the 
plant have focused on ergonomics and technology to reduce 
strain on workers and accelerate the pace of production.

Each of the plant’s 300 supervisors, responsible for more 
than 4,000 production staff, is trained in ergonomic 
assessment.

Innovations include seat shuttles, developed by the in-
house kaizen, or continuous improvement team, to allow 
operators to sit and be transported as they work on cars on 
the line, rather than having to duck and twist.

On the line where the Qashqai and electric Leaf are 
made, a height-adjustable skillet, resembling the middle 
section of an accordion, raises and lowers the vehicle to the 
height at which the operator needs to work.

Robotics have played a part too, with the body shop 
moving from high levels of manual welding to 93 per cent 
automation. The new welding facility for the Infiniti, the 
luxury brand that Sunderland has just begun producing, is 
completely automated with 141 robots.

However, work on the production line remains intense 
and tiring; stamina is vital.

‘It’s still a hard job’, says Mr Watson. ‘Some operators are 
so fluent it’s unbelievable; it’s like second nature to them. 
They’re athletes in a way’.

Mr Watson’s contemporaries in 1985 included team 
leader Trevor Mann (number 127), now Nissan’s chief per-
formance officer and most senior European executive, 
based in Yokohama. Mr Mann says the early intake was a 
tightly knit team with a desire ‘to be as good as the 
Japanese’.

Colin Lawther (number 120), a chemist who joined in 
1985, is senior vice-president responsible for manufactur-
ing, supply chain management and purchasing in Europe. 
‘We came from a fairly deprived area. We had this tremen-
dous fighting spirit’, he says.

Kevin Fitzpatrick, a paint shop supervisor back in 1985 
(number 63), is the site’s most senior employee as Nissan 
Motor Manufacturing’s UK vice-president. He says a 
culture of encouraging people to learn and try new things 
has helped keep him there. ‘In my previous company 
your only chance to progress was if somebody retired’, 
he says.

Of 4,305 production staff, more than a third are over 40 
and late 50s is the site’s most common retirement age. But 
this is not always the end of the story. Barry Loneragan 
(employee 102) joined as a team leader in 1985 and retired 
as technical services manager eight years ago. Now, aged 
67, he returns regularly, employed by an outside agency, to 
do plant tours. So do two other pensioners.

Mr Loneragan is proud of what the early intake achieved. 
‘We had to go out and prove ourselves. It was that togeth-
erness; the will to succeed. The legacy lives on’, he says.

Source: Tighe, C. (2016) Nissan builds on loyalty at Sunderland plant, The 
Financial Times, 7th March.

Questions

1 What are the benefits of Nissan’s approach to employee 
retention?

2 What factors should other organisations, wanting to 
adopt a similar approach, need to consider?

3 What impact might Britain’s decision to leave the Euro-
pean Union have on employment at Nissan?

Case study
Staff retention and staying power: Nissan builds on loyalty at Sunderland plant
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CHAPTER 6
MANAGING EQUALITY  
AND DIVERSITY
MIKE NOON

Objectives

● To define discrimination and explain the forms of legal protection in the 
workplace.

● To describe, evaluate and compare the social justice and business case 
arguments for pursuing policies of equality and diversity.

● To explain the deep-rooted causes of the problems of equality and diversity 
using the concept of institutional discrimination.

● To explain the purpose of equality and diversity policies and assess their 
limitations.

● To define and explain the meanings of positive action and positive 
discrimination.

● To explain the concepts of ‘sameness’ and ‘difference’, and evaluate their 
importance in guiding policy within organisations.

● To assess the process of discrimination in an organisation and outline its 
possible consequences.
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We are at a magic moment. The debate about the lack of 

female participation at the upper echelons of business is 

high on the political agenda in the UK and Europe. As a 

result of the efforts of campaigners, individuals and com-

panies, a rising number of women occupy oversight roles 

in the boardroom.

Source: Financial Times (2015), ‘Opinion: We need women as chief 
executives, not just non-executives’, 29 April, p. 6.

The quote is from Barbara Judge who took over as head of 
the UK’s Institute of Directors – the first woman to do so in 
its 112-year history. The challenge of getting more women 
into senior roles is already being tackled because it is sim-
ply not good business sense to exclude women from the 
top jobs. There is research evidence to support this. The 
consultancy organisation McInsey & Company (2015) 
found that companies in the top quartile for gender or 
racial and ethnic diversity of their leadership teams are 
statistically more likely to have financial returns above 
their national industry medians. In contrast, organisations 
in the bottom quartile for leadership diversity are less 
likely to achieve returns above the average for their 
industry.

But how is boardroom gender equality achieved?
Some countries have introduced gender quotas to force 

organisations to appoint more women in the top roles. The 
prime example is Norway, which requires a gender balance 
of at least 40 per cent of men and 40 per cent of women on 
all listed company boards. Belgium, Denmark, Finland, 

France, Iceland, Italy, Spain and Germany also have some 
form of quota law in place or in process.

But quotas are controversial. Opponents argue that 
businesses should be free to appoint the best person for 
the job and that quotas lead to the suspicion that someone 
has been appointed not on the basis of merit but because 
of their gender. They argue that quotas are bad for business 
and demeaning for women, and that the problem of under-
representation stems from there being insufficient women 
with relevant experience who can be promoted.

By contrast, supporters of quotas argue that research 
reveals how managers tend to appoint those who are simi-
lar to themselves, so without quotas there will simply be 
the perpetuation of the status quo: the domination of sen-
ior roles by men. They argue that quotas not only encour-
age board members to think differently about the types of 
qualities needed for the role, but also force senior manag-
ers in organisations to consider the ‘talent pipeline’ and 
improve the development opportunities provided for 
women managers.

Between opponents and supporters of quotas are those 
taking a middle road: they are against the idea of enforced 
quotas, but agree that something needs to be done. They 
argue that, left alone, nothing will change – or the rate of 
change will be incredibly slow – so they suggest that there 
needs to be encouragement through methods such as vol-
untary codes of best practice, targets and ‘comply or explain’ 
initiatives, which require disclosure about diversity policies 
and progress in company annual reports and websites.

Introduction

The opening case study illustrates the type of inequality problem that managers can face. Prob-

lems like this cannot, and should not, be ignored. In fact, the case raises five common core issues 

and associated dilemmas that need to be addressed – five issues that this chapter will focus upon 

in detail, but that are outlined here:

● First, the opening case raises issues about the forms of  discrimination and the legal protection 

in place. Are women being refused access to board directorships because of their sex, or are 

they being excluded because they had previously not been given (or not taken) sufficient 

managerial experience to make them strong candidates? In other words, was there direct 

discrimination against women or is it that women lack the requisite experience – so no unfair 

discrimination is occurring? And if it is the latter, might this in some circumstances also be 

Case study
Women in the boardroom
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a form of discrimination (indirect discrimination) if  unjustifiable criteria of selection are 

applied that disadvantage women as a group because they are not given the same promotion 

opportunities as men in order to build experience? Moreover, in either circumstance what legal 

issues might managers need to consider?

● Secondly, the opening case raises the issue of why inequality is a problem. Discussion of 

equality problems tends to revolve around fairness and inefficiency. So in the case study, there 

is the concern with the unfairness of women not getting access to the senior roles, but also 

the problem of the inefficiency of this because organisations are potentially missing out on 

the talents of 50 per cent of the population. These two sets of arguments can be described as 

the social justice and business case arguments for equality and diversity, and are applicable to 

many contemporary equality problems.

● Thirdly, there is the issue of identifying the underlying causes of  the problem of  inequality 

within organisations. Can it simply be explained away as blatant discrimination by individu-

als? Or is it more deep-rooted and caused in more subtle ways by the dominant organisational 

processes, procedures, structures and cultures? So in the opening case, is it that men do not 

want women in senior roles because, for instance, they do not think women have the capabil-

ity? Or is it that the men have tended to perpetuate ways of operating that make it more 

difficult for women to progress through the ranks and compete on equal terms with the men?

● Fourthly, there is the issue of how to deal with the problem. In the opening case, there are 

some people calling for regulation through the introduction of quotas (an interventionist 

approach) while others are suggesting that it should be left to the organisations themselves (a 

voluntarist approach). In addition, some people take a middle position because they want 

something to be done, but do not want high levels of regulation. This type of approach is 

often associated with calls for taking ‘positive action’, and it forms the backbone of most 

equality and diversity policies and practices in organisations.

● Finally, there is the challenge of devising effective policies and initiatives. This task should not 

be underestimated because there will be conflicting opinions about whether the policy should 

be aimed at treating everyone the same, or whether it should take people’s differences into 

account. And if the latter, should policies be mindful of differences between groups, or should 

they focus on individuals? So, in the opening case, ought an organisation wishing to gain a 

better gender balance seek to implement policies that encourage a simple gender-blind 

approach, or should it have policies that take into account the relative disadvantage of women 

in the hierarchy? Should certain women be fast-tracked? Or is there a need for a complete 

overhaul of  the processes of  selection and promotion throughout the management 

structure?

So these five issues – discrimination and legal protection, the problem of inequality, the underly-

ing causes of the problem, the ways of dealing with the problem and the devising of effective 

equality and diversity policies and initiatives – form the core structure of this chapter.

Discrimination and legal protection in the workplace

‘Discrimination’ is the process of judging people according to particular criteria. For example, 

in the selection process for a teaching post, the appointment panel might discriminate in favour 

of a candidate who answers their questions clearly and concisely, and discriminate against a 

candidate who mutters and digresses from the point. However, when most people use the term 

‘discrimination’, they tend to mean unfair discrimination. The word is mainly used to denote 

that the criteria on which the discrimination has occurred are unjust. It is likely that most people 

would not describe the teaching post example above as ‘discrimination’, because they would not 

consider the criteria the panel used (clarity and conciseness) as unfair. However, if the criterion 
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the appointment panel used to choose between candidates was gender or race, then most people 

would call it ‘discrimination’. So this chapter will adopt the commonly understood meaning of 

the term ‘discrimination’ to describe situations where there is less favourable treatment that 

cannot be justified.

Where can discrimination occur?

In all of the chapters in this book, you will have encountered issues where people (usually manag-

ers) are making choices that affect the lives of others in the workplace. It is at these decision 

points where judgements might be made that are unfairly discriminatory. In other words, there 

are numerous sites of potential discrimination that you have already encountered. To illustrate, 

the following list shows some human resource management issues where equal opportunities 

must be considered unless an organisation wants to run the risk of legal action being taken 

against it by disgruntled employees (or prospective employees) who have been unfairly treated:

● Advertising of posts

● Recruitment procedures

● Selection techniques

● Contractual terms and conditions of employment

● Pay

● Dress codes

● Working hours

● Workplace disciplinary procedures

● Appraisal interviews

● Allowances and bonus payments

● Dismissal procedures

● Occupational pensions

● Employee involvement arrangements

● Training opportunities

● Workplace culture and norms

● Custom and practice arrangements

● Promotion procedures

● Selection for redundancy

Explore Consider the list of HRM issues above. Select five of these and in each case give an example of 
how equal opportunity considerations need to be taken into account. (For instance, in consider-
ing the advertising of posts, managers might want to bear in mind the demographics of the 
readership of the newspaper, magazine or website where the advert is placed.)

Legal protection against unfair discrimination

In Europe, there has been a move towards a common platform of human rights in relation to 

equality and fairness. One of the key developments has been the attempt to harmonise the pro-

tection against discrimination at work. Within each country there have been changes in national 

legislation – either amendments to existing laws or the introduction of new laws – in compliance 

with European Union (EU) directives. The basic principle behind the directives is a right to equal 

treatment irrespective of sex/gender, racial or ethnic origin, religion or belief, disability, age or 

sexual orientation. In other words, if someone considers they have been unfairly treated because 

of their sex, age, religion and so forth, they have a legal right to challenge their employer and 

seek compensation. Within the UK, the Equality Act 2010 uses the term ‘protected characteristics’ 

to denote those aspects where there is legal protection:

● age;

● disability;

● gender reassignment;

● marriage and civil partnership;

● pregnancy and maternity;
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● race (includes, colour, nationality, ethnic or national origins);

● religion or belief (covers philosophical belief, and includes a lack of religion or belief);

● sex;

● sexual orientation.

Of course, there are other characteristics that could be added to this list, such as size (both height 

and weight), appearance (haircut, tattoos, piercings and norms of attractiveness), health, class 

(socio-economic group), accent, schooling or university. None of these other characteristics is 

covered directly by European law or UK legislation, so it is often lawful for an employer to dis-

criminate against someone on any of these grounds, although in some instances there might be 

some protection for the individual through laws that cover indirect discrimination (see below), 

or the violation of human rights.

Explore On the basis of the preceding discussion reflect on your own experiences by identifying the ways 
you might have been disadvantaged personally in your past or current employment (or in any 
other aspect of your life). You do not need to think of dramatic examples of discrimination 
(although you might have experienced these) but think of instances where characteristics that are 
part of your identity have influenced a person’s decision, behaviour or attitude towards you. 
Remember you can consider the unprotected characteristics as well as the protected ones.

Key controversy

You can be lawfully denied a job because you have a visible tattoo but not because of your skin colour. Is that fair?

The forms of legal protection

In many countries, legislation sets limits to lawful managerial action and places obligations on 

managers to act in accordance with principles of fairness. In other words, some equality and 

diversity practices are the result of a legal obligation, rather than management choice. Bearing 

this general point in mind, you should also note the following:

● The type and extent of this legislation varies from country to country, so it is important to 

read about the specific legislation in your own national context.

● Opinion varies as to whether state regulation is necessary or the extent to which it is legitimate 

or practical to legislate to prevent discrimination and promote equality of opportunity.

● Even when legislation is in place there is no guarantee that this will ensure equality of oppor-

tunity. This might be because the legislation is ignored (unlawfully) or because it is ineffective 

(too weak, too many loopholes, difficult to enforce and so on).

Within European workplaces EU directives have provided a shared platform of protection and 

established common legal definitions of four forms of discrimination (although, of course, inter-

pretation of the meaning and the application might still vary in different national contexts). The 

descriptions and examples below are taken from the UK’s application of the directives through 

the Equality Act 2010.

1. Direct discrimination occurs when a person is treated less favourably than another is, has 

been or would be treated in a comparable situation on one of the protected grounds (sex/

gender, racial or ethnic origin, etc.) (see Box 6.1). Example (HMSO, 2010: 18): ‘If an employer 
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recruits a man rather than a woman because she assumes that women do not have the strength 

to do the job, this would be direct sex discrimination.’

 In addition to protection against less favourable treatment due to the possession of one of 

the characteristics, the UK’s Equality Act 2010 also covers cases where a person is treated less 

favourably because (a) they are wrongly assumed to have a protected characteristic, or (b) 

they are associated with someone who has one of the protected characteristics (except mar-

riage and civil partnership). Example of  (a) (HMSO, 2010: 19): ‘If an employer rejects a job 

application form from a white man whom he wrongly thinks is black, because the applicant 

has an African-sounding name, this would constitute direct race discrimination based on the 

employer’s mistaken perception.’ Example of  (b) (HMSO, 2010: 18): ‘If a Muslim shopkeeper 

refuses to serve a Muslim woman because she is married to a Christian, this would be direct 

religious or belief-related discrimination on the basis of her association with her husband.’

2. Indirect discrimination occurs where a policy, provision, criterion or practice that applies in the 

same way for everyone has an effect that disadvantages a group of people because of their age, 

disability, gender reassignment, marital/civil partnership status, race, sex or sexual orientation. 

Someone from that group can then claim they have been indirectly discriminated against. It will 

be deemed indirect discrimination unless the employer can justify the policy or action as a 

proportionate means of achieving a legitimate aim (see Box 6.1). Example (HMSO, 2010: 24):  

‘An observant Jewish engineer who is seeking an advanced diploma decides (even though he is 

sufficiently qualified to do so) not to apply to a specialist training company because it invari-

ably undertakes the selection exercises for the relevant course on Saturdays. The company will 

have indirectly discriminated against the engineer unless the practice can be justified.’

3. An instruction to discriminate is where one person obliges another to act in a discriminatory 

manner against a third party covered by one of the protected grounds. In such situations, it 

is the employee being told to act in a discriminatory manner who can make a claim for direct 

discrimination against his or her employer. Example (HMSO, 2010: 19): ‘If the manager of 

a nightclub is disciplined for refusing to carry out an instruction to exclude older customers 

from the club, this would be direct age discrimination against the manager unless the instruc-

tion could be justified.’

Box 6.1 Direct and indirect discrimination

A Muslim woman applied for a job as a stylist in a hair salon in London, but she was rejected because she wore 
a headscarf and the salon owner argued that all the stylist ld display their own hair.

In this case, there is no direct discrimination on the ground of her religion, because the owner of the salon would 
have rejected a non-Muslim who permanently wore a headscarf or other head covering.

Potentially, there is indirect discrimination because the salon owner’s rule of no headscarves would affect Muslim 
women more than non-Muslims, as it is a dress code observed in the main by Muslim women.

Explore The key issue in Box 6.1 is whether the requirement that stylists display their hair is a ‘proportion-
ate means of achieving a legitimate aim’. If it is, then a claim of indirect discrimination would fail. 
If it is not, then the salon owner is indirectly discriminating.

● What do you think?

● Using the same reasoning as above, consider the following situation and explain the grounds on 
which a claim of discrimination might be made: The managers of a tourist attraction in Glasgow 
advertised for a worker no taller than 1.7 metres (5 ft 7 in) to fit into a costume for an exhibition.
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4. Harassment is where unwanted conduct related to the protected grounds of discrimination 

takes place with the purpose or effect of violating someone’s dignity and of creating an 

intimidating, hostile, degrading, humiliating or offensive environment. Examples (HMSO, 

2010: 29): ‘An employer who displayed any material of a sexual nature, such as a topless 

calendar, may be harassing employees where this makes the workplace an offensive place to 

work for any employee, female or male. A shopkeeper propositions one of his shop assistants. 

She rejects his advances and then is turned down for promotion which she believes she would 

have got if she had accepted her boss’s advances. The shop assistant would have a claim of 

harassment.’

Differences between and within social groups

One of the assumptions sometimes made is that all discrimination is the same, irrespective of 

whether it is based on sex, race/ethnicity, disability and so forth. While it is certainly the case that 

the consequences of discrimination (the disadvantage suffered) are the same (or very similar) for 

the victims, the reactions and attitudes of the members of the social groups affected can differ. 

The term ‘social group’ refers to people who share similar characteristics; for example, it is possible 

to refer to women as a social group, or people with a disability as a social group. Of course, it 

would also be possible to break these social groups down even further – for instance, white women; 

or Muslim men with a disability; or even white, partially sighted, lesbian atheists under 25 years 

old. For our purposes at this stage, the social group is defined by one of the key characteristics 

(sex, age, ethnicity, etc.), although shortly we shall explore why this is an over-simplification.

It is important to acknowledge differences between social groups. They may all be victims of 

discrimination, but it would be inaccurate to assume the experience of being discriminated 

against because you are a woman is the same as that of being discriminated against on the 

grounds of sexual orientation; or that the discrimination experienced by disabled employees is 

the same as that endured by ethnic minority employees. For example, someone’s social group 

might be identifiable because of visible characteristics, such as sex, race/ethnicity, some forms of 

disability, and religions that require certain codes of dress. Other characteristics, such as sexual 

orientation and some religions or beliefs, can be hidden, enabling potential victims to avoid 

disadvantage and discrimination through behaviour that disguises their true identities.

A further issue to consider is that some people experience discrimination because of more 

than one characteristic they possess. This has been discussed by researchers in two ways:

● Multiple discrimination. This refers to situations where a person suffers unfair treatment due 

to two or more characteristics – for example, their sex and their age. The conclusion drawn 

by some researchers (e.g. Berthoud, 2003) is that there is some sort of additive effect. In other 

words, for example, in terms of getting a job, there is a disadvantage associated with being a 

woman to which is added the disadvantage of being an older worker. It is sometimes referred 

to as ‘double jeopardy’.

● Intersectionality. This term is also used to describe situations of multiple discrimination. 

However, there is an important distinction. Researchers conclude that the disadvantages 

caused by two or more characteristics are not simply additive because they produce a totally 

different experience for the person (see e.g. Acker, 2006; Bradley and Healy, 2008). For 

instance, the experience of being from an ethnic minority background and also a woman is 

not just the sum of the two disadvantages (ethnicity and sex) but rather the product of the 

interaction between these two characteristics. It can be described as producing a new and 

potentially greater disadvantage that is distinct from the specific category (the intersection). 

For example, an employee might be discriminated against because she is both a woman and 

Asian, and might therefore not share the same concerns about, or experiences of, discrimina-

tion as her white women colleagues or black male colleagues. Researchers argue that for this 

reason it is important to study the intersections between the various characteristics, because 

these are categories in their own right.
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Finally, it is important to recognise differences within social groups, rather than consider each 

group to be homogeneous. For instance, Reynolds et al. (2001) point out how disability can be 

a diverse and wide-ranging categorisation. People may move into a state of disability from ill-

health, work accidents or ageing, and so, while some people are ‘born disabled’, there is an 

increasing proportion of employees who ‘become disabled’. Moreover, the needs of those with 

different ‘disabilities’ are so wide-ranging that it might be suggested there is very little meaning 

in such a broad category as ‘disability’. The same conclusion might be reached for race/ethnicity. 

Commentators (e.g. Modood et al., 1997; Pilkington, 2001; Nazroo and Karlsen, 2003) argue 

that research evidence suggests there is so much ethnic diversity that to describe discrimination 

as being the same across different ethnic groups fails to take into account its differential impact. 

This means it is essential to recognise the differences between ethnic groups not only in terms of 

their experiences of discrimination, but also in their varied requirements for redressing the 

discrimination.

Key controversy

Are some protected characteristics more important than others? Or should all protected characteristics be treated 
equally?

What are the implications for managers?

The overall situation is that managers must operate within a legal context that has established 

rights for individuals that protect employees and job applicants. Of course, this does not stop 

some managers from ignoring or flouting these laws, but this carries both a pecuniary and a repu-

tational risk for the organisation. Within this legal framework, managers must also be aware of 

the differences in the needs of the various groups and individuals that experience discrimination. 

These are important issues because it means:

● Managers should not assume that discrimination means the same thing irrespective of the 

social group concerned.

● Managers should not assume that a solution to rectify disadvantage for one social group (e.g. 

women) will be appropriate or welcomed by a different social group (e.g. disabled people).

● Managers should expect that attitudes will differ within social groups (e.g. Asian employees 

and black employees).

The recognition of this diversity has led some commentators to argue that, rather than defining 

people by their similarities to others, managers should see all employees as individuals with 

unique skills and needs. This is an issue that we return to later in the chapter.

Why is inequality a problem and why should managers be concerned 
with it?

A key question that needs to be addressed is why managers should care whether some people are 

disadvantaged and suffer unfair treatment. In answering this question, it is useful to distinguish 

between two different sets of arguments, which can be labelled ‘the social justice case’ and ‘the 

business case’.
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The social justice case

The social justice case is that managers have a moral obligation to treat employees with fairness 

and dignity. Part of this involves ensuring that decisions are made without resorting to prejudice 

and stereotypes (for definitions of these terms, see Box 6.2) because then there is a lower risk of 

any particular group being disadvantaged and therefore less chance of an individual feeling that 

he or she has been discriminated against.

Social justice arguments are typically based on one or more of the following points.

Equality of opportunity

The ‘level playing field’ argument is that managers have a responsibility to ensure that everyone 

is given the same opportunity to access jobs and promotion opportunities, and that what sepa-

rates the winners from the losers are the skills and abilities they possess. Managers might there-

fore need to intervene to ensure that such equality of opportunity is provided, otherwise factors 

other than skills and abilities will determine success. The particular objective is ensuring proce-

dural justice so that the processes at key decision points are free from bias and distortion.

Equality of outcome

The focus is on the outcome of any process. Are the rewards (jobs, pay, bonuses, training oppor-

tunities, etc.) distributed in a manner that truly takes into account skill and abilities or, put more 

prosaically, does everyone get ‘a fair share of the cake’? While procedures are essential, it is vital 

not to overlook the outcomes, so there also needs to be a concern with distributive justice. Impor-

tantly, this approach can help draw attention to how individuals from some groups can enter a 

‘level playing field’, yet they do so from a position of prior disadvantage, which is rarely taken 

into account. As we saw in Case Study about women on company boards, some people argue 

Box 6.2 Prejudice and stereotyping

The following definitions come from a dictionary of HRM.

Prejudice – this means holding negative attitudes towards a particular group, and viewing all members of that group in 

a negative light, irrespective of their individual qualities and attributes. Typically we think of prejudice as being against 

a particular group based on gender, race/ethnicity, religion, disability, age and sexual orientation. However, prejudice 

extends much further and is frequently directed at other groups based on features such as accent, height, weight, hair 

colour, beards, body piercings, tattoos and clothes. It is extremely rare to find a person who is not prejudiced against 

any group – although most of us are reluctant to admit to our prejudices.

Source: Heery and Noon, 2008: 359.

Stereotyping – this is the act of judging people according to our assumptions about the group to which they belong. It 

is based on the belief that people from a specific group share similar traits and behave in a similar manner. Rather than 

looking at a person’s individual qualities, stereotyping leads us to jump to conclusions about what someone is like. This 

might act against the person concerned (negative stereotype) or in their favour (positive stereotype). For example, the 

negative stereotype of an accountant is someone who is dull, uninteresting and shy – which, of course, is a slur on all 

the exciting, adventurous accountants in the world. A positive stereotype is that accountants are intelligent, conscien-

tious and trustworthy – which is an equally inaccurate description of some of the accountants you are likely to encoun-

ter. The problem with stereotypes is that they are generalisations (so there are always exceptions) and can be based on 

ignorance and prejudice (so are often inaccurate). It is vital for managers to resist resorting to stereotyping when 

managing people; otherwise, they run the risk of treating employees unfairly and making poor-quality decisions that 

are detrimental to the organisation.

Source: Heery and Noon (2008: 443–4).
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there is a need for quotas to address the disadvantage women face in climbing the management 

hierarchy in order to compete for the board positions.

Fairness and human rights

Treating people fairly is an end in itself and it should not be seen merely as the means to an end. 

From an ethics perspective, this means taking a deontological stance where an action is not evalu-

ated in terms of its consequences but is judged in relation to the act itself. In other words, the 

everyday management processes should take into account fair treatment because this is the right 

(ethical) thing to do, not because of the benefits it brings or the absence of harm caused. This 

line of thinking is counter-intuitive to business, whereby success is measured in terms of out-

comes (reflecting a teleological ethical stance). However, the recognition by some large organisa-

tions of the importance of corporate social responsibility in relation to their public image, 

consumer taste and pressure from social movements means that adopting ethical, rights-based 

stances might be an obligation and a necessity, or might even offer commercial advantages. There 

is, of course, a sleight of hand here: arguing that fairness is a worthy ethical value only because 

of the business advantages it brings is wholly different from arguing that it is the right approach 

irrespective of any business benefits.

Limitations of the social justice argument

The social justice approach is not unified. It can be seen from the three sets of arguments in the 

previous section that there is a different emphasis in each, which can lead to different policy 

suggestions as to how organisations should address the problems of disadvantage and inequality. 

Most notably, those who favour procedural intervention to equalise opportunities tend to advo-

cate a ‘light touch’ in terms of legal regulation and best-practice guidelines, while those who focus 

on equality of outcomes advocate stronger legislation and/or more radical changes to organisa-

tional processes and practices. These types of difference in approach are returned to later in this 

chapter when examining policy choices for managers.

Critics of the social justice case tend to argue that while the pursuit of fairness is laudable, it 

is not the prime concern of organisations. The goals of managers in organisations are profit and 

efficiency, rather than morality. If social justice was to guide their decision-making, it might have 

a detrimental effect on the operation of the business and ultimately the bottom line. This line of 

argument has led to an additional rationale for equality and diversity that is usually more appeal-

ing to managers: the business case.

The business case

The second set of arguments that can be used to justify why managers should be concerned with 

eliminating disadvantage is based on making a business case. The point is that, aside from any 

concerns with social justice, fair treatment simply makes good business sense for five key 

reasons:

1. It creates a wider pool of  labour for recruitment. When managers are open-minded about 

the people they could employ for various jobs at different levels in the organisation, they will 

have a wider pool of talent from which to recruit. This is particularly important when an 

Explore Read the definitions in Box 6.2. Be honest with yourself and think about the prejudices you have 
and the stereotypes you use to categorise people. Try to think of at least two examples for each. 
(Even the most politically correct among us have deep-seated prejudices and stereotypes. By 
recognising and confronting our prejudices and stereotypes, we have a better chance of not let-
ting them influence the decisions we make.)
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organisation is attempting to secure scarce resources, such as employees with specific skills 

or experience.

2. It is a more effective use of  human resources. If managers discriminate on the basis of sex, 

race/ethnicity, disability and so on, they run the risk of neglecting or overlooking talented 

employees. The consequence is that the organisation fails to maximise its full human resource 

potential and valuable resources are wasted through either under-utilising the competences 

of existing employees, or losing disgruntled, talented staff to other organisations. These 

considerations are vital for effective talent management (see Chapter 5).

3. It provides more opportunity for innovation. The greater the range of employees from dif-

ferent backgrounds and with different perspectives, the greater the opportunity for the devel-

opment of new ideas about products, services, ways of working and problem-solving. This 

might help place an organisation at the cutting edge within its industry and help generate a 

creative and vibrant working environment/culture.

4. It leads to a wider customer base. An organisation with a diverse workforce might be in a better 

position to identify and exploit new market opportunities and attract new customers –  

which of course links in with the previous point about being innovative. In addition, increas-

ing the diversity of the workforce might also lead to new customers for the existing products 

or services particularly where there are face-to-face sales interactions that benefit from empa-

thy with the customers.

5. It leads to a positive organisation image. If there is a clear statement of the organisation’s 

commitment to fair treatment, backed by meaningful practices that result in a diverse work-

force, managers will be able to project a positive image of the organisation to customers, 

suppliers and potential employees – so could be helpful in terms of employer branding 

(see Chapter 5). It will also contribute to the corporate social responsibility agenda that an 

organisation might have, and thereby help improve the public perception of the organisation. 

Within the organisation, it might increase employee commitment and retention because if 

employees find that their organisation genuinely values and rewards ability and talent, then 

they are less likely to seek opportunities elsewhere.

Limitations of the business case arguments

Cunningham and James (2001) found that line managers often justified their decision not to 

employ disabled people on the grounds that the necessary workplace adjustments would eat 

into their operating budgets. Indeed, equality and diversity initiatives often have a cost associ-

ated with them, the recovery of which cannot always be easily measured and might only be 

realised in the long term. The danger (highlighted by commentators such as Dickens, 1994, 

2000; and Webb, 1997) is that such initiatives can only be justified as long as they contribute to 

profit. For example, in Webb’s (1997) case study of an international computing systems manu-

facturer, the corporate philosophy was to encourage employee diversity to bring in new ideas, 

meet customer needs and achieve success in the global marketplace. However, at divisional level 

in the UK, the requests from women for childcare provision and flexible hours were rejected on 

the basis that these would adversely affect profitability. Furthermore, although managerial 

opportunities were open to women, this was clearly on men’s terms, as Webb (1997: 165) 

explains:

Women graduate engineers are aware that they have to fit in as ‘one of the boys’ and, however 

supportive the line manager, these are all men: ‘I think the difficulty is still being able to sit 

down, map out your career and possibly say that at a certain time you many well wish to have 

a family.’ (graduate sales rep.) . . . Even for those willing to adopt male work norms, the 

corporate orientation to innovation and change means that the uncertainties experienced by 

managers are likely to result in the continuing exclusion of women, who continue to be 

regarded as a riskier bet than men.
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This type of problem is common and is expressed vividly by Liff and Wajcman (1996: 89) in the 

following quote:

Managers’ perceptions of job requirements and procedures for assessing merit have been 

shown to be saturated with gendered assumptions. . . . Feminists can argue (as they have for 

years) that not all women get pregnant, but it seems unlikely that this will stop managers 

thinking, ‘Yes, but no men will.’

A further problem concerns measuring the effects of extending opportunities. The underlying 

assumption is that all initiatives will have a positive effect on business (hence they make good 

business sense). But this logic requires that they are subsequently measured and evaluated to 

assess their effects. Two difficulties arise:

1. Finding a meaningful measure. In some instances, this is feasible. For example, it would be 

possible to recruit more salespeople from a particular ethnic group in order to increase sales 

to customers from the same ethnic group, and in this case appropriate measures would be 

the number and value of sales and the number of customers. However, in other instances, 

measurement is very difficult or impossible. For example, how would you measure the impact 

of diversity-awareness training? Or the effects of flexible working arrangements? In both 

cases, it might be possible to measure the effects in terms of attitudes or changes in perfor-

mance, but it would be more difficult to attribute these solely to the specific initiatives.

2. Measuring in the short term. In many instances, the full effects of an equality or diversity 

initiative would only be realised in the long term. For many managers within organisations, 

this would be a disincentive to invest in such initiatives, particularly if the performance of 

their department was measured in the short term. Moreover, it would be an even greater 

disincentive to invest if the manager’s salary or bonus was affected by the short-term perfor-

mance of their department.

Overall, the business case argument can make an impact – for example, in circumstances of skills 

shortages, needs for particular types of employees, or local labour market conditions – but this 

is likely to be variable and patchy. As Dickens (1999: 10) states:

The contingent and variable nature of the business case can be seen in the fact that business 

case arguments have greater salience for some organisations than others. . . . The appeal of 

a particular business case argument can also vary over time as labour or product markets 

change, giving rise to ‘fair weather’ equality action.

In summary, there are three sets of problems associated with the business case.

● There will not always be a business case for equality and diversity initiatives because it depends 

on the particular circumstances of the organisation.

● The business case might be difficult to prove (in quantitative terms), even if  it seems 

persuasive.

● Even if there is a business case that can be proven at a given time, circumstances change (not 

least economic ones) so the particular business case might cease to have relevance.

By contrast, the social justice case applies to all organisations, does not require proof (as it is 

based on a universal principle) and is far more resilient because it is not affected by the vagaries 

of the market (see Noon, 2007).

Explore A New York patisserie owner told a job applicant, ‘I can’t hire you because you’re black’. The owner 
explained that she wouldn’t be a good fit for the ‘counter girl’ position in the French-style patisserie 
because black workers in the front of the store would scare away customers. Then the applicant 
was told to look at the pictures hanging around the bakery; they were all of white people.

➨
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Justice and business sense

As you might have realised, the two sets of arguments are not necessarily mutually exclusive. 

Indeed, it is feasible and practical for managers to use both sets to justify equality or diversity 

initiatives in their organisations. By stressing both arguments, there is more chance of gaining 

commitment to equality and diversity from a wider group of people. It does not really matter 

whether a manager is committed to equality for reasons of justice or because of a compelling 

business case – it is the fact that they are committed that counts. Of course, this is not quite as 

simple in practice, because once commitment has been gained there is then the question of how 

to deal with the problems of discrimination. A starting point is to identify the underlying causes 

of the discrimination, inequality or lack of diversity.

What are the embedded and deep-rooted causes of the problems of 
equality and diversity within an organisation?

Institutional discrimination

One of the key issues that managers must face is whether their organisations operate in ways 

that are fundamentally discriminatory. This is sometimes referred to as institutional racism, 

institutional sexism, institutional homophobia and so on. The term means that discrimination 

is deep-rooted in the processes and culture of an organisation, and cannot simply be explained 

as the actions of individuals who are blatantly prejudiced against particular groups. The dis-

crimination might be intentional – for example, a promotion process might be known by manag-

ers to favour men over women, but no one challenges it or wishes to improve it. Equally, the 

discrimination might be unintentional – for example, the managers simply do not realise that 

holding team-building meetings in the pub after work might be disadvantageous for employees 

with young families and may conflict with some religious beliefs. Moreover, managers might be 

completely unaware of their own deep-rooted attitudes and preferences which are influencing 

them to make biased decisions in favour of some groups and against others (see Box 6.3).

Examples of processes that are sometimes described as evidence of institutional discrimina-

tion are:

● word-of-mouth methods for recruitment;

● dress codes that prevent people from practising their religious beliefs;

● promotions based on informal recommendations, rather than open competition;

● informal assessments rather than formal appraisals;

The owner said that the applicant would be hired if there were a job open in the kitchen, where 
no one would see her, and suggested applying for a job at another local bakery where bosses 
wouldn’t care what the workers look like.

After an investigation and a trial, the bakery was fined $25,000 for racial and gender 
discrimination.

Source: Based on a report in the New York Daily News, 29 September 2013.

● Evaluate this case from (a) the perspective of the owner and (b) the perspective of the 
applicant.

● What arguments could you make to persuade the owner to take a different approach to recruit-
ment in the future?
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● assumptions about training capabilities;

● assumptions about language difficulties and attitudes.

Often these types of process are not recognised as being discriminatory and have been in opera-

tion for many years. It is only when an organisation is faced with a legal challenge that such 

practices are seen to be having a discriminatory impact. HR managers should regularly scrutinise 

organisational procedures, and collect and analyse data on the demographic profile of the dif-

ferent levels in the hierarchy, types of job, locations of work and particularly in the different 

formal processes, such as recruitment, selection, appraisal, promotion, training and discipline.

Institutional discrimination can be perpetuated through some workplace cultures when they 

have the effect of excluding people from particular social groups by making them feel unwelcome 

or uncomfortable. This is a key issue for managers because organisations might have cultures 

that are long established and deeply embedded. An interesting review of the way organisational 

cultures can marginalise social groups is provided by Kirton and Greene (2005: 83–109). Most 

notable among their conclusions are the following points:

● Organisational cultures are infused with gendered meanings, which are often unarticulated 

and thus rendered invisible. The gendered hierarchy is an example, as are various unwritten 

codes, rules, customs and habits that guide gendered behaviour and underpin expectations of 

organisational members.

● Sexual harassment and the use of sexual humour are pervasive and the outcome of workplace 

gendered social relations, which are powerful mechanisms for the control and subordination 

of women.

● Stereotypes (based on gender, race, disability, sexual orientation and age) are reinforced 

through jokes and humour, leading to negative organisational experiences for some people.

● Non-disabled people’s lack of contact with disability reinforces their fear and ignorance sur-

rounding the issue.

● Employer ageism is often mediated by other factors, particular gender.

Box 6.3 Probing prejudice

Every day David Amodio comes face to face with prejudice – not in the form of insults and put-downs, but as hotspots 
and squiggles on PC screens depicting the brain behaviour of people showing pictures of strangers from other racial 
groups.

Professor Amodio, who teaches at New York University, is a pioneer of social neuroscience, an interdisciplinary 
field that explores the neural reactions underlying phenomena such as motivation, prejudice and cooperation. . . .

Some management experts believe such scientific exploration of the brain is helpful to businesses. . . .
Employers from banks to IT companies have been calling in academics and coaches to talk about its implications 

for the world of work.
By probing the neural roots of behaviour that psychologists have puzzled over, neuroscience may help to solve 

conundrums such as why many companies still struggle to create socially and ethnically diverse workplaces even 
though they profess equal opportunity.

At Prof Amodio’s NYU, volunteers wearing scalp sensors took part in experiments assessing their susceptibility to 
stereotyping others. Those who turned out to be fairly unprejudiced showed greater electrical activity in brain regions 
associated with self-control, suggesting they were working hard to stay focused on the task and respond impartially.

This suggests that the brain can apply a conscious override to knee-jerk bias. Other experiments measuring threat 
responses in the brain agree with the idea that while we may instinctively mistrust ‘difference’, the brain’s neocortex – 
which evolved as primate social networks became more complex – has mechanisms to keep prejudice at bay. ‘Though 
we may have unconscious prejudices, we can be adept at regulating our behaviour’, says Prof Amodio.

➨
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Two problems with institutional discrimination

The first problem is inertia. Even when institutional discrimination has been identified there is 

no incentive to make changes because those people in positions of influence have benefited (and 

continue to benefit) from the system. Furthermore, those people most likely to change policies 

within the organisation (the ‘victims’ of discrimination) are denied access to decision-making 

processes.

The second problem is with the concept of institutional discrimination itself. Some critics 

argue that it can lead to a tendency to blame ‘the system’, rather than focusing on the people 

who shape and sustain the system. In some circumstances, this can be helpful, because by remov-

ing blame from individuals it might be easier to encourage action to address the problem. In other 

circumstances, it can result in nothing being done, because no one is deemed responsible or held 

accountable.

Such research could provide pointers for employers. For example, if prejudice is partly innate, encouraging manag-
ers to spot their prejudices and work around them may be more effective than repeating the mantra that prejudice 
is wrong.

Such an approach might have helped Zillah Byng-Maddick, chief financial officer at Future Publishing. At a past 
employer, she confronted a personal prejudice in the shape of a well-qualified but obese interviewee. Try as she might, 
she could not silence the thought that overweight people are lazy. ‘I kept saying to myself, listen to what they have to 
say . . . but I couldn’t get past their weight’.

Her response was probably doomed to fail. ‘Trying to suppress a bias usually backfires, because it keeps you think-
ing about the bias all the more’, says Prof Amodio. However, her current approach to talk first by phone, so that her 
first impressions were unaffected by looks’, he says, ‘is spot on’.

Source: Abridged from ‘Brain science fires up the neurons of managers’ by Alicia Clegg, Financial Times, London, 13 May 2014, p. 12.

Explore The concept of unconscious bias has become very popular among HR professionals. Based on 
neuroscience (see Box 6. 3), it suggests that bias is deep-rooted and so everyone has preferences 
and prejudices that they are not necessarily aware of. By becoming aware of these biases manag-
ers have a better chance of keeping them in check, and therefore an increased likelihood of not 
relying on them as lazy shortcuts when making decisions about individuals.

One way of measuring the biases is by exploring our implicit attitudes. These are attitudes and 
beliefs that people are unable to report (because they are not aware of them) or unwilling to 
report (because they believe it would not be socially acceptable or appropriate to do so). Psy-
chologists have devised methods of revealing these hidden attitudes through various techniques, 
in particular implicit association tests.

Your task is to check out your own preferences by taking one of the implicit association tests 
run from Harvard University’s ‘Project Implicit’, which explores global social attitudes. Use this link 
(https://implicit.harvard.edu/implicit/), continue as a guest by choosing your country and lan-
guage, then select one of the demonstration tests (choose the one that most interests you). At the 
end of the test you get a profile of your preferences. When you have completed the test, reflect 
on these questions.

● How did your result make you feel?

● Are you likely to change your behaviour in the light of the result of the test? If so, in what ways?

● How useful might it be for all managers to take a test like this?

https://implicit.harvard.edu/implicit
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In defence of the concept of institutional discrimination, it can be argued that it alerts people to 

the way that the fundamental structures and processes can be detrimental to equality and diversity, 

and that unless action is taken to address these fundamentals, nothing will improve. This is an 

important point, because it suggests that in many instances the drive to equality and diversity requires 

some radical changes, rather than just equality/diversity statements and positive action initiatives.

Key controversy

If an organisation is institutionally racist, does it mean that no one is to blame for what has gone on, or that everyone 
is to blame for not caring and not bothering to look more closely?

Using equality and diversity policies to deal with the problems

If the issue of disadvantage is to be addressed in a systemic and consistent way within an organi-

sation, then it is essential to have an overall policy that guides decision-making and action. 

Increasingly, such policies are being created, although the terminology differs from organisation 

to organisation: some call them equal opportunity policies, others diversity policies, and more 

recently the term ‘inclusion’ is being used (see Oswick and Noon, 2014). To complicate matters 

further, some organisations blend all three terms. The rationale for the adoption of policies can 

be based on a mix of justice and business sense arguments, as was noted earlier. The EHRC in 

the UK recommends that all organisations have an equality policy, as well as putting in place 

effective methods of ensuring that the policy is actually put into practice.

The form of equality policies varies between organisations, and Table 6.1 shows how organisa-

tions might be categorised according to the extent to which they are actively engaging with 

equality issues. At one extreme are those organisations that do the absolute minimum – barely 

meeting the legal requirements – and at the other extreme are those fully committed to an equal-

ity/diversity agenda.

One particular technique recommended by advocates of equality and diversity as a way of 

embedding policy is ‘discrimination proofing’ the organisation. This entails auditing the HR 

processes to assess the potential areas where unfair practice might occur. The identification of 

The negative organisation Has no equal opportunity policy
Makes no claims of being an equal opportunity employer
Might not be complying with the law

The minimalist organisation Claims to be an equal opportunity employer
Has no written equal opportunity policy
Has no procedure or initiatives, but will react to claims of 
discrimination as they arise

The compliant organisation Has a written equal opportunity policy
Has procedures and initiatives in place to comply with some 
aspects of good practice recommendations

The proactive organisation Has a written policy backed up with procedures and initiatives
Monitors the outcomes of initiatives to assess their impact
Promotes equality using a full set of good practice guidelines, and 
might even go beyond these

Source: Based on Healy (1993) and Kirton and Greene (2005).

Table 6.1  Types of equal opportunity organisation
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unfairness might signal the absence of clear policy or procedures, or the failure of existing pro-

cedures, often through a managerial lack of knowledge or training. The purpose of such an 

exercise is to identify the areas of vulnerability and to take action to make improvements where 

they carry an unacceptable level of risk.

Explore Thinking about categorising equality approaches, look at Table 6.1.

● In which category would you place the organisation where you study and where you work (or 
have previously worked)?

● Explain your reasoning.

Two key components: Positive action and equality monitoring

To ensure the effectiveness of equal and diversity policies, there need to be positive action initia-

tives and effective equality monitoring in place. These two components are a feature of those 

organisations with a ‘proactive’ approach to equality and diversity.

Positive action

Positive action means more specific initiatives designed to compensate for present or past disad-

vantages that have been caused by unfair discrimination. Typically, positive action initiatives 

encourage under-represented groups to apply for jobs or promotion within the organisation. 

Positive action might also be concerned with making changes to working arrangements to 

encourage the retention of employees by making the workplace more suited to the needs they 

have that differ from the majority of employees. Here are a few examples of the type of initiatives 

that could be described as ‘positive action’:

● launching a recruitment campaign in specific locations known to have a high density of ethnic 

minorities;

● ensuring company social events, where partners are invited, include same-sex partners;

● introducing a vocational training scheme open only to employees aged 55 or over;

● adapting the uniform or dress code requirements to take into account religious 

requirements;

● introducing flexible working hours to accommodate family needs;

● providing a sign language interpreter for a training course.

You will encounter other examples of positive action throughout the chapter, and there will be 

some subtle distinctions made between different types of positive action. There is one important 

distinction that must be made: positive action is not the same as ‘positive discrimination’. The 

latter means the preferential treatment of a person because of their sex, ethnicity, age and so 

forth, and this is unlawful under most discrimination law within Europe. For example, imagine 

that a school had no black or Asian teachers, so the governing body decided to shortlist only 

ethnic minority candidates for the next teaching post that became available. This would be posi-

tive discrimination and is unlawful because the candidates have been shortlisted due to their 

ethnicity, not due to their skills, experience, qualifications, and so on (see Box 6.4 for a discussion 

on positive discrimination). On the other hand, an entirely lawful positive action initiative would 

be for the school to state on the advert that ‘applications from ethnic minorities would be par-

ticularly welcome’; and this could result in a preponderance of applications from black and Asian 

candidates with stronger CVs than white applicants and consequently perhaps a shortlist com-

posed exclusively of candidates from ethnic minority backgrounds.
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Box 6.4 Time to rethink positive discrimination?

I have made arguments in favour of adopting some forms of positive discrimination in two journal articles (Noon, 
2010, 2012). My view is that positive discrimination is often misunderstood because it is often assumed to be simply 
about quotas, when in fact it can take different forms. There are typically four main objections made by people who 
criticise the idea of positive discrimination: it fails to select the ‘best’ candidate; it undermines meritocracy; it has a 
negative impact on the beneficiaries; and it leads to the injustice of reverse discrimination. In the articles, I argue that 
it is possible to logically challenge each of these criticisms. The extract below is the challenge I make to the second 
of these criticisms, namely that positive discrimination undermines meritocracy. My argument is that meritocracy is 
not as prevalent, objective or fair as we are sometimes led to believe.

The issue of meritocracy raised by the critics is frequently an appeal to principles of economic individualism. Typically 

it finds an expression among those who argue for non-interventionary approaches to securing equality. For example, 

the head of diversity at PricewaterhouseCoopers stated, ‘It makes commercial sense to create an environment where 

meritocracy prevails. Anything other than this is de-motivating for everyone and productivity will inevitably drop.’ 

Hilpern, 2007: 13.

There are at least four challenges that can be made to the veracity of statements such as this:

1 It might not be in the interests of managers to ensure meritocracy due to internal politics, and might not be possible 

due to well-known processes that influence the selection of candidates (e.g. stereotyping, halo/horns effects, crony-

ism and ‘old boys’ network’).

2 If it is a superior business model that produces greater advantages of productivity and commitment, then why are 

not all companies following it?

3 It is difficult to prove quantitatively the commercial advantages.

4 There is a contingent nature to these advantages: in some instances there will be a business case for meritocracy, 

while in other instances it might be to a business’s advantage to discriminate unfairly (Dickens, 1994; Noon, 2007).

An additional problem is that the concept of merit is not as value neutral as it might first appear. How is merit to be 

measured? Should it be focused on talent and ability, or should it also reflect effort and achievement? If elements of 

the latter category were included then merit would recognise personal achievements against the odds; for example, 

someone from an underprivileged background, state schooling and a low ranking university might be more meritori-

ous than a middle-class person from a private school and a top university, even if the latter had better 

qualifications.

Objections based on the principle of merit can of course be used to disguise prejudicial views about certain 

groups being unable or unsuitable to perform certain work. The view promulgated is that some social groups fail 

due to inability (typically a biological essentialist perspective) or personal choice (typically a preference theory 

perspective), but such arguments surface even in the absence of positive discrimination initiatives; in other words, 

positive discrimination does not cause those views to be held, rather it provides the excuse for them to be 

expressed.. . . 

An observation made by Reyna et al. (2005) is that both opponents and supporters of US initiatives designed to 

redress disadvantages in access to college, jobs or promotions (sometimes called affirmative action programmes) claim 

the principle of merit to be their main concern in taking their stance. Opponents argue that it infringes merit by giving 

preferential treatment based on social group characteristics (sex, race, etc.) while supporters argue that only by taking 

these characteristics into consideration can a truly meritocratic process be ensured. Overturning the notion of meri-

tocracy produces an uncomfortable alternative proposition for the advantaged group: that meritocracy is not the 

prevalent norm and so, logically, some people in the advantaged group do not deserve to be in their jobs. Intuitively 

people may know this proposition to be plausible – most people are able to point to instances of favouritism, cronyism, 

nepotism and the like – but the issue is how widespread this is believed to be. People are unlikely to argue that their 

own position was gained through a non-meritocratic process, even though they might claim this is the case for their 

superordinates or their co-workers.

Source: Abridged from pp. 733–34 of Noon, M. (2010), ‘The shackled runner: Time to rethink positive discrimination?’, Work, Employment and 
Society, 24, 4: 733–41.
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There is sometimes a fine line that distinguishes positive action from positive discrimination, but 

it should be drawn where the initiative goes beyond encouragement and persuasion. In other 

words, if an initiative means that a person is selected primarily because of their ethnicity, sex, 

age, religion, sexual orientation, and so on, then this is likely to be unlawful positive discrimina-

tion. But the boundary is far from clear. In France, the positive action on disability is more like 

positive discrimination because there is a requirement for 6 per cent of the workforce to be disa-

bled – and similar quota-based systems (or quota-levy systems where employers can opt out 

through paying a tax to a special fund) operate in countries as diverse as Japan, Venezuela, Poland 

and Austria. In the UK, the disability discrimination legislation allows employers to discriminate 

in favour of individuals because of their disability; indeed, there is no legal protection for some-

one to claim that they have been treated unfairly because they are not disabled. There are also 

some other exceptions (see Box 6.5) and in the UK employers are allowed to take into account 

protected characteristics in the selection and promotion when making a decision between can-

didates that are equally qualified for the job. This ‘tie break’ clause was introduced (to the 

indignation of much of the UK media) by the Equality Act 2010, and, although it is clearly stated 

to be a form of positive action, it reveals just how blurred the boundary between positive action 

and positive discrimination can become.

Box 6.5 Lawful ‘positive discrimination’ in the UK

There are some exceptional circumstances where an organisation can claim there is an ‘occupational requirement’ 
explicitly to take into account one of the characteristics; for example, considerations of privacy or decency mean that 
the managers of a gym could require the changing room attendant to be the same sex as those using the facilities, or 
an advertising agency can interview only people with disabilities for a photo-shoot for a disability charity’s publicity 
campaign. The organisation must show that the requirement is really genuine for commercial or operating purposes, 
so, for example, it would be difficult for a games software company to require all of its game developers to be under 
the age of 25 or for even a Catholic school to require all staff to be practising Catholics.

Questions

Decide in each of the three cases below whether the action is likely to be lawful and explain your reasoning.

(a) The film-makers who create the Bond movies need to find a new James Bond because the current actor no longer 
wishes to continue in the role. When looking for someone to take the role, can they lawfully restrict their search 
to white, able-bodied, male actors?

(b) A charity has been set up to support women who have been the victims of rape. The managers want to employ 
counsellors to help the women come to terms with their ordeal. Can they lawfully advertise only for women 
counsellors?

(c) A bar owner employs only staff only in their 20s and 30s because she argues that older employees would put off 
her clientele. Is she acting lawfully?

Key controversy

The progress to equality at work for some groups has been slow and inadequate. Isn’t it about time we faced up to 
the reality that radical change can only take place through positive discrimination? And does it matter that white, 
male, able-bodied, heterosexual men will have to give up the privileges and advantages they have enjoyed for 
decades?
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Understandably, the distinction between positive action and positive discrimination is often mis-

understood. This means that completely lawful positive action is sometimes misconstrued in the 

media and in blogs, and is frequently disparaged as being positive discrimination – usually fol-

lowed with the words, ‘It’s political correctness gone mad’! But, setting this confusion aside, 

lawful positive action initiatives are frequently met with disapproval from those who will not 

benefit from them. So a recruitment campaign targeted at attracting women into a male-domi-

nated workplace will often be questioned by the men who see no need for change. However, if 

those who are openly hostile or resistant to the action are told what the social and organisational 

benefits are, they might moderate their position. Important in this respect is the production of 

the argument and evidence of the need for a change. As was noted earlier, business case argu-

ments can sometimes be used to convince sceptics that equality of opportunity needs to be 

addressed. In addition, the collection of data (particularly statistical information) is important 

not only for demonstrating current inequalities, but also as a tool for evaluating the effects of 

any positive action initiatives – and hence assessing their worth. The process of systematic data 

collection is called equality monitoring.

Equality monitoring

One of the key ways of helping to ensure the effectiveness of policies is through the use of 

equality monitoring. This is a process of systematically collecting and analysing data on the 

composition of the workforce, particularly with regard to recruitment and promotion. The 

rationale behind monitoring is that it is impossible for managers to make an assessment of 

what action to take (if  any) unless they are aware of the current situation. Of course, the sup-

position behind this is that managers might want to take action – but if  this is not the case, 

then logically managers might not see the value in collecting the data in the first place. There-

fore, equality monitoring has both advocates and detractors who marshal different arguments 

to justify their position; these are summarised in Table 6.2. Once again there is also variation 

in practice, depending on the national context. For example, in France, it is unlawful for data 

to be collected on the ethnic composition of the workforce, because this contravenes French 

policy on ethnic integration. By contrast, in the UK, public authorities now have a legal require-

ment to collect ethnic monitoring data on staff in post, applications for employment, promo-

tion and training, and then to analyse these data and act upon any evidence of unfairness or 

disadvantage.

The case in favour of equal opportunities monitoring The case against equal opportunities monitoring

It allows managers to demonstrate what is being done and 
identify particular problem areas so they can take action

It stirs up trouble and discontent, and can create problems 
that would otherwise not arise

It encourages managers to think creatively about positive 
action initiatives

It puts undue pressure on managers, and might encourage 
them to lower standards or appoint for the wrong reasons

It removes the need for stronger legislation, such as quotas 
(positive discrimination)

It is positive discrimination ‘by the back door’

The data can be kept confidential, just like any other 
information

It is an invasion of privacy and open to abuse

It provides useful information to help management 
decision-making

It creates the requirement to collect information that is 
unnecessary

Organisations conducting their activities in line with the 
legal requirements have nothing to fear

Organisations with no problems regarding equal opportunities 
do not need this burdensome bureaucratic mechanism

The costs are modest It is an unnecessary expenditure

It is good business practice The business should focus on its commercial activities

Table 6.2  The arguments for and against monitoring
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Criticism of equality and diversity policies

Naturally, there are some criticisms of equality and diversity policies. The first is that the policies 

are sometimes not worth the paper they are written on. Just because an organisation has a policy 

does not mean that the policy is effective. Indeed, research has found that in the majority of cases 

equality and diversity policies are not backed up with equality practices, so they lack substance 

and have little impact in ensuring that equality of opportunity prevails (Hoque and Noon, 2004). 

It might further be argued that in some organisations managers want to present the positive 

image of being aware of equality concerns, but do not wish to introduce procedures or initiatives 

that might (in their opinion) constrain or limit their decisions about whom to appoint, train, 

promote and so on. However, when policies are backed up with strong equality practices, they 

can be very effective in ensuring equal treatment (Noon and Hoque, 2001).

A second criticism is that formal policies do not prevent managers from finding ways of evad-

ing or distorting the procedures. A particularly vivid example is from Liff and Dale’s (1994) case 

study of a UK local government authority. A black woman on a clerical grade was told that she 

needed to get a professional qualification if she wanted promotion. She obtained the qualifica-

tion, then ‘she was turned down again, this time in favour of a white woman without qualifica-

tion: a decision justified [by the managers] on the grounds of “positive action”’ (p. 187). In 

another study (Collinson et al., 1990) even the personnel/HR managers, who are supposedly the 

guardians and promoters of good practice, were colluding with line managers to avoid equal 

opportunity guidelines.

A third criticism is that, even where managers are working within the procedures, there is a 

huge amount of informal practice and discretion that means unfair treatment can persist. In the 

following quote, Liff (2003: 434) gives examples from two key studies that were among the first 

to explain how this might occur during selection interviewing:

Collinson et al. (1990), during detailed observation of interviews, found that managers used 

different (gender-based) criteria to assess whether applicants were able to meet the job 

requirements. For example, a form of behaviour described as ‘showing initiative’ and assessed 

as desirable when demonstrated by a male applicant, in a woman applicant was seen as 

‘pushy’ and undesirable. Similarly Curran (1988: 344) showed that managers often found it 

hard to separate the assessment of a characteristic such as leadership from the concept of 

masculinity, or a ‘requirement for a pleasant personality and one for a pretty girl with a smile’. 

What is important about these findings is that they show that for some managers at least, 

gender becomes part of their assessment of suitability criteria. . . . Such findings also reduce 

the force of the prescriptive advice to excluded groups that they can succeed simply by gaining 

the necessary skills and demonstrating their ability at job-related tasks.

A recent theorisation (Noon et al. 2013) suggests that too much formalisation can result in the 

somewhat ironic situation of fairness being undermined not by managers’ evasion of procedures, 

but by managers’ compliance with procedures. There are three types of behaviour that, by stick-

ing closely to the rules and procedures, mean effective equality and diversity outcomes are cir-

cumvented in the selection process. To quote the authors:

The first type can be best described as ‘robotic’, because managers were operating at an 

unquestioning level of compliance in order to get the process done, strictly in line with pro-

tocol, for instrumental reasons. The second type can be called ‘defensive’, and arises from a 

fear of getting the process wrong. It represents the scrupulous adherence to procedure for 

self-protection, even in the belief that such adherence would not select the best candidate. 

The third type can be described as ‘malicious’. It involves sticking closely to the rules in the 

knowledge that this provides the cover under which discriminatory decisions can be made 

and, as we have seen, may involve the collusion of interviewers’ ratings. Moreover, such col-

lusion may be seen as a means of undermining an imposed system or indeed a form of resist-

ance to equality itself. (Noon et al., 2013: 344)
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Devising equality and diversity policies

It has been noted above that equality and diversity policies are seen as desirable and that recom-

mendations are often made to organisations about how to frame such policies. Ultimately, how-

ever, it is up to the decision-makers within organisations to choose the form and content of their 

policies – although there will be certain legal requirements within which they are expected to 

operate.

When formulating policy, managers are faced with addressing the key question of how to 

treat people at work in order to ensure fairness. Or, to express this more specifically: to ensure 

fairness, should managers ignore the differences between people and treat them the same, or 

should managers acknowledge differences and treat people differently? The way the question is 

answered will determine the types of policies and initiatives that can be implemented. To help 

explain this, Figure  6.1 categorises the perspectives and the sections below analyse each 

category.

The sameness perspective

A word of warning is needed here. This concept of ‘sameness’ acknowledges genuine differences 

between people, but suggests that attributes such as intelligence, potential to develop skills, 

values, emotions and so forth are distributed evenly across different social groups. Consequently, 

it is argued that any differences between people on these attributes are not determined by their 

gender, ethnicity, age, sexual orientation and so forth, but arise from their upbringing, experi-

ences, socialisation and other contextual factors. Therefore, the important guiding principle for 

managers is that people should be treated equally regardless of their sex, ethnic group, age and 

so forth.

Explore To what extent do the criticisms outlined above apply to the equality and diversity policy in your 
own organisation?

Figure 6.1  The perspectives of ‘sameness’ and ‘difference’.
Source: Adapted from Noon and Blyton (2007).
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Below are a few examples of the kinds of practice that this perspective might lead organisa-

tions to adopt:

● Ensure that age is not used as a criterion to decide whether an employee is suitable for 

training.

● Ensure that the same questions are asked of men and women during selection interviews.

● Ensure that gender-specific language does not appear in job adverts, job descriptions and other 

organisation documents.

● Ensure that part-time working opportunities are available to men and women.

● Ensure that any company benefits (e.g. pensions, insurance rights and health scheme subsi-

dies) are available to partners of non-married couples and same-sex partners.

● Ensure the same pay for the same job.

● Ensure that the rules regarding the display of religious symbols apply to all employees regard-

less of their religion or beliefs.

The guiding policy behind these types of initiative is equal treatment. Obviously, any such 

organisational initiative is influenced by the legal context in which the organisation is based. 

There is likely to be legislation that requires organisations to undertake some actions. For 

instance, in the UK, the legislation sets some of the parameters in the recruitment process (see 

Chapter  4), in terms and conditions of  employment (Chapter  10) and in reward systems 

(Chapter 13).

Explore ● Draw up a list of the initiatives designed to address equality and diversity in your organisation 
(if you work full-time or part-time) or in an organisation with which you are familiar (if you are 
a full-time student). Your list does not need to be exhaustive, but try to include initiatives 
additional to the examples already given.

● Which of the initiatives have arisen because of legal requirements and which have been intro-
duced out of choice (i.e. voluntarily)?

● Select one or two of those initiatives that have been introduced voluntarily and assess the 
influences that led to the initiatives being adopted. These could be internal or external 
pressures.

Limitation of the sameness approach

There is a substantial problem with this sameness approach. It assumes that disadvantage arises 

because people are not treated the same. While this is sometimes the case, disadvantage can also 

arise due to treating people the same when their differences ought to be considered. This is elo-

quently summed up by Liff and Wajcman (1996: 81) in relation to gender:

All policies based on same/equal treatment require women to deny, or attempt to minimize, 

differences between themselves and men as the price of equality. This, it is suggested, is 

neither feasible nor desirable. Such an approach can never adequately take account of 

problems arising from, say, women’s domestic responsibilities or their educational disad-

vantage. Nor does it take account of those who want to spend time with their children 

without this costing them advancement at work. Sameness is being judged against a norm 

of male characteristics and behaviour . . . [The sameness approach to equal opportunities 

takes] an over-simplistic view both of the problem of inequality (seeing it as a managerial 

failure to treat like as like) and its solution (‘equality ’ can be achieved by treating women 

the same as men).
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The difference perspective

The ‘difference’ perspective assumes that key differences exist between people and that these 

should be taken into account when managers are making decisions. Ignoring such differences can 

lead to people being disadvantaged.

Again there is a word of warning. There are two branches of this perspective: the collectivist 

branch and the individualist branch. This conceptual distinction must be made because each 

branch leads to different conclusions about the appropriate policy to put into place.

The collectivist branch

This approach argues that the differences between people are associated with the social groups to 

which a person belongs (based on gender, ethnicity, disability, etc.). For example, as the earlier 

quote from Liff and Wajcman (1996) underlines, women’s domestic responsibilities are different 

in general from those of men – most notably in the time spent on childcare – so to ignore this dif-

ference will disadvantage women. In practical terms, it means that two candidates (one male, the 

other female) might be of the same age and both have children, but the female candidate is likely 

to have less direct work experience because she has had to take time out to have children and might 

have chosen to take extended maternity leave. By ignoring the differences associated with child-

birth and childcare, the woman might appear a weaker candidate; by recognising the differences, 

the woman’s achievements within her more restricted periods of employment can be assessed.

The collectivist branch therefore argues that differences between social groups exist and 

should be considered in relation to ensuring fairness at work. This means that it might be relevant 

to introduce practices that are based on recognising differences between social groups, rather 

than ignoring differences. The following are some examples of the types of initiative that might 

arise from taking this collectivist difference perspective:

● single-sex training schemes (developing skills to allow access to a wide range of jobs);

● payment for jobs based on principles of equal value (see also Chapter 13);

● job advertisements aimed at encouraging applications from under-represented groups;

Explore In terms of the paradox of treating people differently to ensure equality, imagine you were to ask 
someone who has not studied HRM this question: ‘If a manager wants to ensure equality of oppor-

tunity should he or she treat job applicants the same or differently’?

The person would very likely reply: ‘Treat everyone the same’. This tends to be the ‘common 
sense’ view. Imagine then you asked: ‘So does this mean that if someone in a wheelchair applied 
for an office job in a building with no lift then the manager should expect them to walk up a flight 
of stairs to the second floor interview room’? You are likely to get an answer like this: ‘No, of course 
not! The interview could be held in another room’.

You could then point out the apparent inconsistency in their position by asking, somewhat 
provocatively: ‘So are you saying people should be treated the same or treated differently’?

Assuming the person still wanted to talk with you, he or she might point out that there always 
need to be exceptions. Such an answer would be significant because it shows that they are accept-
ing an incredibly important logical principle: that fairness can be achieved sometimes by treating 
people the same and sometimes only by treating people differently, depending on the circum-
stances. Based on this principle, equality laws tend to start with the requirement that everyone 
should be treated the same (irrespective of sex, race, religion, etc.) and then the laws go on to 
define the exceptions to this general requirement – in other words, conditions under which dif-
ferent treatment is allowed or required in order to ensure that particular groups are not put at a 
disadvantage. You might also recognise this as the principle underlying the distinction behind 
direct and indirect discrimination, discussed above.

Now try the question out on a real person.
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● reassessment of job requirements to open opportunities up to a wider range of people;

● choice of food in the workplace cafeteria that reflects different cultural needs.

The guiding policy behind these types of positive action initiative is special treatment according 

to social group membership. There is a wide range of such initiatives, and the legal context must 

be taken into account because some principles, such as ‘equal value’, might be a legal requirement 

for all organisations, while others are left entirely to the discretion of managers.

The general policy of special treatment offers a persuasive approach because it recognises that 

disadvantage is often an intrinsic part of existing organisational structures, practices and culture – see 

the section above on institutional discrimination. Simply adopting a policy of same treatment 

would not remove this existing disadvantage; instead something has to be done to get to the root 

of the problem and redress the existing imbalance. A good example of this is the requirement for 

all EU countries to ensure reasonable accommodation/adjustment for people with disabilities. In 

the workplace this means that managers are legally required to take into account the particular 

needs of employees (and prospective employees) with disabilities. This ‘special treatment’ is not 

designed to give an advantage to such employees, but rather to recognise that the existing conditions 

mean that they are disadvantaged, so changes must be made in order to redress this unfairness.

Explore You are managing an operations team in an e-commerce company. A junior member of staff was 
diagnosed with depression about a year ago. She did not tell you until three months ago, when 
she confided in you about what she was experiencing and the treatment she was getting from her 
doctor and therapist. A month ago the employee was signed off on sick leave. She returned to 
work last week but is overwhelmed. She is determined, though, to carry on with her training.

What issues do you need to consider?

The individualist branch

The second branch of the difference perspective focuses on the individual rather than the social 

group. This approach emphasises the individuality of all employees, pointing out that people 

have unique strengths and weaknesses, abilities and needs. It suggests that it is not important to 

focus on characteristics that associate people with a particular group – for instance, their sex or 

whether they have a disability – but rather to concentrate on their individuality.

A label that is often associated with this approach is ‘managing diversity’. It is increasingly 

being used by organisations as a term to describe their approach to ensure fairness and oppor-

tunities for all. However, a particular problem is that the term ‘managing diversity’ can have vari-

ous meanings. It has become one of those widely used management phrases, so can mean 

different things in different organisations. At one extreme it is simply a synonym for ‘equal 

opportunities’ – used because the latter is seen as old-fashioned or backward-looking – and 

therefore has no distinct or special meaning of its own. At the other extreme, managing diversity 

represents a new approach to dealing with disadvantage at work.

A notable example of the new approach based on recognising individual differences is Kandola 

and Fullerton (1994). They argue that managing diversity is superior to previous approaches to 

equality at work for five reasons:

● It ensures that all employees maximise their potential and their contribution to the 

organisation.

● It covers a broad range of people; no one is excluded.

● It focuses on issues of movement within an organisation, the culture of the organisation, and 

the meeting of business objectives.

● It becomes the concern of all employees and especially all managers.

● It does not rely on positive action/affirmative action.
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Below are some examples of the types of initiative that might arise from taking this individualist 

difference perspective:

● Offer employees a choice of benefits from a ‘menu’ so they can tailor a package to suit their 

individual needs.

● Devise training and development plans for each employee.

● Provide training to ensure that managers are aware of and can combat their prejudices based 

on stereotypes.

● Explore and publicise ways that diversity within the organisation improves the organisation – 

for example, public perceptions, sensitivity to customer needs, wider range of views and ideas.

● Re-evaluate the criteria for promotion and development and widen them by recognising a 

greater range of competences, experiences and career paths.

The guiding policy behind these types of initiative is special treatment according to individual 

needs. Of course, this approach has its critics, and in particular three objections can be raised:

1. The approach tends to understate the extent to which people share common experiences. It has 

a tendency to reject the idea of social groups, which is somewhat counter to people’s everyday 

experiences. For example, while several disabled people might differ considerably across a whole 

range of attributes and attitudes, their common experience of disability (even different forms 

of disability) might be sufficient to create a feeling of cohesion and solidarity. In particular, 

some people might actively look for social group identity if they feel isolated or vulnerable.

2. The approach ignores material similarities between social groups. For example, Kirton and 

Greene (2005: 131) note that ‘women of all ethnic groups typically take on the responsibility 

for childcare and elder care, and are less able to compete for jobs with men, notwithstanding 

qualitative ethnic differences in how women . . . may “juggle” their multiple roles’.

3. The approach has a tendency to emphasise the value of diversity in terms of the business 

sense arguments outlined earlier in the chapter. As was noted, such arguments have their 

limitations because they focus only on those initiatives that can be shown to contribute to 

the profitability or other performance indicators of the organisation. In practice, this extends 

opportunities only to a selective number of individuals whose competencies are in short sup-

ply or have been identified as being of particular value.

Sameness and difference

As has been shown in the preceding discussion, disadvantage can arise by treating people the 

same or by treating people differently, so any policy that emphasises one perspective more than 

the other runs the risk of leaving some disadvantages unchecked. What is called for is a mixed 

policy because this recognises that to eliminate disadvantage it is necessary in some circumstances 

to treat people the same, and in other circumstances to treat people differently. Of course, this 

is a challenge in itself, because in what circumstances do you apply one criterion and not the 

other? For example, imagine the following situation.

A woman applies for a job as an adviser selling financial products in a company that is domi-

nated by men.

● Scenario 1. She has the same qualifications and experience as male applicants, but the all-male 

selection panel might reject her because they consider that she would not ‘fit in’ with the 

competitive, aggressive culture of the organisation.

● Scenario 2. She has the same qualifications as male applicants but has taken a career break 

for childcare purposes. The selection panel reject her because compared with men of the same 

age she has less work experience.
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The panel reject her in both scenarios but using different criteria: in the first scenario they use 

the criterion of difference (recognising gender); in the second they use the criterion of sameness 

(ignoring gender). But if the panel were to reverse their logic of difference and sameness, it might 

lead them to alternative conclusions. In the first scenario, if the panel ignored gender, they would 

arrive at the conclusion that she was appointable. In the second scenario, if they recognised that, 

because of her gender, she has had extra domestic commitments so cannot be compared with 

men of the same age then again they might conclude that she is appointable. This illustrates 

that managers have a key role in dealing with disadvantage, because they determine the criteria 

and define the circumstances in which sameness and difference are either recognised or ignored.

Key controversy

If a job applicant has been disadvantaged in the past, perhaps because of a disability, their sex or their ethnic back-
ground, should they be treated the same as the other applicants or should their disadvantage be taken into account 
when deciding whether to offer them a job?

Long and short agendas

Some commentators argue that fundamental change is needed if the elimination of disadvantage 

is to be achieved. Foremost among these commentators is Cockburn (1989, 1991), who points 

out that many of the positive action policies and initiatives adopted by managers in organisations 

are concerned only with the short term. Typically they are concerned with fixing current prob-

lems, responding to outside pressures, or perhaps attempting to impress customers and clients. 

The proposition advanced by Cockburn is that, as well as this short agenda (with its laudable 

aim of eliminating bias), there is the need to consider the long agenda. This would be a challeng-

ing project of organisational transformation, requiring fundamental changes to the processes, 

roles, norms, attitudes and relationships within organisations. Cockburn (1989: 218) explains:

As such it brings into view the nature and purpose of institutions and the processes by 

which  the power of some groups over others in institutions is built and renewed. It 

acknowledges the needs of disadvantaged groups for access to power. . . . But it also looks 

for change in the nature of power, in the control ordinary people of diverse kinds have over 

institutions, a melting away of the white male monoculture.

The obvious problem for enacting the long agenda is that those in positions of influence within 

organisations have little incentive to make changes that might challenge their own power and 

dominance. The long agenda therefore has to be led by activists and advocates. This might be 

through committed individuals within organisations, but it would also require collective voice 

and action. It might need a political context that encourages a more active approach by organisa-

tions to ensuring equality of opportunity – through, for example, compulsory monitoring or 

employment quotas for disadvantaged groups.

The process of discrimination in an organisation

The discussion so far in this section has explored the complexity of taking into account concerns 

about ‘sameness’ and ‘difference’. It is also important to consider other pressures and influences 
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that are likely to have an impact. Figure 6.2 is a flow chart that maps the relationship between 

the key components and thereby shows how the process of discrimination occurs in organisations 

(Noon and Blyton, 2007). Each of the components of this flow chart is discussed in this section, 

and is linked with many of the issues raised in the earlier part of the chapter.

At the centre of the process lie two vital questions: what should be the basis of any specific policy, 

and is the policy fair? Try to envisage this in terms of specific policies, such as promotion, awarding 

of merit pay, entitlement to career development opportunities and so on. The first question is of vital 

concern to managers, as their decisions are going to shape a particular policy. However, as the dia-

gram shows, such decisions are not made in isolation but are subject to a range of influences: personal 

influences (belief, values and political agenda), external pressures and organisational pressures:

● Personal influences. A manager will have their individual beliefs and values that fundamentally 

guide behaviour and influence decisions. So, for instance, a strong belief in social justice is 

going to affect the choices that a manager makes, as is a particular prejudice or stereotype 

about a social group. Combined with this is the individual political agenda of the manager, 

which might moderate the values and beliefs in some way. For example, a male manager might 

believe that women do not make good leaders but knows that in order to get promotion he 

must suppress this view in order not to alienate his boss – who is a woman. This reflects the 

micro-politics of organisational life and will operate at all levels. The intermixing of beliefs, 

values and political manoeuvring is going to have an influence on the manager’s decisions.

● External pressures. In addition to these personal pressures, the manager is faced with external 

pressure. This could be legislation requiring (or prohibiting) certain action, public opinion, 

customer or client pressure, supplier influence, labour supply issues and so forth. For instance, 

it was noted in the discussion about the business case that managers might adopt equal and 

Figure 6.2  The process of discrimination in an organisation.
Source: Adapted from Noon and Blyton (2007).
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diversity initiatives in order to improve the public image of their organisations, or to access a 

wider customer base.

● Internal organisational pressures. The final set of pressures arises from within the organisation. 

These pressures might come from other managers, employees (especially through engagement 

surveys and grievances), trade unions, works councils and so forth. There might also be pressure 

as a result of data collected within the organisation. For example, high levels of employee turno-

ver might encourage positive action initiatives that help to retain employees, develop and make 

better use of skills, and provide a more supportive and encouraging environment. In addition, 

there are likely to be pressures because of the workplace culture and traditions of the organisa-

tion – the sorts of issues that were discussed in the section on institutional discrimination.

These combined pressures establish the context in which decisions are made about specific poli-

cies within the organisation. As was noted earlier in the chapter, managers must make choices 

between people and therefore criteria have to be used to differentiate people. For example, imag-

ine you are running a recruitment process and have received a pile of application forms. In decid-

ing your shortlisting policy (i.e. who to call for an interview) you might use the criterion of 

‘previous experience’ as a way of choosing between applicants. Those who meet the minimum 

requirements are interviewed; those who do not are rejected. At the same time, you might think 

that formal qualifications are irrelevant for the particular job and so you do not take these into 

account when shortlisting the applicants. Hence your shortlisting policy is based on ‘difference’ 

with regard to experience, and ‘sameness’ with regard to formal qualifications. There is nothing 

wrong with this mixture – it reflects the possibility of combining principles of sameness and 

difference. The consequence of this combination is that someone with a university degree will 

be treated the same as someone without a degree (equal treatment), but if they have previous 

work experience they will get treated more favourably (in this instance, shortlisted) compared 

with someone without appropriate previous experience.

Logically, this raises the question of whether this is fair (note the next stage in the flowchart). 

If you think such a shortlisting policy is fair then you are likely to be in agreement with the deci-

sions about the criteria for equal and special treatment. However, if you think this is unfair, this 

might be because you feel either or both of the following:

● equal treatment was applied inappropriately (e.g. formal qualifications should have been taken 

into account);

● special treatment was given inappropriately (e.g. previous experience should not have been 

taken into account).

If you were an employee in the organisation then this feeling of unfairness might simply produce 

a feeling of discontent. On the other hand, it might drive you to take action, such as voicing your 

opinion to managers, going to the trade union, discussing the issue with other employees or even 

looking for a job elsewhere. Such actions might then produce internal organisational pressures 

on future decisions (shown by the feedback loop in Figure 6.2).

Mapping out the process in this way reveals that every managerial decision about appointments, 

promotions, allocation of work, bonuses, training opportunities and so forth is likely to be met with 

a variety of responses: some individuals and groups will interpret the decision as fair and others as 

unfair, depending on whether they consider the equal or special treatment to be justifiable. The extent 

to which employees concern themselves with issues of fairness will vary according to the circum-

stances and is likely to reflect whether they are directly involved with, or affected by, the outcome.

Explore Reflecting on fairness:

● Have you directly experienced or observed treatment you considered unfair?

● If so, what did you do about it?

● What other options did you have?
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Concluding comments

The chapter is focused on equality and diversity, but recently a new concept has surfaced: inclu-

sion. Strictly speaking, the idea of inclusion has always been present in the equality and diversity 

debate, but some commentators are now making a clear distinction between diversity and inclu-

sion. For instance, the UK’s Chartered Institute of Personnel and Development (CIPD) has a 

specialist adviser on diversity who is quoted as follows in an article by Evans (2006: 26):

We talk much more about inclusion now, which is a dynamic. . . . It is not about visible or 

non-visible traits of characteristics such as race or gender, sexuality or disability, which can all 

be stereotyped. It is about celebrating difference as an asset, since everyone is unique, and 

recognising that everyone can make a contribution.

In an attempt to bring some clarity, Roberson (2006) assesses the views of a range of practitioners 

about what they mean by diversity and inclusion. She finds that their definitions of ‘diversity’ 

tend to focus on differences and the demographic composition of groups or the organisation, 

while their definitions of ‘inclusion’ focus on organisational objectives to increase participation 

of all employees and to leverage diversity effects in the organisation. While Roberson’s findings 

generally suggest conceptual distinctiveness, she also adds a caveat noting how, in operational 

terms, there is likely to be overlap between diversity and inclusion, and that for some organisa-

tions a change of emphasis from diversity to inclusion might simply be a change in language and 

might not make any difference to policies and initiatives.

Generally, it seems that academic commentators, consultants and practitioners are beginning 

to suggest that, while diversity is concerned with recognising the value of differences within the 

workforce and managing them for commercial advantage, inclusion is concerned with the pro-

cesses that incorporate differences into business practices and thereby help to realise the value. 

It could mean that we are at the start of a new trend towards managing inclusion (see Oswick 

and Noon, 2014), adding even more complexity to the topic area, and creating an even wider 

range of issues for managers to consider when developing policies and initiatives to address 

discrimination and disadvantage in organisations.

Summary

● Discrimination can occur at any decision point within an organisation. Employees are legally 

protected in terms of certain characteristics. The type and extent of protection necessarily 

vary from country to country, although within the EU there is a common platform of protec-

tion. A key feature is the protection against direct and indirect discrimination.

● It is vital to recognise the diversity between social groups and also within social groups. It is 

also important to acknowledge that some people are discriminated against due to more than 

one characteristic – an effect that is described by academic commentators as multiple dis-

crimination or intersectionality, depending on the assumed impact on the individual. This 

diversity means policies need to be sensitive to different experiences of discrimination and 

different needs of disadvantaged groups and individuals.

● The reason for managers to intervene in order to prevent discrimination can be based on argu-

ments of social justice or business needs – or both. The social justice case stresses the moral 

argument with reference to equality of opportunity, equality of outcome, fairness and human 

rights. Critics argue that managers should be concerned with profit and efficiency, not moral-

ity. The business case stresses various ways that equality and diversity are good for business 

needs (wider recruitment, effective use of human resources, innovation, attracting customers 

and company image), but critics point to limitations of the business case, including instances 

where it can make good business sense not to act in the interests of equality and diversity.
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● Deep-rooted problems are often caused by institutional discrimination. This term is used to 

describe organisations that have processes and practices that are fundamentally discrimina-

tory – sometimes without managers realising it – and are reinforced through existing organi-

sational structures and workplace cultures. Tackling such fundamental problems might 

require a more radical agenda than that being proposed by many advocates of equality and 

diversity.

● Equality and diversity policies vary between organisations; they range from those that are 

simply empty statements to others that are backed up by effective action programmes. For 

policies to be effective, they need to have positive action initiatives to ensure policy is imple-

mented, and monitoring to assess the effectiveness of the initiatives over time. It is important 

to recognise that positive action and positive discrimination are not the same – although they 

are often confused – and offer very different solutions to the problems of discrimination and 

disadvantage.

● Managers devise equality and diversity policies based on assumptions of sameness or assumptions 

of difference. These two perspectives help to explain why there is often a lack of agreement about 

how to ensure fairness. The sameness perspective emphasises similarities between people and 

advocates equal treatment. The difference perspective emphasises diversity either between social 

groups or between individuals. These two branches of the difference perspective are similar in 

that they both advocate special treatment that takes the differences between people into account, 

but they differ in their suggestions about the types of initiative that organisations should adopt.

● The term ‘managing diversity’ is often used to describe the approach to fairness that empha-

sises the individual differences between people. In some instances, it is an alternative approach 

advocated by commentators who think traditional equal opportunities policies have failed 

and are fundamentally flawed.

● It is important for managers to recognise that unfair treatment sometimes results from treating 

people differently when they ought to be treated the same, and sometimes from treating people 

the same when key differences ought to be recognised. Policies, procedures and attitudes 

within an organisation should therefore be based on recognising both the similarities and 

differences between people.

● The process of discrimination can be seen as the combination of personal, external and inter-

nal pressures on managers to make choices according to principles of sameness or difference, 

in their decisions about appointments, promotions, allocation of work, training opportunities 

and so forth. Perceptions of unfairness are the result of a mismatch between the expectations 

of employees and the manager’s decisions. Viewed in this way, all decisions are susceptible to 

claims of unfairness, depending on the perspective of the individuals concerned, the perceived 

appropriateness of the criterion for the decision and the individual and social acceptability 

of the type of treatment (special or equal).

● A recent development within the field has been the emergence of the concept of managing 

inclusion, which seems to be an acknowledgement of the need for managers not only to rec-

ognise the value of diversity but also to develop policies, processes and initiatives that harness 

the differences to better and more productive effect.

Questions

1 ‘I don’t like to employ women because our customers are all local tradesmen and they prefer 

to deal with male staff because they understand the technical aspects of the products’. This 

statement was made by the manager of a small company that supplies building materials. 

Comment on the statement using the concepts of stereotyping, prejudice, social justice and 

the business case.

2 What is the purpose of equality and diversity policies? Why do they sometimes fail to live up 

to expectations?
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3 Using examples of recruitment and selection, explain how the different perspectives listed 

below might influence the practices that managers in an organisation might choose to adopt:

(a) the sameness perspective;

(b) the collectivist strand of the difference perspective;

(c) the individualist strand of the difference perspective.

4 ‘I treat everyone the same – so that’s how I ensure fairness’. This quote is from a section man-

ager in a supermarket. Explain why such an approach can sometimes lead to unfairness.

5 If an organisation is accused of being institutionally racist, sexist and homophobic, what 

does it mean? How would you evaluate whether such a description was legitimate?

Case study
Employees of conscience?

Read through the scenarios below, which all concern dis-
crimination on the basis of religion.

Scenario 1 – The airline check-in desk 
worker

An airline has a strict uniform policy that prohibits the display 
of any jewellery. Ms E is a devout Christian and started to wear 
a small plain silver cross on a necklace that could be seen above 
her uniform. She worked on the check-in desks and managers 
asked her to remove it, because it was in breach of the uniform 
policy. She refused because she felt that she had the right to 
express her faith while at work. The company offered her the 
opportunity to move to another non-customer-facing role 
where the uniform policy did not apply, but she was not pre-
pared to accept this. She was sent home on unpaid leave.

Scenario 2 – The nurse

A hospital introduced a uniform policy that prevented 
nurses from wearing necklaces because of health and safety 
concerns. Mrs C was an experienced nurse who had been 
wearing a cross necklace on wards for 30 years without inci-
dent. She refused to remove the cross but offered to have a 
magnetic clasp fitted (so the necklace would come apart 
easily if it was grabbed by a patient). The hospital insisted 
that she removed the necklace, but she refused to do so and 
was moved to a desk job.

Scenario 3 – The relationship guidance 
counsellor

Mr M was a counsellor employed by a charity providing 
relationship guidance. He made it clear during a training 
session that he would have difficulty counselling same-sex 
couples because this conflicted with his strongly held 

Christian principles. He argued that managers should 
make allowances to take into account his beliefs. He was 
suspended pending an investigation and then dismissed.

Scenario 4 – The registrar

Ms L was a registrar employed to conduct civil marriage ser-
vices. She took up employment many years prior to the 
introduction of same-sex civil partnerships, but as soon as 
these became legal she made it clear to her employers that 
she was not prepared to conduct them as a matter of con-
science, because it was against her Christian beliefs. At first 
she was able to swap duties with other registrars, but then a 
change in working conditions introduced by her employer 
for all staff meant that swapping was no longer possible. She 
argued that she was being forced to choose between her 
religious beliefs and her job. She claimed she was shunned 
and accused of being homophobic by managers and work 
colleagues. She was eventually dismissed.

Questions

1 Compare scenario 1 and scenario 2.

(a) Evaluate the key issues in each and decide whether 
the employees have suffered discrimination.

(b) What issues must managers bear in mind when 
deciding how to proceed?

2 Compare scenario 3 and scenario 4.

(a) Who is being discriminated against, and why?

(b) Who has the stronger case, Mr M or Ms L? Explain 
your reasoning.

3 Based on all four scenarios, do you think employees 
should be allowed to exercise their conscience in this 
way in the workplace? Explain your reasoning.
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Introduction to Part 3

Changes to the nature of work and to organisations as a result of social progress, technological 
developments and economic and political factors are likely to trigger a need for organisations to train 
and develop employees to ensure effectiveness, quality and competitiveness. Attention to human 
resource development (HRD) also plays a key role in attracting and retaining talent and ought to be 
a critical pillar of the HR strategy in organisations operating in the public, private and not-for-profit 
sectors.

Part III examines the various forms that HRD takes: the development of the employee both as an 
individual and as an employee; the development of the employee by the employer or by him or 
herself; training; education; career development; group development; staff development; profes-
sional development; management development; and, even more widely, organisation 
development.

Chapter  7 identifies the strategic importance of HRD in organisations, and considers the 
significance of learning and development for the individual. It examines the processes and activities 
undertaken within organisations to enable employees to acquire, improve or update their skills, 
including e-learning. The chapter then explores the influence of the national context on the type, 
quality and impact of learning and development taking place in organisations.

Chapter 8 discusses the development of leaders and managers and explores the significance of 
leadership and management development to organisational success. It examines the methods, 
techniques and processes used to develop leaders and managers and how these may be varied to 
complement different needs and contexts. The chapter also speculates on the likely direction of 
leadership and management development in the future.

Chapter 9, the concluding chapter within this section of the textbook, reflects the renewed 
interest in organisational development (OD) and its contribution to sustainable organisational 
performance. The chapter traces the historical development of OD and examines contemporary 
views on the concept. It then investigates the key techniques and practices associated with OD and 
the skills required by OD practitioners. It concludes with an examination of the relationship between 
OD and organisational strategy, structure and culture.



CHAPTER 7
LEARNING AND DEVELOPMENT
MAIRI WATSON AND JIM STEWART

Objectives

● To define learning and development.

● To identify the strategic importance of learning and development in the light 
of the significant changes taking place in organisations.

● To examine the significance of learning and development for individuals.

● To examine theories of learning and development and their impact on 
practices.

● To identify the key components of the planned process of learning and 
development in organisations.

● To explore the benefits and challenges of e-learning.

● To consider the influence of the national context on the quality and impact of 
learning and development in organisations.



Garvey Group is a family-owned retail and hotel company 
in Ireland, with 13 stores and hotels across the south of the 
country. A core belief is that investment in employees’ learn-
ing and talent development produces results to the bottom 
line. A modified balanced scorecard is used to provide a 
framework for integrating learning and development into 
the overall business strategy.

A corporate training plan is prepared annually, 
costed and evaluated through measures such as sales 
and profitability. Linked to this, an annual training plan 
is prepared for each branch. Employees’ training needs 
are identified using the appraisal system, with the dual 
objec t ives of both providing oppor tunit y for 
individuals to self-identify learning needs as well as 
informing a needs analysis conducted by HR for each 
job role.

The company uses a competence-based framework, with 
much emphasis put on behavioural competences applicable 
to all jobs, such as customer care, working as a team and 
‘subtle selling’. For sales assistants in particular, great emphasis 
is placed on customer service training, acting as ambassadors 
for the company and ‘subtle selling’ skills – telling customers 
in a way about promotions, such that customers might not 
even notice they are being encouraged to buy more. These 
skills are seen as essential for achieving business strategy, 
because sales, repeat business and reputation are so 
fundamental to corporate performance in this sector.

When sales training or training in particular foods is 
planned, objectives are set for metrics such as increase in 
sales and return on investment, balancing expenditure with 
increased sales of those foods. (Source: Extracted from 
Stewart and Rigg (2011: 34))

Case study
From business strategy to training plan

Introduction

According to Honey (1998: 28–9), learning would be ‘the central issue for the twenty-first 

century’:

Changes are bigger and are happening faster, and learning is the way to keep ahead . . . to 

maintain employability in an era when jobs for life have gone. It enables organisations to 

sustain their edge as global competition increases. Learning to learn . . . [is] the ultimate life 

skill.

That was true at the start of the century and is even more so today as transformations in work, 

organisations, the economy and society identified throughout the textbook are continuing. This 

chapter addresses this ‘central issue’. It starts by explaining that learning and development are 

of crucial importance to individuals and that their outcomes are of strategic importance to 

organisations (and beyond them to the wider economy). It then examines the processes of 

individual learning and development, which human resource (HR) managers need to understand, 

and the ways in which human resource development (HRD) mobilises that understanding in 

order to meet both organisational goals and the learning needs of employees. The chapter closes 

by explaining the national significance of learning and development, and noting the policies and 

frameworks that aim to achieve them.
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The strategic importance of learning and development for organisations

The labels given to today’s world – the global economy, the network society (Castells, 1996), the 

knowledge society (Drucker, 1969; UNESCO, 2005) – give a clue to the challenges that many 

individuals are now facing. New technologies and ways of working are not only creating new 

tasks but also demanding new ways of thinking about work, doing work and relating with one 

another (Bayliss, 1998). People need conceptual, ‘helicopter’ and analytical thinking (Wisher, 

1994: 37). Whether employed or not, they need to be able to challenge traditional ways of 

thinking and working; to think and work ‘outside the box’ of traditional job descriptions; to 

work without prior experience, clear guidelines or close supervision; to be flexible and prepared 

to change, undertake new tasks, move to another organisation; or to recognise the opportunities 

for self-employment. This all means that people have to learn and develop continually and 

effectively in order to adapt to their changing world, construct a meaningful and fulfilling role 

in it, and acquire the knowledge, skills, competencies, capabilities and employability that will 

give them satisfaction and the ability to make their way.

Organisations also need those outcomes from their employees’ learning and development, for 

they, too, are being challenged by this changing world. To adapt and survive and be competitive, 

they have had to become more flexible, innovative, quality-conscious, customer-orientated, 

constantly improving their performance to remain competitive. They have to ‘think global and 

act local’ and need people who have a ‘matrix of the mind’, who will share learning and create 

new knowledge (Ulrich and Stewart Black, 1999). They need what Castells (1998: 341) calls the 

‘self-programmable’ labour in the global economy, which has ‘the capability constantly to 

redefine the necessary skills for a given task, and to access the sources for learning these skills’. 

It is his view that work that does not require such abilities will be undertaken by ‘generic’ labour, 

which, lacking self-programmable skills, would be ‘human terminals’ [which could] be replaced 

by machines, or by any other body around the city, the country or the world, depending on 

business decisions. While they are collectively indispensable to the production process, they are 

individually expendable’ (Castells, 1998: 341).

Employers have to promote the kind of learning that, through critical thinking and reflection, 

can recognise, appraise, transmit and apply contextually embedded learning. Human capital 

approaches, the learning organisation (see Chapter 8) and the establishment of the Investors in 

People award indicate that many employers are now aware of this need. There is also increasing 

adoption of knowledge management, which has come about with the recognition that the wealth 

of information produced by advances in information and communications technologies becomes 

meaningful and of competitive advantage to the organisation only when people share, interpret 

and elaborate it. Knowledge management embraces the creation, validation, presentation, dis-

tribution and application of knowledge (see Nonaka, 1991; Malhotra, 1998; Hwang, 2003). It 

recognises that not all knowledge is explicit: ‘the knowledge needed to develop a new product is 

largely in people’s heads. . . . [It] cannot be written down, because an individual may not even 

know it is there until the situation demands a creative response’ (Dixon, 2000: 37). It has also 

been suggested (Snowden, 2002) that knowledge is not an ‘abstract, objective truth’ but a cultural 

construction within ‘communities of practice’, and hence ‘essentially pragmatic, partial, tentative 

and always open to revision’ (Blackler, 2000: 61). Hence, to address the complexities of knowl-

edge, high levels of technical, cognitive and ‘soft’ interpersonal skills are called for and this places 

a great premium on the individual’s learning and development. Organisations need to understand 

those processes in order to invest in their human capital and facilitate, mobilise and support the 

learning and development of their employees because ‘[p]eople are our only source of differentia-

tion and sustainable competitive advantage. Essential to that is learning’ (Beattie, 2002). As Guest 

et al. (1997: 3) wrote:
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Creating, disseminating and embodying knowledge – tacit and explicit – becomes a key 

strategic resource to be leveraged. It holds the key to unlocking the organisation’s ability to 

learn faster than its environment is changing. In summary, learning and development lie at 

the heart of innovation in organisations.

Learning and development are thus now of strategic importance for organisations. Those respon-

sible for HRD in organisations, according to their professional body, the Chartered Institute of 

Personnel and Development (CIPD, 2002), have an increasingly strategic role and need to become 

‘thinking performers’ (CIPD, 2007) who apply ‘a critically thoughtful approach to their job’ 

(Whittaker and Johns, 2004: 32).

Learning and development are also crucial for the wider economy. Skills are ‘the most important 

lever within our control to create wealth and to reduce social deprivation’ (Leitch, 2006; see also 

www.ukces.org/uk). The government also recognises their strategic significance nationally and 

has established the UK Commission for Employment and Skills (www.ukces.org.uk; see also 

www.delni.gov.uk). It is also now widely recognised that we need to become a learning society, 

in which there is a culture of, and opportunities for, lifelong learning in order to provide the skills 

required for competitiveness in a global economy.

Individual learning and development

From birth, humans, like all animals, engage actively in the processes of learning and development: 

they do not have learning and development done to them. Senge (1990: 4) said: ‘Deep down, we 

are all learners. No one has to teach an infant to learn. . . . They are intrinsically inquisitive, 

masterful learners. . . . [N]ot only is it our nature to learn but we love to learn.’

They continue learning throughout life, whether encouraged or not, whether formally taught 

or not, whether the outcomes are valued by society or not. This personal learning knows no 

boundaries: learning in one domain – job, hobbies or maintenance of home and car – cross-

fertilises that in another and thereby achieves a wider understanding and more finely honed skills. 

According to Daloz (1986: 1), ‘Most of us have learnt a good deal more out of school than in 

it . . . from our families, our work, our friends . . . from problems resolved and tasks achieved 

but also from mistakes confronted and illusions unmasked.’

Society facilitates and fosters, channels and controls the learning and development of its 

members through socialisation and education so that they yield outcomes that contribute to and 

are acceptable to it. However, although individuals gain a lifetime’s experience of being learners, 

some of their experiences (especially those in formal educational settings) might not have been 

happy ones (Honey, 1999). They might be experienced learners, but not necessarily competent 

or confident learners, and might not learn what society and its institutions want them to learn.

Defining learning and development

The words ‘learning’ and ‘development’ are sometimes used loosely and even interchangeably, 

but to understand them they need to be distinguished and clearly defined.

Explore Before proceeding further, consider some of the changes taking place in organisations you know 
in response to changes in the operating environment. What are the implications for HRD and for 
the learning and development of individuals and teams?

http://www.ukces.org/uk
http://www.ukces.org.uk
http://www.delni.gov.uk
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Learning is ‘a process within the organism which results in the capacity for changed 

performance which can be related to experience rather than maturation’ (Ribeaux and Poppleton, 

1978: 38). It is not just a cognitive process that involves the assimilation of information in symbolic 

form (as in book learning), but it is also an affective and physical process (Binsted, 1980). 

Emotions, nerves and muscles are involved, too. Moreover, intelligence is not a unitary concept 

[see Gardner (1985, 1999) on multiple intelligences; Mayo and Nohria (2005) on ‘contextual 

intelligence’], or just a cognitive capacity [see Pickard (1999) on emotional intelligence].

Learning leads to skilful and effective adaptation to and manipulation of the environment, 

which is one element in a much-quoted definition of intelligence (Wechsler, 1958). Through 

learning, a person ‘qualitatively [changes] the way he or she conceived something’ (Burgoyne and 

Hodgson, 1983: 393) or experiences ‘personal transformation’ (Mezirow, 1977). Learning leads 

to change, whether positive or negative for the learner. It can be more or less effectively 

undertaken, and it could be more effective when it is paid conscious attention.

Development, whether of an organism, individual or organisation, is the process of becoming 

increasingly complex, more elaborate and differentiated as a result of learning and maturation. 

It is a process of both continuity and discontinuity. (It is sometimes interpreted as progression 

and advancement; it is irreversible, although regression to earlier phases can occur.) Quantitative 

changes lead to qualitative changes or transformations. The disintegration of the existing phase 

creates the conditions for a new one that is ‘not entirely new – it is a transformation. Each 

succeeding phase is more complex, integrating what has gone before’ (Pedler, 1988: 7–8). This 

opens up the potential for new ways of acting and responding to the environment, which in turn 

leads to the need and opportunity for even further learning, and so on.

Overall, then, development is not synonymous with learning, but it cannot take place without 

learning. Lifelong learning and development mean continuous adaptation. Increased knowledge 

and improved skills enlarge the individual’s capacities to adapt to the environment and to change 

that environment, so allowing new possibilities to emerge. As the systems model shows (see 

Chapter 3), external changes will lead individuals on to further internal changes: in their ability 

to respond to and make their way in their particular environment (their perceptual-motor, 

intellectual, social and interpersonal skills); in the way they think, feel and interpret their world 

(their cognition, affect, attitudes and overall philosophy of life); in their social status and the way 

they see themselves, their self-concept, confidence, and self-esteem. Hence learning sets in train 

potentially far-reaching changes in the individual. Daloz (1986: 24–6) draws on elements of folk 

tales to convey the significant effect of this in adult learning:

The journey tale begins with an old world, generally simple and uncomplicated, more often 

than not, home. . . . The middle portion, beginning with departure from home, is character-

ised by confusion, adventure, great highs and lows, struggle, uncertainty. The ways of the old 

world no longer hold, and the hero’s task is to find a way through this strange middle land, 

generally in search of something lying at its heart. At the deepest point, the nadir of the 

descent, a transformation occurs, and the traveller moves out of the darkness towards a new 

world that often bears an ironic resemblance to the old.

Nothing is different, yet all is transformed. It is seen differently. . . . Our old life is still there, 

but its meaning has profoundly changed because we have left home, seen it from afar, and 

been transformed by that vision. You can’t go home again. (Source Reprinted with permission 

of John Wiley & Sons, Inc.)

Key controversy

Learning and development often embrace behavioural change and have the potential to promote a profound effect 
on a person’s life. To what extent do you think this intervention is ethical?
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Types of learner in the workplace

Learners in the workplace are adults and so, to understand how they learn, a model of adult 

learning (androgogical) rather than of children’s learning (pedagogical) has to be used. According 

to Knowles and Associates (1984), this takes into account the fact that adult learners are self-

directing, and motivated by their need to be recognised, to prove something to themselves and 

others, to better themselves and to achieve their potential. Their learning does not take place in a 

vacuum. Not only are they ready to learn when they recognise their need to know or do something, 

but they have experience on which to draw and to hang their new learning and assess its utility.

However, the earlier learning experiences of many adults might have been far from effective 

or comfortable, and contribute to significant barriers to effective learning. Some of these can be 

internal: poor learning skills or habitual learning styles that constrain them; poor communica-

tions skills; unwillingness to take risks; lack of confidence, low expectations and aspirations; and 

anxiety, fear or insecurity. Other barriers can be thrown up by their situation: lack of learning 

opportunities or support, inappropriate time or place (see Mumford, 1988), or negative stereo-

typing from society. These will often be the experience of disabled people whose numbers in 

employment are likely to increase because of government policies.

It has also to be recognised that, as well as personal circumstances, traits and inclinations, the 

particular context, culture, socialisation and education influence what and how people learn. 

Earlier in the book (Chapter 3) several areas were identified on which there could be significant 

differences between dominant and alternative assumptions about reality, perhaps embodied in 

the construction of knowledge and of language, which might affect the experience of, and out-

comes from, learning. This could be the case for women and members of cultural and ethnic 

minorities. Their learning experiences might have generated different knowledge and attitudes 

that may not be recognised or valued by the mainstream society and so have to be fought for, or 

subsumed or negotiated to fit in. Of course, this does not always result in negative experiences, 

and could even offer an advantage in developing some of the skills that organisations now need.

Until recently, older workers were widely discriminated against when seeking employment 

and, when employed, they were often not given training (Naylor, 1987; Dennis, 1988; Laslett, 

1989; Waskel, 1991). They have been commonly stereotyped as having failing cognitive and physi-

cal abilities, as being inflexible, and unwilling and unable to learn new ways. However, traditional 

attitudes towards older workers have started to change because of today’s concern for knowledge 

management and investment in human capital (People Management, 2005b) and demographic 

changes [see also Smethurst (2006), via the Centre for Research into the Older Workforce at Sur-

rey University, and via a CIPD Factsheet Age and Employment]. With the raising of the state 

pension age, working lives will be extended and many older people will have to continue learning 

in order to keep up with the new technologies and practices that will come along. Despite the 

past negative stereotyping of older people, this will not necessarily be a problem for them. 

Although there is deterioration in performance with age, it is less than popularly believed: 

‘Except where such abilities as muscular strength are of predominant importance, age is not a 

good discriminator of ability to work; nor of the ability to learn’ (The Carnegie Inquiry into the 

Third Age, Trinder et al., 1992: 20). Trinder et al. (1992) also note that performance is influenced 

as much by experience and skill as by age: skill development in earlier years will encourage adapt-

ability in later life. Moreover, although older people are ‘at a disadvantage with speedy and novel 

(unexpected) forms of presentation’, Coleman (1990: 70–71) reports little or no decline with age 

in memory and learning, particularly ‘if the material is fully learnt initially’. The continuing 

Explore ● Has your learning caused you to develop?

● Do you notice an altered sense of self?

● Will you be able to ‘go home again’?
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ability of older people to learn was demonstrated in an apprenticeship programme for older 

workers organised by BMW. It was completed in 60 per cent of the time taken by the youth 

apprenticeship scheme: ‘They already had life skills and were used to factory work, making it 

easier to acquire new skills. But they were also motivated and knew what they wanted to do’ 

(People Management, 2005a: 17).

Outcomes of learning and development for people at work

The outcomes discussed in the following are of considerable significance not only to individuals 

themselves but also to the organisations that employ them. (You can read more about them in 

Bloom et al., 1956.)

Psychomotor skills

These ‘doing’ skills are needed at every level of an organisation, from the senior manager’s ability 

to operate a desktop computer to the cleaner’s operation of a floor-scrubbing machine, while 

more sophisticated skills are needed to operate complex and expensive technology. Skill can be 

defined as:

. . . the performance of any task which, for its successful and rapid completion, requires an 

improved organisation of responses making use of only those aspects of the stimulus which 

are essential to satisfactory performance. (Ribeaux and Poppleton (1978: 53–4))

.  .  .  an appearance of ease, of smoothness of movement, of confidence and the 

comparative absence of hesitation; it frequently gives the impression of being unhurried, 

while the actual pace of activity may of course be quite high . . . [I]ncreasing skill involves a 

widening of the range of possible disturbances that can be coped with without disrupting the 

performance. (Borger and Seaborne (1966: 128–9))

The acquisition of such skills starts with the ability to make a general response to a signal, after 

which a learner develops a chain of two or more stimulus–response links, including verbal chains 

and associations; then the ability to make different responses to similar though different stimuli; 

to achieve concept learning and identify a class of objects or events; to learn rules through the 

acquisition of a chain of two or more concepts; and, finally, to combine rules and so achieve 

problem-solving (Gagné, 1970, in Stammers and Patrick, 1975). Recognising and understanding 

this process suggests how to facilitate learning and prevent failure to learn at the various levels.

‘Soft’ skills

These are the ‘feeling’ skills: self-management, interpersonal, language and social skills. They 

include, for example, asking, listening and focusing; responding, interpreting and questioning; 

arguing, persuading and criticising; developing, modifying and comparing; acting, influencing 

and solving. These are needed for communication, team-working and leadership in organisations 

(see CIPD, 2010).

Cognitive skills

These ‘thinking’ skills can be defined in terms of sequences of increasing levels or hierarchies, 

with the lower levels being prerequisites for, and subsumed by, the higher. This is seen in Bloom 

et al.’s widely used taxonomy of cognitive skills (as revised by Anderson and Krathwohl, 2001: 

67–8):

● remembering (retrieving, recognising and recalling relevant knowledge from long-term 

memory);

● understanding (constructing meaning from oral, written and graphic messages through inter-

preting, exemplifying, classifying, summarising, inferring, comparing and explaining);

● applying (carrying out or using a procedure through executing, or implementing);
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● analysing (breaking material into constituent parts, determining how the parts relate to one 

another and to an overall structure or purpose through differentiating, organising and 

attributing);

● evaluating (making judgements based on criteria and standards through checking and 

critiquing);

● creating (putting elements together to form a coherent or functional whole; reorganising ele-

ments into a new pattern or structure through generating, planning or producing).

The higher-order skills need to be deployed in order to be effective in complex and challenging 

situations.

Knowledge

There are several kinds of knowledge, and these are learned in different ways. Sometimes a simple 

distinction is drawn between propositional knowledge, or ‘know-that’, which is derived from 

formal thinking and learned through education, and ‘know-how’, which is in part learned from 

performance. Gardner (1985:68) noted:

[M]any of us know how to ride a bicycle but lack the propositional knowledge of how that 

behaviour is carried out. In contrast, many of us have propositional knowledge about how to 

make a soufflé without knowing how to carry this task through to successful completion.

Bloom et al. (Anderson and Krathwohl, 2001) elaborated that distinction and identified four 

increasingly challenging levels of  knowledge: factual knowledge is of  basic elements and 

terminology; conceptual knowledge is of  classifications, principles, theories and models; 

procedural knowledge concerns techniques, methods and when to use them; and meta-cognitive 

knowledge is strategic and self-knowledge.

Practical knowledge is sometimes ranked lower than other cognitive skills in the social 

hierarchy of skills, and associated with lower-level occupations. That, however, misrepresents it. 

According to Jarvis (2004), practical knowledge combines ‘know-that’, ‘know-how’, everyday 

knowledge acquired through the senses, attitudes/beliefs/values, skills and tacit knowledge (see 

discussion of situated learning in the section on ‘Overarching theories of learning’). It is needed 

at all levels of occupation, from sweeper to surgeon, though occupations differ in the balance 

they need between its components. Collins (1993: 17), for example, writes about:

The all too invisible laboratory technician. . . . Look into a laboratory and you will see it filled 

with fallible machines and the manifest recalcitrance of nature. . . . Technicians make things 

work in the face of this. . . . Notoriously, techniques that can be made to work by one techni-

cian in one place will not work elsewhere. The technician has a practical understanding of 

aspects of the craft of science beyond that of many scientists. But does the technician ‘under-

stand science’?

There are further aspects of knowledge to be noted. The first is explicit, which can easily be 

documented, while the second is implicit, which could be, but has not yet been, documented. 

Then there is tacit knowledge, which is what ‘we know but cannot tell’ (Polanyi, 1966). Sternberg 

(1985: 169) recognises this in his definition of practical intelligence: ‘Underlying successful 

performance in many real-world tasks is tacit knowledge of a kind that is never explicitly taught 

and in many instances never even verbalised.’

Tacit knowledge is drawn upon for the fluent performance of psychomotor skills (see the 

definition earlier); it is recognised as crucial in knowledge management. It would seem to be 

acquired through performance and experience rather than through instruction, and is embedded 

in the context in which this experience is taking place. This can be seen in stage 2 of the model 

of Dreyfus et al. (1986; see the section on ‘Sequential models’), in which the learner becomes 

independent of instruction through the recognition of the contextual elements of the task, and 

thereafter develops the ability to register and ‘read’ contextual cues. However, unlike the formal 

knowledge that it accompanies, this tacit knowledge never becomes explicit. It has to be 
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apprehended in context, and can perhaps be glimpsed by paying attention to the stories that are 

told in organisations (e.g. Gabriel, 2000). Myers and Davids (1992: 47) question whether ‘tacit 

skills’ can be taught, and identify that they are often transmitted in ‘an environment of intensive 

practical experience’ and in task performance: ‘We may yet be able to learn much from “sitting 

next to Nellie”!’

Competency/competence

Both terms are used, but the difference in meaning between them has not been agreed [see the 

CIPD Factsheet Competence and Competency Frameworks, revised July 2012; for the history, 

purpose and nature of these developments, see Harrison (1992: 17–77, 2005)]. In their compari-

son of English and some European understandings of competence, Brockmann et al. (2008) point 

out that in England it refers to skills-based performance of narrowly defined tasks, whereas in 

France, for example, it refers to knowledge-based performance that integrates practical and theo-

retical knowledge with personal and social qualities.

However, common definitions refer to the ability to apply knowledge and skills with under-

standing to a work activity which is assessed via performance, as in:

● an underlying characteristic of a person which results in effective and/or superior performance 

in a job (Boyatzis, 1982);

● the ability to perform the activities within an occupational area to the levels of performance 

expected in employment (Training Commission, 1988).

Competencies/competences can be seen as instances of practical knowledge that have been 

specifically constructed to meet the purposes of employing organisations. They represent the 

behavioural and technical abilities an employee must have in order to meet the organisation’s 

goals. They are a means of ‘aligning what people can offer – their competencies – against the 

demands of customers rather than against the ill-fitting and ill-designed demands of jobs’ 

(Martin, 1995: 20).

Considerable effort has been put into identifying and defining competencies/competences and, 

crucially, to expressing them in measurable terms. They are now used to form a comprehensive 

and continually updated national framework agreed across all sectors and occupations in which 

elements in an individual’s learning and development, whether achieved through formal educa-

tion, training or experiential learning across the life span, are identified and assessed against 

nationally agreed standards. This framework is now often used by organisations in recruitment, 

assessment, the articulation of learning needs, and the design of training and development. Its 

language, philosophy and procedures are thus likely to shape individuals’ perceptions of their 

own learning and learning needs. However, it should be noted that this institutionalised, trans-

organisational framework has wrenched competencies/competences from their context and hence 

from the tacit knowledge that characterises practical knowledge.

Employability

Since the 1990s, as employment insecurity has grown, attention has focused on employability, an 

indirect outcome of learning and development. It has become the ‘new security’: individuals who 

lose their jobs would be capable of finding another elsewhere. Hence it is now a matter of con-

cern not only for individuals but also for government employment policies and provisions and 

for educational institutions, which aim to help their students develop it.

Employability is the capability to gain initial employment, maintain it and obtain new employ-

ment if required (Hillage and Pollard, 1998). It focuses on the individual’s assets (knowledge, 

skills, attributes and behaviours), how the individual deploys them and presents them to an 

employer, and the context of the work that is sought. UKCES (2009) sees the foundation of 

employability as a positive approach, upon which the functional skills of effectively using num-

bers, language and IT can be built. To these are added the personal skills of self-management, 

thinking and solving problems, working together and communicating, understanding the 
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business. Increasingly, employers are emphasising the need for those ‘soft skills’ (e.g., CBI/NUS, 

2011).

These employability skills are defined by criteria set by employers. However, there is also 

concern for ‘sustainable employability’, which takes a longer-term view of it and relates it to 

individual learning and development. Yorke and Knight (2006) suggest that it should cover under-

standing, beliefs about self-efficacy, the deployment of skills and metacognition, and Watts 

(2006) adds career development skills. These echo Bloom et al.’s (1956) levels of learning, and 

can be achieved via experiential and action learning, work experience and the opportunity for 

reflection and integration.

People achieve employability by investing in their human capital of skills and reputation, and 

this means that they must engage in continuous learning and development, update their skills 

and acquire others that might be needed in the future by their current or future employer.

Explore ● How is employability supported in your college or university?

● How would you rate your own employability?

● What strategies have you used to enhance your employability?

Theories of learning

Both individuals and HRD managers need to understand how such learning outcomes may be 

achieved, so the chapter will now examine some of the more influential theories of learning and 

development. (You can read about others in Nolen-Hoeksema et al., 2009.) However, it is worth 

noting that, in their recent review, McGurk and Sadler-Smith (2012) find that HR developers tend 

to make use of only a few of them (e.g., Honey and Mumford, Kolb, learning styles: see below), 

and suggest that they should look to neuroscience and the study of the brain for new understand-

ings of learning.

Theories of learning

Three of these will now be presented, one concerning behaviour, another cognition and the third 

context and social relationships. Some of the differences between them are due in part to their 

underpinning assumptions, whether positivist, constructivist or social constructionist, as out-

lined earlier in the book (see Chapter 3).

Behaviourist approach

The behaviourist (positivist) approach is frequently used to encourage desired behaviours in 

children and animals, and in basic forms of training. It regards learning as the process by 

which a particular stimulus (S), repeatedly associated with, or conditioned by, desirable or 

undesirable experiences, comes to evoke a particular response (R). This conditioning can be 

of two kinds. With classical conditioning, a stimulus leads automatically to a response, as in 

Pavlov’s experiment in which dogs were conditioned to salivate at the sound of a bell rung 

before food was presented. Operant conditioning reinforces or rewards a desired response, 

which increases the probability of  the repetition of  the same response when the stimulus 

recurs. Experimental research (including many animal studies) has shown that negative rein-

forcement, or punishment, is not as effective for learning as positive reward, and that rein-

forcement at variable intervals is more effective than continuous reinforcement. Behaviour can 

be shaped by reinforcing responses that approximate to what is desired until that behaviour 

is finally achieved.
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Cognitivist approach

That behaviourist S–R approach pays no attention to the cognitive processes that come to 

associate a stimulus with a particular response: it does not investigate what is in the ‘black box’. 

However, cognitivist learning theories, influenced by constructivism, again originally based on 

animal studies, do so. They see learning as an association of stimulus with stimulus (S–S). The 

learner develops expectations that stimuli are linked and so develops a cognitive ‘map’ or latent 

learning. Hence insightful behaviour appropriate to a situation takes place without the 

strengthening association of S–R bonds. Social learning theory also addresses what is in the 

‘black box’. It recognises the role in learning of the observation and imitation of the behaviour 

of others, but, as seen in, say, the debates around the influence of the media upon children’s 

behaviour, there are clearly many moderating variables.

Social constructivist approach

Learning, according to the behavioural and cognitivist theories, is largely decontextualised. The 

social constructivist approach to the understanding of learning, however, recognises the signifi-

cance of context, culture and social interaction. Rather than being a solely individual experience, 

learning is a social process that takes place through interaction and collaboration with others 

(Vygotsky, 1978). This view places emphasis upon language, which it considers to be socially 

constructed, and on the role of other people in an individual’s learning. Lave and Wenger (1991) 

develop this further in their notion of situated learning. Individuals learn through socialisation 

and imitation as they try to address problems in a specific context and in interaction with others. 

This takes place in a ‘community of practice’, which is a group of people who create a shared 

identity by participating in a communal activity. Through the relationships between practitioners, 

their practice and the social organisation of their communities, they develop their practical 

knowledge.

The process of learning

There are several models of the process through which learning occurs, which HR developers 

could use to point to ways in which learning might be facilitated, made more effective or impeded.

Sequential models

One approach is to see learning as an information-processing system in which a signal, contain-

ing information, is transmitted along a communication channel of limited capacity and subject 

to interference and ‘noise’ (Stammers and Patrick, 1975). The signal has to be decoded before it 

can be received, and then encoded to pass it on. Data received through the senses are filtered, 

recognised and decoded through the interpretative process of perception; this information is then 

translated into action through the selection of appropriate responses. The effectiveness of learn-

ing depends on attention being paid only to the relevant parts of the stimuli, the rapid selection 

of appropriate responses, the efficient performance of them, and the feeding back of information 

about their effects into the system. Overload or breakdown of the system can occur at any of 

these stages.

Gagné (1974, in Fontana, 1981: 73) analysed the sequence of learning, a chain of events, some 

internal and others external to the learner. It begins with the learner’s readiness to receive infor-

mation (motivation or expectancy), and continues as the learner perceives it, distinguishes it from 

other stimuli, makes sense of it and relates it to what is already known. The information is then 

stored in the short- or long-term memory. Thereafter, it can be retrieved from memory, general-

ised to, and put into practice in, new situations. Its final phase is feedback from knowledge of 

the results obtained from this practice.

Fitts (1962) uses a three-stage approach, to the acquisition of psychomotor skills in particular. 

First, the learner has to understand what is required, its rules and concepts, and how to achieve it: 

the cognitive stage. Then the learner has to practise and establish the stimulus–response links, the 
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correct patterns of behaviour, gradually eliminating errors: the associative stage. Finally, the learner 

refines the motor patterns of behaviour until external sources of information become redundant 

and the capacity simultaneously to perform secondary tasks increases: the autonomous stage.

Burgoyne and Hodgson (1983) use a variation of this in their analysis of how managers learn. 

Managers gradually build up experience created out of specific learning incidents, internalise 

this experience and use it, both consciously and unconsciously, to guide their future action and 

decision-making. The three levels in this process are:

● Level 1 learning, which occurs when managers simply take in some factual information or 

data that is immediately relevant but does not change their views of the world.

● Level 2 learning, which occurs at an unconscious or tacit level. Managers gradually build up 

a body of personal ‘case law’ that enables them to deal with future events.

● Level 3 learning, when managers consciously reflect on their conception of the world, how it 

is formed, and how they might change it.

Dreyfus et al. (1986, in Cooley, 1987: 13–5 and Quinn et al., 1990: 314–5) set out a more elaborate 

model of the acquisition of skills that is relevant to understanding the development of cognitive 

skills. Their five-stage model moves from the effective performance of lower- to higher-order skills.

● Stage 1: the novice. Novices follow context-free rules, with relevant components of the situa-

tion defined for them; hence they lack any coherent sense of the overall task.

● Stage 2: the advanced beginner. Through their practical experience in concrete situations, 

learners begin to recognise the contextual elements of their task. They begin to perceive simi-

larities between new and previous experiences.

● Stage 3: competent. They begin to recognise a wider range of cues, and become able to select 

and focus upon the most important of them. Their reliance upon rules lessens; they experi-

ment and go beyond the rules, using trial and error.

● Stage 4: proficient. Those who arrive at this stage achieve the unconscious, fluid, effortless 

performance referred to in the definitions of skill given earlier. They still think analytically, 

but can now ‘read’ the evolving situation, picking up new cues and becoming aware of emerg-

ing patterns; they have an involved, intuitive and holistic grasp of the situation.

● Stage 5: expert. At this stage, according to Cooley (1987: 15), ‘[h]ighly experienced people 

seem to be able to recognise whole scenarios without decomposing them into elements or 

separate features’. They have ‘multidimensional maps of the territory’; they ‘frame and 

reframe strategies as they read changing cues’ (Quinn et al., 1990: 315). With this intuitive 

understanding of the implications of a situation, they can cope with uncertainty and unfore-

seen situations.

Cyclical models and learning styles

The Lancaster model is an example of learning as a cyclical process, and is based on analysis of 

managers’ learning. It represents all types of learning ‘including cognitive, skill development and 

affective, by any process’ (Binsted, 1980: 22). It identifies three different forms of learning: receipt 

of input/generation of output, discovery and reflection. As Figure 7.1 shows, they take place in 

both the inner and outer worlds of the individual. Learners receive input as they are taught or 

given information, or read it in books. They proceed round the discovery loop (action and 

feedback) through action and experimentation, opening themselves to the new experiences 

generated, and becoming aware of the consequences of their actions. They follow the reflection 

loop (conceptualising and hypothesising) when making sense of the information they receive and 

the actions they undertake, and then, on the basis of this, theorising about past or future 

situations. Each form of learning is cyclical, and the cycles can be linked in various ways  

(e.g. learning in formal classroom settings links the receipt of input with reflection), but in 

effective learning the learner will complete the overall cycle.
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The best-known model of the learning cycle in the management field is that of Kolb. Learning 

has two dimensions (Kolb et al., 1984): concrete/abstract (involvement/detachment) and active/

reflective (actor/observer). Effective learning is an integrated cognitive and affective cyclical pro-

cess. The learner moves in a cyclical manner from becoming fully involved in concrete, new 

experiences (CE); through observation and reflection on these experiences from many perspec-

tives (RO); using concepts and theories to integrate their observations (AC); to active experimen-

tation in decision-making and problem-solving (AE), and so on (Kolb, 1983).

Importantly, these cyclical models draw attention to the significance of learning through 

action and reflection, as well as through the traditional channels of teaching/learning. They also 

emphasise that effective learning is achieved by completing the whole cycle and by using methods 

appropriate to its various phases. They also recognise that individuals might have a preference 

for a particular phase and so do not complete the cycle and hence do not learn as effectively or 

as comprehensively as they could. Thus they have different learning styles. Kolb’s Learning Styles 

Inventory identifies these preferences (Mumford, 1988: 27). The ‘converger’ (AC and AE) prefers 

the practical and specific; the ‘diverger’ (CE and RO) looks from different points of view and 

observes rather than acts; the ‘assimilator’ (AC and RO) is comfortable with concepts and 

abstract ideas; and the ‘accommodator’ (CE and AE) prefers to learn primarily from doing.

Figure 7.1  The Lancaster model of the learning cycle.
Source: Based on Binsted (1980: 22); reproduced with permission of MCB University Press.
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Honey and Mumford (1992) also identify four learning styles, based on the individual’s prefer-

ence for one element in the learning cycle, and have developed norms based on the results of those 

who have completed their Learning Styles Questionnaire. Their activists learn best when they 

are actively involved in concrete tasks; reflectors learn best through reviewing and reflecting upon 

what has happened and what they have done; theorists learn best when they can relate new 

information to concepts or theory; and pragmatists learn best when they see relevance between 

new information and real-life issues or problems (Mumford, 1988).

These cyclical models offer HRD managers (and individuals themselves) the means to identify 

those preferences, and can be used to build on learners’ strengths and reduce their weaknesses. 

They can also be used to engage in dialogue with learners about their preferences; and to identify 

means of helping them to complete the whole cycle [see CIPD Factsheet Learning Styles (updated 

August 2008)]. Hence they can also be used by HR managers to facilitate higher-order skills in 

the organisation and to design effective learning events, including, Mumford (2002) reminds us, 

e-learning (see later). According to McGurk and Sadler-Smith (2012), the models of Kolb, and 

Honey and Mumford, are among the most commonly used by HR managers.

Another useful classification is that of single- and double-loop learning. Single-loop learning 

refers to the detection and correction of deviances in performance from established (organisa-

tional or other) norms, whereas double-loop learning (Argyris and Schön, 1978) refers to the 

questioning of those very norms that define effective performance. Individuals do not necessarily 

progress from single- to double-loop learning, nor is the former an essential prerequisite for the 

latter. Learning how to learn calls for double-loop learning.

Critical elements in the process of learning

There are several elements of the process of learning that have to be considered to make learning 

effective. One of these is feedback to learners of the results of their performance (Stammers and 

Patrick, 1975; Ribeaux and Poppleton, 1978).This could be visual or kinaesthetic feedback from 

responses to stimuli in the learning situation; or feedback from an external source during or after 

their performance. Learners may also benefit from receiving guidance before their performance 

about what to look out for during it.

Another crucial issue is whether it is more effective to learn a task as a whole or in parts. It 

depends on the task’s ‘complexity’ (the difficulty of its component subtasks) and its ‘organisa-

tion’ (the degree to which they are interrelated), according to Ribeaux and Poppleton (1978: 61) 

and Stammers and Patrick (1975: 85–88), who report opposing views.

Also significant for learning is memory (for further details, see Stammers and Patrick, 1975; 

Ribeaux and Poppleton, 1978; Fontana, 1981; Nolen-Hoeksema et al., 2009). An understanding 

of its nature suggests various ways to improve it and make learning more effective. The transfer 

of new information from sensory to short-term to long-term memory is clearly crucial: attention, 

recitation, repetition and constant revision (or overlearning) are needed. The coding and organi-

sation of material to be stored are also important; this is helped by associating the new informa-

tion with what is already familiar, especially using visual imagery, by attending to the context 

giving rise to the information to be learned, and by making the effort to understand the informa-

tion so that it can be stored in the appropriate ‘files’. The learning context or event should not 

provoke anxiety. It should also be recognised that memory is an active and a constructive process, 

and not like a camera that has recorded what happened. The process of memory draws inferences 

from its data inputs and so elaborates upon them, filtering them through the individual’s stereo-

types, mindset and worldview. What is then stored is this enhanced and repackaged material.

Explore On your own or in a group, go through this section on theories of learning and list what you 
consider to be the key components of learning that will be needed in designing and implementing 
the training of (i) IT technicians; (ii) care workers and (iii) supervisory staff.
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Theories of the process of development

Development, defined earlier, is the process whereby people achieve greater degrees of complexity, 

even transformation, as they live their lives. There are several approaches to understanding how 

this process takes place, and they differ in the assumptions they make about reality (see 

Chapter 3). Some appear to be based on the assumption that the social and economic environment 

provided an objective, orderly, stable framework for individual lives. These would then follow a 

largely common pattern of sequential phases or stages, sometimes seen in terms of progression 

or advancement, and the individual had to complete a ‘developmental task’ in order to move on 

to the next stage. It was assumed that this pattern provided universal norms against which an 

individual’s development could be calibrated. The development of women and minorities was 

generally seen in terms of those norms, even those that had been based on the experiences of 

majority white males. [Hence Gallos (1989) questioned the relevance of many of the accepted 

views of development to women’s lives and careers, while Thomas and Alderfer (1989) noted 

that the influence of race on the developmental process was commonly ignored in the literature.] 

Individuals were socialised to conform to the patterns of behaviour or norms of their social 

group. These could be expressed as legal constraints – the age of consent, marriage and attaining 

one’s majority (becoming an adult) – as quasi-legal constraints, such as the age at which the state 

pension is paid and hence at which most people retire from the labour force, or as social and peer 

group expectations. For example, Neugarten (1968) recognised how family, work and social 

statuses provided the ‘major punctuation marks in the adult life’ and the ‘way of structuring the 

passage of time in the life span of the individual, providing a time clock that can be superimposed 

over the biological clock’ (p. 146).

The workplace was another arena in which development took place, and it could facilitate or 

hinder it. Stable organisations in the past had their own ‘clocks’. Sofer (1970: 239) notes how his 

respondents were ‘constantly . . . asking themselves whether they were on schedule, in front of 

schedule or behind schedule. . . . [T]hey had a set of norms in mind as to where one should be 

by a given age.’

One influential theory which seems to assume this stable framework for individual lives is 

Erikson’s (1950) psychosocial model of development. It identifies stages of ego development and 

the effects of maturation, experience and socialisation (see Levinson et al., 1978; Wrightsman, 

1988). Each stage builds on the ones before, and presents the expanding ego with a choice or 

‘crisis’. The successful resolution of that ‘crisis’ achieves a higher level of elaboration in individu-

ality and adaptation to the demands of both inner and outer worlds, and hence the capacity to 

deal with the next stage. An unsuccessful or inadequate resolution hinders or distorts this process 

of effective adaptation in the subsequent stages. For example, according to Erikson, the adoles-

cent strives for a coherent sense of self, or identity, perhaps experimenting with several different 

identities and as yet uncommitted to one; entry to work and choice of work role play a part here. 

The adolescent, however, has to make a choice and assume responsibility for its consequences: 

unless this occurs, there is identity confusion. Young adults have to resolve another choice. This 

is between achieving closeness and intimate relationships and being ready to isolate themselves 

from others. The choice for those aged 25 to 65 years is between the stagnation that would result 

from concern only for self, indulging themselves as though they were ‘their own only child’ 

(Wrightsman, 1988: 66), and ‘generativity’; that is, the reaching out beyond the need to satisfy 

self in order to take responsibility in the adult world, and show care for others, the next genera-

tion, or the planet itself. The choice of the final stage of life is between construing life as having 

been well spent and construing it as ill spent.

Another influential theory that does not question the assumption of a stable framework of 

life is Levinson et al.’s (1978) model of the male life span, which they based on their study of the 

experiences of men in mid-life. They saw this life span in terms of alternating, age-related periods 

of stability and instability. In the stable period, lasting six to eight years, a man built and enriched 

the structure of  his life: work, personal relationships and community involvement. That 
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structure, however, could not last, and so there followed a transitional period, of four to five 

years, when the individual reappraised that structure and explored new possibilities. These could 

be uncomfortable or painful experiences, but they were the essential prelude to adapting or 

changing the life structure, and so achieving a further stable period. By defining the periods 

within the life span in terms of chronological age – for example, between ages 22 and 28 a man 

embarked on a stable period and entry into the adult world, and between ages 33 and 40 he 

entered another stable period in which he settled down – this model was making assumptions 

about the universal, normative patterning of experiences.

Now, and certainly since globalisation and the economic upheavals of the early twenty-first 

century, it is no longer possible to assume the existence of a normative and stable framework 

for individuals’ lives. This gives support to an alternative theoretical perspective on development, 

which emphasises that the environment offers particular opportunities and threats for different 

people’s lives. The biological, social, economic and psychological strands of their lives inter-

weave and they have to negotiate a balance between changing self and changing environment. 

This can be conceptualised using the systems model introduced earlier in the book (Chapter 3). 

The process of development or elaboration takes place as the individual’s innate capacity to 

grow and mature unfolds within a particular context, which in turn facilitates or stunts growth, 

or prompts variations upon it. The interaction and accommodation between individuals and 

their environment cannot, therefore, be meaningfully expressed in a cross-cultural or universal 

model.

A further theoretical perspective on individual development acknowledges the significance of 

a person’s subjective experiences, which some interpret as socially constructed. This emphasises 

the significance of context, and the dynamic, intersubjective processes through which individuals 

interpret and make decisions about their lives and careers.

The individual’s own learning and development within an 
organisation

Before turning to how learning and development become embodied in organisational practices to 

achieve organisational ends, it should be noted that employees’ own learning and development 

will continue informally and unplanned. They often learn for themselves how to carry out their 

jobs and improve their performance: through doing and observing and ‘sitting next to Nellie’, and 

through trial and error. Other people in the work context, their peers, supervisors and subordinates, 

may well provide models to follow, instruction and feedback, support and encouragement, 

confidence-building, informal mentoring and coaching, and perhaps even inspiration.

Employees may outgrow their jobs as they learn, and seek promotion or to move into new 

jobs that will allow them to continue their development. They may also take the initiative to 

acquire additional skills, knowledge or understanding by attending educational and other 

courses. However, they might not necessarily be exposed to best practice, and might learn poor 

lessons; or learn ineffectively and in an unnecessarily uncomfortable, effortful or wasteful man-

ner. Thus they might not necessarily themselves benefit from the learning and development they 

contribute to their organisation, although they would not be able to withhold some of its benefits 

from their employers. Because of this, employee learning is problematical.

With the increasing flexibility of organisations and their contracts of employment, individuals 

need to engage in lifelong learning. Their need for self-development, both ‘of self’ and ‘by self’ 

(Pedler, 1988), associated with their need for employability, is likely to be greater than ever in the 

future. They will need to take responsibility for their own learning, identify their own learning 

needs and how to meet them, often through the performance of everyday work, monitor their 

own progress, assess the outcomes and reassess their goals. Others might have a role in an indi-

vidual’s self-development, not as a teacher, trainer or coach, but perhaps as a mentor, counsellor 

or learning resource.

Although self-development is regarded positively as proactive and entrepreneurial, it can be 

difficult for the individual to provide evidence of it without some form of accreditation. This 
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can be achieved through the Credit Accumulation and Transfer Scheme, and the Accreditation 

of Prior Learning and of Experiential Learning. These allow individuals to claim accreditation 

for a range of learning experiences, while Scottish Vocational Qualifications (SVQs) and National 

Vocational Qualifications (NVQs) (see Chapter 8) allow them to gain recognition for aspects of 

their work performance. Employee development schemes should also help individuals in their 

self-development, whether systematic or sporadic.

While these informal methods of learning might have their weaknesses, they also have 

strengths. They variously embody characteristics of learning identified earlier. They encourage 

employees to make use of several types of knowledge – propositional, practical, implicit and 

tacit. They incorporate the use of feedback. They can offer whole rather than part learning, and 

the opportunity to reflect. They may stimulate individuals to engage in double-loop learning as 

they start to examine their underlying assumptions, and to follow the learning cycle of input, 

action and reflection. They may draw on the experiences of an employee group. Not only would 

they benefit from their combined various learning styles, but the identification of problems and 

implementation of their solutions would be embedded in the learning context, which would be 

likely to increase the effectiveness of their learning.

Learning and development: The organisational context

‘Learning and development’ as an organisational phenomenon exists on several levels:

● Practical: delivering or facilitating training, learning and development interventions, for exam-

ple, training, on-the job learning, e-learning, coaching, mentoring, secondments, and so on.

● Professional: hosting a set of plans, policies and strategies to achieve a predetermined set of 

strategic goals, to coordinate the production of information and evaluation, providing 

expertise and advice on learning and development as experts in the practice of ethical learning 

and development, who understand the nature of effective design and delivery.

● Partnership: building relationships intra-organisationally between HRD and HRM, HRD and 

the wider organisation.

● Strategic: ensuring that learning and development activity contributes to plugging perfor-

mance gaps identified in strategic planning.

● Cultural: developing a culture that values learning and principles associated with it.

● Extra-organisational: building strategically beneficial relationships outside the organisation 

to ensure that learning and development in the organisation are up to date and relevant and 

that they appropriately develop the organisation’s skills base.

In order to design, implement and evaluate effective learning events or HRD interventions 

(including training, but sometimes covering learning and development more broadly), a cyclical 

process or system of formal planning ought to be followed (Walton, 1999; Reid et al., 2004; Har-

rison, 2009; Mankin, 2009; Beevers and Rea, 2010). However, the popularity of planning cycles 

is more evident in the rhetoric of the literature than in organisational reality, with only 48 per cent 

of employers having a training plan specifying in advance the level and types of training that 

employees will need in the coming year and only 36 per cent with a budget for training expendi-

ture. Organisations with more than 25 people are much more likely to see these activities as 

‘standard’ and to have them in place. Where businesses have a formal plan of business objectives, 

they are more likely to have a training plan, and where there is a training plan, it is more likely 

that there will be a training budget (Shury et al., 2008, 2012).

The learning and development planning cycle (see Figure 7.2) comprises logical stages to 

ensure consideration of the needs of the individual and the organisation at the early stages; to 

establish appropriate aims and objectives; to ensure optimum methods of design and delivery; 

and to carry out effective evaluation of the learning intervention.
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This approach stems from strategic planning approaches, popular for several decades (Rothwell 

and Kazanas, 1989; Walton, 1999). It matches most organisations’ tendency to treat strategic 

issues formally, using written documents with aims, objectives, targets, priorities and performance 

indicators and recognition frameworks, such as Investors in People (www.investorsinpeople.

co.uk), relying heavily on analysis, planning and foresight, logical thinking and clarity of 

organisational objectives. Yet, the approach underestimates iterations of, or interruptions in or 

to, the process; overlooks changes in material aspects of the process; and ignores influences 

external or internal to the process. It does not take account of the need for evaluation to happen 

at all stages of the process, or the way that needs change and develop as the process moves on. 

It matches well the classical or rational planning approach to strategy, which suggests that 

organisational strategy is formed through a formal, rational decision-making process (see 

Chapter 2 on strategic HRM), but not with alternative approaches (e.g. evolutionary, processual 

or systemic (Whittington, 1993), outlined in Chapter 2) that conceptualise strategy as something 

more informal, fragmented and embedded in the social systems (cultural and institutional 

aspects) of the business.

Stages in the process

The next sections cover in sequence:

● identifying learning needs, aims and objectives;

● determining learning strategies;

● planning and implementation;

● evaluating learning and development interventions.

Identifying learning needs, aims and objectives

Identifying learning needs establishes how learning and development strategies, policies, prac-

tices and activities can bridge the gap between where the organisation is now and where it needs 

to be in order to achieve its strategic objectives (CIPD, 2013). A learning need exists when there 

is a gap between the future requirements of the job and the current capabilities of the incumbent, 

whether this is measured in terms of skills, attitudes or knowledge, and it is anticipated that a 

planned learning intervention will overcome the deficiency or barrier (see Figure 7.3).

Given the multi-level nature of the learning and development process discussed earlier, one 

would expect multi-level analysis of learning and development needs. So, while this section con-

siders the analysis of learning needs at just three levels: organisational, job and individual (CIPD, 

2013), others consider more. McGoldrick et al. (2002), for example, offer a comprehensive struc-

ture that suggests seven levels of analysis:

Figure 7.2  Planning and development cycle.
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● Extra-organisational: beyond organisational boundaries, attempting to understand, anticipate 

and create change in the environment and translate it into the advantage of the organisation. 

This involves practical and analytical research and learning and changing in response to this.

● Inter-organisational: between organisations, transferring learning and information, sharing 

best practices through collaboration and exchange.

● Intra-organisational: between departments, cross-fertilisation of  ideas, encouraging 

diversity.

● Organisational: recognising the uniqueness of the organisation and responding to its needs 

for learning and change.

● Departmental: encouraging self-development and creativity through learning by 

experimentation.

● Group: through good communication, identifying and solving problems to lead to learning 

and improvement.

● Individual: personal responsibility for identifying learning and improvement needs in knowl-

edge, skills, aptitude and performance.

Despite the aspirations of authors, articles and textbooks, very few organisations have developed 

or used appropriate measures (Anderson, 2007). Only half of employers (52 per cent) formally 

assess the extent to which employees currently have gaps in their skills against formal written job 

descriptions, and 30 per cent do not have formal written job descriptions (Shury et al., 2008).

Whichever level of activity is engaged, the process – if treated appropriately as one that is ongo-

ing, iterative and reviewable – is resource- and time-intensive (Mankin, 2009).

For the organisation

The first level of analysis of learning needs is at the level of the whole organisation. This step 

provides the link between the broader strategy of the organisation and the HRD strategy; ensures 

that the learning processes, systems and interventions support the direction in which the business 

is heading; considers the ‘fit’ with the values and priorities of the organisation; examines feed-

back provided by evaluation of previous learning and development interventions; and aims to 

identify the quantity and type of learning required to ensure that all employees have the skills 

they need to do their jobs. It may consider a short or long time frame and will aid decisions about 

whether to develop existing staff or employ new talent (Taylor, 2008). However, it is not one that 

has always received attention, or, if it does, it is considered a ‘one-off’ or ‘special’ review (Mankin, 

2009).

In practice, this level of analysis can consist of (Reid et al., 2004: 243):

Figure 7.3  The nature of learning needs.
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● A global review – where the organisation examines its short- and longer-term objectives and 

the skills and knowledge required to meet them. This takes the form of a detailed whole-

organisation job analysis.

● Competence-based global review – where competence and performance management 

approaches are used to align training and development to organisational objectives. It is 

attractive because it is firmly related to the organisation’s objectives and can be the basis of 

performance-related pay.

● Critical incident analysis – this is a positive, key-event-focused strategy which considers the 

main processes in the organisation and considers the learning needs associated with them.

● Priority problem analysis – where the aim is not to consider comprehensively learning needs, 

but to identify and prioritise the main problems of the organisation and respond using HRD 

interventions.

At this level, information can be found in strategic and HR plans, succession planning data, 

performance management data, management information systems and financial plans.

For the job

Job level analysis has as its purpose the identification of the skills, knowledge and attributes of 

the job. The most commonly used approaches include interviews with job holders, managers and 

supervisors, job logs, questionnaires and group discussions. The outcomes of this level of analy-

sis are usually a job description, job specification and job training specification. Job level analysis 

can be categorised on four levels (Harrison, 2009; Mankin, 2009):

● Comprehensive analysis – consists of a full and exhaustive analysis of the job, producing a 

detailed job specification of all the tasks, roles and performance levels associated with the job 

and the level of knowledge, skills and attitudes required to perform the job effectively.

● Key task analysis – consists of an analysis of the tasks central to effective performance of the 

job.

● Problem-centred analysis –focuses on problems or performance deficiencies and seeks to iden-

tify HRD solutions.

● Critical incident analysis – identifies critical or significant tasks in job performance.

The outcome of the intervention is a job training specification which forms the basis of plan-

ning for HRD interventions for each post-holder.

For the individual

Analysis of training needs at the job level, while common, is not the whole picture, and it is not 

without its critics, among them Ashworth (2006: 1):

It is tempting to address training needs at [ job] level: deciding the training needed for 

particular roles then rolling out this training to all employees with that job. This approach has 

the benefit of ensuring all employees have the skills to perform their role effectively. Yet it also 

has drawbacks, with its ‘sheep dip’ tactics resulting in people attending training they do not 

need. The consequences are wasted training spend, poor perception of the training department 

and wasted working time. Addressing training needs analysis at the most individual level 

possible is time-consuming and can be more costly. But it yields greater 

benefits . . . financially . . . organisationally . . . and individually. What can make us 

more a part of the strategic direction of the organisation than delivering the employee 

resource with the exact skills profile required to realise it?

The individual level of analysis, or person analysis, examines whether those in the job have the 

necessary capabilities to perform at the correct level. It is often considered to be a response to 

gaps or failures in performance, identifying where there are areas where individuals are not per-

forming effectively or where they have insufficient knowledge, skills or abilities. However, 
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Ashworth (2006) argues that this is potentially the best way for organisations to address strategic 

learning needs. Information can come from person specifications, personal profiles, self-, peer 

or manager assessments, the appraisal system and assessment centres.

Determining learning strategies

Organisations have a choice about which learning strategy or intervention they identify to meet 

the needs established in the previous stage and the decision is highly circumstantial or contextual. 

Criteria can be employed to help to make the appropriate decision, which can include the extent 

to which the learning (Reid et al., 2004):

● Fits with objectives: for example, if the objective is practical knowledge, then practical/hands-

on experience should be sought, rather than classroom-based education.

● Is likely to be transferred to the workplace: for example, whether the learning intervention is 

sufficiently related to the objectives that have to be met, and whether there are systems in place 

(such as coaching) to support transfer of learning on return to the workplace.

● Matches available resources: for example, practical concerns such as time, money and the 

availability of internal or external expertise.

● Takes into account learner-related factors: for example, the learner’s preferences in terms of 

time, location and learning, taking account of the nature of their contract and reasonable 

expectations on how they use their time.

What do organisations do?

Given the extent of expenditure on training and learning activity in organisations (CIPD, 2012c; 

Shury et al., 2012), the cost-effective use of training methods ought to be an investment that 

companies and organisations consider carefully. Most employers engage in some form of work-

place development activity – in the 12 months prior to the UK Commission’s Employer Perspec-

tives Survey (Shury et al., 2012), 73 per cent of establishments had provided some form of 

training to staff, with internal training being more common than external training. The annual 

National Employers’ Skills Survey (published by UKCES) reports employer investment in skills. 

In the year to the end of 2011 (the most recent report at time of publication), a total of £49  billion 

(£3,275 per person trained) had been spent on training over 117.3m days (4.3 days per annum 

per employee).

However, many commentators report that organisations choose inappropriate methods that 

are costly, time-consuming, have a deleterious effect on employees’ perceptions of the value of 

training and development and ultimately do little to increase skills levels in organisations.

The CIPD and the UKCES produce annual reports which include information on training and 

development activity in organisations. These are available online:

● National Employers Skills Survey 2011 (published May 2012) – www.ukces.org.uk

● Annual Survey Report 2012: Learning and Development (published April 2012) – www.cipd.

co.uk.

The National Employer Skills Survey 2011 notes the division of training into (Davies et al., 2011):

● On-the-job training – defined as activities that would be recognised as training by staff, and 

that take place at the individual’s immediate work position, but not the sort of learning by 

experience that takes place on an ongoing basis. This type of training significantly increased 

between 2005 and 2011 (Davies et al., 2011). The report recognises that ‘broader activity can 

take place which leads to skills development but which may not be classified as training’ 

(Davies et al., 2011: 100), for example, supervision, learning through observation, job enhance-

ment, review and feedback.

● Off-the-job training – which takes place away from the individual’s immediate work position, 

whether on the premises or elsewhere.

http://www.ukces.org.uk
http://www.cipd.co.uk
http://www.cipd.co.uk
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The type of provision of training by employers varies, with 46 per cent providing off-the-job 

training and 42 per cent providing on-the-job training (Davies et al., 2011).

A summary of some of the main learning interventions is given in the following section. In 

order to broaden the definitions and provide recognition of the many ways that staff are devel-

oped, here the reference is to on- and off-the-job learning rather than training.

On-the-job learning

On-the-job learning is learning that takes place at the individual’s immediate work situation and 

includes activities that may not always be recognised by staff as development, for example, staff 

meetings, discussion, reflection, observation, team-working, undertaking a project, assignment 

or consultancy, taking on a new area of responsibility, changing work practices or systems and 

much more. It is popular because it is job-specific and relevant, immediate and flexible. However, 

identifying the learning that has occurred as a result is more challenging – particularly where it 

occurs informally, even if planned.

In 2012, the CIPD survey identified that it was also one of the most effective methods of 

training, topped only by in-house development programmes and coaching by line managers, 

which have grown considerably in popularity in the last three years. However, both positive and 

negative behaviours and skills can be passed on, underlining the need for suitable role models 

and opportunities to be identified and developed as part of the organisation’s HRD strategy. 

On-the-job training ought not to be haphazard and accidental. The most commonly used 

planned methods are now discussed (see Figure 7.4).

Observation

Obtaining job knowledge from colleagues is the most obvious and cheapest method of on-the-job 

development and is how the vast majority of employees learn their job and how best to perform 

it. Social learning theory provides the conceptual basis for this approach (see earlier). Both the 

strengths and the limitations of this approach are based on its central premise – that people learn 

well by watching others. It is popular because it is immediate and accessible to most employees. 

While much of this type of learning happens in an ad hoc, unplanned way, it can be a valid, 

planned way of transferring learning and knowledge in the workplace. In order to be effective, 

it relies on good structuring, planning and monitoring. The limitations of this approach are well 

documented. The underlying assumption is that the role model is an experienced, well-practised 

and skilled performer who has a good understanding of what needs to be passed on. However, 

they may not be good at their job, may exhibit inefficient job practices or inappropriate behav-

iour. There might be someone else who is better, or the role model may not have been trained in 

the practices they are modelling. Often this is a result of poor structure, design and planning, 

but it can result in the passing on of bad or even dangerous working practices.

Reflective practice

Reflective practice is commonly encouraged by professional organisations such as the CIPD and 

is central to their professional standards (CIPD, 2005). This is discussed in detail in the next 

chapter.

Mentoring

The terms mentoring and coaching are sometimes used interchangeably, but there is a difference 

in the relationship between the participants in the process. Mentoring has a much longer history 

than coaching, as Mentor was, in ancient Greek literature, the friend to whom Ulysses entrusted 

the care of his young son before embarking on his epic voyages.

The mentoring relationship is most often orientated towards an ‘exchange of wisdom, support, 

learning or guidance for the purpose of . . . career growth; sometimes [it is] used to achieve 

strategic business goals . . . content can be wide ranging’ (Parsloe and Wray, 2000: 12).

Mentoring is based on a ‘role model’ relationship where a more senior or experienced 

employee takes a supporting role in the development of a new or younger employee. It can be 



LEARNING AND DEVELOPMENT: THE ORGANISATIONAL CONTEXT        237

formal or informal and relies on the development of a positive advisory relationship. As such, it 

includes the skills of coaching, facilitating, counselling and networking. The relationship is often 

mutually beneficial as mentors gain from being challenged to understand their own jobs and their 

organisation, and so find ways of helping their protégé share this understanding effectively.

Effective mentoring relies on the following characteristics:

● Status and character of  the mentor – mentors will generally be senior managers, outside line 

management, who should have the skills and qualities that protégés respect: good empathic 

and people development skills. Not all managers will make appropriate mentors.

● The protégé – should have potential and be capable and willing to develop it.

● The relationship – this should be one of mutual trust, and, unless limits are set, it should 

continue until the protégé no longer needs support.

● The activities – the mentor should:

– encourage the protégé to analyse their performance and to identify strengths and weak-

nesses – feedback should be offered and accepted;

– act as a sounding board for protégés’ ideas and give commentary in the context of the work 

environment;

Figure 7.4  The most commonly used planned methods of on-the-job training.
Source: Adapted from Learning and Talent Development Survey, London, CIPD (2012) p. 8, with the permission of the publisher, the Chartered Institute of Personnel 
and Development, London (www.cipd.co.uk).
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– encourage the protégé to observe and analyse the organisation at work, learning more 

widely about work;

– engage the protégé in their networks.

Mentoring is part of a range of ‘talent management’ activities that organisations engage in to 

identify, develop, engage, retain and deploy the most talented individuals (CIPD, 2012c).

Coaching

The coach does not need to impart knowledge, advice or even wisdom. What he or she must do 

is speak, and act, in such a way that others learn and perform at their best. (Downey (2003: 17))

Coaching . . . requires people to see things from others’ perspectives, suspend their 

judgment and listen at a higher level. (Hall (2005))

Coaching provides a focus for developing individual performance (CIPD, 2012a) in the context 

of a (usually) one-to-one relationship between a trained coach (either internal or external to the 

organisation) and an employee/coachee. The relationship is usually time-limited; goal, outcome 

and solution-focused (Greene and Grant, 2006); and aims to raise awareness and responsibility 

in the coachee (Whitmore, 2009).

Coaching, along with e-learning, represents the largest growth area identified in subsequent 

CIPD Learning and Development Surveys (2005–12) with staying power that has outlived that 

expected by the critics. It is considered, along with in-house development programmes, to be the 

most effective method of learning and development (CIPD, 2012c). Coaching is delivered by 

either in-house staff or external practitioners (Knights and Poppleton, 2008) and often forms 

part of managers’ job descriptions.

At the centre of coaching are models of structure and skills. The structure of coaching, or the 

coaching process, is firmly focused on the outcome or longer-term objective that the participants 

want to achieve. The most popular model is the ‘GROW’ model (Gallway, 1986; Downey, 2003; 

Cox et al., 2009; Whitmore, 2009) (see Box 7.1). The model takes the participants through four 

overlapping stages in an iterative process of interaction between the coach and the coachee. This 

usually takes the form of the coach asking questions in order to raise the awareness and respon-

sibility of the coachee, and allows them to develop practicable solutions or actions in order to 

achieve the goal. It enables the coach to structure the conversation and deliver a result that 

emphasises the accountability and responsibility of the coachee and the will to achieve the 

outcome.

Box 7.1 Typical GROW model

Goal: What is the longer-term objective? What is the objective for this discussion?

Reality: What is the situation now? Who is involved? What is it costing? What is happening?

Options: What are the possible (not necessarily practicable) solutions? What could be done?

Will: What will be done? When? With whose support?

Within this conversational process, the coach is using a range of skills: Downey (2003) sug-

gests that the coach can use all of the skills on the spectrum shown in Figure 7.5. He indicates 

that the most effective skills of  the coach lie at the non-directive end of the spectrum. For 

Downey, the skills of the coach are more valuable than experience of the problem the coachee 

is attempting to resolve. He indicates that while there will be times when the coachee is stuck 

and the coach knows the solution, there are limitations to the directive approach – namely, 
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the coach has to know the answer already or be able to work it out, the answer is unlikely to 

be the one that fits the problem best, and the experience of the coachee is excluded. Aside 

from the generic skills of  coaching, expertise from the behavioural sciences is commonly 

included or expected, for example, psychology and psychoanalysis (Stober and Grant, 2006; 

Palmer and Whybrow, 2007), and different theoretical approaches are employed, for example, 

cognitive behavioural, adult learning, psychodynamic, person-centred or transpersonal  

(Cox et al., 2009).

Coaching is beset by a number of debates, not least the one concerning the appropriate 

way to regulate the profession and develop the skills of  those who practise it (Hall, 2005). 

Professional bodies have been established in the UK (www.associationforcoaching.com), 

Europe (www.emccouncil.org) and the USA (www.coachfederation.org), providing verified 

levels of membership and ethical and behavioural codes of practice. Moreover, many universi-

ties and professional bodies have introduced development programmes for would-be coaches, 

and most organisations have a system to measure the abilities or performance of the coaches 

they use.

The emphasis has shifted in the last few years from developing effective coaches and processes 

to developing a coaching culture (Knights and Poppleton, 2008), with the aim of improving 

individual and organisational performance.

Job rotation, secondment and shadowing

In an economic climate where opportunities for progression and advancement may be reduced, 

job rotation can reduce boredom, vary activities and develop or increase skill levels by encourag-

ing employees to change jobs periodically. If properly structured it can be a positive learning 

experience for employees and have spin-off benefits for business performance. It is usually part 

of a larger agenda of job enrichment which aims to motivate staff and increase productivity. 

However, it has been criticised for being insufficiently planned and structured, with less focus on 

employee development and more on achieving organisational outcomes of flexibility and 

efficiency.

Secondment encourages the cross-fertilisation of ideas and usually involves an employee leav-

ing, temporarily, their workplace to work for another organisation. Usually it will be a similar 

job in a different sector, or a similar area of work with a different focus, for example, practical 

versus theoretical. It is usually for a fixed period of time with a structured procedure for feedback 

and learning.

Figure 7.5  Spectrum of coaching skills.
Source: Downey, M. (2003), Effective Coaching: Lessons from the Coach’s Coach, 3rd edn, p. 23; © 2003 South Western, a part of 
Cengage Learning, Inc.; reproduced by permission of Cengage Learning, Inc., www.cengage.com/permissions and the author.
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Shadowing is another popular technique where employees gain an understanding of a job or 

role in a different department. Usually, the participant is not expected to carry out the job role 

they are shadowing, but learn about a job by walking through the work day as a shadow to a 

competent worker. Normally it is temporary, and allows the participant to view at first hand the 

work environment and skills in practice, with the intention of gaining skills and experience in 

that area in order to inform job choices, or to develop cross-departmental understanding.

E-learning

‘E-learning (or ‘electronic’ learning) may be defined as learning that is delivered, enabled or 

mediated using electronic technology for the explicit purpose of training, learning or develop-

ment in organisations’ (CIPD, 2012b: 1).

E-learning, online learning, or technology-enhanced learning has revolutionised the learning 

landscape generally, and at work has improved access and availability enormously. While many 

large organisations invest in an online learning platform to provide formal course-based learning 

(technical or managerial, professional development or legal compliance), a broader range of 

more informal activities and techniques fall under the umbrella of e-learning, for example:

● group-based activities such as discussion boards, webinars and podcasts (to replace face-to-

face interactions in a classroom);

● individual activities such as blogging and micro-blogging (for developing reflective practice).

Moreover, easy access to free high-quality, university-led learning opportunities on the web (e.g. 

through the arrival of MOOCs – massive, open and online courses – see Corbyn, 2012; Parr, 2013) 

has transformed the landscape of learning more broadly. Social media platforms, open (Twitter, 

Pinterest) and closed (Blackboard, Moodle, Facebook), have also expanded the opportunities for 

co-creation and collaboration in learning, enabling links between learners with common interests 

and of learners to resources. A proliferation of ‘apps’ or programmes to support the process has 

emerged: for online reading (Kindle, Ibooks and Coursesmart), for connectedness (Facebook, 

LinkedIn, Twitter and Instagram), for working together (Wikispace, Mediawiki, Vocaroo, Wimba, 

Wordpress, Tumblr and Googledocs) and for sharing (Pinterest, Stumbleupon, Flickr, Youtube, 

Slideshare and Trapit). Some argue, however, that the proliferation of options in the technology 

of e-learning has sidelined the learner in the process (Colvin-Clark and Mayer, 2011). Designers 

of e-learning, then, need to take a learner-focused rather than a technology-focused approach.

The processes and structures of e-learning give considerable autonomy to the learner, who 

will be able to select, usually in organisations, from a fixed platform such as a webinar or 

e-course, from a range of other activities or from links to further resources. This process of 

‘guided discovery’ (Colvin-Clark and Mayer, 2011) can take learners through activities synchro-

nously or asynchronously, together or alone. The boundaries or limits to the activities and focus 

of the e-learner are therefore far less well defined than traditional learning interventions.

The degree and pace of change have set challenges in terms of:

● understanding and regulation, as companies grapple with how to manage access to social 

media;

● quality, as easy access is no guarantee of veracity or value;

● security, as the easy sharing of material threatens traditional frameworks of ownership and 

privacy;

● capability, as a distinct set of skills is required to effectively facilitate e-learning and to effec-

tively engage in it.

The next sections consider the last point in detail.

The skills of e-facilitators

Online learning has changed the nature of the activities in which facilitators are expected to 

engage. The 24/7, 365-day nature of online learning has an impact on expectations not only of 
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technical skills of e-facilitators, but also in communication skills, time and resource management 

and learning design. 

 Salmon’s work on matching the stages of learning online with the skills of e-facilitators 

( Sharpe, 2010 ;  Salmon, 2011 ) has been highly influential in developing practice in the field. Each 

stage of engagement in e-learning requires the e-moderator to display different sets of skills (see 

 Figure   7.6   ). At the beginning of the process, e-moderators have a more hands-on and active role, 

withdrawing when participants’ confidence and capability have risen. The learners, by contrast, 

can be expected to interact with an increasing number of participants and at a higher frequency 

as time passes.      

  Figure 7.6          Skills required by the e-moderator at different stages of e-learning.  
 Source: From  Salmon (2011) ,  E-Moderating: The Key to Online Teaching and Learning,  3rd edn, p.  32 .  
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The skills of e-learners

Learning theories (considered earlier in the chapter) still have relevance in the e-learning world, 

although they may be challenged by the new context in which learning is taking place. Cognitive 

theories, for example, involve selection, organisation and integration. Using this model, we can 

consider the skills required for e-learning (Mayer, 2005):

● Selection. Learners are much more active participants in shaping their own learning in the 

e-learning context (Sharpe, 2010). One of the challenges of e-learning for the learner is navi-

gating the vast landscape of material that is potentially useful – there is ‘too much of a good 

thing’ (Colvin-Clark and Mayer, 2011: 19). Thus, establishing skills associated with selection 

(which resource is valid?) and choice of material for learning – such as establishing criteria for 

value and worth in the context of learning – should be included at the outset of  any 

process.

● Organising. The mental and practical organisation of material discovered during the pro-

cess of  e-learning requires the learner not only to select appropriately, but also to link in 

a way that provides a coherent representation of what they have discovered. In addition to 

the activities that the e-facilitator undertakes to guide learning, the learner needs skills in 

navigating the landscape and organising what they have discovered. This may involve 

simply good IT skills, or encouragement in logging and recording activity through 

blogging.

● Remembering and integrating. Reusing learning in the context of work may be more challeng-

ing in the absence of physical manuals or instructions, if learning has taken place entirely in 

a virtual environment. Integrating the learning environment with the workplace can enhance 

learning – for the learner, this will involve understanding how devices in the workplace can 

enable access to previous learning and materials.

Explore Revisit the earlier sections of this chapter that consider individual processes of learning. Which, 
for you, helps to explain the process of learning from the perspective of the e-learner? Can the 
theories adequately explain experience in this new context?

Summarising e-learning

At its best, e-learning provides learning which is more accessible, and more flexible and adaptable 

to individual circumstances, and which provides a broader and cheaper range of alternatives. It is 

attractive because of its flexibility and accessibility whereby learning is available when learners 

are available to learn. It allows for learning to be completed in ‘granules’ in the workplace during 

working hours, rather than through a fixed, inflexible traditional training course.

However, its limitations lie in its use simply as a high-tech alternative to textbook learning 

where it plays down the social or interactive aspects of  learning. The most successful and 

effective reports of e-learning come from businesses which use a ‘blended learning’ approach 

(CIPD, 2008) – e-learning combined with multiple additional routes that support and facilitate 

learning (Sloman and Rolph, 2003). This can be through e-learning supported by periodic 

face-to-face learning, or with the knowledge component delivered through e-learning and the 

skills component delivered face-to-face, perhaps supported by online discussions and resource 

links. Its possibilities and combinations are endless and changing, and it has been used by 

organisations as diverse as the National Health Service (Scott, 2008) and Councils (Phillips, 

2008) and has demonstrable advantages for a diverse range of  employees (Jarvis and 

Hooley, 2004).
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Off-the-job learning

Off-the-job learning is simply learning that takes place away from the place of work of the 

employee. However, it is frequently pigeonholed as the ‘old’ way of doing things – and typified 

as teacher-centred, classroom-based, process-focused and providing learning that is difficult to 

transfer to the workplace. It is often criticised as wasteful of time and money, taking the employee 

away from the practical context in which he or she will have to apply the theoretical knowledge. 

Yet, learning that takes place away from the place of work gives the employee time and space to 

consider the new learning, and, if the event includes learners from other departments, workplaces 

or sectors, allows the cross-fertilisation of ideas and innovations, the chance to consider notions 

free from distractions, and the opportunity to network with like-minded individuals. Off-the-job 

learning is epitomised by formal education courses or instructor-led training delivered off the 

job. Formal education courses normally take place in further or higher education colleges or 

universities. Instructor-led training is usually delivered by training professionals either directly 

employed by the organisations or contracted to deliver the event as a training consultant.

Planning and implementation

The planning and implementation stages of learning and development comprise a broad range 

of practical and specialist activities which include careful consideration of the learning theories 

explained in the early sections of this chapter.

Planning

Beavers and Rea (2010) suggest that the design stage of the learning and development process in 

organisations might include:

● Clarifying factors that affect design, both:

– individual – learning needs and how best to meet them, learning styles, previous 

experiences;

– organisational – business priorities, resources, funding, culture, preferences, importance 

of external accreditation, regulations or rules, legal requirements.

● Identifying aims and objectives – taking into account best practice as well as stakeholder input 

and influence.

● Determining and sequencing learning content – taking into account the learning needs analysis 

and the depth of information, this provides information about what is essential, desirable and 

achievable in the time available.

● Selecting methods and designing learning materials – considering in detail learning theory 

which will enable the appropriate selection of different methods and approaches and 

encourage variety in delivery. (The initial sections of this chapter considered the individual 

experience of learning and development – pivotal in the design of activities.)

Key controversy

Some argue generational differences in engagement in e-learning. For example, Prensky (2001) sparked extensive 
debate with his metaphor of ‘digital natives and digital immigrants’. Prensky argues that ‘native’ young people who 
have grown up in a world of technology pose a challenge for ‘digital immigrants’ in adapting their methods of teaching 
and learning for a ‘new’ generation.

Find out more about Prensky’s metaphor and why it has been so enduring. To what extent do you agree with his 
assertion? What are the consequences of your views for the development of your skills and those of others?
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● Selecting assessment and evaluation activities – considering formative and summative 

assessment for individuals and groups, and the requirements of stakeholders in the design of 

evaluation (see later).

● Agreeing the plan with stakeholders and relating outcomes to strategy.

Implementation

Given the extensive variation between learning interventions, similarly, there are variations in 

style of delivery. While ‘most people will conjure up the image of a trainer delivering a traditional 

classroom-based intervention’ (Mankin, 2009: 232), delivery can take many forms and require 

many different skill sets.

Explore Consider the different sets of skills required in order to successfully deliver or effect training or 
development interventions in the following forms:

Coach – for support in achieving goals and improving effectiveness
Mentor – for advice on and support in career and development
Facilitator – for outcome-based learning
Trainer – for practice-based learning
Online tutor – for e-learning
Teacher – for theory-based learning
Manager – for facilitating on-the-job learning, providing feedback, for career development
Colleague – for learning by observation
Individual – for self-directed learning

There are some excellent online (e.g. www.cipd.co.uk) and paper resources (via popular online 
and high-street book retailers) for skills development in each of these areas.

● Identify an area where you would like to develop your skills and ask colleagues, tutors or the 
author (via Twitter, @MairiWatson) for suggestions on suitable resources in each case.

Evaluating learning and development interventions

Despite its strategic importance, the evaluation of  HRD is rarely carried out in any 

organisationally useful way (Anderson, 2007). Two-thirds of  workplaces that train their 

employees also formally assess the impact of training on their performance (Davies et al., 2011), 

leaving a significant number of organisations where evaluation is not undertaken. Often it is 

simply because organisations are not sure how to undertake evaluation beyond tried-and-tested 

approaches and techniques; or, if they are sure how to do it, they are not sure what to do with 

the results. There is also a fear that it will be expensive and time-consuming, and offer little in 

the way of results. Finally, because evaluation is often tagged on at the end of training, learning 

or development, the event or intervention will not have been designed with the end in mind 

(evaluation and feedback into the next intervention). However, there may be a more fundamental 

challenge in measuring the impact of learning and development, which compounds the challenges 

associated with evaluation. The assumption that HRD can add something to ‘the bottom line’ 

of a business, and that it can be measured, springs from the literature on high-performance work 

practices and the best-practice literature (see Chapter 2 on strategic HRM). However, there are 

issues around the capability of current HR data to provide the type of information stakeholders 

require (King, 2010): HR data quantify a range of activities from which there may also be 

qualitative outputs. Green (1999) argues that businesses rarely give sufficient emphasis to 

researching the impact that specific interventions or tools can have on improved performance. 

He says that a business’s success will be achieved by asking challenging questions such as: Why 

is the organisation doing this activity? What difference does it make? Does the difference (return) 

justify the investment? Could we get the same results in a more cost-effective way? Does the 

http://www.cipd.co.uk
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difference anticipated align with our business strategy and objectives? These can be simplified 

to: Why should we do this? What difference do we want? How are we going to measure it? Is it 

cost-effective?

The benefits of engaging in the process of measuring the value of HRD include improving its 

position as an employer of choice through a positive effect on motivation and morale; enhancing 

employee contribution; and supporting the delivery of company objectives by developing the 

skills in line with organisational needs. HRD is an aspect of the psychological contract in organi-

sations, and potentially skills the workforce to be better than the competition. At the very least, 

HRD sometimes means a business can operate within legal requirements. Measurements should 

go beyond post-course evaluation to measuring wastage, error rates, cost benefit, customer sat-

isfaction, staff opinions and motivation, and can attempt to link specific outcomes to the training 

delivered, analyse cost-effectiveness, demonstrate contribution to strategic objectives, and link 

HRD to performance via a performance management system.

That said, evaluation is less of a calculation than it is a judgement (Kearns, 2005). A rigorous 

scientific approach to evaluation, though desirable in theory, is not practical. Therefore, it 

involves a number of subjective considerations – the measurement itself  is subjective, the 

interpretation of the results is subjective, and the values and goals of the stakeholders in the 

process are different and potentially conflicting. Attaching a financial value to HRD, which means 

estimating the financial impact of employee behaviour, is at least challenging. However, one 

might argue, it is no less challenging than assessing the impact on the organisation of marketing 

efforts, such as advertising or networking. Isolating the impact of HRD is therefore not 

insurmountable: for example, alongside the many tools suggested in this section, one might 

establish a control group, consider the impact of other influences (e.g. market or financial 

changes in the environment) or use professional judgement.

One remaining conundrum concerns what evaluation purports to measure: most models we 

consider here are concerned with intermediate outcomes, which may or may not lead to business 

success, for example, cost of training, reduction of turnover or absence, improved morale or 

motivation, all of which, it is hoped, will have some broader business impact. These performance 

indicators may not give the best information, as they measure only the specific outcome they 

purport to measure and nothing more. Writers still struggle to elevate the measures associated 

with HRD to a higher, strategic level.

Such questions are at the heart of evaluation, and this section outlines some of the key models 

and approaches to judging the contribution HRD behaviour can make to organisational 

performance. Evaluation at its best flows throughout learning in the organisational context, and 

happens as events unfold using multiple methods of feedback and communication, rather than 

on a piece of paper at the end of a training course.

Categorising evaluation

Three themes are apparent in the development of measurement and evaluation in HRD (Wang 

and Spitzer, 2005):

● Evaluating practice – typified by the seminal work of Kirkpatrick (1960 – see the next section) 

and considering the impact of (usually) training interventions.

● Evaluating process – typified by the return on investment (ROI) work seeking to justify train-

ing and HRD expenditure based on the measurements of benefits versus costs of training.

● Evaluating experience – based on an awareness of business reality and, by extension, of the 

strategic contribution that HRD can make, which is still an emerging field of analysis.

Evaluating practice

This stage in the development of evaluation literature relies heavily on Kirkpatrick’s (1960) 

enduring work, which, while it has been criticised (Swanson, 2001), has had enviable staying 

power in the world of learning evaluation. Kirkpatrick proposed four levels of evaluation of 
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learning and training. A close examination reveals that Kirkpatrick was more concerned with 

the transfer of learning to the workplace and organisational results than is often represented:

1. Reactions for Kirkpatrick are defined as ‘how well the trainees liked a particular training 

program’. Reactions are typically measured formally, and immediately, at the end of training, 

but can be measured informally by the trainer/facilitator during the event.

Measures include: reaction questionnaires, observation of reactions, relationships, body lan-

guage, participant interactions, questioning by trainer and questions asked by participants.

2. Learning is defined by Kirkpatrick as the ‘principles, facts, and techniques [that] were 

understood and absorbed by the conferees’. This has the purpose of  measuring the 

change in the knowledge of  the learner post-event, compared with the knowledge 

pre-event.

Measures include: written, verbal and practical tests, interviews with participants and managers 

at pre-determined times after the event, self-assessment, performance-review procedures, 

questionnaires, interviews and peer group discussion.

3. Behaviour is about changes in on-the-job behaviour, which must be evaluated in the work-

place itself.

Measures include self-, peer and manager appraisals, observation, measurement of outputs/

results, interviews and product/service sampling.

4. Results. Kirkpatrick relied on a range of examples to make clear his meaning here: ‘Reduction 

of costs; reduction of turnover and absenteeism; reduction of grievances; increase in quality 

and quantity of production; or improved morale which, it is hoped, will lead to some of the 

previously stated results.’

Measures include: measurement of performance indicators, for example, absenteeism, griev-

ances, production, customer satisfaction, turnover, targets, stakeholder feedback, return on 

investment (ROI) measures (see the following section).

It is difficult to overestimate the popularity of Kirkpatrick’s model. Some 91 per cent of those 

surveyed in the CIPD’s Learning and Development Survey 2006 evaluated training, learning and 

development activities and 98 per cent of those used exercises to measure Kirkpatrick’s level 1 

outcomes. Some 75 per cent used level 2 evaluation exercises, 62 per cent level 3 and 36 per cent 

go as far as level 4.

Missing from Kirkpatrick’s model is any consideration of the pre-event state of affairs or an 

assessment of how level 4 results affect the business. Hamblin (1974, 2007) added this ‘ultimate 

level’ to consider the extent to which the event has affected the ultimate profitability and survival 

of the organisation.

Kirkpatrick’s model has operational and practitioner appeal, and a role in demonstrating the 

value that learning and development activities can add to organisations. Even at this level, organi-

sations identify that their efforts to measure the impact of learning and development activities 

do not go far enough, and while there is an increasing emphasis on evaluation, cost, time, lack 

of effective measures, organisational priorities and lack of knowledge and understanding act 

against the best attempts of those who seek to establish the contribution that learning and devel-

opment make to business performance (CIPD, 2012c).

Evaluating process

As noted by Scott (2010:14):

In difficult times, HR gets a mindless fixation on return on investment. . . . Everybody thinks 

they should measure the return on investment on training. But most people in learning and 

development don’t know what it means, or understand that it has specific technical 

requirements.
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An increasing awareness of the business reality of global competition, pressure from adverse 

economic conditions and increased demands for managerial accountability (Wang and Spitzer, 

2005) and availability of advanced HR metrics (Scott, 2010) have contributed to the popularity 

of ROI approaches. These measures have stimulated much critical debate in the world of HRD 

(Phillips, 2005). At its simplest, ROI calculates the costs and benefits of training events, and it is 

usually represented as an (apparently) straightforward formula:

Benefits from training - Costs of training

Costs of training * 100%
= % ROI

There the simplicity ends, as measuring the costs and benefits of training is often far from 

straightforward. Thompson (2005) argues that to measure ROI effectively, training has to be 

divided into two categories: knowledge and technical skills (content or ‘hard’ training); and 

attitude and interpersonal skills (process or ‘soft’ training). The former is fairly easy to assess 

for ROI purposes, but the latter (often the larger proportion of companies’ training effort in 

terms of time, money or profile) is a ‘problem area of evaluation’. The usefulness or otherwise 

of the measure is dependent on the quality of the information that feeds it. Sophisticated models 

(Swanson, 2001; Phillips, 2002; Kearns, 2005) emphasise the importance of:

● collecting information post-event or programme, including evaluation instruments that are 

purposeful, timely and multilevel;

● isolating the effects of the training or programme;

● converting the data to monetary value;

● calculating ROI;

● identifying other, intangible benefits.

Potentially, the sophisticated emphasis on financial and strategic measurement of outputs is 

at odds with the values-based practice of training and development, and Dee and Hatton (2006: 

40) argue for an incremental approach:

Learning and development should demonstrate a business benefit, but it is often impossible 

to go from training straight to ROI. A possible alternative is a staged process which focuses on 

improving the quality of programmes, increasing the transfer of learning to the workplace and 

measuring against specific metrics established from the outset.

Phillips (2012) suggests that the key to effectiveness in ROI measurements is in planning for 

them at the outset of learning and development activities. Moreover, ROI measures (or metrics) 

should be attempted at each level of Kirkpatrick’s model, which may include:

● Measures of  training activity – how much training and development take place? Percentage 

of payroll, training amount spent per employee per annum, average number of training days 

per employee/manager per annum and HRD staff per 100 employees.

● Measures of training results:

– at reaction level: average percentage of positive course ratings;

– at learning level: average percentage gain in learning per-course based on difference between 

pre- and post-course results;

– at behaviour level: average percentage of improvement in on-the-job performance after 

training;

– bottom line: profits per employee per year;

– cost savings as a ratio of training expenses.

● Measures of  training efficiency – training cost per delegate hour.

Despite the limitations, discussion of ROI has increased the awareness among HRD practitioners 

that, in order to justify the existence of HRD interventions, there has to be some attempt to 

measure the financial contribution it makes to the organisations, however challenging this is in 

practice (Thompson, 2005; Phillips, 2012).
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Thompson (2005) suggests five methods of  gathering information to inform an ROI 

judgement:

● Refining end-of-course ‘happy sheets’ to ask ‘What will you do/do differently as a result of 

this training?’ and ‘How exactly will each element of this course help you to do a better job?’

● Following up with line managers and participants at a later date, asking for feedback on the 

things they have used from the training.

● Emailing a sample of people, asking them about past ‘critical incidents’ (e.g. in management 

of communication), what skills they used to deal with them, and where they acquired those 

skills without hinting that training could be the primary source.

● Interviewing participants, their managers and other significant stakeholders before and after 

training.

● Asking participants to complete pre- and post-event evaluations.

Benchmarking can also provide information on the evaluation of process in HRD (see Box 7.2). 

Benchmarking is a set of related activities that support and enhance strategies of imitation or 

collaboration leading to a competitive advantage. Walton (1999: 303) notes that ‘some organisa-

tions have relied excessively on comparative performance data as a key plank in their competitive 

strategy. . . . [T]his may help a company meet competitors’ performance, but it is unlikely to 

reveal practices to beat them.’ Harrison (2009: 250) also argues that benchmarking measures best 

value or best practice and not the value added to the organisation by the training or learning 

intervention. To measure added value, Harrison argues, means asking and answering a different 

question: ‘What critical difference has the service made to the organisation’s capability to dif-

ferentiate itself from other similar organisations, thereby giving it a leading edge?’

There are three types of benchmarking: competitive benchmarking, which assesses key parts of the 

organisation’s processes, systems and procedures against those of chosen competitors in the field; 

best-practice/functional benchmarking, which compares particular aspects of an organisation’s 

product or service with organisations considered to be ‘the best’ in this area, and which may involve 

collaboration; and internal benchmarking, which considers and compares similar processes within 

an organisation to achieve internal best practice, for example, induction and appraisal.

Box 7.2 Benchmarking

For HRD, Walton (1999: 313) suggests three levels at which benchmarking can operate:

● The level of organisational learning:

– How have other organisations generated a learning climate?

● The level of organisation-wide HRD processes:

– How have other organisations identified and developed competencies for staff?

– How have other organisations balanced on- and off-the-job learning?

● The level of training and development activity and resource allocation:

– What percentage of payroll is devoted to training and development in other organisations?

Questions

1 How can you use this model of benchmarking in your organisation to assess the effectiveness of HRD activity?

2 Where will you find the information you need to answer the questions successfully?
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Evaluating experience

The evaluation of experience draws on a desire to demonstrate overall contribution to business 

performance (Anderson, 2007) in a way that goes beyond the previous section. For example, 

Brinkerhoff (2005) supports this view that traditional evaluation models and methods do little 

to improve organisational performance. His ‘success case method’ argues that the main challenge 

for organisations is how to leverage learning – consistently, quickly and effectively – into improved 

performance. Responsibility for this does not lie solely with HRD professionals, and while the 

diffusion of responsibility poses challenges, especially for evaluation, it opens the way for a 

consideration of a ‘whole organisation approach’ to evaluation, which will ultimately be more 

effective in turning learning into organisational advantage. He uses the metaphor of marriage to 

explain that most evaluation considers the wedding (the training), whereas what we really need 

to know about is the whole marriage (the training, plus what comes afterwards), the entire train-

ing to organisational performance process.

Making evaluation work: Closing the loop

The initial diagrams for planning learning and development represented the process as a loop, 

where evaluation ultimately fed into the development of future plans. Closing the loop gives 

purpose to the evaluation activities, and without that there is little point in engaging in what is 

potentially difficult, complex and judgemental.

Explore How can HRD evaluation make a contribution to the development of future plans and approaches?

Learning and development: The national perspective

Learning and development in organisations do not occur in a vacuum. Product markets, that is, 

the demand and supply of goods and services, are influenced by myriad factors outside of and 

external to any specific organisation. These factors include a wide range of social, technological, 

economic and political conditions operating, and changing, at any given point in time. The same 

is true of labour markets, that is, the demand and supply of labour to carry out work, commonly 

in employment. Stewart and Rigg (2011) identify global and national population and demographic 

change, international trade and employment arrangements and globalisation as just a few of the 

factors that affect organisations and their operations, and hence all aspects of human resource 

management, including learning and development. They also suggest that the policies of 

the European Union have more direct application and implications for its member countries, and 

so for UK employers. That premise may have changed with the recent UK referendum result on 

EU membership, known as Brexit. However, the precise implications of Brexit for UK employers 

in relation to employment policy and practice remain to be seen. According to Stewart (2017), 

there are clear learning and development implications of Brexit itself emerging from the aftermath 

of the referendum result. These include the need to address the evident rise in behaviours fuelled 

by xenophobia and racism. That aside, whatever relationship is eventually agreed between the 

UK and the EU will necessarily address the question of free movement of people as one of the 

EU four fundamental market freedoms, and so there will be some level and element of continuing 

influence on the UK labour market from EU policies. In any case, as with all other developed and 

developing countries, the UK itself will continue to adopt national policies that have impact on 

learning and development practice in work organisations.

EU and national UK government policy have implications for both product and labour mar-

kets. The free movement of people within the EU is a clear example of this being the case. 

National and local populations are changed as a result of immigration into one EU member 

country from other member countries; a factor heavily emphasised in the UK Brexit campaign. 
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This means that the makeup of national consumers for goods and services changes, as does the 

supply of labour for national and local employers. However, there are more specific policies that 

have more direct impact on and implications for learning and development. These policies are 

generally referred to as either Vocational Education and Training (VET) or National Human 

Resource Development (NHRD). These terms can have subtle differences in meaning and applica-

tion but this is a matter of nuance rather than of substance (Stewart and Rigg, 2011) and so only 

the term VET will be used here. VET policies of the EU currently form an overarching context 

for the UK and so they are still, at the time of writing, worthy of a brief examination since some 

elements still have an influence on UK policy. The latter, though, is of direct relevance to this 

book and this chapter and so will also be a focus. It is also the case that, in relation to VET, EU 

member counties have a high degree of independence, control and discretion within the context 

of free movement of people. That explains variation in VET policy and practice across European 

countries (Stewart and Rigg, 2011). Whatever approach is taken and whichever policies are 

adopted, VET generally seeks to achieve the same aims based on a similar rationale.

The purpose and aims of VET

According to Stewart and Sambrook (2012), the rationale for national governments seeking to 

influence vocational education and training is based on a simple syllogism. This first premise is 

that skills development of individual citizens has positive economic impact for them and for the 

country. Second, therefore, is that investment in individual skills development will produce posi-

tive economic returns for individuals and the country and, by implication, employers. Therefore, 

the conclusion is that individuals and employers need to be encouraged and facilitated to invest 

in individual skills development. And, relatedly, investment by government in individual skills 

development is also justifiable in producing national-level positive economic outcomes. Hence, 

VET policies adopted by national governments broadly aim to either facilitate or require invest-

ment by individuals and employers in skills development, sometimes by the direct or indirect use 

of government investment. Direct investment by government may take the form of direct funding, 

as is the case with compulsory education and which used to be the case in the UK in relation to 

higher education. Indirect investment may take the form of tax reliefs for employers who invest 

in approved VET. Tax relief is also a form of governments facilitating investment by individuals 

and/or employers. Requiring rather than facilitating investment commonly takes the form of a 

levy charged to employers; a levy being a tax by another name but a form of what is known as 

hypothecated tax, which means that it is for a given and specific purpose and that revenue gener-

ated by the levy can be spent only on that specific purpose.

The syllogism is not without its critics. One basis of criticism is that VET policy focuses too 

much on an economic rationale and economic outcomes (Lopez-Fogues, 2016). This means that 

alternative rationales such as social and cultural benefits, to both individuals and countries, are 

disregarded both in formulation and in evaluation of VET policy. A related consequence is too 

much of a focus on quantity rather than on the quality of VET that is actually provided and 

experienced by individuals (Dolphin and Lanning, 2011; CIPD, 2016). These criticisms, especially 

the latter, have varying validity across different countries. For example, some European countries 

adopt what is called an expansive rather than the restrictive approach to apprenticeships and 

VET more broadly (CIPD, 2016). The expansive approach gives more emphasis to the quality of 

learning and also to a broader scope for the content of learning than exclusively on narrow job 

related skills. Analyses of  policy in various European countries such as those using the 

Explore Access the article by Stewart and Sambrook (2012) and assess their argument in support of the 
syllogism. Also consider their case on the development of UK VET policy.
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expansive-restrictive continuum and which shows widespread variation on that continuum, 

provide additional evidence of the freedom EU member states have in relation to VET policy. 

However, the EU does provide a strategic framework which member states have all agreed to and 

so are required to follow.

EU policy framework

The EU has adopted an overarching growth and jobs strategy known as Europe 2020. This has 

elements and targets for the 10 years 2010 to 2020 related to employment; research and develop-

ment; climate/energy; education; social inclusion and poverty reduction. Those related to 

employment and education are most relevant to EU wide and national VET policy. The whole 

of the Europe 2020 strategy and each of the specific elements have undergone revisions since 

2010, particularly in 2015. The original aims and policies related to employment and relevant to 

VET were contained in an initiative known as ‘An agenda for new skills and jobs’, published in 

2011. This set out four priorities for the initiative; first, achieving flexible labour markets but 

with secure jobs and employment, known as ‘flexicurity; second, equipping citizens with the 

right skills for employment; third, improving the quality of work and working conditions; and 

fourth, supporting job creation. In reviewing Europe 2020 in 2015, the EU adopted a revised set 

of guidelines on employment for member states. These focus on, first, boosting demand for 

labour; second, enhancing labour supply, skills and competencies; third, enhancing the function-

ing of labour markets; and fourth, fostering social inclusion, combating poverty and promoting 

equal opportunities.

There are clear similarities in the 2011 and 2015 policy statements. However, there were some 

amendments to EU programmes of funding and other activities. That said, the main thrust of 

the EU policy framework related to VET remained the same. EU policy is basically derived from 

and built on the syllogism explained earlier in that there is an assumption of causal relationships 

between levels of skills in the population and positive economic outcomes. Other elements of 

the Agenda for skills and jobs, and the 2015 revisions, do, though, indicate that the EU values 

social and cultural outcomes as well as purely economic benefits, and that it sees a role for VET 

in those wider terms. How true that is in the UK is a key question.

UK VET policy

VET policy in the UK has a chequered history (Stewart and Rigg, 2011). A commonly cited 

starting point in examining that history is the report of a Royal Commission titled ‘Report on 

Technical Instruction in Great Britain’ published in 1884. There have been many similar reports 

since then which have analysed the same topic through similar means; for example, comparing 

and contrasting VET in the UK with that in competitor countries, especially those in mainland 

Europe. More recent examples include the Leitch Review (Leitch, 2006), the Wolf Report (Wolf, 

2011), the Richards Review of Apprenticeships in 2012 and the Report of the Independent Panel 

on Technical Education (Lord Sainsbury Report) published in April 2016. Such reviews provide 

the basis for government decisions on policy as well as institutions and mechanisms to implement 

policy and related initiatives. While the history of UK VET policy shows a relatively high degree 

Explore Access the EU reports at the following websites and compare and contrast the content:

● http://ec.europa.eu/social/main.jsp?catId=958

● http://eur-lex.europa.eu/legal-content/EN/TXT/PDF/?uri=CELEX:32015D1848&qid=1474

984502409&from=en

http://ec.europa.eu/social/main.jsp?catId=958
http://eur-lex.europa.eu/legal-content/EN/TXT/PDF/?uri=CELEX:32015D1848&qid=1474984502409&from=en
http://eur-lex.europa.eu/legal-content/EN/TXT/PDF/?uri=CELEX:32015D1848&qid=1474984502409&from=en
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of consensus among political parties and governments of the left and right, there is also clear 

evidence of continuous change in institutions and mechanisms within the consensus of policy 

and overall aims (see Stewart and Sambrook, 2012 for a fuller discussion of these points). For 

example, the UK Commission for Employment and Skills (UKCES) was established in 2008 in 

response to the Leitch Review. The UKCES replaced a number of different organisations and was 

given responsibility for their remits, as well as new responsibilities. However, UKCES will itself 

be closed sometime in 2016 and its functions either withdrawn completely or transferred to 

successor bodies. Constant tinkering with initiatives, institutions and mechanisms is a clear 

feature, perhaps also a weakness, of UK VET policy, despite the overall consensus of applying 

the syllogism of individual skill development resulting in individual, organisational and national 

economic prosperity (see also CIPD, 2016).

Explore Access and read Lord Sainsbury’s report at the following website:

● https://www.gov.uk/government/uploads/system/uploads/attachment_data/file/536046/

Report_of_the_Independent_Panel_on_Technical_Education.pdf

The situation on UK VET at the time of writing is set out in a joint Department for Business, 

Innovation and Skills and Department for Education document titled ‘Post-16 Skills Plan’, 

published in July 2016. It was produced prior to the appointment of Theresa May as Prime 

Minster and the subsequent changes to government departments introduced by her. However, 

and again at the time of writing, no changes have been announced to that plan. In the foreword 

to the plan by the then Minister of State, Nick Boles states: ‘Getting it right is crucial to our 

future prosperity, and to the life chances of millions of people.’ Since the UK has been attempting 

to ‘get it right’ since 1884, and as Stewart and Sambrook (2012) suggest, perhaps ‘getting it right’ 

is a worthwhile but illusory aim. Much of the Plan draws on the recommendations of the Lord 

Sainsbury report, as well as building on prior government decisions such as closing the UKCES 

and the creation of the Institute for Apprenticeships. The latter body will have a key role in 

implementing the Post-16 Skills Plan and in overseeing related reforms. It is clear from the 

envisaged role of the Institute of Apprenticeships that apprenticeships lie at the heart of current 

VET policy in the UK. That is also clear from the commitment made by the previous Prime 

Minister, David Cameron, that there will be 3 million apprenticeship starts by 2020. The Plan 

also details 15 ‘technical education routes’ into employment, many of which are currently, or 

will be in the future, linked to apprenticeships. We will now examine apprenticeships in more 

detail.

The term ‘apprenticeship’ has varied meanings depending on time and place. It is mostly 

associated with a European tradition which originated and developed in the later Middle Ages 

as a system of training young people for entry to craft and technical level occupations. The system 

was at that time generally managed by what were known as ‘guilds’, sometimes seen as forerunners 

of both trade unions and professional associations. Members of these guilds were expert 

practitioners of a trade or craft, known as ‘masters’. A master would take on a young person as 

an apprentice for a defined period of time, often around seven years, providing the master with 

access to labour and often some payment, and providing the young person with access to learning 

and development, and an entry route into an occupation. The relationship between master and 

apprentice was often governed by an ‘indenture’, which was a form of legal contract specifying 

terms and conditions of the apprenticeship. The original forms of apprenticeship have developed 

over time and have encompassed increased numbers and types of occupation. These developments 

have varied in different parts of the world. As originally practised, apprenticeships were based 

on arrangements organised outside of state control. However, more recent and current forms of 

apprenticeship have been subject to state intervention. For example, in Germany, the national 

https://www.gov.uk/government/uploads/system/uploads/attachment_data/file/536046/Report_of_the_Independent_Panel_on_Technical_Education.pdf
https://www.gov.uk/government/uploads/system/uploads/attachment_data/file/536046/Report_of_the_Independent_Panel_on_Technical_Education.pdf
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Vocational Training Act of 2005 is the latest in a long series of legislation governing, among other 

things, apprenticeships. This legislation enshrines and requires cooperation between what are 

termed the social partners; representative bodies of  employers, employees and education 

providers; in the design and operation of apprenticeships to ensure high quality and standards. 

The German approach to vocational training and apprenticeships is known as the dual system 

involving defined periods of study of at least three years. Such study includes work-based learning 

with an employer and class-based learning with an education provider, leading to a recognised 

qualification with currency in the labour market. In contrast, the UK state intervention has 

recently become more concerned with numbers of apprentices rather than the quality of learning. 

It is also the case that employers are the dominant player in apprenticeships where shorter periods 

of  study and lower level qualifications are achieved by some apprentices. These recent 

developments have been termed as ‘apprenticeship lite’ (Sloman, 2014). However, the current 

policy as indicated in the Post-16 Skills Plan claims to emphasise quality as well as quantity 

through requiring a minimum of training period of 12 months; a mix of college-based and 

employment-based learning; reform of the qualifications system; closer monitoring of training 

providers; and assessment of achievement against clearly defined, broad and employer-specified 

occupational standards.

Explore Access and read the Post-16 Skills Plan at the following website and compare the content with 
the recommendations of the Sainsbury Report:

● https://www.gov.uk/government/uploads/system/uploads/attachment_data/file/536043/

Post-16_Skills_Plan.pdf

Explore Read the collection of essays on UK apprenticeships published by the CIPD and available at the 
following website:

● http://www.cipd.co.uk/publicpolicy/policy-reports/where-next-for-apprenticeships.aspx

This new emphasis on quality, as well as the continuing focus on quantity, is linked to and 

supported by funding arrangements. A new ‘apprenticeship levy’ will generate additional funding 

for the government. This levy will be implemented in 2017 and will apply to employers in both 

the private and public sectors with over £3million total annual pay bill. The levy will be set at 

0.5 per cent of the employer’s annual pay bill. However, employers will be able to ‘reclaim’ all or 

parts of their levy payments to fund training and assessment of any apprentices they employ, so 

long as the apprenticeships meet specified criteria that fit with the government’s definitions 

and operating principles for approved apprenticeships. Some of these are yet to be decided and 

announced, but a minimum of one year for education and training; assessment against approved 

standards determined by employers; achievement of  recognised/approved qualifications; 

and partnership with an approved training provider seem to be certain to feature in the criteria. 

It is important to note, though, that while the levy will operate across all countries in the 

UK, criteria and arrangements for employers reclaiming monies from the levy will vary in Wales, 

Scotland and Northern Ireland.

The apprenticeship levy is an example of what is referred to as an interventionist approach to 

VET (see Stewart and Rigg, 2011). It has the clear purpose of engaging employers in apprentice-

ships and so helping to reach the 2020 target of 3 million starts. Through engaging employers, 

the levy is also seen as a key instrument of the policy of raising skills in the labour market by 

https://www.gov.uk/government/uploads/system/uploads/attachment_data/file/536043/Post-16_Skills_Plan.pdf
http://www.cipd.co.uk/publicpolicy/policy-reports/where-next-for-apprenticeships.aspx
https://www.gov.uk/government/uploads/system/uploads/attachment_data/file/536043/Post-16_Skills_Plan.pdf
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improving opportunities and choice for school to work transition, as well as being available to 

adults. Part of that policy, which is directly articulated in the Post-16 Skills Plan, is to gain parity 

between academic and vocational education and training routes post-compulsory education, and 

also facilitating movement between the two. However, there is much research and writing that 

questions whether apprenticeships as currently constituted in the UK can bring about that parity 

(e.g. Brockmann and Laurie, 2016). The current approach to apprenticeships is also questioned 

on many other grounds; including whether the levy will actually be an effective incentive to 

employers to recruit and train apprentices (CIPD, 2016); and particularly when compared to what 

happens in other countries (Mazenod, 2016). It is therefore an open question whether the current 

government and their current VET policy have ‘got it right’.

Concluding comments

Learning and development are not just of significance for individuals, but also of strategic impor-

tance to employers. This is recognised by many of the organisations that have invested in their 

human resource development, as People Management reports in its regular company profiles and 

annual features on the National Training Awards. It is also acknowledged in the various national 

schemes to develop skills. It is therefore crucial that managers and policymakers understand the 

processes of learning and development.

Of course, learning and development are significant for individuals, too, both to prosper in 

employment and society and, more importantly, to fulfil their potential. Their learning and 

development take place through life, not just during their employment, so that employers both 

benefit from and contribute to it. It has to be recognised, therefore, that human resource develop-

ment has a moral dimension, and juggles with empowering and controlling employees.

Summary

This chapter has covered broad ground, from the individual experience of learning, through 

learning and development as an organisational process and then as a national process. For exam-

ple, the chapter has discussed:
● Learning and development are of strategic importance to organisations, and of high impor-

tance to the broader economy, reflected in organisational plans and government policies.

● There are many definitions of ‘learning’ and ‘development’ and many ways in which learning 

and development can play out in organisations.

● Learning and development are significant for individuals.

● Adult learners have particular expectations of, and requirements from, learning and 

development opportunities.

● Theories of learning provide explanations of how learning takes place and assistance in 

optimising the effectiveness of organisational learning interventions.

● In organisations, the planned process of learning and development includes: identifying 

learning needs, aims and objectives; determining learning strategies; planning and 

implementation; and evaluation.

● E-learning, or online learning, has grown exponentially in the last few years, with new 

supportive technologies to enhance the experience, but also to pose skills challenges for 

learners and facilitators alike.

● The national context of learning and development – or government skills policy – has a 

significant impact on the quality and impact of learning and development in organisations.
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There is a typical approach taken in most organisations to 
learning how to use a new IT system, the ‘default position’ 
as the CIPD termed it. When a system is introduced or a 
major update takes place, the first step typically involves an 
initial period of classroom training for those staff who are 
seen as important to the change process, the champions or 
implementation team. This is designed, and often delivered, 
by the IT system suppliers and can cover both the following 
aspects, although often the second is neglected:

(i) how to do the required task (what is the activity that the 
individual must perform?);

(ii) what the implications of the task are, that is, the wider 
contextualisation (where does my piece of the world fit 
and impact on this?).

The second stage is the identification of users and an 
initial short period of off-the-job classroom instruction 
followed by self-directed learning with the facility to call on 
the services of expert co-workers. Often the follow-up 
support is provided by members of the implementation 
team. New joiners who arrive after a new system has been 
introduced rarely receive adequate training and are often 
neglected. Sometimes their training is dealt with at the 
workplace through on-the-job training, delivered by 
champions. On occasions they are overloaded at induction 
with training on everything including the IT system, but this 
rarely works effectively. A CIPD study of staff in organisations 
asked how they prefer to learn new IT systems. Not once 
did anyone say they would have preferred more off-the-job 
training in the classroom. There was a distinct preference 

Questions

1 What are the key differences between learning and development?

2 How would you explain the term ‘employability’? How might individuals acquire greater 

employability?

3 To what extent do the learning theories discussed in the first section of this chapter inform 

the design and delivery of learning interventions in your organisation or organisations with 

which you are familiar?

4 In what ways might learning and development interventions support the business strategy?

5 How idealistic or cynical are calls for activities such as mentoring and coaching in today’s 

flexible organisations?

7 Is mentoring a byword for coaching? If not, how do the two practices differ?

8 ‘Mentoring is an empowering process.’ To what extent do you agree with this statement? Are 

there other possible interpretations?

9 Consider a range of different methods of training. What do you deem to be the advantages 

and disadvantages of each method for the categories of employees within your organisation? 

Which methods would be most fitting for the skills and behaviour your organisation seeks to 

instil?

11 What are the benefits of investing in processes of evaluating the impact of training and learn-

ing on organisational outcomes?

12 Why do most organisations neglect the evaluation of L&D? What evaluation techniques have 

you used or been party to?

13 How would you summarise the UK’s current skills policy?

14 To what extent do you believe the new training levy will result in major upskilling in UK 

organisations?

Case study
Learning IT systems
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for learning through supported hands-on practice. There 
was an evident comfort with less formal learning delivered 
in the workplace by colleagues.
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use a new system.

Questions

1 How can the learning theories described in the first part 
of the chapter explain how IT systems can be made 
effective?

2 Which learning and development methods will be most 
appropriate for learning system updates?

3 Which learning and development methods will be most 
appropriate for new starters learning the IT system?

4 How would you evaluate learning provided to staff on 
IT systems?
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CHAPTER 8
LEADERSHIP AND MANAGEMENT 
DEVELOPMENT
MAIRI WATSON AND DEBORAH PRICE

Objectives

● To explain the meanings and nature of management and leadership 
development in organisations.

● To acknowledge the significance of management and leadership 
development to organisational success.

● To contrast key conceptual approaches to management and leadership 
development.

● To examine the methods, techniques and processes used to develop 
managers and leaders.

● To draw attention to the way that management and leadership development 
can be varied to meet different needs and in different contexts.

● To speculate about the future direction of management and leadership 
development in the UK and beyond.
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Campaigner Cindy Gallop says women 
‘don’t want to work in an industry 
dominated by men’

Senior figures from across the advertising industry have 
clamoured to speak out against gender discrimination in the 
sector after Saatchi & Saatchi’s executive chairman, Kevin 
Roberts, was suspended for making controversial remarks 
about women in the workforce.

In an interview with Business Insider, Roberts, who is also 
head coach at Publicis – the agency’s French parent com-
pany – said the debate about gender bias was ‘all over’ and 
people are ‘debating an issue that isn’t really there’.

Roberts’ remarks were quickly refuted by Publicis 
Groupe’s chairman and CEO Maurice Lévy: ‘Promoting gen-
der equality starts at the top and the Groupe will not toler-
ate anyone speaking for our organisation who does not 
value the importance of inclusion’.

Cindy Gallop, a prominent campaigner for equal gender 
representation in the industry and former chair of the US 
branch of Bartle Bogle Hegarty, told People Management 
that women aren’t prepared to put up with gender 
discrimination anymore. ‘There are a lot of women who 
haven’t yet realised how much this is holding them back, 
but a lot who simply do not want to accept the industry 
the way it is, and we are now doing something about it’, 
she said.

‘I know many women who are ferociously ambitious – 
but women don’t want to have to work in the way you have 
to at the top of an industry that is dominated by white men. 
That’s the reason women are dropping out and, if you want 
to prevent that, open your business up to being redesigned 
by women just as much as men’.

In the interview, Roberts said he doesn’t spend ‘any 
time’ on supposed gender issues at his agencies because 
the issue is ‘way worse’ in sectors such as financial services, 
where there are ‘problems left, right and centre’. About 65 
per cent of Saatchi & Saatchi’s staff are women, compared 
with a 50/50 gender split at parent company Publicis.

He also said that women lack ‘vertical ambition’ and that 
Gallop ‘[is] making up a lot of the stuff to create a profile, 
and to take applause, and to get on a soap[box]’.

’The comments are downright stupid,’ Andrew Dimi-
triou, president at marketing and communications com-
pany Y&R Europe, told Campaign magazine. ‘We have a lot 
of work to do in our industry for gender equality and, more 
broadly, diversity. The fact is our society as a whole has a 

huge task ahead of us and to trivialise this with schoolboy 
comments sets us back’.

Juliet Haygarth, CEO at creative agency BMB, agreed. ‘To 
make wholesale generalisations about women and what 
“they” want from their career development is daft’, she said. 
‘His comments certainly don’t resonate with me. With big 
issues such as the gender pay gap alive and well, and a lack 
of diversity across senior positions in the industry and 
beyond, we shouldn’t make assumptions. We need more 
practical solutions in place versus older, white men telling 
us what they think’.

The chief executives of all the six big advertising agen-
cies’ holding companies are men. A 2015 diversity survey 
of the industry, carried out by Campaign and the Institute 
of Practitioners in Advertising, found there are very few 
women in senior creative roles and at CEO level. Women 
account for 56 per cent of junior agency roles, but only 
39 per cent of heads of departments, and hold just 30 per 
cent of leadership positions.

‘Sadly, the facts speak for themselves: the majority of 
graduates that come into the industry are female, but only 
between a quarter and a third of the industry’s most senior 
people are women, so yes I think we still have a serious 
equality issue and unlike Kevin Roberts I don’t think it’s 
because most women have “circular” ambition rather than 
“vertical” ambition’, said Kate Waters, executive member of 
Women in Advertising and Communications London 
(WACL).

‘In my opinion there is still a high degree of unconscious 
bias within the industry, which makes it harder for women 
to rise to the very top of our industry. What I will say is that 
I think we have made some progress on the issue. I suspect 
that even only a few years ago there would have been little 
said in response to Roberts’ comments, but the fact that the 
industry has responded as strongly as it has done is pleas-
ing evidence of a shift in attitude. I think Publicis are to be 
applauded for the swift and decisive action they have 
taken’.

Gallop said that all industry players have a duty to call 
out sexism in the workplace: ‘The onus is not on women to 
change this. The onus is on the white men at the top. And 
they’re sowing the seeds of their own destruction if they 
don’t act to embrace gender equality, diversity and equal 
leadership opportunities for all’.

Helen Calcraft, founding partner at advertising 

agency Lucky Generals, said Roberts’ comments would 

be laughable if they weren’t so damaging. ‘Sadly, they are 
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     Introduction 

  The effective management of both private- and public-sector organisations is widely per-

ceived to be of critical importance to organisational success and, more broadly, to national 

economic well-being. Some critics, moreover, argue that the UK has certain deficiencies in 

respect of the qualities and skills of its management base when compared with managers at 

the global level. This means that the development of managers to help sustain their perfor-

mance at the highest levels possible is a particularly crucial element of wider organisational 

learning strategies. ( CIPD (2012b) )  

 In recent years, the UK – and the worldwide economy – has experienced an unprecedented period 

of financial, social and political turbulence which has changed the landscape of HR and threat-

ened in-company expenditure on HR activities, particularly learning and development, the 

umbrella under which leadership and management development (LMD) would normally sit. 

Greater scrutiny of budgets has led to a reduction in investment which could, in the long term, 

threaten organisational (and national) performance and competitiveness ( Sheehan, 2012 ;  Stevens, 

2013 ). For example, in the CIPD  Learning and Talent Development Survey  (2012), three-quarters 

of organisations reported a deficit in highly valued management and leadership skills; however, 

budget issues were most frequently quoted as a reason for not investing in LMD ( CIPD, 2012a ). 

Optimistically, however, 80 per cent of organisations expressed an intention to conduct leader-

ship development activities in the subsequent 12 months. All is not, it seems, lost. 

 The chapter will assist in developing an understanding of LMD within increasingly complex 

and diverse organisational contexts and challenging economic circumstances. To this end, the 

chapter identifies issues that must be explored in order to develop a critical analysis of LMD, 

poses questions and encourages you to engage in activities and exercises that take you beyond 

the confines of the book.  

  Defining leadership and management development (LMD) 

  The changing nature of management and leadership 

 In practice, managers and leaders have to deal with the ambiguities and complexities that arise 

from tensions in their position in the organisation, dealing with the different aims, expectations 

and interests of those they manage and those who set their goals. Furthermore, theoretical con-

ceptions of ‘management’ or ‘leadership’ have changed significantly. In the 1990s – and in some 

organisations still – it was common to see typologies that dichotomised the nature of manage-

ment and leadership roles, emphasising the visionary and inspirational nature of leadership 

functions against the practical and controlling nature of management. While it is appealing, this 

type of work caricatures rather than describes the roles and functions of managers and leaders. 

Furthermore, this leadership and management split is based on dubious assumptions about the 

structure of organisations as long hierarchical chains ( Mabey and Finch-Lees, 2008 ). Arguably 
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all too typical of some of the traditional network agen-

cies, which appear increasingly out of touch with the 

modern world – whether that’s in relation to issues of 

equality (as here) or embracing new thinking generally.’  

  Source :  Sophie-Marie Odum,  (2016), ‘Saatchi chief’s comments on 
“ unambitious ”  women come under fire from ad execs ’,  2 August. 
Online:   http://www.cipd.co.uk/pm/peoplemanagement/b/
weblog/archive/2016/08/02/saatchi-chief-s-comments-on-unam-
bitious-women-come-under-fire-from-ad-execs.aspx    

http://www.cipd.co.uk/pm/peoplemanagement/b/weblog/archive/2016/08/02/saatchi-chief-s-comments-on-unam-bitious-women-come-under-fire-from-ad-execs.aspx
http://www.cipd.co.uk/pm/peoplemanagement/b/weblog/archive/2016/08/02/saatchi-chief-s-comments-on-unam-bitious-women-come-under-fire-from-ad-execs.aspx
http://www.cipd.co.uk/pm/peoplemanagement/b/weblog/archive/2016/08/02/saatchi-chief-s-comments-on-unam-bitious-women-come-under-fire-from-ad-execs.aspx
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the dominance of a Western view of leadership that reinforces the split between leadership and 

management does so without considering the potential range of leadership behaviours that can 

be observed across the globe (House et al., 2002; Mabey and Finch-Lees, 2008) and the value that 

accrues from different types of leader, and different ways of leading.

Recent work has suggested that the required competencies of managers and leaders are con-

verging (Salaman, 2004) and that it is leadership – not management – that has become the per-

vasive feature in organisations (Storey, 2010a, 2010c) and a ‘highly sought-after and highly valued 

commodity’ (Northhouse, 2013: 1). Increasingly, the blurring of management and leadership 

roles has led to a redefinition of the roles and competencies of those who organise, control and 

inspire across organisations (Storey, 2010a, 2010c).

For example, Boddy (2010) identifies several different positions in a hierarchy for managers 

in organisations with the amount of management, leadership and non-management work vary-

ing within these positions:

● Performing direct operations – this is likely to contain some element of managerial work, but 

in lower level jobs this will be limited. Managerial work may be greater where this applies to 

professions such as lawyers and accountants or to small business owners who may perform 

significant levels of direct operations alongside managerial work.

● Managing staff  on direct operations – this includes supervisors or first-line managers who 

have responsibility for staff performing the daily operations of the business.

● Managing managers – usually this means ‘middle managers’ who are expected to ensure that 

supervisors achieve organisational goals through monitoring and supporting. They also pro-

vide a link to the board/those who manage the business and ensure that information flows up 

and down appropriately.

● Managing the business – this is the work of a small group of people at the top of the organisa-

tion who are most responsible for the overall performance and direction of  the 

organisation.

While it is difficult to draw a clear line between management and leadership, using Boddy’s 

typology would suggest that there are leadership and management responsibilities at all levels 

of the organisation. Thus leadership is no longer the preserve of senior figures in the organisation 

(Storey, 2010c). Leadership acts can be observed at all levels, and leadership is dispersed or dis-

tributed rather than concentrated in the hands of managers. Current thinking, therefore, favours 

a line of argument that sees leadership as ‘a necessary quality of managers at all levels’ (Salaman, 

2004: 77; Lee, 2003; Passmore, 2010) and more controversially as ‘the answer to a whole array of 

intractable problems’ (Storey, 2010c: 7). Arguably, in practice the word manager has been replaced 

by the word leader (Salaman, 2010), but not without consequence:

Salaman (2010: 56) argues that there have been repeated crises in the practice of leadership 

‘of a very serious nature and with catastrophic impacts’ because ‘leadership . . . is seen as the 

best and only solution to the problems caused by leadership’. He discusses examples from the 

last decade, particularly in the financial sector, that have had long-running effects on how we live 

and work.

Leadership and management development therefore has to address the complexities of varied 

managerial and leadership roles and the diverse needs of the individuals who occupy them (Sto-

rey, 2010a). In other words, any investment in development has to be congruent with the ‘reality’ 

of what managers do, and not (however well intentioned) be rooted in abstract or increasingly 

redundant models or stereotypes of what others might think they should do or used to do (Mole, 

2010; Sturges, 2010). In short, LMD has to ‘measure up’ (Tyler, 2004: 152) and develop the skills 

that are critical to managers and organisational performance. CIPD (2011) identified the need 

for both a current and a future perspective of the identification and development of managerial 

skills: what do we need now, and what do we need for the future? (Figure 8.1).

In addressing issues in LMD, this chapter therefore conflates the titles of management and 

leadership on purpose. This signifies that the roles, responsibilities and development of managers 
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and leaders are best considered as one single topic, which may, over history, have been popular as 

one term (management development, 1985–90s) and then another (leadership development, 1990–

2000s), but now there is a clear recognition in the literature of the overlapping and intertwining 

nature of the roles, which makes distinguishing between the two less important. This is appropriate, 

as management and the work of managers and leaders are not simple processes but complex 

matters that are specific to individuals and organisations (Mumford and Gold, 2006; Storey, 2010b).

Definition of LMD

Management development is the structured process by which managers enhance their skills, 

competencies and/or knowledge, via formal or informal learning methods, to the benefit of 

both individual and organisational performance. (CIPD (2012b: 1))

Leadership and management development is a multifaceted activity that involves not just formal 

training but also broader, informal processes of learning, including learning from experience, 

which enhances the quality and outputs of leadership and management in an organisation. A 

range of different approaches to LMD can be identified in different organisational contexts 

(public, private, not-for-profit, large, small, national, multinational and multicultural); for dif-

ferent levels of management (from junior to senior or board level leaders); and for different 

degrees of experience (from novice to expert). This section considers the multiple purposes and 

priorities of LMD and the broad range of activities that can be considered as contributing to 

those purposes. Mabey and Finch-Lees (2008) and Mabey (2013) present a challenging and criti-

cal view of the multiple discourses of leadership and its development, which argues that the 

Figure 8.1  Critical skills needed in the next three years (UK/global).
Source: Adapted from UK Highlights: Global Leadership Forecast 2011, London CIPD (2011) p. 6, © Copyright Chartered Institute 
of Personnel and Development 2011 with the permission of the publisher, the Chartered Institute of Personnel and Development, 
London (www.cipd.co.uk).
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contrasting conceptions of what leadership represents ‘will have profound implications for the 

way leadership development in organizations is articulated, practiced, experienced and 

researched’ ( Mabey, 2013 ). The four discourses are represented in  Figure   8.2   .  

 One aspect of the importance of their work is to draw attention to the language of leadership 

as something that is not neutral. Nor is it normally scrutinised. Accepting that there are multiple 

discourses allows a more nuanced interpretation of events and brings a number of lenses through 

which to examine the artefacts of leadership and its development.      

  The purposes of LMD 

 Explicit in definitions of the activities of LMD is the requirement of improvement in individual 

or organisational performance through developing the knowledge, skills and abilities of managers 

and leaders so that they can appropriately provide direction, use resources, work with internal and 

external stakeholders and facilitate the achievement of organisational priorities (including change). 

As a primary aim of LMD ( Sheehan, 2012 ), its contribution to organisational performance (and 

the achievement of the organisational strategy) is of paramount importance ( CIPD, 2012a ). Nowa-

days, no investment in development is likely to be made without strong evidence of potential – or 

actual – results, raising the value and importance of evaluating LMD programmes. 

The purposes of LMD 

  Figure 8.2          The four discourses of leadership development (LD).  
 Source: From  Mabey (2013) p361.   
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 Key controversy 

 If the language of leadership is not neutral, what examples can you find in your organisation which provide evidence 
of this? 
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However, while the rhetoric of the strategic significance of LMD is appealing, unravelling this 

in practice is challenging (Sheehan, 2012). There are those who argue strongly in favour of LMD’s 

contribution to the achievement of strategic goals, and there is evidence to suggest that some 

employers identify strategically driven LMD, implemented over time, as making a significant 

difference to business performance (CIPD, 2012a; Sheehan, 2012). LMD is usually credited with 

a role in organisational success and strategic achievement, as it can develop successful business 

leaders. On the other hand, many organisations do not understand the relationship between 

management capability and business performance (CIPD, 2005) or the value of the processes of 

LMD (Bailey et al., 2010). Thus, while crediting LMD with positive business effects is appealing, 

it is by no means settled (Tyler, 2004; Tate, 2010) and a belief in its effectiveness is not always 

supported by evidence of tangible successes (Bailey et al., 2010). Thus, while investment in LMD 

in some larger organisations often amounts to a sizeable proportion of the HR budget, it can be 

argued that companies continue to support such training and development largely as an act of 

faith. To be fair, in part this reliance on faith can be explained by the challenges in evaluating 

LMD (Edwards and Turnbull, 2013). However, recent work suggests that if an organisation care-

fully cultivates the development of its managerial cadre, this will, in time, lead to improvements 

in morale, motivation and corporate capability, which will, in turn, other things being equal, lead 

to a more productive organisation (Mabey and Ramirez, 2005; Sheehan, 2012).

A number of research studies have identified characteristics of organisations that report a link 

between LMD and business performance. While this does not prove the link between LMD and 

performance, it develops our understanding of the powerful rhetoric that surrounds LMD and 

its strategic halo (Mabey and Finch-Lees, 2008). Studies found the following:

● a careful alignment between LMD and a longer-term strategic focus (Brown, 2005; Mabey 

and Ramirez, 2005; Bailey et al., 2010), rather than with the shorter-term learning needs of 

individuals (Tate, 2010);

● a sustained, proactive investment in LMD as an organisational priority with board level sup-

port (Mabey and Ramirez, 2005);

● learning linked to identified behavioural competencies that support business purposes (Sala-

man, 2004; Storey, 2010a);

● an emphasis on learning tied to the workplace, or particular context, or the managers and 

leaders being developed (Brown, 2007; Antonacopoulou and Bento, 2010; Mole, 2010);

● an understanding and appreciation of the multiple stakeholders and their multiple interests 

in human resource development (HRD; Stansfield and Stewart, 2007; Mabey, 2013).

Sheehan (2012: 2,493) argues that, above all, there is likely to be evidence of a link between LMD 

and organisational performance where managers perceive this as ‘the glue that cements the 

MD–performance relationship’.

Alongside this primary purpose, LMD has a diverse range of other purposes (Hill and Stewart, 

2007). As well as organisations ensuring that development is linked to their philosophies and stra-

tegic objectives, decision-makers must also take account of individual needs, expectations and 

aspirations. This can often be a difficult balance to achieve and frequently becomes a source of 

tension (Sturges, 2010). Narrowly defined, its central purpose is to provide the structures and sys-

tems necessary for individual development (more broadly known as a ‘humanistic perspective’ – 

Mankin, 2009). From this individual perspective, engaging in LMD is linked to personal career, 

self-esteem, prestige and job security. From an organisational perspective, LMD serves a much 

broader agenda. For example, it is viewed as a ‘tool’ or device for attaining competitive advantage 

by enhancing knowledge and skills, which in turn leads to improvements in efficiency, productivity 

and innovation. It can also be used as a device to ‘engineer’ organisational change, especially culture 

change, which requires a longer-term perspective on the outcomes of LMD (Carter et al., 2005; 

Amagoh, 2009). However, reconciling and managing the contradictions and incongruities that 

sometimes emerge when organisations seek to balance organisational goals and personal aspira-

tions is a major challenge. It is therefore vital that organisations view LMD as a long-term 
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investment and select an approach that is suited to their specific needs and requirements. If we 

accept the argument that LMD contributes significantly to organisational performance, then organ-

isations should structure their investment in such a way that they achieve strategic LMD.  Mumford 

and Gold (2004)  describe six levels of strategic maturity in organisational activity related to LMD.     

 Key controversy 

 Many cases give support to the case that the leader in any organisation is central to its success and performance – 
either negatively ( see  http://www.thetimes.co.uk/past-six-days/2016-08-18/business/cobham-ditches-chief-and-

says-3m-hello-to-new-man-rnjccjx3w ) or positively ( http://www.thetimes.co.uk/past-six-days/2016-08-18/

business/admirably-placed-to-weather-the-storms-ntvx665cj ) leading to nerves when dominant personalities 
leave. What examples can you find in your organisation where a leader has had such an impact? How might leader-
ship development have changed that situation? 

  Developing an LMD strategy 

 As stated earlier, if we accept the argument that LMD contributes significantly to organisational 

performance, then organisations should structure their investment in such a way that they achieve 

strategic LMD.  Mumford and Gold (2006)  review  Burgoyne’s (1988)  model of strategic maturity 

in organisations’ investment in LMD, from the unsystematic to the highly strategically integrated 

(see  Table   8.1   ). Sadly, unsystematic approaches to LMD are all too common ( Bailey  et al. , 2010 ; 

 Mole, 2010 ). Such approaches contribute to the failure of LMD to fulfil personal and organisa-

tional expectations ( Mole, 2010 ). Not only do they waste investment, time and effort, but there 

is also a risk of damage to existing levels of morale and commitment among managers as efforts 

to develop them founder on organisational barriers to change.  

 The need for a broader and more contextualised perspective of LMD is central to a strategic 

approach ( Hill and Stewart, 2007 ). Many approaches to development have characteristics similar 

to Burgoyne’s levels 1 and 2 and accordingly may be labelled as piecemeal. Implementing piece-

meal approaches will almost certainly lead to inefficient and ineffective development. 

 Unsystematic or piecemeal approaches to development are characterised by the following:    

   ●   There is no LMD infrastructure. Development is not linked to business strategy. Activities are 

unrelated, and lack overall direction or philosophy. They fail to reinforce each other, and 

reduce the potential for organisational effectiveness.  

  ●   Development often focuses on the needs of the organisation, and fails to meet the learning 

needs and aspirations of individuals and groups.  

  ●   Development is largely defined in terms of a range of universal, off-the-shelf internal or 

external courses.  

  ●   There is tacit support for management education and training because it is seen as a ‘good 

thing to be doing’ irrespective of organisational needs.  

  ●   There is a lack of common vision among those responsible for LMD. For instance, some 

managers see development as a central part of their job, while others see it as peripheral and 

a nuisance.  

  ●   LMD effort can be wasted because it is used as a solution to the wrong problem. Rather than 

developing managers, the correct solution may be to change aspects of organisation structure 

or systems.  

  ●   It is difficult to evaluate the effectiveness of a piecemeal approach that lacks clear direction 

and established objectives.    

Developing an LMD strategy 

http://www.thetimes.co.uk/past-six-days/2016-08-18/business/cobham-ditches-chief-and-says-3m-hello-to-new-man-rnjccjx3w
http://www.thetimes.co.uk/past-six-days/2016-08-18/business/cobham-ditches-chief-and-says-3m-hello-to-new-man-rnjccjx3w
http://www.thetimes.co.uk/past-six-days/2016-08-18/business/admirably-placed-to-weather-the-storms-ntvx665cj
http://www.thetimes.co.uk/past-six-days/2016-08-18/business/admirably-placed-to-weather-the-storms-ntvx665cj


268        CHAPTER 8  LEADERSHIP AND MANAGEMENT DEVELOPMENT

Whatever action you have identified in the previous activity, an LMD policy can be useful to 

express an organisation’s commitment to development, and clearly set out a framework within 

which it can take place (Mabey, 2002). Policies make explicit who is responsible for development, 

the support that is available, the methods used and key stakeholders. Research over time has 

consistently suggested that those organisations having a formal policy for developing their man-

agers undertake significantly more management training than companies without (Thompson 

et al., 2001; CIPD, 2012b).

The first stage of developing a policy is to link LMD explicitly to an organisation’s strategy 

(Tate, 2010). We identified earlier the importance of a strategic approach and the link between 

HR practices and strategy is considered in detail in Chapter 2. While this is not without signifi-

cant challenges (Bailey et al., 2010), there are steps that can be taken to design a workable set of 

intentions, encapsulated in an LMD policy.

1 2 3 4 5 6

No systematic 
management 
development

Isolated 
management 
development

Integrated and 
coordinated 
structural and 
development 
tactics

Management 
development 
strategy to 
implement 
corporate policy

Management 
development 
strategy input to 
corporate policy 
formation

Strategic 
development of 
the 
management of 
corporate policy

No systematic or 
deliberate 
management 
development in a 
structural or 
developmental 
sense; total 
reliance on 
laissez-faire, 
uncontrived 
processes of 
management 
development

There are isolated 
and ad hoc 
tactical 
management 
development 
activities, of 
either structural 
or developmental 
kinds, or both, in 
response to local 
problems, crises, 
or sporadically 
identified general 
problems

The specific 
management 
development 
tactics that 
impinge directly 
on the individual 
manager, of 
career structure 
management, 
and of assisting 
learning, are 
integrated and 
coordinated

A management 
strategy plays its 
part in 
implementing 
corporate policies 
through 
managerial 
human resource 
planning, and 
providing a 
development 
strategic 
framework and 
direction for the 
tactics of career 
structure 
management and 
of learning, 
education and 
training

Management 
development 
processes feed 
information into 
corporate policy 
decision-making 
processes on the 
organisation’s 
managerial assets, 
strengths, 
weaknesses and 
potential, and 
contribute to the 
forecasting and 
analysis of the 
manageability of 
proposed 
projects, ventures 
and changes

Management 
development 
processes 
enhance the 
nature and 
quality of 
corporate  
policy-forming 
processes, which 
they also inform 
and help 
implement

Source: Adapted from Management development for the individual and the organisation, Personnel Management, pp. 40–44 (Dr J. G. Burgoyne 1988), with 
permission from Dr J. G. Burgoyne. © Copyright Chartered Institute of Personnel and Development 1988.

Table 8.1  Levels of maturity of organisational management development

Explore Study Burgoyne’s model.

● Identify where you believe your organisation is positioned in relation to the different ‘levels of 
maturity’.

● Why?

● What action would it have to take to develop a strategic approach to LMD?
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The remainder of  the chapter is structured around the other key components of  an  

LMD policy. LMD policies will normally include the following (Mumford and Gold, 2006; Bailey 

et al., 2010):

● Choosing who to develop.  Who will be targeted? Will our provision be tailored or 

standardised?

● Choosing what to do.  What are the development needs of the managers and leaders? What 

will be done? When will it be done? Are there frameworks to support us?

● Identifying who to involve and how.  Who are the stakeholders? Who will be responsible for 

managing LMD activities?

● Deciding how to evaluate.  What are our metrics? What do we want to achieve? How will we 

measure it?

Each of these issues will be considered as this chapter progresses, so that by the end of the chapter 

you will be equipped to begin the process of design and development of an LMD policy for your 

organisation. The use of the word ‘intentions’ (highlighted in the previous section) hints at the 

potential mismatch between the promises of policy and the reality of practice in some organisa-

tions, which means that policies may be viewed with some scepticism – especially during times 

of radical downsizing involving the loss of managerial jobs. Moreover, organisations face chal-

lenges in aligning their needs with individual career requirements as careers become more indi-

vidualised (Sturges, 2010). There are also difficulties in evaluating the effectiveness of policies in 

achieving desired outcomes (Tyler, 2004; Hamblin, 2007).

It is worth bearing in mind as you reflect on the next sections that the policy should also take 

account of the different stages of the manager’s or leader’s relationship with the company (see 

Figure 8.3) (Tate, 2010). The development process requires careful managing by line managers 

and HRD specialists such that development activities vary along the employment spectrum 

appropriate to the stage of the manager’s relationship with the company (Sheehan, 2012). Invest-

ment in, for example, high-value development should be limited in the final stages of the employ-

ee’s tenure.

Figure 8.3  Managing leadership along the employment spectrum.
Source: From Tate (2010).
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Choosing who to develop

There are many ways that organisations can cut their cloth when deciding who to develop. For 

example, they may choose graduate entrants (common in larger organisations and captured in 

an annual ‘milk round’ – e.g. see www.milkround.com), senior managers on an executive devel-

opment programme or choose people via ‘talent spotting’ programmes to recognise those in the 

organisation who may be operating at a level below their potential.

A deciding factor in the process is whether to develop those with ‘high potential’ or those who 

are currently exhibiting levels of ‘high performance’ (the differences between them are presented 

in Table 8.2; Cannon and McGee, 2007). A growing interest in ‘talent management’ (Tansey  

et al., 2007; see also Chapter 5) has fostered an exclusive/targeted approach in many organisations 

where high-potential individuals are the focus of considerable development investment (Bailey 

et al., 2010). As businesses become contextually more complex, those with talent and leadership 

potential are more difficult to find (Strack and Krinks, 2008) and so identifying and developing 

internal staff with high potential becomes vital to business success.

One organisation that takes development of high potential very seriously is eBay (Crush, 

2013), where:

Managers continually discuss career aspirations with staff, in addition to twice-yearly formal 

conversations. . .  . Every top position now has successors earmarked, with 50 per cent of 

positions having a ‘ready-now’ successor. More than 70 per cent of directors have been pro-

moted internally.

However, Bailey et al. (2010) argue that high-potential development schemes ought to run along-

side more inclusive approaches to ensure a balanced approach to LMD. They identify four sepa-

rate approaches (Figure 8.4) that support strategic objectives in businesses. These approaches are 

not mutually exclusive; rather they identify that each is appropriate for different purposes and 

different levels of managers and leaders.

However, many organisations are not sufficiently focused when identifying their target popu-

lation for LMD (Mabey, 2002; Bailey et al., 2010). Given the sensitivity that surrounds role 

identification and the prestige that is often attached to inclusion in LMD programmes (Mabey 

and Finch-Lees, 2008), issues of power and identity influence decision-makers. However, having 

devised and communicated a clear policy for LMD, those responsible for implementing develop-

ment need to think through and be able to justify why they are developing an individual manager 

(or a group of managers).

A high-potential employee A high-performance employee

● Has the respect and trust of peers, supervisors and 
subordinates

● Maintains a high level of competence in their role/job

● Has a bias for action, is a proactive catalyst for change

● Thinks and solves problems creatively and from a 
position of enquiry (versus advocacy)

● Is open to constructive criticism and feedback

● Uses critical judgement

● Has a broad understanding of the organisation’s business 
and their role in achieving its goals

● Has a high capacity to learn

● Consistently produces measurable results above 
expectations

● Self-manages in a manner that fosters learning and high 
performance

● Ensures that team goals are achieved within ethical and 
cultural guidelines

● Manages and leads teams that demonstrate a sense of 
loyalty and community

● Strives to deliver and exceed customers’ needs

● Arranges and leverages resources within the organisation

● Has high resilience

Source: Cannon, J. and McGee, R. (2007), Talent Management and Succession Planning, London: CIPD; with the permission of the publisher, the Chartered  
Institute of Personnel and Development, London (www.cipd.co.uk).

Table 8.2  High-potential versus high-performance employees

http://www.milkround.com
http://www.cipd.co.uk


DEVELOPING AN LMD STRATEGY        271

Choosing what to do

Once the target population has been identified, a number of questions can be asked so as to tailor 

provision for the groups or individuals:

● What are the LMD needs?

– What are the specific needs of the individuals?

– How are these linked to the strategy of the organisation through competency, development 

or performance frameworks?

– Does the programme seek to develop new attitudes and values, for example, after a takeover 

or merger?

– Does the programme aim to develop technical, financial, business or interpersonal skills? 

What are the priorities?

– Does the programme seek to change existing managerial behaviours and styles to reflect 

an internal organisational restructuring, such as the introduction of new technology?

● What LMD interventions are appropriate?

– Where will the development take place? Should development be on-the-job in the office, 

factory or sales territory, or off-the-job in a residential hall, academic institution or indi-

vidual’s home, or a combination of all of these?

– What are the most cost-effective/appropriate techniques available?

– How much scope is there to accommodate individual learning needs and preferences?

– How much choice is delegated to the individual over the choice of  development 

techniques?

– How is conflict resolved between individual and organisational needs?

Answering these questions will help the business decide the most appropriate range of activities 

to undertake, because when people refer to LMD, they usually refer to the activities that are 

planned and deliberate (Mumford and Gold, 2006). However, there is more to LMD than that.

Figure 8.4  Leadership and management development strategy framework.
Source: Adapted from Clarke et al. (2004: 287).
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Identifying LMD needs

In those organisations that take a structured and strategic approach to LMD, there are a number 

of frameworks that can be used to support LMD policies and their implementation. Three will 

be considered here: competency frameworks, career development and appraisals.

Competency frameworks

It has been argued for some time that the UK has deficiencies in management competencies that 

have an impact on the country’s international competitiveness (CIPD, 2012b). Competency-based 

development (CBD) in LMD provides a formalised and structured method for informing the 

development of managers and leaders. Competency frameworks describe the knowledge, skills 

and behaviours that are required for individuals to perform their roles effectively (IDS, 2012). 

Their strengths lie in accepting the argument that, while it may not be possible to teach leader-

ship, it is possible to develop the skills and competencies of leadership (Mole, 2010). Despite 

their long pedigree, competency frameworks as a way of structuring leadership development are 

alive and well (see Case Study 8.2 at the end of the chapter).

National standards for competency management were originally devised in the early 1990s by 

the then lead body for management standards – the Management Charter Initiative (MCI). The 

national standards have undergone several periods of redevelopment and renegotiation and now, 

as standards for management and leadership, are part of the National Occupational Standards 

Framework (www.ukces.org.uk) and form the basis for national vocational qualifications 

(NVQs), Scottish vocational qualifications (SVQs) and vocationally related qualifications 

(VRQs). There has been considerable effort in the development of the standards to introduce 

some contextualisation – for example, the Management and Leadership Standards available in 

2013 are divided into nine further categories to take account of different trade, sector and profes-

sional specialisms in management.

Since their inception, competence-based national standards have attracted considerable criticism. 

Some have questioned how far competencies can be generalised beyond a particular organisa-

tional context (Mole, 2010). Thus CBD can generate frustration and resentment when the com-

petence-based approach is seen not to be appropriate or relevant to the needs of managers in 

their organisational situation (Antonacopoulou and Bento, 2010) or where managers who may 

be viewed as competent in one contextual setting are deemed ‘incompetent’ when reviewed in 

another context.

Others have also argued that there has been too much emphasis on assessment and not enough 

on learning (Antonacopoulou and Bento, 2010) or have expressed concerns about the way com-

petence-based approaches are seen to operate (cost, time, bureaucracy, inflexibility, etc.). Further, 

the view that competencies are either scientifically neutral or objectively measurable has been 

challenged (Mabey and Finch-Lees, 2008), especially where they reinforce gender stereotypes of 

management behaviour (Kyriakidou, 2012).

Alongside the national standards, many organisations prefer to link competencies to strategic 

expectations of leaders’ performance. Rather than engage with a somewhat costly, bureaucratic, 

prescriptive and rigid framework of national standards, they develop competence frameworks 

for managers that are more fragmented and differentiated as they seek to adapt to changing 

individual circumstances.

Explore Locate the National Occupational Standards for Management and Leadership at www.ukces 

.org.uk.

● Which category is most relevant for your occupational specialism?

● Could you find one that fits?

http://www.ukces.org.uk
http://www.ukces.org.uk
http://www.ukces.org.uk
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If one considers organisational competency frameworks as simply ‘high-level job analysis’ (Mole, 

2010), competencies can be used as predictors of successful management and leadership behav-

iour and form the basis for formal learning interventions, particularly if they are not considered 

to be the only source of information for decision-making. Thus competency-based development 

can inform policy-making and implementation in LMD.

Career development

In the past, an individual’s career was tied to progression in a single organisation. Hierarchical 

progression upwards through clearly defined junior, middle and senior management roles was 

based on tenure, the possession of specialist skills and the display of patterns of expected behav-

iours. However, the nature of the career has changed radically (see Chapter 5 for more detail): 

traditional pathways have been replaced by uncertain and less clearly defined routes where ‘auto-

matic’ promotion is no longer available to the majority. Individuals may experience a punctuated 

or ‘boundaryless’ career in which there will be less job security and career progression opportuni-

ties will be limited (Tams and Arthur, 2010). Career progression is likely to involve a greater 

emphasis on horizontal or diagonal rather than vertical movement, for example, projects, over-

seas secondments and postings, departmental and job shifts, internal consultancy roles, acting 

as mentors and coaches. In the new career, success accrues to those who display greater flexibility 

and adaptability.

In terms of LMD, the emergence of the new career is characterised by three points of differ-

ence from the ‘traditional’ career (Sturges, 2010):

● an increase in individual (rather than organisational) management, making self-development 

more important in LMD;

● an emphasis on career mobility where security with one employer is no longer guaranteed, 

meaning an increased desire for the individual to develop generic, portable skills;

● an increasing recognition that work is just one part of life, meaning that individuals are not 

prepared to devote long periods away from work to development and training that could take 

place in work time.

Thus, as the challenges have changed the landscape for individuals, so have they changed it for 

organisations: as management structures have de-layered, so opportunities for progression have 

reduced and organisations no longer treat individuals as indispensable or irreplaceable, nor are 

they inclined to invest highly in their development. The impact of this change in expectations 

about career has meant that the responsibility for LMD may have shifted for many from the 

organisation to the individual, or at best be shared between the two parties (Tams and Arthur, 

2010). LMD, in short, is now an individual rather than a corporate experience (Sturges, 2010).

Moreover, as careers become more individualised, the challenges in balancing individual and 

organisational needs become more acute (Sturges, 2010). For example, the key way to increase 

the effectiveness of LMD is to place an emphasis on developing managers within the context in 

which they manage rather than just in the classroom, the training suite or the hotel conference 

room. However, this is likely to make managers’ skills less portable if their organisation is no 

longer able to employ them. While the UK system has traditionally relied on developing generic, 

rather than specific, management skills (Ramirez, 2004), this may suit individuals’ career plans, 

but it will not do so much for organisations.

Explore One example of how leadership competences can inform LMD is the NHS’s leadership framework. 
Explore the framework from the following link: http://www.leadershipacademy.nhs.uk/dis-

cover/leadership-framework/. In particular, notice the competence-based language that is used 
in the examples offered at http://www.leadershipacademy.nhs.uk/discover/leadership-framework- 

in-practice/.

http://www.leadershipacademy.nhs.uk/dis-cover/leadership-framework
http://www.leadershipacademy.nhs.uk/dis-cover/leadership-framework
http://www.leadershipacademy.nhs.uk/discover/leadership-framework-in-practice
http://www.leadershipacademy.nhs.uk/discover/leadership-framework-in-practice
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Performance management

The principles and structures of performance management are covered in detail later in the book 

(see Chapter 13), but performance management systems can also provide the basis of LMD and 

allow a more individualised approach. They have the potential to motivate and reward managers 

who contribute to strategic goals and objectives and, by implication, to exert sanctions on or 

‘punish’ those who fail to deliver anticipated performance levels. The achievement of objectives 

is closely linked to management training and education, which act to provide the skills and 

knowledge required to meet objectives. Performance appraisal provides the forum for identifying 

development needs. It also serves as the mechanism for feeding back information to managers 

about their current levels of performance, enabling them to identify and negotiate adjustments 

or further development needs.

In addition to performance appraisal, another method of establishing a personal development 

plan is through a development centre. Development centres are used to determine career develop-

ment needs and talent potential (Harrison, 2009). Practically, development centres are workshops 

that measure the abilities of participants against the agreed success criteria for a job or role. The 

main aim of a development centre is to obtain the best possible indication of a person’s actual 

or potential competence to perform at the target job or job level. In that sense they are useful – 

albeit expensive in time and other resources – for the organisation and the individual in clarifying 

values, motivation and potential. The result is the crafting of a development plan, which may 

include endorsement of suitability for a more senior role. Such schemes are common in large 

organisations across all sectors, for example, HM Prison Service or Nationwide.

Most development centres operate in the following way:

1. There is careful selection of job-related criteria. These may be in the form of competences, 

dimensions, attributes or critical success factors.

2. A group of managers is identified and brought together in the form of a workshop normally 

lasting one or two days. In the workshops, a series of diagnostic instruments and/or multiple 

assessment techniques are administered that aim to measure an individual’s ability to perform 

against the job-related criteria. These can take the form of psychometric tests, planning 

exercises, in-tray exercises, interviews, games or simulations.

3. A team of trained assessors observes and measures performance, evaluates and provides 

structured feedback and guidance to individuals.

4. After the workshop, line managers and/or trainers utilise the feedback to help the individual 

construct a personal development plan.

A number of criticisms have been levelled at poor practice in this area: for example, assessment 

techniques that do not relate to the task or job, poor organisation, poorly trained assessors, inef-

fective feedback and the lack of follow-up action.

LMD interventions: Which ones are appropriate?

Like other learning and development interventions (see Chapter  7), LMD methods are  

often divided into formal and informal (Mankin, 2009; Hanson, 2013), in-house or external 

Explore Do you have a personal development plan?

● If you have not, make a mental note to discuss this with your boss at your next appraisal 
interview.

● If you have got a plan, when was it last reviewed?

● Is it still valid and up to date?
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(Storey, 2010a), or taught and experiential (Antonacopoulou and Bento, 2010), and LMD delivery 

can be as individual as the organisation in which it is based. However, LMD usually includes the 

following (Mabey and Finch-Lees, 2008; CIPD, 2011, 2012a):

● Formal learning (e.g. workshops, training courses and seminars) – specific interactions 

designed to address and achieve specific competencies, for example, workshops, training 

courses (face-to-face, blended or virtual), seminars (internal skills programmes, external 

courses), conferences or formal qualifications (from NVQs to MBAs).

● Informal learning – work-based methods designed to structure the informal learning that 

takes place in the workplace, for example, mentoring or coaching, in-company job rotation, 

special projects (internal or external assignments, placements or secondments).

Formal interventions are used more frequently and are perceived to be the most effective (see 

Figure 8.5). Most of the interventions that are available, be they formal or informal, contain one 

or more of the following aspects (Storey, 2004, 2010c):

● learning about leadership theory and its application;

● self- and/or team analysis through questionnaires and instruments;

● experiential learning and simulation through one-to-one coaching or team-based activities.

The transitional process from learning through analysis to application forms the core of best-

practice LMD. It is widely recognised that central to the success of LMD is contextualisation to 

the role and organisation of the individual (Duerden, 2006).

Formal methods of delivering LMD

By simply asking the question, ‘Can leadership be taught?’, one is immediately in danger of 

ringing alarm bells and raising hackles on a truly grand scale. That is because an enormous 

amount of business activity, on a global basis, is based on creating the belief among buyers 

that not only can leadership be taught, but that there are many who are qualified to teach it, 

through a variety of methods. (Mole (2010: 113))

Formal methods of LMD rely heavily on input from trainers, teachers and other ‘experts’, and 

the LMD industry is big business (Mole, 2010). LMD is often seen as synonymous with formal 

education. The emphasis on formal education makes it easier to demonstrate LMD’s link to the 

strategic intentions of the organisation, as participation can be clearly identified and tracked 

through performance management systems. Such formal LMD can take place ‘on the job’ (within 

the workplace environment, e.g. at a training centre) or ‘off the job’ (away from the workplace 

in a college, university or conference/seminar; Mumford and Gold, 2006). The differences 

between on- and off-the-job approaches to learning generally have been explained (see Chapter 7), 

but here we consider LMD specifically.

However, despite the popularity of formal methods of development (CIPD, 2011, 2012a), 

there is considerable debate about whether ‘teaching’ leadership is an effective way of develop-

ing managers (Antonacopoulou and Bento, 2010; Mole, 2010). Programmes or courses may 

be the least appropriate way to develop individuals or groups of  managers and may even 

generate resistance and frustration (Mole, 2010). Furthermore, it is debatable whether leader-

ship can be taught, or must be developed experientially (Ng et al., 2009; Antonacopoulou and 

Bento, 2010). While formal programmes may be effective in giving knowledge about leader-

ship, they are less effective at developing leadership skills per se. Typically, formalised methods 

are less contextualised or applied, yet the most effective are ‘connected and aligned to’ (Han-

son, 2013: 106) both the specific organisational contexts in which the managers and leaders 

operate, and the outcomes for which those leaders and managers are responsible (Mole, 2010; 

Hanson, 2013). One way in which to build this comprehensive picture to effectively inform 

LMD is through competency frameworks, which are described and discussed in the previous 

section.
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Figure 8.5  Leadership and management development methods: Frequency of use versus effectiveness.
Source: Adapted from UK Highlights: Global Leadership Forecast 2011, CIPD (2011) pp. 8–9, © Copyright Chartered Institute of Personnel and 
Development 2011 with the permission of the publisher, the Chartered Institute of Personnel and Development, London (www.cipd.co.uk).
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Corporate universities

Corporate universities have, for some larger organisations, been the vehicle for delivering in-

house formal LMD (Paton et al., 2010). These vary in structure and arrangements: they have as 

their purpose the meeting of corporate learning requirements through a highly structured and 

visible in-house provision, usually based in corporate headquarters. They often rely on compe-

tency frameworks to structure the delivery of LMD and in that sense there is a clear link between 

the activity of the corporate university and organisational performance (Paton et al., 2010). In 

the UK there are now an estimated 200 organisations professing to have established a corporate 

university. Organisations include Veolia Environnment, Anglian Water, Unipart, Lloyds TSB and 

British Aerospace. Similar models exist in the public sector in the National College for School 

Leadership (discussed by Alimo-Metcalfe and Alban-Metcalfe, 2010), an executive agency of the 

government’s Department for Education, which was formed to oversee the development of school 

leaders (www.nationalcollege.org.uk). Between 2000 and its merger with the Teaching Agency 

on 13 March 2013, over 160,000 places were taken up on the leadership development courses it 

offered.

There are a number of factors that have led to this expansion:

● Dissatisfaction with the generic nature of academic programmes which do not always address 

localised and unique management problems and issues.

● Technological development, facilitating new approaches to learning and networking that can 

be delivered with ease and cost-effectively.

● As organisations grow increasingly more complex and ambiguous, the establishment of a 

corporate university becomes an important symbol and mechanism for knowledge 

management.

● It raises the status and prestige of the HRD department (Persaud, 2004).

● It delivers HR benefits, for example, access to a high standard of development facilities, aiding 

recruitment by demonstrating commitment to develop.

Corporate universities represent a coherent attempt by organisations to plan and organise the 

whole panoply of training and LMD in such a way that it meets the needs of the organisation 

and the individuals. In other words, it becomes a way of directly addressing the issue of strategic 

fit and overcoming the problem of how to meet the needs of contextual diversity and complexity 

by customising and shaping HRD to suit contingent circumstances (Hanson, 2013). Their aim 

is ‘to align training and development with business strategy while also sending out a clear mes-

sage to employees that the organisation is prepared to invest in them’ (Arkin, 2003: 42). However, 

there are a number of issues to address. First, there is a risk that some so-called corporate uni-

versities may be nothing more than re-badged training departments where the motive is more 

political or PR than learning or development. Second, at forecast rates of growth, there is a fear 

that corporate universities will overtake and become a challenge to traditional universities. 

Rather, what they say they are seeking is a collaboration with higher education institutions, for 

example, to validate their degree offerings. But there are fears that the values that underpin 

university education (independence of thought and critical analysis and debate) may not be 

welcome in certain types of organisational culture. Third, there are practical concerns too. What 

happens if students are partway through their studies and the company decides to close its cor-

porate university as a cost-cutting exercise? Universities too may be chary of linking themselves 

too closely to a single partner when there is a risk of commercial failure (Arkin, 2003).

Informal methods for developing managers

While formal training programmes and performance appraisals have their place in LMD, there 

is also broad understanding of the benefits and efficiencies of experiential learning. This popu-

larity can be attributed, at least in part, to a growing understanding of the benefits of experiential 

learning (Scott-Ligon et al., 2011), as well as being a practical consequence of shrinking develop-

ment budgets (CIPD, 2012a).

http://www.nationalcollege.org.uk
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There are three key strengths of experiential learning:

● The first strength lies in contextualising the learning to the managers’ particular situation 

(Thomson et al., 2001; Duerden, 2006). It transforms basic knowledge into more complex, 

applied knowledge that is relevant to the leader’s organisational context – particularly useful 

for high-potential managers who may have arrived in the role quickly (Scott-Ligon et al., 

2011). As we saw earlier, this may reflect a general dissatisfaction with generic, formal off- 

the-shelf courses or education programmes when they do not meet unique organisational, 

contextual or individual needs (Thomson et al., 2001; Mole, 2010).

● The second strength is that experiences develop both skill and identity in the role (Mumford 

et al., 2007; Scott-Scott-Ligon et al., 2011). The exercise of problem-solving and decision-

making skills is a feature of addressing the challenges that experiences offer, thereby develop-

ing cognitive capabilities for future situations.

● Finally, and pragmatically, it is inexpensive. The growth in popularity of experiential learning 

may also reflect the desire by individuals and organisations to take advantage of more flexible 

and cost-effective methods, often using innovative technologies (Scott, 2004) that fit with 

changing lifestyles and rapidly changing or unique organisational situations (Scott-Ligon  

et al., 2011) and increasingly individualised careers (Sturges, 2010).

The experiences themselves can be planned experiences (McCall, 2010), for example, projects or 

placements, or unplanned experiences during normal workplace activity. They can be false  

(e.g. outdoor pursuits and games) or real: Tate (2010) distinguished between ‘ostensibly realistic’ 

(resembling typical work activity such as case studies or practice tasks, but not in the learner’s 

own company), ‘potentially real’ (using company materials but agreed as a learning opportunity) 

and ‘live reality’ (where work problems are considered in a context from which to learn and take 

action). Whatever the experience, the process of learning occurs through the more formal activity 

of reflective practice (Marsick and Watkins, 1997; Moon, 2004). On the whole, then, ‘experiences 

are compelling as developmental tools’ (Scott-Ligon et al., 2011: 301).

The remainder of this section covers some examples of experiential learning along Tate’s 

(2010) continuum, from false, to live reality:

● active learning

● projects and secondments

● coaching and mentoring

● action learning sets

● reflective practice.

Active learning

Active learning . . . [includes] business simulations, games, improvisation, outdoor learning 

and a whole host of increasingly esoteric learning metaphors ranging from African drumming 

through to horse-whispering and community engagement. (Gold et al. (2010: 31))

Active learning in LMD encompasses a range of methods of development that rely on physical 

activity or practical tasks analogous to challenges in the workplace, but which take place in 

contexts that are unlike their everyday working environment. The goal is usually a ‘time-

compressed simulation of getting something done collectively’ (Gold et al., 2010: 31). They 

require careful management to ensure that:

● external providers understand organisational priorities;

● individual and organisational development intentions are achieved;

● issues of hierarchy, gender and ability are sensitively considered;

● they are not perceived as an expensive diversion from the ‘real’ challenges of leadership.
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Active learning also encompasses outdoor LMD (OMD), which can include ‘anything from an 

afternoon of activities on a hotel lawn to a month of outdoor adventure training in the Scottish 

wilderness’ (Jones and Oswick, 2007: 327). Managers are exposed to emotional, physical and 

mental risks and challenges in which skills such as leadership and teamwork become real to the 

individuals and groups concerned. While the consequences may be real during the experience of 

OMD, it is not always clear what the longer-term benefits are or how likely learning is to be 

transferred to the workplace, as noted by Tarrant (2005: 25):

Depending on your bent or glee at seeing a difficult colleague disappear down a river without 

a paddle, the experience [of OMD] invariably delivered ‘war stories’ of hilarity and terror with 

widely questioned benefits to the team at the real coalface back at the office.

With this issue in mind, Jones and Oswick (2007) identify that the most effective OMD aims to 

improve participants’ management of themselves and others, is embedded in a broader process 

of LMD, addresses the specific learning needs of the individuals and teams involved, and requires 

both individual discretion and cooperative effort. Furthermore, tasks have to increase in difficulty 

as the OMD progresses, and review and feedback are regular and focused on process issues, 

rather than on technical ones.

While physical challenges are still popular, there has been a noticeable shift to more sophisti-

cated forms of active learning that focus on problem-solving, innovation and changing behaviour 

in the classroom and beyond. For example, Arkin (2003) describes how Sony (Europe) took its 

senior managers on a ‘leadership journey’ across Europe linked to team and individual exercises 

designed for them to experience the anxiety and uncertainty that their employees felt during 

radical change. Allen (2003: 36) also describes how managers are engaging with community-

based projects linked to corporate social responsibility, arguing that active learning is moving 

towards ‘experiences that are carefully designed to provide a true metaphor for the workplace’.

Projects and secondments

Secondments and projects are popular and organisationally beneficial ways of developing the 

knowledge and skills of managers within their working context. For example, multinational 

companies have highly sophisticated management exchange programmes that are used not only 

to develop important language and cultural skills in managers (Ng et al., 2009), but also to rein-

force the organisation’s central belief  and value systems. Exchange programmes also exist 

between public and private sector organisations to transfer knowledge and broaden understand-

ing (Alimo-Metcalfe and Alban-Metcalfe, 2010). Some larger organisations are seconding their 

managers to various initiatives designed to assist small business ventures and community pro-

grammes. Tate (2010) identifies the dual use of projects, assignments and secondments in both 

developing leadership talent and utilising leadership talent as a component of a strategic 

approach to LMD and one which ensures best value for money.

Coaching and mentoring

Coaching and mentoring were described in detail earlier (see Chapter 7), where the dual concerns 

of raising awareness and developing responsibility (Whitmore, 2009) were identified and 

explained. Distinguishing between coaching and mentoring is important in order to identify the 

different sets of roles and responsibilities in the relationships (see Chapter 7).

As an LMD tool, coaching, in particular, has received significant recent attention (Lee, 2003; 

Passmore, 2010) for its role in raising self-awareness and focus on achieving specific outcomes. 

Furthermore, significant value rests on the process of capturing learning from the day-to-day 

activities of managers. There has been considerable investment by some organisations in provid-

ing external, or developing internal, coaches to support managers and leaders at all levels and it 

is part of management development activities in 46 per cent of organisations (CIPD, 2012a);  

51 per cent of organisations consider coaching to be the most effective method of development 

(CIPD, 2012a), while, conversely, 40 per cent of organisations identified that there was a lack of 

skills in coaching and mentoring in leaders (CIPD, 2012a).
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Action learning sets

There is no learning without action and no (sober and delicate) action without learning. 

(Revans (1983))

Action learning, as distinct from active learning, is attributed to Reg Revans. Revans argued that 

learning by doing, reflecting on personal actions and experience, was a powerful tool in improving 

performance. Action learning is common in leadership development models (Skipton-Leonard, 2009).

Revans saw learning (L) as a combination of what he terms ‘programmed knowledge’ (P) and 

‘questioning insight’ (Q): thus L = P + Q. When facing unprecedented changes, managers can-

not know what programmed knowledge they will need. Instead, they need to ‘understand the 

subjective aspects of searching the unfamiliar, or learning to pose useful and discriminating 

questions’. Therefore action learning becomes a ‘simple device of setting them to tackle real 

problems that have so far defied solution’ (Revans, 1983: 11).

Revans (2011) identified 20 key principles of action learning that explain the importance of 

action and lived experience to effectiveness as a leader or manager. Revans argues that managerial 

learning has to embrace both ‘know-how’ and ‘know-that’, and be rooted in real problem-

solving, where ‘lasting behavioural change is more likely to follow the reinterpretation of past 

experiences than the acquisition of fresh knowledge’ (p. 14). Managers will be more able to make 

their interpretations, which are ‘necessarily subjective, complex and ill-structured’ (p. 14), and 

reorder their perceptions by working with colleagues who are engaged in the same process, as 

well as with non-managers, such as management teachers, who are ‘not exposed to real risk in 

responsible action’. Therefore, the principles include the facts that formal instruction is not 

sufficient, that asking challenging questions is important and that voluntarism is essential.

A central aspect of action learning is the contribution of peers – that is, that managers learn 

from managers and non-managers by checking their perceptions and actions against those of 

others. This process is formalised through the ‘action learning set’– groups of four to six people 

who, with the aid of a facilitator, work together and learn to give and accept criticism, advice 

and support.

Therefore, in LMD, action learning sets have become a popular intervention for general devel-

opment purposes (Pedler, 2008; Alimo-Metcalfe and Alban-Metcalfe, 2010) and specifically in 

facilitating change (Butler and Leach, 2011).

However, there are some doubts about the efficacy of action learning, for example, in the 

extent to which managers will truly engage in action learning if this challenges current manage-

ment cultures and political structures with concomitant risks for the individual (Pedler, 2008). 

That said, interest is still alive in the benefits of action learning to the manager’s experience 

(Kesby, 2008).

Reflective practice

It is not sufficient simply to have an experience in order to learn. Without reflecting upon this 

experience it may quickly be forgotten, or its learning potential lost. It is from the feelings and 

thoughts emerging from this reflection that generalisations or concepts can be generated. And 

it is generalisations that allow new situations to be tackled effectively. (Gibbs (1988: 16))

A greater focus on experiential learning in the workplace, coupled with a reaction against the 

‘remoteness’, complication and institutionalisation of LMD, has encouraged organisations to 

adopt new methods of learning, which include reflective practice. While the process is not with-

out its critics (well articulated by Hunt, 2005), the value of reflecting on practice is well estab-

lished in many professions (e.g. HRM, nursing, teaching) and underlines the notion of the 

manager as practitioner, rather than scientist (Moon, 2004; Gold et al., 2007; Thompson and 

Thompson, 2008).

Introduced by The Reflective Practitioner (Schön, 1984) and closely associated with action 

learning, the ideas associated with reflective practice have gained ground in the last 30 years. 
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Schön’s work argued that the gap between theory and practice was widening and that, in order 

to address it, managers ought to be encouraged to be reflective practitioners. This area is closely 

related to social learning theory (see Chapter 7).

Reflective practice is a set of abilities and skills to indicate the taking of a critical stance on 

your practice or experience as an individual. The process relies on participants engaging in active 

observation and critical reflection, both of which require particular sets of skills.

Active observation can be described as a ‘lean forward’ activity which requires engagement 

and absorption by the observer in the process. Learning by observation involves four separate 

processes (Bandura, 1997):

● Attention.  Observers learn when they pay attention to events around them. This may be 

influenced by expectations about the event or person that is being observed and personal liking 

or respect.

● Retention.  Observers learn when they remember the event or behaviour observed. This is 

reliant on the observer’s ability to remember the information in a way that allows them to 

reuse it.

● Production.  Observers must be capable of producing the act. Observing a complex action or 

event is quite different from being able to repeat it. MasterChef fans will know this from the 

‘taste test’ challenge that participants must successfully pass in order to proceed in the 

competition!

● Motivation.  Observers will only repeat what they have observed if they are motivated to do 

so. Reinforcement or reward can assist in the process.

Attention and retention account for acquisition or learning of a model’s behaviour; production 

and motivation control the quality of subsequent performance. On the whole, however, observa-

tion itself is of limited value unless the object and purpose of observation are clearly defined to 

the observer.

Critical reflection provides time and space for the individual to direct their attention to new 

interpretations of events and a means through which personal competences and capabilities can 

be examined and interpreted so as to develop deeper understanding and self-awareness. Critical 

reflection is often captured in writing through reflective diaries or accounts (Bolton, 2010). This 

process gives order to the disparate events and captures the reflective process in a way that allows 

the writer to reflect on future action (Moon, 2004). The most effective critical reflection is the 

deepest. Hatton and Smith (1995) suggest four levels of reflective writing:

● Descriptive writing – not reflective, no discussion beyond description.

● Descriptive reflection – description of events, alternative viewpoints accepted, but not 

embraced.

● Dialogic reflection – demonstrates a stepping back from events, a ‘conversation with yourself’, 

mulling about the events and actions. Recognises different qualities of judgement and alterna-

tive explanations. Analytical.

● Critical reflection – demonstrates an awareness that actions and events are not only located 

within and explicable by multiple perspectives, but are also located in and influenced by mul-

tiple contexts.

In essence, it is a readiness to constantly evaluate and review your practice in the light of new 

learning (which may arise from within the context of your professional practice) and at its broad-

est is an orientation to problem-solving or state of mind (Moon, 2004) that adds sophistication 

to the process of learning from experience. However, learners can create any number of mean-

ings, intended or otherwise, out of the same learning experience: accuracy and relevance can be 

improved through practice.

In reflective writing, the learner will normally ask a series of questions of themselves in rela-

tion to the event or experience and recount these in a written statement: What happened? So 
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what? Now what? Much of the theory relating to reflective practice is drawn from the work of 

Kolb (1984) and Honey and Mumford (1989), who introduced the concept of a learning cycle in 

which managers learn through a process of:

● implementation

● reflection

● making changes

● initiating further action.

In summary, this section has outlined some of the formal and informal methods that are currently 

being used to develop managers. However, it must be borne in mind that a great deal of develop-

ment takes place in ways that are not only less formal, but are also incidental and opportunistic. 

There may be times when the individual manager is unaware that development has even taken 

place, for example, trial and error, learning from mistakes, playing political games. This suggests 

that development may have as much to do with the provision of organisational support and 

facilitation for the creation of a learning culture and managing the influence of organisational 

context (social, political, cultural) in which managers operate as it does with the selection and 

implementation of specific development methods. An entirely upbeat view of reflective practice 

may be misguided, however, and we should consider the hazards, as well as the hopes, of critical 

reflection (Trehan and Rigg, 2008).

Identifying who to involve and how

Leadership and management development is, in many organisations, both high-profile and politi-

cally contentious, largely because of the vested interests of a wide range of stakeholders both 

intentionally identified as having a responsibility for its management and peripherally involved 

because of their broader contribution or interest (Mabey, 2013), for example, government or 

professional agencies, in-house trainers or development units, consultancy firms, HR managers, 

line managers and the managers or leaders involved in the development intervention.

Therefore, to be constructive, development demands the involvement of a range of stakehold-

ers, each of whom will have an impact on the development process and its outcomes (Mabey and 

Finch-Lees, 2008). Figure 8.6 identifies a number of key stakeholders, each of whom shares a 

measure of responsibility. Clarifying these at the outset is central to ensuring continued support 

for the process and for minimising resistance. Having determined its policy guidelines, the next 

step for the organisation is to consider how it should approach the development of its managers 

(Mumford and Gold, 2006). Traditionally, responsibility for development has rested with the HR 

function, with some input from the manager’s boss through the performance management sys-

tem (Duerden, 2006) (see below and Chapter 12). The individual manager was often passive in 

the process: they were required only to ‘turn up and be developed’. If a development programme 

is to be successfully planned and implemented, there has to be clear and unambiguous allocation 

of responsibility and a willingness to accept that responsibility by the parties involved.

Explore Prepare a list of those who are responsible for your development.

● How clearly are their roles delineated and communicated?

● How effective is the support you receive?

● How can you clarify and improve the roles of stakeholders in LMD in your organisation?

An active process of discussion and negotiation should ensure that each set of stakeholders 

accepts and owns a share of the responsibility for supporting the process, for example, through 
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supporting the manager, setting development objectives, planning and implementing the process. 

However, as Mabey and Salaman (1995: 176) identify, the linkages between each stakeholder are 

complex and each will ‘help shape the ethos and practice of training and development within 

organisations’.

Deciding how to evaluate

Organisations undertake LMD with the assumption that there will be some beneficial outputs 

(Tyler, 2004; Tate, 2010) and so measuring LMD is vital to demonstrate the value of the pro-

gramme in terms of monetary value or achievement of organisational goals (Mabey and Finch-

Lees, 2008). Traditionally, the literature on evaluation has focused heavily on the training and 

education ‘components’ of development (Warr et al., 1970; Rae, 2002; also see Chapter 7). How-

ever, evaluation of leadership development programmes has been criticised for a reliance on 

structured or quantitative evaluation models that do not account for:

● broad or qualitative outcomes (Edwards and Turnbull, 2013) such as improvements in leader 

relationships (Cunliffe and Eriksen, 2011);

● the longer-term impact or sustainability of development (Jarvis et al., 2013);

● the context in which the development takes place (Tyler, 2004; Hanson, 2013): ‘it makes little 

sense to send newly trained people back into unchanged organisations’ (Peters and Baum, 

2007:64);

Figure 8.6  Stakeholders in leadership and management development.
Source: Adapted from Burgoyne and Jackson (1997: 63).

Manager/leader

Waste of time, unwillingness

to accept new responsibilities

Personal development,

status/prestige, improved

career, break from the norm

Stakeholder Reasons for resistingReasons for supporting

Team

Resistance to changes,

absence of manager when

training, waste of time

Improved management and

direction, expresses

commitment to development

Line managers

Creates line problems

(manager’s absence)

Solves performance problems,

commitment to development,

reward/incentive

HR professionals

Might be able to see better

alternative

Strengthens skills, opportunity

to demonstrate professional

knowledge, improves political

ties in organisation

Senior managers

Might not be su�ciently tied

to the bottom line

Demonstrates action to other

stakeholders, improves

financial performance

Boards

May be disruptive, cause

divisions

Concrete message about

commitment to employees,

improved financial performance

External

funding agencies

Limited involvement in design

doesn’t generate su�cient

new knowledge or skills, not

tied to national standards

Financial opportunity

demonstrates commitment

to improving national skills



284        CHAPTER 8  LEADERSHIP AND MANAGEMENT DEVELOPMENT

  ●   the input and impact of stakeholders ( Grandy and Holton, 2013 ;  McCauley-Smith  et al. , 

2013 ).   

 For example,  Jarvis  et al.  (2013)  identify the ‘tensions’ in seeking evidence for the effectiveness 

of leadership development through traditional quantitative/return on investment (ROI) calcula-

tions. They argue that such measurements are flawed in their attempts to link inputs from leader-

ship development to outputs in leadership behaviour. By way of an alternative, they propose a 

qualitative/ethnographic approach which recognises the messy complexity of management learn-

ing. The methods identified included guided conversations on critical incidents and key learning 

points, placing greater emphasis on the everyday experience of participants in applying their 

learning and establishing ‘What is really going on here’? Therefore, with increased pressure on 

resources, being able to demonstrate the contribution is vital. Aside from financial measures, 

other success criteria are possible, and identifying these in advance is vital if there is to be effec-

tive evaluation ( Hamblin, 2007 ;  Tate, 2010 ).      

  International leadership and management development 

 We have mentioned previously the widespread instability that characterises the environmental 

context within which leadership operates. This section will consider more specifically what hap-

pens when this context is global rather than local. 

 Although most people are familiar with the term ‘global context’, few challenge what this 

actually means. The ‘global context’ incorporates a vast repertoire of similar, different and dis-

parate environmental circumstances, all of which are situated within a context which is more or 

less stable. Compounding the complexity still further is an appreciation of the national, religious 

and ethnic values that underpin the social structures and cultural norms, and it is within this 

context that global leaders need to thrive ( Muenjohn and Armstrong, 2007 ). 

 In order to frame international leadership and management development (ILMD), it is useful 

to think about the specifics of this ‘global context’.  Scullion  et al.  (2007)  divide this into  spatial,  

 security  and  social landscapes  ,  all of which have a substantial impact in terms of changing careers 

and changing the nature of global assignments. 

  The spatial landscape 

 The spatial landscape is of key importance both at a strategic level and at an operational level. 

At a strategic level, the changing political and economic landscapes mean that foreign direct 

investment to new and developing countries is creating new markets and new business environ-

ments. However, the very newness of these markets means that, even though they might be 

potentially lucrative, situating a new business operation there is a high-risk strategy ( Busse and 

Hefeker, 2007 ). The global leader then needs to be aware of the strategic opportunities open to 

them and the strategic risks associated with these opportunities. 

 At an operational level, emerging markets in developing countries are unlikely to present any 

new investor with the requisite number of appropriately skilled employees. Leadership here needs 

to balance the need to employ local staff who understand the culture and the context in which 

International leadership and management development 

 Explore  Identify a recent LMD initiative that you were involved in. 

   ●   What were the desired outcomes of this initiative?  

  ●   How could these be measured taking into account the criticisms made of most evaluations in 
the previous paragraph?  

  ●   How would you account for these measurements to the stakeholders?   



INTERNATIONAL LEADERSHIP AND MANAGEMENT DEVELOPMENT        285

they operate, and international staff who have the necessary business skills and competences to 

drive the business forwards.

The security landscape

The security landscape is one in which global terrorism presents a threat to the ways in which we 

do business today and in the future, and highlights the need for international leaders to be acutely 

aware of the risks to the business and, more importantly, to the employees. Scullion et al. (ibid.) 

suggest that after the 9/11 attacks there was a reduction in US managers willing to take on over-

seas assignments, noting that it is likely that leaders and managers from other countries may now 

be equally reluctant to take an assignment in the USA. Yet, despite this, organisations are still 

encouraging expatriate assignments as being the most effective way to lead and manage a busi-

ness overseas.

The social landscape: Changing careers

In tension with security considerations, Scullion et al. (ibid.) suggest that there is now a proactive 

drive by people to undertake expatriate assignments as a means of augmenting their skill sets 

and increasing their value to the organisation. However, Dickmann and Harris (2005: 400) sug-

gest that the connections between undertaking such an assignment and the ‘career capital’ that 

this creates are at best ‘tenuous’. Rather, organisations invest substantially in ILMD and manag-

ing the expatriate assignments for these people, only to place them in roles requiring little more 

than their previous skill set when they return. Consequently, attrition rates of these senior leaders 

and managers post assignment may be in the region of 20 per cent in the first year and 20 per 

cent in the second year (Scullion et al., 2007). Necessarily, ‘such turnover has obvious implications 

for both the development of managerial competence in the MNC [Multi-national corporation] 

and global leadership development’ (ibid., p. 313).

A second issue for ILMD here is the extent to which a talented international leader becomes 

attractive to the competition. Where increased job mobility and portfolio careers make meaning-

ful international leadership succession planning impossible, perhaps the solution is to poach 

talented international leaders from elsewhere, rather than develop these in-house.

The changing nature of global assignments

One factor which may have a major impact on whether or not you can recruit new talent is the 

changing legislative processes that govern what organisations can and cannot do. For example, 

Explore What are the relative merits of in-house ILMD versus the external recruitment of leadership 
talent?

Key controversy

What ethical considerations do international leaders need to make when resourcing businesses in developing coun-
tries? What tensions arise?

You may wish to inform your thinking by accessing www.businessinsider.com/how-nike-solved-its-sweatshop- 

problem-2013-5?IR=T.
Can we ‘train’ people to be ethical leaders?

http://www.businessinsider.com/how-nike-solved-its-sweatshop-problem-2013-5?IR=T
http://www.businessinsider.com/how-nike-solved-its-sweatshop-problem-2013-5?IR=T
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many countries in the Middle East are adopting a policy of ‘isation’ (Saudisation, Omanisation, 

etc.) in an attempt to address the shortfall in home-grown talent (see Al-Dosary and Rahman, 

2005). For years, MNCs have been the mainstay of these economies, run, at senior leadership 

levels, by expatriates. As a consequence, these countries have a shortage of home-grown senior 

leaders. To rectify this, many have now introduced a quota system which gives specific prescrip-

tions to MNCs on how many expatriate leaders can be employed, and how many host country 

nationals must be employed in leadership positions.

A second factor changing the nature of global assignments is the increasing number of females 

in senior management and leadership positions. The traditional model of expatriate assignments 

characterised the male as the ‘leader’, and companies then allowed him to take his wife and 

children overseas with him. Frequently, the company found ‘a little job’ for ‘the wife’. However, 

as more females hold senior jobs themselves, the prospect of giving these up to support a partner 

overseas is not an attractive proposition (Varma and Russell, 2016).

The context of international leadership presents a real challenge to ILMD, and to the organi-

sation’s ability to develop the leaders of the future. It is therefore worth considering the specific 

skills and competences that they are likely to need.

The skills of international leadership and management

It is suggested that the ‘usual’ leadership and management skills acquired through traditional 

modes of study are insufficient for effective global leadership (Brownell, 2006). The limitations 

of such approaches lie in their being predicated on ‘a common set of readily assessed perfor-

mance standards’ (p. 309) which do not allow for the dexterity or the flexibility required within 

an international setting. As such, the emphasis for ILMD needs to be on the individual, their 

personal characteristics and the ways in which they are encouraged to use these to develop a 

distinctive set of competences (Herd et al., 2015).

This idea does not intend to negate the use of the more traditional modes of LMD; rather, it 

suggests that we see these as being the foundation on which we build an international orientation. 

Woodall (2006) cites Alldredge and Nilan (2000) and their reproduction of the 3M model of 

international leadership competences (see Figure 8. 7: 3Ms Leadership Competences).

Explore What difficulties might such a quote system present for resourcing an MNC based overseas?

Figure 8.7   : 3Ms Leadership Competencies.
Source: Woodall, J. (2006), ‘International management development’, in T. Edwards and C. Rees (eds),  
International Human Resource Management. Harlow: Prentice Hall, 172–94.

Fundamental: Ethics and integrity, intellectual capacity and

maturity and judgement

Essential: Customer orientation, developing people,

encouraging motivation, business health and results 

Visionary: Global perspective, vision and strategy, nurturing

innovation, building alliances and organisational agility
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  Fundamental level 

 What becomes apparent here is that there is, at a basic level, the need for the leader to do no 

damage. The idea of having an ethical approach and operating with integrity is both a moral 

requirement and a means of reducing reputational risk. Likewise, the connections between matu-

rity and judgement (and the tacit knowledge that these suggest), and the notion of having the 

intellectual capacity to do the job, frame the key importance of leadership effectiveness in a 

pragmatic sense, that is, that when all the niceties of leadership are stripped away, what an 

organisation needs at a fundamental level is someone who can do the job.  

  Essential level 

 Once the safety of the business is assured, then the skills developed need to underpin the leader’s 

relationships with the wider stakeholders. At this level, the importance of knowing the stakehold-

ers, and developing leaders better able to meet their demands, becomes apparent. This functional 

level spans the boundaries between the pragmatic skills for running the business, the softer 

human skills of  influence and motivation, and the conceptual skills to drive strategic 

innovation.  

  Visionary level 

 The visionary level again draws on the issues specific to an international leader, from having 

global awareness and cultural sensitivity, to being ‘visionary’. The suggestion is that the organisa-

tion is ‘future-proofed’ by the creation of strategic agility which is at best proactive in driving 

change in the market, at worst readily able to respond to changes in the competitive and/or 

external environments. The whole idea of innovation clearly articulates with this sense of where 

the organisation would like to be at some future point in time. 

 The 3M model of international leadership and management competences gives us some indi-

cation of the difficulty we might have in trying to distinguish leadership from management, in 

any meaningful way. Clearly, from the perspective of an MNC, the expectations are that leaders/

managers will have a repertoire of skills and will have the capacity to move between these as and 

when circumstances dictate.  Brownell (2006)  takes a slightly different and more theoretical view 

of the skills and competences needed to underpin effective global leadership. Synthesising the 

research undertaken by a range of authors (e.g. Bennis, 1989; Goleman, 1995; Ulrich and Small-

wood, 2004), she presents a list of key competences and a list of potential contextual nuances 

which suggest the prioritisation of specific competences. It is the acquisition of these which 

should form the basis of the design of ILMD programmes. See Figure 8.8  Brownell’s (2006)  

Competences.     

  The design of international leadership and management development 
programmes 

  Morrison (2000) , suggests that ILMD programmes should take account of both the generalisable 

characteristics, that is, those which are universally applicable, and the idiosyncratic characteris-

tics determined specifically by the nature of the business and its unique context. As such, the 

competences discussed previously would all be included because of their general relevance, and 

more nuanced competences would be determined by both the nature of the organisation (e.g. in 

the pharmaceutical sector leaders will need to contextualise their innovation skills to the scien-

tific context within which they work), or to the context within which the business finds itself at 

any one point in time (e.g. conceptual skills to create a global strategy). 

 Carberry and Garavan (2012) suggest that international leadership development programmes 

need to incorporate a range of different approaches, reflective of the repertoire of skills needed. 

These approaches are: 

The design of international leadership and management development 
programmes 
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1. Formal:  Specific programmes of learning, be these in-house ILMD courses, university 

awarded degree courses, or development and assessment centre programmes.

2. Job-based:  International assignments or secondments, special projects or job enrichment.

3. Relationship:  Executive coaching or mentoring, peer coaching or mentoring, peer support 

groups.

4. Informal:  Reflective thinking and experiential learning.

Figure 8.8  Leadership competencies, Brownell, J. (2006), ‘Meeting the competency needs of 
global leaders: A partnership approach’, Human Resource Management, 45, 3: 309–36.

Cultural sensitivity/intelligence and a global

mindsetIntercultural

Emotional intelligence, empathy and self-contolSocial

Innovative, synergistic thinking and breakthrough

thinkingResourcefulness 

Self-e�cacy and self-reflectiveSelf-knowledge

Vision, passion and optimism Positive outlook

Flexible, agile and optimisticResponsiveness

Decisive, sound judgement and intuitiveDecision-making

Explore Given Brownell’s (2006) list of competences, how might each of the approaches here be used to 
develop these?

In thinking about this, you are likely to have considered some of the main methods used by 

organisations to try to engender the cross-cultural skills needed, and your answers may be similar 

to some of the suggestions below:

Formal methods

For example, lectures, training and cultural awareness programmes. One needs to consider here 

the extent to which one can formally ‘teach’ cultural sensitivity and cultural intelligence, and the 

extent to which both might be related to individual personality and characteristics. Nevertheless, 

there are some basic cultural rules which it is possible to teach in this formalised way. For exam-

ple, we might learn that in Japan shaking hands is uncommon – although there are exceptions, 

you would need to know precisely where and when these exceptions exist. Likewise, despite 

having a reputation for being late, an Italian will always expect you to arrive on time. Lastly, in 

Thailand it is exceptionally rude to point to or indeed touch someone’s head.

Job-based methods

The advantage of job-based methods is that they allow the person to develop the skills in-vivo, 

that is, in the actual situation. Necessarily then the skill acquisition becomes more meaningful 
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as it is contextually relevant and reinforced. Here people should be in a position to observe the 

cultural practices and appreciate the things that people do. However, it is not quite so easy to 

spot what people do not do, and it is therefore useful to augment any job based cultural sensitivity 

training with some formal tuition.  

  Relationship methods 

 The issues here relate to the skills of the coach or the mentor, and to the extent to which these 

people are there to simply allow people to explore the issues of cultural awareness and review 

their own practice, or whether they are there in a knowledge sharing capacity. For the former, 

again some pragmatic exposure to the ‘dos and don’ts’ would be good, as often the cultural 

sensitivities that we need to appreciate are not immediately observable or indeed discernible from 

the behaviour of others. In the case of the latter, the issue is the credibility of the person sharing 

their knowledge.  

  Informal methods 

 Informal methods are useful as an augmentation to other modes of understanding cultural sen-

sitivities. Reflection on one’s experiences can bring some critical insights into the informal cul-

tural rules, but one should also consider here the role of vicarious learning. Very often knowledge 

can be acquired simply by observing what others do more or less well, and reflecting on how you 

as a manager or leader might have reacted or may react in the future in similar situations. 

 ILMD is an organisationally driven process which enables an individual to develop a repertoire 

of skills and competences as well as the ability to determine when and how to move between 

these. It is argued that the need for dynamic and flexible leadership is compounded when we are 

trying to manage or lead in an international context. As such, in this section we have considered 

the skills of international leadership and management and the mechanisms through which these 

might be developed. At the heart of the discussions here is a sense that dexterity and effectiveness 

are more likely consequences where a range of different ILMD approaches are used to ensure the 

acquisition of a repertoire of skills and experience to augment traditional MLD.   

  LMD in different contexts 

  LMD in the small firm 

 The economic role of small and medium-sized firms (SMEs) in creating wealth and employment 

is widely acknowledged in the UK and beyond ( BIS, 2011 ;  van Wenroy  et al. , 2011 ). The BIS 

 Annual Small Business Survey  in 2011 identified that, despite economic challenges in the economy, 

employment levels were up in around a quarter of SMEs and over 66 per cent intended to upskill 

their workforce – including investment in increasing the leadership capability of managers – 

in the coming months. However, given the wide range of firms that fall under the ‘SME’ umbrella, 

knowledge is limited and generalisations difficult ( Mayson and Barrett, 2005 ). 

 That said, despite the relatively upbeat account of SMEs from some quarters, with managers 

being judged as good or very good and high levels of trust and participation ( van Wenroy  et al. , 

2011 ), in the UK 65–75 per cent collapse or are sold during first-generation ownership tenure 

( Williams and Cowling, 2008 ). While there are many factors that may contribute to this high 

failure rate, the lack of management knowledge and expertise is viewed as a major factor ( Fuller-

Love, 2006 ;  Coetzer  et al. , 2011 ) and many small businesses fail to reach their potential because 

of the way their people are managed. 

LMD in different contexts 
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There appears to be sound evidence to suggest that few managers in small firms receive formal 

management training (Thompson, 2001) and, while there have been improvements in the develop-

ment of managers in small firms in recent years, one in five managers receives no training at all 

(Fuller-Love, 2006).

Research has identified a number of challenges facing small businesses in investing in LMD:

● Resources.  Significant challenges exist in terms of time, resources, previous formal education, 

concerns about realising returns on investment in management training, not knowing where 

or how to get advice and assistance, and a lack of appreciation of the complicated procedures 

and bureaucracy when applying for assistance (Fuller-Love, 2006).

● Structure and organisation.  A more pervasive factor can explain the lack of formal LMD in 

SMEs: SMEs tend to be less formal generally in their operation and practice of HRM and 

HRD (Marlow et al., 2010), posing challenges for formal planning, investment, control and 

measurement of LMD activities.

● Size and accessibility.  Another significant barrier arises from the practicalities of having a 

smaller number of managers to develop, making the transfer and take-up of mainstream, 

large-organisation-focused methods problematic (Mayson and Barrett, 2005).

● Availability of  training and funding to support.  Over the years, easy access to full or match 

funding has almost entirely vanished. Funding for development is mostly linked to supporting 

the provision of apprenticeship or ‘enterprise training’, focusing on basic skills in operations, 

HRM marketing, finance, and so on. Secondly, significant challenges are placed in the way of 

small firms seeking funding for more managerial interventions (see the complexity of UKCES’s 

latest round of ‘Employer Ownership of Skills’ funding, 2013).

● Owner characteristics and capabilities.  In small firms, success is often linked to strong owner 

(or family) identity and capability (Jones et al., 2010) where family affiliation (Cater, 2009), 

individual action and entrepreneurship (Jones and Crompton, 2009; Mitchelmore, 2010) are 

valued over other capabilities.

Therefore, a strategy for developing managers in the small firm would include:

● identifying the knowledge and skills required by small firm owners/managers;

● delivering development in a way that acknowledges the sector’s diversity and uniqueness;

● finding ways to overcome the bureaucracy and provide accessible and affordable approaches 

to development.

LMD in the public sector

Given the diversity of organisational forms that exist in the public sector in the UK (and across 

Europe), it is perhaps unwise to consider the sector as homogeneous. Nonetheless, public man-

agement may require particular sensitivity to the relationship between policy and operations, 

productivity and workplace ethos, quality and process, governance and public accountability, as 

well as the particular financial constraints that exist in a public-sector environment (Loffler and 

Bovaird, 2009). Some have argued that the context of public-sector management is ‘staggeringly 

complex’ (Alimo-Metcalfe and Alban-Metcalfe, 2010: 178) and so developing leadership skills 

has therefore been a key plank of the government’s modernisation agenda (PIU, 2001) in, for 

example, the NHS, education, policing and the civil service (http://www.civilservice.gov.uk/).

Within the public sector, there is a huge range of contexts and work environments within 

which leaders face many challenges (Flynn, 2007). These can include:

● managing limited resources that accompany the provision of a ‘free’ service;

● maintaining a public service ethos in a commercial society;

● managing complex environments with multiple goals and functions and different types of 

staff (e.g. professional and managerial);

http://www.civilservice.gov.uk
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● working within the constraints of unionised environments;

● managing professionals working in environments that may be substandard to that available 

in the private sector;

● having performance standards and goals ‘imposed’ externally that cover issues not always 

within the control of the service.

These challenges and contradictions make for an interesting environment in which to develop 

the manager, often where there are limited funds available. That said, there are notable examples 

where considerable investment has been made in developing public sector managers, for 

example:

● the NHS Leadership Framework (http://www.leadershipacademy.nhs.uk/discover/leadership- 

framework/);

● the National College for School Leadership (http://www.education.gov.uk/nationalcollege/);

● the College of Policing (http://www.college.police.uk).

LMD for under-represented groups

Substantial recent attention has been paid to the differential treatment of women managers and 

their progression through organisations, drawing attention to enduring differences in perspec-

tives on gendered LMD (Madsen, 2012; Kelan, 2013). For example, the Davies Report (Davies, 

2011) identified the enduring impact of ‘the old boys’ network’ as an explanation for the under-

representation of women on boards in businesses in the UK. The report identified that develop-

ment opportunities were high on the list of priority actions in order to improve women’s 

representation.

Much less has been said about the position of the other diverse groups in society, and in micro-

cosm in management. Much LMD is ‘diversity-neutral’ (Mabey and Finch-Lees, 2008) and fails 

to recognise how current approaches reinforce current prejudices and limitations. LMD is, after 

all, about conformity – building managers who reinforce corporate messages and approaches 

(Bailey et al., 2010) – and difference is viewed as ‘a liability’ (Mabey and Finch-Lees, 2008). Tak-

ing a balanced view to LMD and recognising diversity require asking hard questions. Diversity 

issues are covered in detail elsewhere in the book (see Chapter 7) and ought to be explored before 

embarking on designing LMD.

Explore Revisit Chapter 4. To what extent has women’s representation at senior levels in organisations 
improved since publication of the Davies Report?

Key controversy

Revisit Case Study 8.1. What is your view about the extent to which LMD should be tailored to different groups such 
as women or minority groups? Why do you hold this view? What are the organisational consequences of your view?

See also the commentary at the end of the following article about the value of ‘female’ leadership styles: http://

www.thetimes.co.uk/article/nhs-crisis-deepens-as-delays-push-hospitals-to-breaking-point-lq6x5cmh3.

http://www.leadershipacademy.nhs.uk/discover/leadership-framework
http://www.education.gov.uk/nationalcollege
http://www.college.police.uk
http://www.thetimes.co.uk/article/nhs-crisis-deepens-as-delays-push-hospitals-to-breaking-point-lq6x5cmh3
http://www.thetimes.co.uk/article/nhs-crisis-deepens-as-delays-push-hospitals-to-breaking-point-lq6x5cmh3
http://www.leadershipacademy.nhs.uk/discover/leadership-framework
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  The future for LMD: The need for new thinking and new practices? 

      Leadership and management development – like so many aspects of organisational life – is in a 

state of considerable flux and transformation, giving rise to a number of issues and tensions that 

are continuing to influence the way LMD is interpreted, planned, organised and implemented 

across a wide range of contexts. As the economy contracts at a record rate and a new financial 

order is emerging, any investment in employee development has to be worth the money invested. 

However, many employers report that a ‘skills dearth’ is restricting growth ( Churchard, 2013 ), 

meaning perhaps that investment is more important than ever. 

 One of the challenges identified in this chapter was in evaluating LMD. If a clear case cannot 

be made for the link between LMD and organisational performance, and if this cannot be dem-

onstrated within each organisation, then it will not be a priority in cash-strapped businesses. 

LMD will only be worth the money if clear links can be made with the business and its purposes 

( Tate, 2010 ). As such, LMD poses a ‘strategic challenge’: 

   ●   Strategy must be put ahead of  training.      Business leaders must take an informed view about 

what aspects of LMD support the business directly and jettison those that do not.  

  ●   Development has to look outwards      at customers, markets, brands, products and competition – 

and inwards, at organisation, culture, structure, systems, relationships and rules.  

  ●   LMD has to be targeted carefully.      Not all managers need the same level or quantity of devel-

opment over the same timescales; identifying specific behaviours that have to change, and in 

which individuals, will allow a much more tailored offering.  

  ●   Assumptions have to be challenged.      However ‘self-evident’ the value of LMD may be, it 

should not escape serious challenge.  

  ●   The focus should be on leadership as it is practised, rather than as it is learned.      Solutions 

should then be tailored to make this its business purpose.   

 In these ways, LMD can become a resource for the organisation, rather than a drain on its 

resources.  

  Concluding comments 

 A clear case has been made in this chapter that for LMD to be effective it must be linked to stra-

tegic goals and intentions.  Chapter   2    introduced some of the realities of strategic flux and change 

in organisations – where intended strategies were not always realised and emerging strategies 

replaced those intended as the strategic environment changed over the process of planning cycles. 

If we are to achieve and maintain the required level of strategic fit, LMD has to be managed in 

a way that accepts and accommodates contextual diversity and organisational complexities. 

‘Managing’ development therefore has to be seen as being just as important as ‘doing’ 

development. 

 So to what extent is LMD fulfilling its strategic role in this contextual and contingent manner? 

The answer has to be a qualified one. There has been evidence, over the years, of success ( Mabey 

The future for LMD: The need for new thinking and new practices? 

Concluding comments 

 Explore    ●   List what you believe to be the ways in which LMD might evolve over the next 10 to 15 years. 
Add a short sentence against each point to explain your reasoning.  

  ●   Discuss your ideas with a colleague(s). How do your ideas compare with theirs?   
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and Ramirez, 2005; Brown, 2007; Bailey et al., 2010; Sheehan, 2012), but there is also evidence 

that in some situations LMD might be considered to be ‘failing’, in the sense that it is not fully 

delivering anticipated organisational and individual outcomes.

In order to be strategic, organisations have to address several challenges (Clarke et al., 2004; 

Bailey et al., 2010):

● They must be clear about the nature of leadership and the qualities they value in the leaders 

in their business.

● They need clear evaluation strategies that demonstrate the multiple values of LMD.

● They must engage high-quality professionals to support LMD internally and to build net-

works externally.

● They must be ‘in it for the long term’ rather than following financial trends that drive piece-

meal and partial investment.

Summary

● The terms ‘leader’ and ‘manager’ have become interchangeable in many organisations, but 

clarity is required around the nature of the role for which any development intervention is 

designed.

● LMD is a critical component of organisational success, where it is designed, delivered and 

evaluated in line with an organisation’s strategy.

● Improving individual and organisational performance is at the heart of any LMD intervention.

● A number of choices have to be made when developing an LMD strategy:

– Who to develop?

– How to develop?

– Who to involve?

– How to evaluate?

● LMD comprises a range of interventions designed to enhance the skills of leaders and manag-

ers – a group of employees who have a significant impact on an organisation’s performance.

● The context of LMD plays a significant part in the design of LMD interventions.

Questions

1 What do you understand by the term ‘leadership and management development’?

2 How does LMD support the business strategy?

3 Identify the key stakeholders in LMD? What positive and negative influences can they have 

on the process?

4 What factors should be considered when devising and implementing an LMD policy?

5 What are the challenges and issues that face LMD in the short term and in the long term?

Explore ● To what extent do you feel that LMD is ‘failing’ to deliver anticipated outcomes in your 
organisation?

● Given what you have read in this chapter, what can be done to improve the situation?



Case study: In the NHS we Trust?

Dame Julie Moore, the respected chief executive of the Uni-
versity Hospitals Birmingham Trust, was asked last week to 
explain why the NHS was in such difficulty. A lot of it, she 
believed, was down to leadership failure and incompetence 
on every level. ‘We’ve created a culture of people who are 
terrified of making decisions because you can’t be held to 
account for making no decision but you can if you make a 
decision’, she said.

Much of the blame lay with previous governments who 
had centralised power, leaving many of her colleagues 
‘waiting for a command from God on high’ instead of taking 
the initiative.

What Dame Julie describes is typical of highly politicised 
bureaucracies. In the NHS, this entails a culture of fear from 
the health secretary downwards. What are they all so 
frightened of? In essence, that the veils of illusion surround-
ing the NHS will be torn away and it will be seen to be the 
failure that it is. Yes of course there are dedicated staff 
doing magnificent work. Nevertheless, a recent study by 
Imperial College found that death rates in British hospitals 
were 45 per cent higher than the best performing country, 
the USA.

Last year, the Patients Association reported that in most 
hospital trusts there were patients waiting longer than the 
NHS limit of 18 weeks between referral and surgery. In 
some, there were too few nurses to properly feed or care 
for patients.

The fiction has to be maintained that healthcare is get-
ting better all the time. This is to mask the fact that the 
NHS’s core aim — to provide all with the same level of state 
healthcare free at the point of use — is an impossibility. It 
creates an inexhaustible demand for funding.

The NHS in England spends £116 billion per year. It’s still 
not enough. Hospitals are now being told to shed staff to 
dangerously low levels. This was entirely predictable.

As a panic response to the Mid Staffordshire scandal 
three years ago in which hundreds of patients endured 
appalling standards of care, the health secretary vowed 

that staffing levels must rise and to hell with the cost. 
Clearly, there would be a day of reckoning. That day has 
arrived.

Measures designed to deny reality go back to Margaret 
Thatcher. Even she was not prepared to declare the NHS 
unfit for purpose. Instead she decided to run it like a 
business. This merely piled on new layers of dysfunctional 
management. Today the service boasts no fewer than 
16 directors of ‘transformation and corporate operations’ 
alone.

Targets, the bureaucrat’s principal means of demon-
strating improvement, create a plethora of perverse incen-
tives. A report by the Nuffield Trust found that thousands 
of patients are dying because the focus on high-profile 
conditions has distorted the way NHS surgery is organised. 
Waiting lists and cancer care are measured nationally 
which means that hospitals structure surgery around them. 
Yet elderly patients admitted in the middle of the night with 
a burst appendix or gallstones are not measured, and often 
get poorer treatment.

No one is willing to admit publicly what so many inside 
the service privately understand. The result is that succes-
sive governments, swearing undying loyalty to the NHS, 
have quietly shuffled off responsibility for it to the market. 

Source: http://www.thetimes.co.uk/article/lets-abandon-our- 
broken-nhs-and-move-on-f35cr23ks.

Questions

1 What challenges do organisations such as the NHS face 
in developing senior managers?

2 To what extent do senior managers present a special 
case in LMD?

3 As most organisations now prefer to develop internal 
managers through management succession than to 
recruit from outside, how can they ensure that they 
achieve this?
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CHAPTER 9
ORGANISATIONAL 
DEVELOPMENT
MAIRI WATSON

Objectives

● To define organisational development (OD).

● To outline the key stages in the history and discuss the contemporary view  
of OD.

● To explore the key theories that underpin the practice of OD.

● To investigate the techniques and practices of OD.

● To explore the nature of the change agent role and its impact on OD.

● To examine the links between OD and strategy, structure and culture.



The media in a number of countries have 
been asking what lies behind the success 
rate of British athletes at the Rio Olympics

The large number of medals won by the cyclists of Team GB 
has come in for particular attention.

Punching above their weight

The Sydney Morning Herald notes that compared with Brit-
ain, Australia has not done very well in the Games, despite 
having adopted a similar funding strategy in its search for 
Olympic success.

‘In all, $340m has been injected into summer Olympic 
sports using the national lottery funding model adopted by 
Great Britain in the lead-up to its home Olympics as an 
inspiration’, the paper says.

‘But while Team GB . . . are still enjoying the afterglow 
of London by punching well above their weight here, the 
jury is still out for Australia’s program.’

In a separate report, the paper said that when Cycling 
Australia boss Kevin Tabotta was asked what made British 
cycling so good, he replied: ‘If I had the blueprint, I’d be 
using it myself’.

An article on Sina’s Weibo, the popular Chinese micro-
blogging platform, also wonders what the UKs ‘secret’ is, 
noting that direct funding from the National Lottery was 
‘allocated to sports management and research institutions’ 
for ‘a “world-class project”’.

French business daily Les Echos believes it has the 
answer. Asking ‘Why do the British swipe so many medals?’, 
it suggests that ‘to understand why Britain is doing so well 
this year’, one needs to remember that its ‘direct competi-
tor, the Russian team, was heavily penalized’.

Raised eyebrows

A Russian sports news website, Sport Express, carries a report 
headlined ‘Britain sets medal record for non-domestic 
Olympics’.

The brief report is followed by a somewhat jaundiced 
comment from a reader identified as ‘S-E fan’, who asks: 
‘What’s so surprising about this? The British have seized key 
posts at Wada, IAAF, the Paralympic Committee. Their 

people are everywhere, they are securely covered and 
compete and train without hassle’.

Several competitors in Rio have expressed astonishment 
at Team GB’s performance.

Australia’s Olympic team captain Anna Meares was said 

to have ‘raised her eyebrows’ at Britain’s track cycling suc-
cess, while Germany’s champion cyclist Kristina Vogel 
asked how it was possible that Britain’s cyclists could do so 
well at the Olympics after failing to score any other notable 
successes in the previous few years.

Anna Meares later took to Twitter to make it clear that 
she had not intended to suggest that the British team had 
been doing anything suspicious.

‘£ycling’

French ex-cyclist, ex-coach and now columnist Antoine 
Vayer has been posting a number of provocative tweets 
aimed at British cyclists, with the latest simply stating: 
‘£ycling’. (Image copyright Twitter\Antoine Vayer)

But the French paper Le Telegramme believes the British 
sprinters’ superior muscle power is what gives them the 
edge over their competitors.

‘Sprint is fast becoming above all a sport of strength, in 
which the emphasis is on muscle power – perhaps exces-
sively so for the purists’, it says.

Meanwhile, English-language Chinese sources are being 
magnanimous about Britain’s Rio successes but the Chi-
nese-language papers are not happy about lagging behind 
Britain in the medals table.

Nationalist newspaper Huanqiu Shibao says there is 
‘British media excitement over gold medals overtaking 
China’ but the paper stresses that this is only ‘temporary’.

British cyclists got better

The UK sports minister, Tracy Crouch, has criticised countries 
who have raised questions about the dominance of the Brit-
ish cycling team at the Rio Olympics.

She said the comments were ‘unfair’ – and British cyclists 
had simply got better than their opponents.

The head British cycling coach has said the GB team 
always aimed to peak at the Olympics.

Source: http://www.bbc.co.uk/news/world-37108833.

Case study
World asks just how the Brits do it
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     Introduction 

 This chapter grapples with the complex and demanding topic of organisational development 

(OD) – planned organisational change. OD is, like HRM more generally, a field of enquiry 

(theory) as well as a field of practice (activity), offering the opportunity for students to engage 

with OD at both a critical and a strategic level ( Garrow  et al. , 2009 ;  Francis  et al. , 2012 ). It has 

been ‘driven by the twin forces of academic rigour and practical relevance’ with one or other in 

the ascendancy ( Burnes and Cooke, 2012 : 1396). 

 Organisational development today is typically enacted in organisations through formal, 

planned change efforts (which can be related, for example, to strategic planning, organisational 

redesign or leadership development) overseen by internal or external consultants (change agents) 

with behaviour change and/or performance improvement as the primary goals. OD relies on tried 

and tested models of change to communicate, structure, undertake and evaluate activities and 

efforts. As such, it is a profitable and extensive industry in its own right ( Helms-Mills  et al. , 2009 ). 

 In terms of theory, there was a strong and well-known cadre of writers (e.g. Kurt Lewin) who 

established OD in the mid-twentieth century as a field of applied behavioural science and a topic 

worthy of examination and implementation: as such, it pre-dated – and perhaps acted as a pre-

cursor to – the development of HRM in the 1980s (CIPD, 2012;  Francis  et al. , 2012 ). Current 

debate shows a growing impetus for a critical re-examination of OD from the perspective of 

researchers, academics and practitioners working in the field. 

 In terms of practice, a renewed interest in OD is demonstrably evident in the UK ( Garrow  

et al. , 2009 ), not least in the explicit inclusion as one of the 10 areas of professional development 

on the HR Profession Map and as one of the CIPD’s Advanced Level 7 modules ‘Organisational 

design and development’, arguably because it has the potential to provide a language of organi-

sational improvement. Organisationally, an interest in the strategic or performance impact of 

OD has led to the embedding of OD in the title and responsibilities of HR directors in many 

large organisations. In parallel, many of the practices associated with OD have been embraced 

and embedded by HR practitioners in their everyday activity. The language of OD is increasingly 

used as an umbrella term for the developmental practices associated with HR practice and can 

be said to be assuming greater strategic significance ( CIPD, 2015 ). 

  CIPD (2015)  outlines the reasons why OD is so closely related to HR: 

   ●   OD work contributes to the sustained health and effectiveness of the organisation.  

  ●   OD work is based on thorough diagnosis that uses data from organisational, behavioural and 

psychological sources.  

  ●   OD work is planned and systemic in its focus, taking account of the whole organisation.  

  ●   OD practitioners create alignment between different activities, projects and initiatives.  

  ●   OD work involves groups of people in the organisation to maximise engagement, ownership 

and contribution.   

 In that way, OD can support the strategic goals of HR (see  Box   9.1   ).  

Introduction 

  Box 9.1  Practical OD? 

 The CIPD’s podcast on the link between OD and HR provides some insight into the two sets of challenges in the 
introduction. First, it offers a practical definition of how OD might have an impact on work: 

   Lee Sears(LS): 

 For me, OD, I think it’s a relatively simple definition. It’s about the ability of a function to support an organisation 
to be successful now and in the future.  

➨
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Therefore, the chapter provides the background to the development of OD within the field of 

behavioural science and also offers an applied perspective.

While there are many ways of explaining the acronym OD (organisation, organisational, 

organisation or organisational development), this chapter refers throughout to ‘organisational 

development’. Where a distinction in the use of the variety of terms is required, this will be made 

explicit.

Ed Gryphon (EG):

People get so confused about those two letters, ‘OD’, that for some people it means organisational design; some 
people are talking about organisational effectiveness; sometimes people are talking about training and develop-
ment activities . . . Organisational development is about contributing to the sustained success of the organisation 
through the involvement of the people in that organisation at all levels. That is simply how I see it. In practical 
terms, I think that means you involve all levels of the organisation wherever you can in developing strategy and in 
implementing strategy. Secondly, it identifies the extent to which OD and HR occupy a different space or whether 
they may share a joint future.

LS:

The debate about whether OD should be separate from HR or vice versa I think is a redundant one. They are very 
much occupying the same territory and, from my point of view, for HR to be a meaningful and valuable function 
it has to have OD capabilities and skills and the ability to think and understand the organisation as an OD practi-
tioner would. It has to be at the heart of HR. Similarly, though, for OD to be of any real value, it has to have touch 
points into all areas of the business and actually that is what HR does have; so they have to be an immediately 
supportive partnership rather than seen as separate entities to my mind.

EG:

The way I would see it is that actually HR offers practices, tools and approaches that OD practitioners can use. And 
I think very often it is about having an OD mindset. Sometimes it is referred to as systems thinking. I think it is 
about being curious and interested in the relationship between different parts of an organisation, the relationship 
between different activities. So it’s not unusual in a big organisation today that you look at the list of changes and 
there are 125 different projects on the go and sometimes it feels like those are disconnected. I think the OD mind-
set is looking at how do you bring those together?
 For more information, listen to the podcast or read the transcript at http://www.cipd.co.uk/podcasts/ 
_articles/_organisationdevelopment.htm?link=title.

Source: Adapted from HR and organisation development: separate past, joint future? Podcast 44, with the permission of the publisher, the Chartered 
Institute of Personnel and Development, London (www.cipd.co.uk).

Key controversy

Ortenblad (2013), a contemporary philosopher, suggests that OD is one of a group of ‘vague and attractive’ manage-
ment ideas – which also includes the learning organisation, total quality management and business process 
 re-engineering – which may be popular because of their very vagueness. Their ambiguity, he suggests, can provide 
symbolic legitimisation for a range of techniques and activities that otherwise may have no inherent value or impact.

As you read through this chapter, consider the proposition that OD may be popular for reasons other than its 
effectiveness.

http://www.cipd.co.uk/podcasts/_articles/_organisationdevelopment.htm?link=title
http://www.cipd.co.uk
http://www.cipd.co.uk/podcasts/_articles/_organisationdevelopment.htm?link=title
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  Definitions and development of OD 

  Defining OD: ‘Extreme joined-up thinking’? 

  OD has been, and arguably still is, the major approach to change across the western world, 

and increasingly globally. ( Burnes and Cooke (2012 : 1395))  

 If OD is ‘extreme joined-up thinking’ ( Box   9.1   ) then this sets the scene for considering the com-

plexities inherent in an overarching definition of OD: 50 or 60 years of development have inevi-

tably ‘blurred the boundaries of the field and made it increasingly difficult to define’ ( Cummings, 

2004 : 25) and it is a field that has ‘undergone multiple changes over the course of the sixty plus 

years that it has been recognized as a discrete area of focus’ ( Bartunek and Woodman, 2015 ). 

Any definition has to take account of its complex history. 

  Beckhard’s (1969 : 9) comprehensive and classic definition suggests that it is: 

  an effort (1) planned, (2) organisation wide, (3) managed from the top, to (4) increase organisa-

tion effectiveness and health through (5) planned interventions in the organisation’s ‘pro-

cesses’ using behavioural-science knowledge.  

 In short, OD commences with an analysis of the problems and an initial appreciation of possible 

solutions and in the process pays significant attention to individual, team and organisational 

behaviour. An incremental process of change unfolds where the broadest selection of organisa-

tional members are involved (the stakeholders)– with the focus on team and interpersonal rela-

tionships. The process may be supported or facilitated by experts, but in all cases it is – or should 

be – driven by senior managers (listen to CIPD Podcast 84 for an example of this at the Tate 

Galleries –  http://www.cipd.co.uk/hr-resources/podcasts/84-od-taking-business.aspx ). A 

range of procedures and methods can be used depending on the nature and path of the change. 

On the whole, change can be achieved using OD methods if the problem or solution is clear 

( Boonstra, 2004 ). It treats change as a process that occurs over time ( Cummings, 2004 ). It is a 

‘long-range effort to improve an organisation’s problem solving processes’ ( French and Bell, 1984 ) 

and is a key factor in ensuring long-term sustained change in organisations. It ‘applies behav-

ioural science knowledge and practices to help organisations change to achieve greater effective-

ness’ ( Cummings, 2004 : 25). 

 The CIPD defines organisation development as a ‘planned and systematic approach to ena-

bling sustained organisation performance through the involvement of its people’ (CIPD, 2012). 

That said, there have been multiple definitions offered over the years. However, there are similari-

ties –  CIPD (2015)  identifies that all definitions of OD have the following features in common: 

   1.   OD applies to changes in the strategy, structure, and/or processes of an entire system, such 

as an organisation, a single plant of a multi-plant firm, a department or work group, or 

individual role or job.  

  2.   OD is based on the application and transfer of behavioural science knowledge and practice 

(such as leadership, group dynamics and work design), and is distinguished by its ability to 

transfer such knowledge and skill so that the system is capable of carrying out more planned 

change in the future.  

  3.   OD is concerned with managing planned change, in a flexible manner that can be revised as 

new information is gathered.  

  4.   OD involves both the creation and the subsequent reinforcement of change by institutionalis-

ing change.  

Definitions and development of OD 

http://www.cipd.co.uk/hr-resources/podcasts/84-od-taking-business.aspx
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  5.   OD is orientated to improving organisational effectiveness by: 

 helping members of the organisation to gain the skills and knowledge necessary to solve 

problems by involving them in the change process, and promoting high performance includ-

ing financial returns, high quality products and services, high productivity, continuous 

improvement and a high quality of working life.   

 However, to attempt to reach a single definition belies the eclecticism that exists in the field 

( Waclawski and Church, 2002 ;  Garrow  et al. , 2009 ;  Bartunek and Woodman, 2015 ).  Helms-Mills 

 et al.  (2009 : 50) describe it as ‘cumbersome’, including a ‘myriad of theories and practices . . . [H]

owever, it is safe to conclude that the field focuses on people, organisations and planned change.’ 

Like most applied sciences, practice and research are founded on a variety of disciplines and 

concepts ( Cummings, 2004 ). The theory within OD has been developed through interactions 

among psychology, sociology, anthropology and social psychology ( Helms-Mills  et   al. , 2009 ). 

Practices rely on an understanding of individuals and their relationships and concepts, such as 

motivation, communication, conflict, participation, performance, group dynamics, leadership 

and organisational design ( Cummings, 2004 ). 

 While OD recognises the centrality of ‘people’ in the process of change as both drivers and 

engines of change, and generally involves progression through a number of steps, facilitated by 

a change agent, the models have been criticised for their unitarist view of organisational goals 

and ambitions and positive assumptions about individual behaviour ( Collins, 1998 ). For example, 

any political behaviour or resistance would be considered rational, and the possibility of mali-

cious or self-interested behaviour could not be accommodated. Thus, OD pays scant attention 

to the complexity of the many competing perspectives of actors inherent in organisational 

change. 

 The development of a definition of OD therefore relies on a careful understanding of its past 

and the manner in which the field has developed since its establishment as a concept in the mid-

twentieth century. While distinctions between different approaches may be less frequently or 

readily made in practice, it is important to understand the principles and beliefs that underlie 

the surface practices.   

  A brief history of OD 

  OD then . . .  

 A clear starting point for OD’s history is in the late 1930s and early 1940s in the behavioural 

research that took place in the USA during the Second World War. The work rejected previous 

theories of organisation, which emphasised efficiency and economy over human or social aspects 

of the workplace (e.g. scientific management – see  Box   9.2   ;  Garrow  et al. , 2009 ). This body of 

work gained impetus from the need to rebuild the business environment and develop more effec-

tive ways of working in a new world order with dramatically changed political, social, financial 

and technical boundaries and expectations ( Garrow  et   al. , 2009 ;  Burnes and Cooke, 2012 ;  Skip-

ton-Leonard  et   al. , 2013 ). 

 From the 1940s to the 1960s, two parallel tracks of research and exploration into group and 

organisational activities were undertaken in the USA and the UK – originally work was carried 

out by Kurt Lewin at the Research Center for Group Dynamics at the Massachusetts Institute of 

Technology in the USA. Eric Trist, influenced by Lewin’s work, worked similarly at the Tavistock 

Institute of Human Relations – a charity – in the UK. The two tracks of work established organi-

sational development as a field of enquiry and of practice ( Stanford, 2012 ).    

A brief history of OD 
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In the USA, Lewin’s work arguably began the history of OD (Lewin, 1943/4; Andriopoulos and 

Dawson, 2009; Bartunek and Woodman, 2015) as an intervention-based approach to planned 

change that directs attention to the importance of participation, collaboration and communica-

tion and a valuing of individual contributions to group performance (Bennis, 1969; French and 

Bell, 1984; Bartunek and Woodman, 2015). Lewin’s work began with the ‘Harwood Studies’ con-

ducted between 1939 and 1947, which examined ‘group behaviour in the real world’ (Burnes, 2007) 

and laid the foundations for his ‘three major contributions to OD’ (Burnes and Cooke, 2012):

● A conceptualisation of planned change (including the three-step model of change discussed 

later, but also an emphasis on field theory – see Box 9.3 and the section on force-field analysis 

below – group dynamics and action research), which involved unfreezing the current situation, 

moving to the desired state and then freezing or sustaining the change.

● A demonstration of how psychological theories and techniques on group behaviour can be 

applied in organisations: one such intervention came in the form of ‘T-Groups’ (see Box 9.4), 

which were an important component of the processes of developing sensitivity to others in 

everyday interactions at work. Action research was also a central strand of work on group 

participation and collaboration (discussed later).

● A radical (at the time) approach to democracy and participation at work, initiated by Lewin’s 

work on leadership behaviour in 1939, which identified that democratic leaders achieved better 

outcomes than autocratic leaders and that leaders had to change their own behaviour first 

before attempting to change others. This theme was sometimes referred to as ‘group dynam-

ics’, reflecting the idea that workers should have a role in decision-making and that this 

increases cooperation and performance (Burnes and Cooke, 2012). During the 1960s, work 

on participative management mushroomed. This was, and remains, central to the ideas and 

ideals of OD. In that way, Lewin recognised that emotional experience plays a role in change 

(Bartunek and Woodman, 2015), something that is often overlooked by later writers and 

practitioners.

Applying ‘field theory’ for organisational change and consulting requires an acceptance of its 

central premise. People and their surroundings and conditions depend closely on each other. In 

Lewin’s words, ‘to understand or to predict behaviour, the person and his environment have to 

Box 9.2 Scientific management

Scientific management emerged from the work of a group of organisational theorists (e.g. Frederick Taylor) attempting 
to understand the nature of work at the turn of the twentieth century. The approach was epitomised by an increase 
in control over workers’ activities and emphasised the need for rationality, clear objectives, the right of managers to 
manage and a ‘man as machine’ ethos. Work studies or time-and-motion studies were used to reduce tasks to their 
basic elements and group similar elements together to produce low-skilled, low-paid jobs: assembly line working was 
a common output. Workers were treated relatively impersonally and collectively (management and labour) and the 
nature of the psychological contract was calculative, with a focus on extrinsic rewards and incentives. Such a strategy 
encouraged a strong collective response from workers – hence the development of trade unions.

While this strategy epitomised the management approach of the first half of the twentieth century, it has left its 
legacy in many management practices, such as organisation and method study, job analysis and description, selection 
methods, an overriding concern for efficiency and the bottom line, appraisal and performance management.

The extremities of its impact led to the development of alternatives that paid closer attention to the human or 
social aspects of work in the form of the ‘human relations movement’, which provided the foundation for HRM as we 
know it today.
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be considered as one constellation of interdependent factors’ (Lewin, 1946: 338). Thus, the 

notion of ‘field’ refers to: (a) all aspects of individuals in relationship with their surroundings 

and conditions; (b) that apparently influence the particular behaviours and developments of 

concern; (c) at a particular point in time. Field theory is closely related to systems theory – ‘ele-

ments of any situation should be regarded as parts of a system’; that is, the organisation should 

be considered a complex, interrelated system, where all parts relate to each other to form a whole. 

This approach requires us to understand the different levels of the organisation – individual, 

group, inter-group, organisational – and how they interact.

In parallel to Lewin’s work, the Tavistock Institute of Human Relations from the 1940s 

onwards (Trist and Bamforth, 1951; Trist and Murray, 1993; Benders et al., 2000; Dawson, 2003b) 

was developing socio-technical systems theory; this work explored the joint relevance of social 

and technical components of work (e.g. Trist et al., 1963; Willcocks and Mason, 1987; Dunphy 

and Griffiths, 1998). The socio-technical systems approach provided a more sensitive approach 

to the context of change through conceptualising organisations as complex open systems, where 

decisions in one area of operation had a profound impact across the business.

This collection of contributions represented a significant change in the way that workplaces were 

perceived, and with this perception came an equally significant change in the nature of interven-

tions in the process of improving organisational effectiveness. This chapter considers more of 

Lewin’s work later.

Box 9.3 Field theory

Lewin’s field theory relies on the consideration of the individual and the environment together. His work has been 
much reviewed since its original development. For a more detailed description than is provided here, you may wish 
to explore The Tavistock Institute’s series of articles by Dr Jean Neumann on the work of Lewin, especially that on field 
theory at http://www.tavinstitute.org/projects/field-theory-rule/.

Box 9.4 The T-group approach

Training groups (T-groups) are a form of intervention designed to increase people’s sensitivity to their own behaviour 
and to increase participants’ skills in working with others (Argyris, 1964; Burnes and Cooke, 2012). A significant pro-
portion of the T-group’s time is spent discussing emotional reactions to the discussion that unfolds and thus their 
relationships with each other. The process encourages a greater understanding of how they and colleagues respond 
to the words and actions of others and what triggers particular emotional responses. Ordinarily, the T-group has no 
structured agenda, but the facilitator encourages the expression of emotions – not judgements. Considerable skill is 
required on the part of the facilitator to avoid unintended damage to a working relationship or psychological health: 
some consider the practice to be unethical (Highhouse, 2002).

The effects of T-groups were considered substantial in challenging authoritarian behaviour in managers and helping 
them develop behaviour that would ensure employee commitment (Argyris, 1964). However, the experience could 
be relatively unstructured and the effects short-lived, as participants returned to the ongoing pressures and to their 
previous behaviours in the workplace (Porras and Bradford, 2004).

Nowadays, the intended outcomes of T-groups – improving interpersonal relationships and team behaviour – are 
more frequently and less controversially achieved through ‘team-building’ activities, the origins of which lie in the 
original principles of T-groups (Rothwell and Sullivan, 2005).

The label ‘organisation development’ came from the original T-group experiments and was later blended with 
other practices such as action research and participative management to achieve organisational change (Burnes and 
Cooke, 2012).

http://www.tavinstitute.org/projects/field-theory-rule
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Thus, a common interest in improving individual, group and organisational performance 

emerged (Stanford, 2012). For the founders of OD in the 1940s and 1950s, it was a credible, 

‘scientific’ method of intervening in behaviour in organisations so as to improve performance –  

blending science with professionalism (Burnes and Cooke, 2012). The evidence base for interven-

tion relied on a combination of in-depth understanding of behavioural sciences, such as 

 psychology, sociology and anthropology, and the practice of management. Its power lay in an 

appeal to both scientific principles, which provide a strong evidence base, and strongly developed 

humanistic values, which provide the focus for the activity as being the organisation’s people 

(Cummings, 2004).

From those early foundations, the next 30 years saw the establishment of empirical and practi-

cal fields of OD. In the 1960s, OD ‘came to maturity’ (Skipton-Leonard et al., 2013) and ‘took 

off ’ (Burnes and Cooke, 2012: 1400) as it ‘matched the hippy, anti-authoritarian spirit of the 

age . . . attractive to adherents of flower power and new age religion [seeking] personal and social 

freedoms’ at work and in life. OD could, it was believed, transform people and organisations 

(Porras and Bradford, 2004). In the late 1960s the OD Network (www.ODnetwork.org) was 

established to bring together practitioners, leaders and academics to lead advances in the practice 

and theory of OD.

In the 1970s and 1980s, with changing economic conditions, the softer, optimistic theories 

were overlaid with a more commercial focus on performance and results. More traditional work, 

such as Lewin’s, was criticised as enabling only small-scale changes in stable conditions, which 

was not the situation in which organisations found themselves. The rise of guru-like OD practi-

tioners – concerned with broader organisation-wide issues such as structure and strategy – and 

the fading from view of academics signalled a shift of power that was not entirely without con-

sequence (Cummings, 2004; Burnes and Cooke, 2012; Skipton-Leonard et al., 2013). Greiner’s 

(1972: 19) ‘red flags’ were a response to this shift, as he raised questions about the way that the 

field of OD was developing: ‘I wish to raise six red warning flags by questioning six trends that 

may be preventing the very changes being sought’ (Figure 9.1). Greiner and Cummings (2004: 

380) identified that, at the time, OD ‘evolved and morphed into entirely new forms that seemed 

far afield from OD’s traditional core’.

Beckhard’s work continued to be influential. French and Bell (1984) provided seminal texts 

in the 1980s, as did Cummings and Worley (1991) in the early 1990s, so that OD became known 

as ‘a systematic process in which applied behaviour science principles and practices are intro-

duced to achieve the goals of increasing individual and organisational effectiveness’ (French and 

Bell, 1984: 171).

Figure 9.1  Greiner’s red flags.
Source: Greiner and Cummings (2004), discussed in Burnes (2009: 345).
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French and Bell suggested eight characteristics that differentiated OD from other change 

interventions, with an emphasis on:

1. group and organisational processes;

2. the work team as the key unit for improving organisational effectiveness;

3. management of work-team culture;

4. management of the organisation’s culture;

5. understanding the whole organisational system and its consequences;

6. an action research model;

7. the use of change agents;

8. change as an ongoing process.

The traditional approaches were joined by organisation-wide development practices, such as six 

sigma, total quality management and business process re-engineering, moving the focus away from 

the tried and tested group-based processes of the previous decades (Burnes and Cooke, 2012).

During the 1990s and early 2000s, OD’s prominence was reduced (Skipton-Leonard et al., 

2013). In the field of practice, OD was conducted almost exclusively by external consultants 

zealously applying the principles of ethical OD practice (Robbins, 2001: 558):

● Respect – individuals considered to be responsible, conscientious and caring, to be treated 

with dignity and respect.

● Trust – the effective, healthy organisation is characterised by trust, openness and a supportive 

climate.

● Power equalisation – effective organisations de-emphasise hierarchical authority and 

control.

● Confrontation – problems should not be swept under the rug, but should be openly 

confronted.

● Participation – the more that people who are affected by the change are involved in the deci-

sions surrounding that change, the more they will be committed to implementation of those 

decisions.

In the field of theory, there was a growing emphasis on alternative conceptualisations of change 

which emphasised its complexities (Burnes and Cooke, 2012). For example, Pettigrew’s (1985) 

influential case study of ICI challenged many of the dominant assumptions about how change 

happened (Pettigrew et al., 1992). Pettigrew (1985) provided an extended critique of existing 

theories and practice of change and argued that the change process is ‘a sequence of individual 

and collective events, actions and activities unfolding over time and in context’ (Pettigrew, 

1997: 344). The interplay between the content (the specific arena of change, e.g. technology, 

culture or what the change is in terms of its objectives, purpose and goals), the process (the 

‘actions, reactions and interactions’ of human actors in producing and reproducing change; 

 Pettigrew, 2003: 268) and the context of change (in terms of the internal and external environ-

ment) was identified as pivotal in conceptualising change as a process. Therefore, this and others’ 

work laid down a challenge to ‘ahistorical, aprocessual and acontextual’ approaches to change 

(Pettigrew et al., 1992: 6) and established time, sequencing and pace as crucial aspects of the 

change process (Bartunek and Woodman, 2015). As Dawson (2003a: 14) wrote:

Change is a complex ongoing dynamic in which the politics, substance and context of change 

all interlock and overlay, and in which our understanding of the present and expectations for 

the future can influence our interpretation of past events, which may in turn shape our experi-

ence of change.
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Lewin’s simple conceptualisation of organisations in the change process seemed outmoded, not 

least because ‘companies continuously move in and out of many different states, often concur-

rently, during the history of one or a number of organisational change initiatives’ (Dawson, 

2003a: 41). A growing body of work shifted the focus from change as a sequence of events to 

change as multivariate and cyclical, requiring a deeper understanding of context and, in particu-

lar, the role of power and politics within the organisation (Buchanan and Badham, 1999; French 

and Raven, 2001).

A developing understanding that politics are important in change can be attributed to the 

upheaval and uncertainty that change often causes (Staw, 1982; Ford et al., 2008). The processes 

of organisational change were more frequently analysed as deeply political ‘because the past can 

be interpreted in many different ways and future outcomes are contested, the system in the pre-

sent is subject to the filtering of information brought about by relations of power and politics’ 

(Pettigrew, 2003: 302) (see Box 9.5).

BOX 9.5 Political behaviour and political skills

The term ‘political’ is typically used, loosely and pejoratively, to distinguish a category of interpersonal behaviour that 

includes a range of influence tactics, more or less covert, and more or less cunning. (Buchanan (1999: 74))

Political behaviour is a difficult subject to discuss in organisations, but here, and later in the chapter, it is argued that 
understanding it is an important aspect of understanding, participating in or leading the process of change. Arguably, 
political behaviour has the potential to be more than self-interested (Ferris et al., 2007) and can be employed to 
achieve organisational as well as individual purposes (Drory and Vigoda-Gadot, 2009).

What is political behaviour?

Dawson (1996) divides political behaviour into external and internal political activity, both of which involve decision-
making and agenda-shaping in the process of change. External political activity includes the lobbying of politicians, 
strategic alliances, market positioning and stakeholder and competitor discussions. Internal political activity includes 
consultation, negotiation, conflicts and resistance within and between groups (such as trade unions and staff associa-
tions) and individuals, beyond ‘mere’ conflict and resistance. For example, Buchanan’s (2008) candidate list of political 
behaviours, drawn from an extensive review of the literature, included the following as common political behaviours: 
building a network of useful contacts; using key players to support initiatives; making friends with power brokers; 
bending the rules to fit the situation; and self-promotion. Similarly, it was suggested that less common behaviours 
included: finding someone else to blame; claiming credit for the work of others; using social settings to discover 
opinions; using others to deliver bad news; deliberately withholding information; highlighting others’ errors and flaws; 
using delaying tactics; breaking the rules; and compromising now to win later. Buchanan and Badham (2008) place 
political behaviour along a spectrum from conversational controls, impression management methods and influence 
tactics to dirty tricks and illegal acts, the former being routine, visible and unexceptional, and the latter being rare, 
exceptional and concealed. Moreover, the ‘rich repertoire’ (Buchanan and Badham, 2008: 61) of political behaviours 
is triggered by contextual as well as individual factors, such as the need to achieve objectives and the complexity of 
organisational change.

What are the outcomes of political behaviour?

Buchanan’s (1999) review of the literature identifies that political behaviours (individual and organisational) may have 
functional or dysfunctional outcomes. Functional outcomes of individual political behaviour include the inspiration 
of confidence, trust and sincerity; increased self-confidence and reduced stress; power building; and career 
advancement.

➨
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  This and other developments in our understanding of the change process meant that OD’s influ-

ence faded from immediate view – until recently.  

  OD today: The last 10 years 

  Burnes and Cooke (2012)  identify a turning point for OD in 2004 when as a field of theory there 

was a ‘crisis of confidence’ laid out in a special issue of the  Journal   of   Applied   Behavioural   Sci-

ence  – the articles reflected on whether OD had any remaining currency in the modern world. 

However, alongside this there was a rekindling of interest by academics and practitioners in 

Lewin’s work ( Caldwell, 2006 ) which has – inaccurately – come to characterise OD ( Bartunek 

and Woodman, 2015 ) and in developing new post-Lewinian theories (see the section on apprecia-

tive inquiry later in this chapter). As identified earlier, a closer alignment between OD and HR 

was also occurring. 

 Organisational development’s revival seems based on its potential to address the ‘perennial 

organisational dilemma’ – how to meet individual needs while addressing organisational realities 

of improving performance. However, as a set of theories and practices, OD is arguably funda-

mentally different today from its original conceptions and activities ( Francis  et al. , 2012 ). 

  Marshak and Grant (2008)  provide a critical consideration of  the history of  OD. They 

argue that there is evidently an ‘old’ and a ‘new’ approach in its theoretical and practical 

embodiment (see  Table   9.1   ). ‘Old’ OD was firmly rooted in a positivist ideal. Its basis in clas-

sical behavioural sciences required a belief  in the possibility of a discoverable reality and an 

objective truth. Change from this view is episodic, can be created, managed and planned. 

Resistance is problematic, and should be diagnosed and treated, as any differences must be a 

consequence of misperceptions. The central emphasis of ‘old’ OD, then, was to change behav-

iour. By contrast,  Marshak and Grant (2008)  argue that modern OD is more culturally and 

socially aware and represents a more qualified and qualitative position. It draws on the two 

decades of research and theory development in organisational change, referred to earlier, and 

so it accepts the possibility of multiple viewpoints and perspectives. Change can be some-

thing, then, that is continuous and self-organising. Resistance to change is less problematic, 

and potentially positive, as it may reveal new information that may help to improve change 

processes and organisational relationships. The emphasis of ‘new’ OD then is in changing 

mindsets. 

OD today: The last 10 years 

 Explore  What do you consider to be the acceptable boundaries of political behaviour in organisations? 

 Dysfunctional outcomes of individual political behaviour include frustration, anxiety and job dissatisfaction; 
individual harm through job loss; loss of strategic position and power; and damaged credibility. Likewise, organi-
sational political behaviour can lead to the functional outcomes of support for desirable policies; opposition for 
undesirable policies; counteraction to legitimate tactics used to achieve illegitimate ends; support for implemen-
tation of legitimate decisions; resolution of conflict between competing views; and improved decision-making. 
On the other hand, dysfunctional outcomes include dysfunctional game-playing; impeded efficiency; blocked 
goal achievement; misuse of resources; inflexibilities; barriers to communication; restricted information flows; 
and wasted time.    
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Aligned with this different approach then is a new set of practices. Marshak and Grant  

(2008: 7) argue that ‘a new ensemble of OD practices have emerged’ based on different founda-

tions from the early writers which include practices such as appreciative inquiry, larger group 

interventions and new models of change. The chapter considers each of these ‘new’ areas of OD 

later on.

Moreover, there has been a growth in interest from academics that sees the emergence of 

new theories as well as new practices (Burnes and Cooke, 2012; Bartunek and Woodman, 2015).

Classical OD (1950s onward) New OD (1980s onward)

Based in classical science and modern thought and 
philosophy

Influenced by the new sciences and postmodern thought 
and philosophy

Truth is transcendent and discoverable; there is a single, 
objective reality

Truth is imminent and emerges from the situation; there are 
multiple, socially constructed realities

Reality can be discovered using rational and analytic 
processes

Reality is socially negotiated and may involve power and 
political processes

Collecting and applying valid data using objective problem-
solving methods leads to change

Creating new mindsets or social agreements, sometimes 
through explicit or implicit negotiation, leads to change

Change is episodic and can be created, planned and 
managed

Change is continuous and can be self-organising

Emphasis on changing behaviour and what one does Emphasis on changing mindsets and how one thinks

Source: From Marshak and Grant (2008: 8).

Table 9.1  Trends in organisational development

Key controversy

Which is ethically more acceptable, to attempt to change how someone behaves, or to attempt to change how 
someone thinks?

Explore Read Marshak and Grant (2008).
Their article contends that the differences between OD then and now lie in differences in 

ontological and epistemological perspectives, and not necessarily differences in values or viability. 
That is to say, where OD then – with positivistic orientations - saw differences in perspective as 
aberrations to be repaired or removed in the process of OD, it now – with social constructivist 
orientations – sees differences as competing realities, to be explored and embraced. This latter 
perspective helps us to understand that there can be no one objective truth about organisational 
order or change and that understanding the variety of individual perspectives present in any 
organisational setting is important for understanding the setting itself (Bartunek and Woodman, 
2015).

This is a complex argument, but one that helps to understand some of the criticisms of the 
older approaches to OD and to raise concerns about the impact of OD in its newer forms.
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  Francis  et al.  (2012) , in their excellent account of OD’s development and modern existence, 

identify a number of flaws still present in the contemporary view of OD. For example, OD may 

still pay scant attention to power structures and political behaviour in organisations ( Buchanan 

and Badham, 2008 ;  Francis  et al. , 2012 ), identified earlier as one of the challenges to OD. This is 

a significant criticism as many, such as  Dawson (2003b : 175) argue that: 

  Change is a political process. . . . [P]olitical processes are central in shaping the speed, direc-

tion and outcomes of change. . . . Although the results of change may be presented in the 

form of some objective demonstrable outcome, the route and progression of change as well 

as evaluations of success and failure will be shaped by political processes.  

 Moreover,  Helms-Mills  et al.  (2009)  suggest that the easiest and most popular criticism of OD 

is that the plethora of publications, practitioners and processes has led to a dilution of the impact 

of OD, as practice has not kept pace with theory. While the extent to which the definition of OD 

can be contested will be discussed throughout the chapter, our working definition sees OD as a 

planned set of change activities to achieve organisational effectiveness through adjusting organi-

sational processes – with people at the heart of the endeavour.  

  The theories of OD 

  There is nothing so practical as a good theory. ( Lewin (1943/4 : 169))  

 As we saw earlier, the work of  Kurt Lewin (1951) , an influential psychologist in the early twen-

tieth century, forms the basis of most OD interventions. Lewin’s focus was group dynamics – he 

saw the group as the main level of study and intervention in the process of change ( Helms-Mills 

 et al. , 2009 ). Lewin believed that organisations strive for balance in order to maintain stability. 

To disturb the equilibrium, dissatisfaction had to be created through either increasing the driving 

forces or reducing the restraining factors ( Dawson, 2003b ). Minimising the forces that restrain 

change and maximising those that support it are required to make change possible. Lewin used 

‘force-field analysis’ as an analytical tool for understanding the restraining and driving forces for 

a particular change initiative ( Figure   9.2   ).     

The theories of OD 

 Explore  You can use a force-field analysis to identify where conditions are supportive of a particular 
change or where there is resistance. If the driving forces outweigh the restraining forces, then the 
change can progress more easily. If the alternative is true, the change may have to be postponed 
or abandoned as there may be too many restraints or little enthusiasm for the change. If they are 
more or less in balance, then plans can be made to progress the change. 

   ●   List the stakeholders affected by the change or use a PESTLE analysis to identify the environ-
mental factors that will affect the change.  

  ●   Split the list into drivers and restraints.  

  ●   Consider each factor in turn and identify its extent, relevance and scope. Draw an arrow on 
the diagram which represents its force (use breadth and length to represent the force) or give 
it a score or a rating.   

 Identify actions that you will undertake to ensure that the restraining forces are minimised and 
that the driving forces are maximised. Be careful, however, as increasing the driving forces can 
also increase the resisting forces. It may be preferable to decrease the resisting forces first to 
reduce tension and challenge. 
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Lewin also noticed, however, that group change was often short-lived – after a ‘shot in the 

arm’ a return to previous behaviour was highly likely. In order to achieve permanent change, 

Lewin proposed a solution in his three-step model. This model suggests that change consists of 

three stages: unfreezing, moving and freezing (often misquoted as re-freezing) (Figure 9.3), with 

each stages determined by a force-field, secure against change (see above). These three stages 

describe the process of moving from the current state, through a transitional state, to a final and 

established new state. This process takes the organisation through the stages in an orderly, con-

trolled, planned and easily understood process.

The unfreezing stage is where dissatisfaction with the current situation – ‘an emotional stir-

up . . . to break open the shell of complacency and self-righteousness’ (Lewin, 1947: 34) – is 

created through identifying the benefits of the change and the discomfort associated with the 

status quo. The group members must understand the reason for the change in order to engage 

in the process. The moving stage is where the activities and resources are aligned to achieve the 

desired change. New policies, procedures, values, behaviours and attitudes are established. Freez-

ing is the stage where the changes are reinforced and established. Rewards and sanctions can be 

used to cement the new behaviours. The process requires considerable organisational commit-

ment (Helms-Mills et al., 2009).

While revealing a basic appreciation of the need to see change as occurring in a context from 

which it has to be unfrozen and then frozen, Lewis’s work has, however, been ‘subject to reinter-

pretation or ridicule in almost equal measures’ (Caldwell, 2006: 29). For example, inherent in 

Lewin’s proposal on planned change is a particular set of beliefs about the change process: that 

change can be managed, that changes can be identified ahead of time, that the process of change 

is predictable, that the process is clear, that it will last long enough to (re)freeze, that there won’t 

be further changes, or new changes, mid-stream, and that if you follow the rules it will be suc-

cessful and failure to succeed can simply be attributed to a failure to follow the rules, not envi-

ronmental or contextual changes (Stacey, 1996; Collins, 1998; Bartunek and Woodman, 2015). 

Thus, Lewin’s approach can be argued to present a one-dimensional or unitary view of change 

and its context (Dawson, 2003a; Caldwell, 2006). That it is sometimes called a ‘clinical’ approach 

(Carnall, 2007) reflects intentions to diagnose or solve the ‘problem’ of change without consider-

ing or challenging the hegemonic qualities of talk and text (Abolafia, 2010). Moreover, the mod-

els take a largely unquestioning approach to the process of change, and do not consider the 

Figure 9.2  Example of a force-field analysis.
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Figure 9.3  Lewin’s three-step model.
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appropriateness of the change itself, but rather accept it as a ‘given’, nor the timing, pace and 

rhythm of change (Bartunek and Woodman, 2015).

More recently, as we began to identify earlier, it has been argued that such approaches are no 

longer sustainable, given current understanding about the political nature of the processes of 

change (Caldwell, 2006). Moreover, the nature and speed of change in organisations today mean 

that there are likely to be multiple cycles of change in progress at any point in time. This presents 

several problems: cycles of change are almost certain to overlap and the stages of change as 

conceptualised by Lewin (1951) are likely to conflict with each other. Furthermore, the discom-

fort that comes with the process of moving is likely, in a constantly changing organisation, to be 

almost permanent and the freezing process will be difficult to achieve. Thus, the planned 

approaches appear weakened by organisational reality. Kanter et al.’s (1992: 10) view was that:

Lewin’s model was a simple one with organisational change involving three stages. . . . Thus, 

the quaintly linear and static conception – the organisation as an ice-cube – is so wildly inap-

propriate that it is difficult to see why it has not only survived but prospered, except for one 

thing. It offers managers a very straightforward way of planning their actions, by simplifying 

an extraordinarily complex process. . . . Suffice to say here, first, that organisations are never 

frozen, much less refrozen, but are fluid entities with many ‘personalities’. Second, to the extent 

that there are stages, they overlap and interpenetrate one another in important ways.

Although strongly influenced by Lewin’s model of organisational change, OD is often considered 

to be separate from mainstream change management because of the distinctive values and prin-

ciples that underpin it.

Explore ● What activities might each of the following undertake at each stage of Lewin’s process to ensure 
that the process of change is achieved:

– managers

– HR professionals?

● Who else would need to be involved to support the change process?

● How far can Lewin’s model capture the processes of change in the dynamic world of modern 
organisations?

Key controversy

The shape of organisations has certainly changed since Lewin’s day with many rejecting traditional hierarchies for 
more agile, alliance or project-based structures (Holbeche, 2015; Robinson, 2015). Yet, organisational development 
relies on a structure for change that is top-down, controlled and controllable. Change is conceptualised as neat and 
tidy, linear, with boundaries, a defined beginning and a clear and definable end.

Reflecting this, OD relies on a mechanistic language (Fleetwood and Hesketh, 2010): ‘[M]anagers are encouraged 
to find “levers” for change, and “drive” communications to effect change. . . . [C]onsultants have a “toolkit” used to 
implement new ways of working’ (Francis et al., 2012: 7). Complexities are ignored or overlooked, politics marginalised 
and resistance considered dysfunctional.

Compare this with the reality of change, which is often emergent, messy, political, slow, iterative, repetitive, 
unsolved and unsolvable. What is your view?
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 Many other models have developed from Lewin’s three-stage process.  Collins (1998)  refers to 

such models as ‘n-step’ and  Buchanan and Huczynski (2010)  speak of ‘phase models’ of change. 

All are based on the premise that there is a recipe to follow, and where change is unsuccessful it 

can be attributed to a failure to ‘stick to the knitting’. 

 One of the most often-quoted models based on Lewin’s work is  Kotter (1995) . In his exami-

nation of why change efforts normally fail, he identified eight steps to ‘transforming your organ-

isation’. Kotter acknowledges that his approach over-simplifies change and identifies that ‘in 

reality, even successful change efforts are messy and full of surprises . . . but . . . a relatively 

simple vision is needed to guide people through a major change . . . and reduce the error rate’ 

(p. 67): 

   1.   Establish a sense of urgency, identify opportunities and threats.  

  2.   Form a powerful guiding group to lead the change effort.  

  3.   Create a vision to give direction and develop strategies to achieve it.  

  4.   Communicate the new vision and strategies everywhere.  

  5.   Give others the chance to act on the vision, remove obstacles.  

  6.   Create the chance for short-term wins and visible improvements.  

  7.   Consolidate the improvements and adjust.  

  8.   Solidify the new approaches.   

 As well as a clear process for change, a key component of the model is strong leadership in the 

form of a ‘guiding coalition’ – a strong guiding group to lead the change effort. Some authors 

argue that this leadership must come from the top ( Conger, 2000 ), whereas others argue for a 

more dispersed change agent role ( Bennis, 2000 ;  Dunphy, 2000 ). We discuss change agency later 

in the chapter.     

  The techniques and practices of OD 

 Reflecting the considerable industry that has grown up around the practice of OD,  Cheung-Judge 

and Holbeche (2015)  suggest that the OD practitioner needs five building blocks: 

   1.   tools and techniques (‘theories in action’) and interventions which enable the ‘shift’;  

  2.   an OD consultancy cycle which describes the phases of engagement;  

  3.   theoretical assumptions which are the primary principles that shape the practitioner’s work 

(which include change theories such as Lewin’s described earlier);  

The techniques and practices of OD 

 Explore  The CIPD’s toolkit ‘Approaches to change: Building capability and confidence’ is an example of a 
phase model of change. 

   ●   Read the document and consider: 

   –   What benefits are suggested for you and your organisation in using the tool?  

  –   Examine the seven-part framework. What are its strengths and its weaknesses?  

  –   Given what we have covered so far in this chapter, is there anything missing from the guid-
ance that is offered?    

  ●   You may also want to read the CIPD report from 2005 called ‘HR: Making change happen’, 
which provides the background for the toolkit.   
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4. values and ethics to give parameters and guidance, including

5. an understanding of the consultant’s own contribution.

In this section, having considered some of the theoretical assumptions earlier, we address the first 

two of the concerns in the list. A later section describes the role and skills of change agents and 

identifies ethical considerations.

The OD cycle

Organisational development is usually described as an ‘intervention’ during which skilled prac-

titioners (change agents) apply established techniques in a process that addresses issues, problems 

and challenges associated with an organisational change or an improvement in performance. OD 

interventions take place within a cycle of process consultancy (Stanford, 2012): entry, diagnosis, 

planning, action and stabilisation/evaluation. Cheung-Judge and Holbeche (2015: 60) identify 

an eight-stage cycle of:

● Entry/contacting – initial contract, define problem/need/client, explore readiness for change 

and agree contract outcomes (who, what, when and where?).

● Data collection – prepare for data collection and collect data.

● Data analysis – analyse data and prepare a report and a summary.

● Feedback – plan feedback, produce feedback materials, deliver feedback and provide frame-

works, diagnosis and planning.

● Action planning – assess problems/gaps/opportunities, prioritise opportunities and plan actions.

● Action-taking – carry out action plans, interventions: individual, interpersonal, group, inter-

group, organisation and organisation/environment.

● Evaluation – review goals, assess progress, identify new learning and redirect where needed.

● Termination – assess need to continue, decide to end, phase out and stay open to be called. 

The significant degree of planning that is required before intervention is notable.

Tools and techniques

This section describes some of the established techniques that can be described as fitting with 

an ‘OD mindset’ (Francis et al., 2012; Cheung-Judge and Holbeche, 2015).

OD interventions are sets of structured activities in which selected organisational units engage 

in a sequence of tasks that will lead to organisational improvement. Interventions are actions 

taken to produce desired changes. (French and Bell (1999: 118))

Deciding where to start

There are many models to assist practitioners in deciding where they should focus their attention 

and how they should intervene to achieve performance improvement using OD principles and 

practices. Authors provide comprehensive lists of activities that can be included under the 

umbrella of OD activity. McLean (2005), for example, offers a comprehensive list of interventions 

Explore ● What are the skills that an OD practitioner needs to manage the consultancy process?

● Consider each of Cheung-Young and Holbeche’s steps in turn:

– Are they the same, or different, from those of other consultants?

– How would the skills be different if the OD practitioner was an employee of the organisa-
tion, or an externally contracted consultant?
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which combines both old and established approaches and new or emerging ideas, including a 

long list of activities that return us to our original proposition that many HR practices can sit 

under the OD umbrella:

● Individual – training groups, coaching, mentoring, self-awareness tools, training and develop-

ment, leadership development, critical reflection, 360-degree feedback, job redesign, values 

clarification, conflict management and action learning.

● Team – cross-team development and awareness building, diversity, participation or collabora-

tion projects.

● Organisation – organisational redesign, surveys, culture change projects, changes to reward 

systems and succession planning, strategic planning or scenario planning.

Stanford (2012) identifies an overlap between HR operation and OD activity and suggests the 

list starts with:

● business process redesign

● change management

● conflict management

● culture analysis

● executive coaching and leadership development

● group problem-solving

● large group interventions – e.g. Future Search, World Café and Openspace (see later)

● meeting design and facilitation

● organisation assessments

● organisation redesign

● organisation dynamics

● talent management

● team-building.

A few authors provide guidance on the criteria for selection. For example, Pugh’s (2009) ‘OD 

matrix’ provides a basis for understanding and diagnosing what change is necessary in an organi-

sation, what methods to consider, and ways of initiating the change process (Table 9.2). His 

diagnostic tool provides guidance on the issues that can hinder change and the level at which they 

occur (Senior and Swailes, 2010). The matrix can be used to assist practitioners in the process of 

planning for intervention (recommended starting points for intervention are in italics). Selection 

is based on the level at which intervention should take place (organisational, inter-group, group 

or individual) and the scope of the change (behaviour, structure or context). The first column 

presents behaviours that can be tackled directly and most easily. The second suggests wider 

changes in the organisational structure and the last column presents the most challenging agenda 

or intervention which may involve significant disruption and cost and a high degree of commit-

ment to the process from all involved.

Cheung-Judge and Holbeche (2015) summarise Miles’s (1976) comprehensive decision tool –  

one of the first to be offered to enable selection of techniques by practitioners (the OD cube; see 

Figure 9.4). It encourages the practitioner to focus on the three interacting dimensions to be 

considered in the design process for interventions. Although quite old now, they argue that it still 

has a contribution to make. They suggest that using the cube requires both careful attention to 

the framework and also some imagination in tailoring the approach to the particular situation. 

The model encourages selection based on:

● the diagnosed problems – goals and plans, communication, culture and climate, leadership 

or authority, problem-solving, decision-making, conflict and cooperation and role 

definition;
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● the focus of  attention – the individual, the role, the dyad/triad, the team or group, the inter-

group or the total organisation;

● the mode of  intervention – plan-making, confrontation, data-feedback, problem-solving, 

training, techno-structural activity, process consultation and coaching and OD task force 

establishment.

Common to most lists or models is the need to identify the level of intervention – individual, 

team, inter-team or organisational. Others shy away from listing practices, and prefer to focus 

Behaviour (what is 
happening now?)

Structure (what is the 
required system?)

Context (what is the 
setting?)

Organisational level General climate of poor morale, 
pressure, anxiety, suspicion, lack 
of awareness of, or response to, 
environmental changes 

Survey, feedback, organisational 

mirroring

Systems goals – poorly defined 
or inappropriate and 
misunderstood; organisation 
structure inappropriate – 
centralisation, divisionalisation 
or standardisation; inadequacy 
of environmental monitoring

Change the structure

Geographical setting, market 
pressures, labour market, 
physical condition, basic 
technology

Change strategy, location, 

physical condition, basic 

technology

Inter-group level Lack of effective cooperation 
between sub-units, conflict, 
excessive competition, limited 
war, failure to confront 
differences in priorities, 
unresolved feelings 

Inter-group confrontation (with 

a third-party consultant), role 

negotiation

Lack of integrated task 
perspective; sub-unit 
optimisation, required 
interaction difficult to achieve

Redefine responsibilities, change 

reporting relationships, improve 

coordination and liaison 

mechanism

Different sub-unit values, 
lifestyle, physical distance

Reduce psychological and 

physical distance, exchange 

roles, attachments, cross-

functional groups

Group level Inappropriate working 
relationships, atmosphere, 
participation, poor 
understanding and acceptance of 
goals, avoidance, inappropriate 
leadership style, leader not 
trusted, respected; leader in 
conflict with peers and superiors 

Process consultation, team 

building

Task requirements poorly 
defined; role relationships 
unclear or inappropriate; 
leaders’ role overloaded, 
inappropriate reporting 
procedures 

Redesign work relationships 

(socio-technical systems),  

self-directed working groups

Insufficient resources, poor 
group composition for 
cohesion, inadequate physical 
setup, personality clashes

Change technology, layout and 

group composition

Individual level Failure to fulfil individual’s 
needs; frustration responses; 
unwillingness to consider 
change, little chance for 
learning and development

Counselling, role analysis, career 

planning

Poor job definition, task too 
easy or difficult

 Job restructuring/ modification, 

redesign, enrichment, agree on 

key competencies

Poor match of individual with 
job, poor selection or 
promotion, inadequate 
preparation or training, 
recognition and remuneration 
at variance with objectives

Personnel changes, improved 

selection and promotion 

procedures, improved training 

and education, bring 

recognition and remuneration 

in line with objectives

Source: Pugh (2009).

Table 9.2  Organisational development matrix
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on the principles or defining characteristics of activity so as to ensure the outcome of organisa-

tional effectiveness. For example, Ramdhony (2012) presents a critical stance on OD and suggests 

that the defining characteristics of activity include:

● a non-exclusive focus on performance

● a commitment to critical reflection

● a non-conformist posture

● an emancipatory intent

● a radical mindset

● an ethical stance

● a facilitator of participatory dialogue

● an agent of workplace democracy.

Action research: The key philosophy of OD intervention

Action research is, simply described, research undertaken while also solving the problem under 

examination – research into practice, undertaken by those engaged in that practice. OD involves 

deliberate intervention in an organisation and the observation of the results. It is often summa-

rised: plan, act, observe, reflect.

Lewin’s pervasive influence in the development of OD is visible in the centrality of action research 

to its practice. Lewin developed the action research model to facilitate the examination by social 

scientists of practical problems without tight limits on the boundaries of the situation under exami-

nation (Dickens and Watkins, 1999; Hayes, 2010). According to Brydon-Miller et al. (2001: 15):

action research goes beyond the notion that theory can inform practice, to a recognition that 

theory can and should be generated through practice, and . . . that theory is really only 

useful insofar as it is put in the service of a practice focused on achieving social change.

Figure 9.4  The OD cube: A scheme for classifying OD interventions.
Source: Schmuck and Miles (1971: 5); used with permission. For recent information about the OD cube, see Schmuck, R., Bell, S. and 
Bell, W. (2012), The Handbook of Organization Development in Schools and Colleges, 5th edn. Santa Cruz, CA: Exchange Pointe 
International.
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Burnes and Cooke (2012) take the view that action research is based on the assumption that all 

situations and all organisations are unique and that the process of change has to be designed to 

accommodate this uniqueness, while, according to Anderson (2009), action research is based on 

the assumptions that:

● researchers are and should be involved in situations they are researching;

● researchers are and should be part of the cycle of improvement.

In that sense, it is attractive to practitioners because of its tenets of direct involvement and 

opportunity for critical reflection.

The framework of action research facilitates a deep understanding of an organisational problem 

as it emerges: some argue that it is not, however, a method or a procedure for research, but ‘a series 

of commitments to observe and problematize through practice a series of principles for conducting 

social enquiry’ (McTaggart, 1996: 248). That is, unlike normal methods of research, which culmi-

nate in a point of revelation or solution, action research facilitates discovery and resolution as the 

process unfolds. Action research requires an open-ended process of planning, acting, observing 

and reflecting (Anderson, 2009). In the planning stage, information is gathered about the issue to 

be resolved and the context in which is it situated. Action is taken to implement the plan and the 

consequences carefully observed, recorded and finally reflected on. The process continues cyclically 

until the desired improvement is achieved: Lewin (1946: 206) described this as a spiral of steps ‘each 

of which is composed of a circle of planning, action and fact-finding about the result of the action’.

Burnes and Cooke (2012: 1402) identify that:

though action research is often characterised as a diagnostic process . . . for Lewin it was 

much more about creating a dialogue amongst the participants which would allow them to 

reach a common understanding of the context in which their behaviours took place.

Action learning sets

Action learning sets are considered in the previous chapter (Chapter 8).

Appreciative inquiry (AI)

Appreciative inquiry is a conversation-based change process that does as its title suggests: an 

inquiry that is appreciative of the healthy, effective and positive aspects of the organisation. Exter-

nal as well as internal stakeholders may be included in the process. It is a ‘glass half full’ approach 

that offers an alternative to problem-based learning, which focuses on what is wrong, or what needs 

to be improved. Its aim is to increase that which the organisation does well, rather than eliminate 

that which it does badly. There is significant potential for challenges during the process, as it may 

bring together stakeholders with very different views on the organisation. Moreover, AI requires 

a particular set of skills that enable high-quality conversational interactions in group settings.

Focusing on the positive is a central feature of AI. It allows stakeholders to express different 

views on key topics through a positive lens. David Cooperrider is generally considered to be the 

original architect of the process (Lewis et al., 2011).

Cooperrider and Whitney (2005) suggest a five-stage process:

● Define – where you identify the scope of the AI.

● Discovery – where you identify what is working, what is the best of the given situation.

● Dream – where you identify the vision for the future.

● Design – where you plan how to achieve the vision.

● Destiny – where you implement the design and sustain positive changes.

Explore Browse the resources available at https://appreciativeinquiry.case.edu/. How easy would it be for 
you to have the AI approach accepted in your organisation?

https://appreciativeinquiry.case.edu
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Large group interventions (LGIs)

World Café

World Café provides an example of an LGI reliant on conversational activity. The focus of the 

activity is a set of questions or issues that are important to organisational life. The participants 

are seated in small groups in a café-style environment. Each table has a ‘host’, who is responsible 

for the activities of the group. The group is encouraged to write their ideas directly onto paper 

table covers. Participants engage in ‘rounds’ of conversations, moving table after each round to 

develop the work of the previous group. At the end, a whole group conversation takes place to 

reflect on insights and discoveries. World Café can be used for many purposes, such as strategy 

development, value elicitation, problem-solving, idea generation and organisational review. The 

environment is designed to encourage collaboration and dialogue both in the immediate task of 

problem-solving and in longer-term team relationships.

Future Search

Future Search enables action planning in larger groups over longer periods of time (three days) using 

storytelling and dialogue to elicit individuals’ experiences of the past and present, and their vision 

for the future. It relies on a significant cross-section of all parties being present during the process 

and the ‘whole problem’ is considered at once, before focusing on individual parts. The purpose is 

to identify common ground and to encourage individual responsibility for achieving the vision. 

Open Space Technology sets a similar agenda, but offers more flexibility in time and resources.

SWOT analysis

A SWOT analysis (Box 9.6) usually appears somewhere in the process of OD. The tool was 

developed in the 1960s, originally by Albert Humphrey, as an analytical tool to evaluate strategic 

plans using the acronym SOFT – satisfactory, opportunities, faults and threats. In 1964, Urick 

and Orr, at a seminar on long-range planning in Zurich, Switzerland, where research on why 

corporate planning failed was being presented, adapted this to SWOT – strengths, weaknesses, 

opportunities and threats. The tool is usually presented as a grid to examine the issues around 

an organisational challenge or opportunity for improvement.

Explore Visit www.theworldcafe.com, www.futuresearch.com and www.openspaceworld.org, where you 
can find detailed explanations, free resources and case studies.

● Where could you use the World Café or Future Search approach in your organisation’s 
development?

Box 9.6 A proper SWOT analysis

Complete this exercise, either individually or in a group. Using sticky notes will allow you to move your responses 
around as you progress through the exercise.

Stage 1: Brainstorming

Brainstorm as many strengths, weaknesses, opportunities and threats relating to the situation as you can.

Positive Negative

Present internal Strengths Weaknesses

Future external Opportunities Threats

➨

http://www.theworldcafe.com
http://www.futuresearch.com
http://www.openspaceworld.org
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Strengths and weaknesses describe the current/present and internal situation for whatever is being analysed.
Opportunities and threats describe the future and external situation for whatever is being analysed.
Strengths and opportunities are positive. Weaknesses and threats are negative.

Stage 2: Clustering

Cluster the reasons together to establish themes and linkages. Consider cause and effect relationships: is a weakness 
caused by another weakness?

Stage 3: Analyse weaknesses

At this stage, you should consider the extent to which the weakness is either easy or difficult to address and of high 
or low importance. This stage helps you to identify a way forward – you are able here to identify which weaknesses 
you can address first for fastest results.

Easy Di�cult

High Importance

Low Importance

Stage 4: Creating objective statements

Look at each weakness in turn and reformulate it as an objective statement. You can use SMART (specific, measurable, 
achievable, realistic, time-bounded) as an acronym to test your objective.

Stage 5: Risk analysis

Not likely Likely

High Importance

Low Importance

Consider the likelihood of the threat occurring and its relative importance. The risks you identify should lead to a 
contingency plan. The likely, and highly important, threats are the ones that require the most attention – accounting 
for these threats is essential to achieving the plan. Those in the bottom-left quadrant are the least important and 
require little more than monitoring.

Stage 6: Focus on the positive

Return to strengths and opportunities and prepare practical plans for building on them.

Source: Adapted from training materials provided by Frank Jordan, University of Northampton (2013)
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Figure 9.5a  The learning company profile.
Source: Pedler, M., Burgoyne, J. and Boydell, T. (1991), The Learning Company, McGraw-Hill, pp. 26–7; © McGraw-Hill.
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Figure 9.5b  The learning company profile.
Source: Pedler, M., Burgoyne, J. and Boydell, T. (1991), The Learning Company, McGraw-Hill, pp. 26–7; © McGraw-Hill.
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The agile organisation

Agile Organisations are better able to thrive in complex environments because they have 

developed the ability to spot business opportunites and threats early and to implement 

change quickly. (Holbeche, 2015)

As a response to the demands of complex strategic change, the notion of the ‘agile organisation’ 

has gained some traction. The language of agility has its root in risk, procurement and supply 

chain, project and IT service management literature and practice, but has found broader appeal 

in strategy implementation, organisation design and in understanding organisational change 

(Moran, 2015; CIPD, 2014).

The elusiveness of agility, Holbeche (2015: 41) argues, is a consequence of neglecting the 

human aspects of change – a central concern of OD. Ensuring employee and broader stakeholder 

engagement, aligning management and leadership and building emotional energy for change are 

all key to ensuring agility. Targeting change at the wrong level, in the wrong time-frame or for 

the wrong purposes will ‘make a difference to the productivity and nimbleness of the overall 

company’.

The skills of OD practitioners

All change processes are influence processes. All influence processes require awareness of, if 

not action in, the political processes of the organisations. (Pettigrew (2000: 250))

The idea of the OD consultant as change agent has its roots in Lewin’s early work. Thereafter, 

most models of change agency focused on a process of planned change and the provision of 

technical or specialist assistance in the process (Caldwell, 2003). On this basis, OD practitioners 

require, first and foremost, process skills: ‘to give the client insight into what is going on around 

him, within him and between him and other people’ (Schein, 1988). We have already considered 

the extent to which process consultation is a vital part of OD models, as OD is applied to an 

organisation’s business (Friedlander and Brown, 1974; Worren et al., 1999) or social processes 

(Holbeche, 2009). Therefore, OD consultants are usually skilled in project management and/or 

process consulting (Baumgartner, 2009). Each stage of the process requires a different set of 

technical and practical skills to facilitate the client–consultant relationship, including facilitation, 

negotiation, coaching and relationship building. However, Caldwell (2003) argues that this 

Key controversy

The expectations on OD practitioners – change agents – are high (see Figure 9.6). However, behind the debates about 
the skills that change agents require lies a serious critical discussion about the extent to which change can be managed 
as a rational or planned process in contemporary workplaces – whether there can be ‘agency’ in relation to change 
(Caldwell, 2006a). The assumptions that underlie the proposition that change can be managed have their roots in 
rationalist epistemologies which posit that human beings are rational actors and can act in an intentional and predict-
able manner towards goals or outcomes. A competing perspective is one that recognises that organisational change 
is simply too complex and high risk for one individual or group to lead and that human action is rarely rational or 
predictable. Therefore, agency in change is dispersed throughout the organisation and is dependent on an under-
standing of the cultural and historical context of the situation.

Caldwell’s (2006) book provides an in-depth analysis of agency and change and provides a solid conceptual base 
for the discussion of the topic at an advanced level.
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  Figure 9.6          The change agent.   
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overplays the nature of change as strategic, top-down, planned and inevitable, and underplays 

the increasing dispersal of change roles among employees.

Many writers have subsequently attempted to provide more detail to the change agent’s role. 

Cheung-Judge and Holbeche (2015), for example, break down the skills required into each of the 

stages of the process of OD. However, Caldwell (2003: 137) suggests that change agents’ roles 

are ‘exaggerated or misrepresented by one-dimensional models’, and many have identified a 

significant skills gap (Withers et al., 2009; Withers, 2012) despite the rise in popularity of OD as 

a job role and its position in the CIPD professional framework. This should, perhaps, be unsur-

prising, given the complexity and scope of change agents’ roles (Caldwell, 2003).

From the broad base of work on change agency, Caldwell (2003: 140) provides evidence of 

four models of change agency (see Figure 9.7):

● Leadership models – which identify change agents as senior figures in the organisation, provid-

ing vision and charisma to transform the organisation.

● Management models – which identify change agents as middle managers who are experts at 

supporting strategic change initiated by others.

● Consultancy models – which identify change agents as external or internal consultants (e.g. 

OD consultants) who are adept at providing support for change at all levels of the organisa-

tion and can provide advice, support, expertise, process skills and programme coordination, 

for example. Cheung-Judge and Holbeche (2015).

● Team models – which identify change agents as teams in the organisation who can operate at 

all levels.

In doing so, he argues that there is ‘no universal model of change agency, or a single type of 

change agent with a fixed set of competencies’.

In this section, we consider the broader debate about the change-agency skills of OD practi-

tioners and review a small selection of the literature on change agency, attempting to identify 

common themes.

In their detailed review of the individual differences literature, Nikolaou et al. (2007) identify 

a number of personality traits directly relevant to achieving organisational change:

● self-efficacy – the belief  that one can execute the behaviours required to achieve the 

outcomes;

Figure 9.7  Four models of change agency.
Source: Caldwell (2003: 140).
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  ●    locus of  control  – the belief that one can exercise control over the environment;  

  ●    core self-evaluations  – the belief that one is fundamentally worthy, effective and capable;  

  ●    openness to experience  – intelligence, perceptiveness, creativity, imagination, tolerance and 

inquisitiveness;  

  ●    personal resilience  – psychological resilience and the ability to ‘bounce back’.   

 They also identify the  skills   and   competencies  of a change agent as including facilitation skills: 

specifying goals, team-building, communication, negotiation and influencing.  Bennis (1993) , 

describing the skills associated with OD practitioners, identified four competencies: 

   ●   broad knowledge of behavioural sciences and theories and methods of change;  

  ●   operational and relational skills – the ability to listen, observe, identify and report and to form 

relationships based on trust;  

  ●   sensitivity and maturity – including an understanding of self-motivation and that of others;  

  ●   living in accordance with humanistic values – OD’s behavioural science foundations sit in 

humanistic psychology, which is often criticised as too value-orientated to be a rigorous sci-

ence ( Cummings, 2004 ).   

 Throughout the work on change agency, political skill is argued to be part of the repertoire 

( McDermott  et al. , 2010 ). For example, political skill is inherent in  Ottoway’s (1983)  10 change 

agency roles;  Voss’s (1992)  ‘political antennae’;  Stjernberg and Philips’ (1993)  ‘souls of fire’; 

 Buchanan and Storey’s (1997)  range of roles, which involves role-taking and role-switching 

based on political skill and change management expertise; and  Locock’s (2001)  ‘opinion lead-

ers’. The change agent relies on political competence ensuing from personal characteristics such 

as being articulate, sensitive, socially adept, competent, popular and self-confident ( Allen  e t  al. , 

1979 ;  Kanter, 1989 ). Without political awareness and skills, they are likely to be out-manoeuvred 

or considered unprofessional ( Buchanan, 2008 ). Within the literature on change agents, there is 

a recognition that individuals have different abilities, skills and willingness to exercise power, 

and that ‘skilful political activity may be required to overcome a lack of power sources, or in 

increasing the potency of a less valued set of power sources’ ( Pettigrew and McNulty, 1995 : 

852). Will and skill ( Pettigrew and McNulty, 1995 ) are central aspects of political behaviour. 

 Buchanan and Storey (1997)  assert that the ability of individuals to both adopt and switch 

between a range of political roles – change initiators, sponsors, drivers and subversives – is a 

key skill in change agency. Where there are choices to be made or there is uncertainty concerning 

outcomes, political behaviour, exercised by those with the will and the skill to do so, shapes the 

progress of the change ( Lipsky, 1980 ;  Pettigrew and McNulty, 1995 ;  Buchanan, 2008 ;  Buchanan 

and Badham, 2008 ). Those who exercise political behaviour are demonstrating personal and 

organisational integrity, and political skill is central to performance, reputation and career 

( Buchanan, 2008 ).   

  OD: Strategy, structure and culture 

 Organisational development can be considered a crossroads subject, which, in order to engage 

with it successfully, requires that other areas of organisational behaviour are understood. This 

section briefly introduces three of these areas, but there is insufficient space to give any full con-

sideration. For more information and detail on the three areas – strategy, structure and culture – 

any good textbook on organisational behaviour will provide you with more detail on theory and 

practice. 

OD: Strategy, structure and culture 
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OD and strategy

Many of the chapters in this textbook consider the link between the concept or field under dis-

cussion and an organisation’s strategy. An underlying assumption of the book is that HR prac-

titioners and the activities and interventions over which they preside have a role to play in the 

achievement of business objectives. However, where many organisations may espouse values that 

elevate the strategic role of people in the organisation (Gratton, 2000; Brockbank et al., 2012), 

the reality may be somewhat different (Holbeche, 2008; Beatty, 2009). OD has ‘expanded its focus 

beyond the social processes that occur mainly among individuals and within groups to include 

strategies . . . for the total organisation’ (Francis et al., 2012: 45). Cummings (2004: 26) identifies 

that, as OD involves planned change and the development of the organisation itself, it must 

inevitably engage with organisational strategies, design components and processes, as ‘strategies 

have to do with how organisations use their resources to gain competitive advantage’.

Withers (2012: 71) argues that practitioners are more likely to identify with the notion of an 

‘OD agenda’ than an ‘OD strategy’, because ‘the way we think about how organisations 

work . . . has become . . . less distinguishable from approaches adopted by HR’ generally. He 

quotes from Gallos (2006: 18), who suggests:

[M]any elements of OD have evolved into organisational routines that are nowadays taken for 

granted: better communications, team-building, management of intergroup relationships, 

change management, survey research, meeting designs, feedback and learning loops, organi-

sational design, effective group processes, conflict resolution . . . to name but a few.

The taken-for-grantedness of OD activity means that the original justifications for these sets of 

activities have been lost. Nonetheless, he argues that OD has a role to play in:

● developing strategy content – through organisation design, culture, developing change readi-

ness and enhancing working practices across and between organisations;

● enabling strategy implementation – through multi-level interventions which facilitate change 

leadership, employee engagement, restructuring, intra-group working, team-building, indi-

vidual or organisational change;

● facilitating strategy process – through using OD tools such as action research, process con-

sultation, large group interventions, facilitation, change support, conflict resolution, focus 

groups and workshops.

Explore ● How is OD integrated into your organisation’s strategic activities?

● Is there an individual or group of individuals with OD explicitly within their role and respon-
sibilities? What are they responsible for, and how are they held to account? Or are the activities 
of OD ‘taken for granted’?

● What are the consequences of your organisation’s approach to OD?

OD and structure

Organisational development is frequently considered in parallel with organisation design or 

redesign. Stanford (2012: 58) argues that ‘all organisation design work assumes a level of organi-

sation development activity. . . . [T]he design elements . . . must mesh with the development 

aspects of how these are implemented.’ OD can support organisation redesign so that there is 

better alignment between the design and its implementation.
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The literature on organisational design reflects the significant changes in organisation design 

in practice, as organisations have grappled with the challenges of the complex and rapidly chang-

ing business environments of today. It is clear, then, that traditional, top-down bureaucratic 

structures have been replaced with lean and flexible alternatives, which enable organisations to 

respond quickly to changing environments (Cummings, 2004; Stanford, 2012).

While organisation design goes beyond ‘mere’ structure, this is usually where the considera-

tion of design begins. However, changing the overall shape of the organisation – organisation 

redesign – requires consideration of both explicit and implicit aspects of the organisation’s 

system. One way of considering both the implicit and explicit aspects of organisation design is 

to use a model such as the McKinsey 7-S model, still popular among OD practitioners  

(Figure 9.8; Stanford, 2012). This is a consulting tool; it has no empirical basis and so it should 

be used with care. Nonetheless, it can help to frame thinking about the direction of the OD 

journey: it can be used to identify the current state and the desired state, so that activities can be 

planned to support the journey.

The diagram consists of ‘hard’ or explicit elements which can be easily defined and influenced, 

that is, strategic elements such as strategy statements, plans, charts and formal processes:

● Strategy – the organisation’s long-term plan for competitive advantage. What is the strategy? 

What are its timescales? What are the plans to support the strategy? What are the PESTLE 

factors related to the strategy?

● Structure – the structure of responsibility in the organisation. Who reports to whom? How is 

the company divided? Who manages whom? How are departments and teams linked? Where 

does decision-making responsibility lie? Where and how does communication flow?

● Systems – the activities undertaken to achieve the strategy. What are the influential systems in 

the organisation, for example, HR, operations, finance and marketing? What are the rules 

that hold these together? How are the systems controlled?

The ‘soft’ or implicit elements are more difficult to describe and manage. These require the use 

of processes of influence and adaptation. Each of the elements is interdependent:

● Shared values – the company’s culture or espoused values. What are the values? How are they 

conveyed? What is the climate or culture of the organisation?

Figure 9.8  McKinsey’s 7-S model.
Source: Adapted from Waterman, Jr., R.H., Peters, T. J. and Phillips, J.R. (1980), ‘Structure is not organization’, Business Horizons, 23, 3: 14.
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● Style – the nature of leadership, sanctions and rewards. What is the leadership style like? How 

do employees respond to this? What controls are in place?

● Staff – the human resources in the organisation, their structure and roles. Where are the skills 

gaps, deficiencies or gluts? How easy are the competencies to find and retain?

● Skills – competences required to operate effectively in the company. What is the company 

known for doing well? How are skills developed?

OD and culture

Culture is an abstraction, yet the forces that are created in social and organisational situations 

that derive from culture are powerful. If we don’t understand the operation of these forces, 

we become victim to them. (Schein (2004: 3))

Organisational development’s humanist values highlight the importance of the less controlled, 

logical or rational aspects of organisations, and an organisation’s culture – its values, beliefs, 

customs and traditions – fall within this scope. The notion of organisational culture is central 

to OD because it captures ‘organisational specialness’. Interest in it has been driven by the 

desire to identify and distil what makes one organisation ‘better’ than the next in terms of the 

performance of the organisation or the individuals within it. However, this interest is tempered 

by the challenges in capturing culture as it is an intangible or ‘soft’ part of the organisation, 

carried in people’s minds, rather than written down or formally communicated. Thus, it is 

normally observed in patterns of  action – ‘the way we do things around here’ (Deal and 

Kennedy, 1982). Moreover, it is used by individuals to interpret what happens around them, 

even when they are not aware of this, guiding their behaviour, and helping them to make judge-

ments about what is right or wrong, appropriate or inappropriate in a particular organisational 

context.

Culture is a shifty, translucent concept. This is reflected in Morgan’s (1986) description of 

culture as simply a ‘metaphorical attempt’ (Morgan, 1986: 3) that is frequently held responsible 

for the problems that organisations face. Culture is, as you will have grasped, an abstraction – you 

cannot see or touch ‘culture’; you can only infer its existence from visible aspects of it (e.g. the 

layout of offices, decor, the furniture, the tone and language of literature, memos, noticeboards, 

what people are wearing, what they are talking about, a sense of the history and the past, the type 

of technology that is in use, the rituals, language, symbols, ceremonies that are evident, the way 

people behave towards strangers and each other, and how they express what is important to them 

and what they value). The roots of an appreciation of culture lie in the HR approach to organisa-

tions, identified earlier as a reaction against scientific management and its consequences.

This poses particular challenges for managing or changing culture, not least because it plays 

a large part in how organisational success or failure is explained, even though it is intangible and 

invisible (see Case Study 9.2 at the end of this chapter).

One of the most comprehensive attempts to analyse organisational cultures is that of the 

American academic and consultant Schein (1985). Schein’s work tends towards the interpretive 

school of thought in that he argues that culture is difficult to discern and define, and that groups 

within organisations can work at cross-purposes to each other, bringing conflict and dissensus. 

Nonetheless, it works to cohere the organisation. Schein was concerned to describe and explain 

clearly what culture is and how it can be used to understand the characteristics of the organisa-

tion that bring stability and consistency. Schein (1992:9) explains that culture is ‘a pattern of 

basic assumptions . . . that has worked well enough to be considered valuable and therefore to 

be taught to new members as the correct way to perceive, think and feel in relation to those 

problems’.
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In describing culture, Schein (1985, 2004) identified three levels of culture, from the most to 

the least observable (Figure 9.9):

● Artefacts are the most visible aspect of an organisation’s culture and include ‘all the phenon-

ema that one sees, hears and feels’ (Schein, 2004: 25). These visible organisational processes 

and structures include architecture, myths, stories, rituals and ceremonies, as well as conver-

sational rules and expectations. While this level is easy to observe, it may be difficult to 

understand what these mean to the group. Observers can be easily misled by these visible 

aspects, as they bring their own reactions and expectations to what they observe.

● Espoused beliefs and values are observable in action and are closely related to the ‘way things 

are done around here’. These are the rules of behaviour that have been tested and proven to 

work in action and are what people ‘say’ are important to them in taking action in the 

organisation.

● Underlying assumptions are somewhat different – in contrast to the ‘espoused’ nature of 

beliefs and values, the basic assumptions are so ‘deeply embedded’ within the culture that they 

are taken for granted by organisational members and, over time, will cease to be questioned 

or challenged. Schein (2004: 32) describes them as ‘nonconfrontable and nondebatable’. Using 

the example of McGregor’s X and Y theories he identifies how these fundamental beliefs 

shape people’s expectations, responses and behaviour in action.

The basic assumptions fall into six broad areas developed by Schein (1985) as a typology for 

cultural analysis, identifying the content of culture. Each dimension describes specific sets of 

assumptions that organisations have:

1. The organisation’s relationship to its environment (beliefs that relate to the broader environ-

ment), for example, its beliefs about its degree of dominance in the market, which will affect 

its market behaviour.

2. The nature of human activity (beliefs about what the core activity of the business should be).

3. The nature of reality and truth (the methods used to establish ‘facts’ and what are perceived 

as relevant facts).

Figure 9.9  Schein’s three levels of culture.
Source: Adapted from Schein (2004: 26).
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  4.   The nature of human nature (beliefs about what people are like), for example, the beliefs 

embodied in McGregor’s theory of X and Y.  

  5.   The nature of human relationships (beliefs about how people should relate to one another, 

both hierarchically and horizontally), for example, the degree of formality or informality in 

the organisation.  

  6.   Homogeneity versus diversity (beliefs about how similar or diverse the workforce should be), 

for example, the degree to which compliance is enforced or maverick behaviour is accepted 

or encouraged.    

 Explore  Schein’s typology raises our awareness of how visible aspects of culture can convey messages 
about the culture that, while helpful in interpretation, can be difficult to decipher. A common 
model that helps to access culture at this level is the ‘cultural web’ (  Johnson and Scholes, 2006 ).   

 

Control systems

Organisational

structures

Symbols

Rituals and

routines

Stories and

myths

Power

structures

         

 By interrogating each aspect of the web, evidence of the existence and nature of the culture can 
be gathered, for example: 

   Stories   – What stories do people tell of success and failure in the organisation? What stories are 
told to new recruits or external stakeholders?  

  Rituals and routines   – What is celebrated in the company? What happens when people exit the 
organisation? What happens if someone succeeds or fails?  

  Symbols   – What is the company jargon? What is considered a status symbol? What are the perks 
of the job? What is the logo? What does it convey?  

  Organisational structures   – Is the structure flat or hierarchical? What emphasis is there on formal 
or informal ways of getting things done?  

  Control systems   – How tightly controlled is the company? How are success and failure reported? 
Who exercises the control in the company?  

  Power structures   – Who has the real power in the organisation? Who are the role models? How 
is power used? Who has influence?   

   ●   Choose an organisation with which you are familiar – perhaps the university at which you are 
studying, or the business in which you work.  

  ●   Consider each category in turn. What does the overall picture tell you about the nature of the 
culture in that organisation? 

   – Symbols  

  – Stories  

  – Power structures  

  – Rituals and routines  

  – Control systems  

  – Organisational structures.     
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Schein’s typology is one way among many of analysing an organisation’s culture, but it has the 

advantages of being reasonably systematic, yet sufficiently comprehensive to enable its applica-

tion to almost any organisation, whatever its size. Additionally, the typology is extremely useful 

for understanding the way, or how, an organisation behaves on both a macro-level (i.e. as a whole) 

and a micro-level (i.e. how individuals act). Understanding what makes someone ‘tick’ is not 

necessarily going to enable you to make that person do what you want them to, but it is likely to 

help you predict some of their behaviours in some circumstances (see Box 9.7).

Understanding organisational culture, then, should be a priority of OD practitioners, as it has the 

potential to have a significant impact on performance – or at least perceptions of performance – 

and effectiveness.

Key controversy

Is OD a ‘tool or a technique’ or a ‘theory’ (Bunker et al., 2004)?

BOX 9.7 Dixon of Dock Green got shot!

The nature of entrenched policing cultures has been the subject of much debate and discussion by academics and 
politicians alike. Academics have identified a distinct subculture that exists at grassroots levels, particularly among 
operational police officers (Waddington, 1999). Davies and Thomas (2008) explored how this strong culture acts to 
reinterpret policing priorities such as community policing so that they ‘fit’ the beliefs of this culture. They explore how 
difficult it is to embed new initiatives that challenge the beliefs, habits and values of police officers. Using an analogy 
that refers to a long-running TV series (21 years from the 1950s) about PC George Dixon, they use him as an example 
of community policing – high moral values, reliable, trustworthy and helpful to all members of the community – which, 
while once popular, and experiencing a renaissance in policing practice, challenges the beliefs held by police officers 
about the nature of policing. The culture of police officers is one they identify as valuing action, crime fighting, control 
and ‘real policing’ – fast cars, flashing lights and action. Community policing, however, is seen as a ‘cushy number’ or 
‘pink and fluffy’. The authors identify the process by which senior officers attempt to redefine community policing to 
be acceptable to the dominant culture (‘Dixon of Dock Green: with attitude’) so that it can be reinterpreted as ‘real 
policing’. (‘[If officers can’t show] that they can talk to the community . . . then they are not very good police 
officers.’)

However, Waddington’s (1999) analysis of police culture resists this condemnatory position on canteen culture 
because he attempts to explain why this culture is as it is. He argues, very persuasively, that the culture serves a number 
of critical purposes. Put very simply, he suggests that it enables officers to make sense of and justify the importance 
of policing in societies where there is a high level of ambivalence about what the police can and should do. Moreover, 
he argues that the canteen culture exists more in talk than in action.

The strength of his analysis is in showing that the ‘stocks of knowledge’ that comprise culture are developed in 
specific social and historical contexts. Furthermore, culture not only enables organisation members to make sense of 
the world both inside and outside the organisation, but also provides them with a sense of identity.

Questions

1 In both analyses, the culture acts to adjust and change the intentions of senior managers and policy-makers. Can 
you think of any examples where the intentions of senior managers and policy-makers have changed the culture 
of an organisation?

2 Waddington’s analysis suggests that there is a difference between culture as it is talked about and as it is prac-
tised. Can you think of an organisation where what people say is important is contradicted by what people in the 
organisation actually do?
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  Concluding comments 

 The use of the phrase ‘people and organisational development’ to recognise all – or a subset – of 

the practices, structure and function of HRM appears to have gathered some impetus in many 

organisations, particularly in the public and third sectors (e.g.  www.cfoa.org.uk ,  www

.birmingham.ac.uk ,  www.wateraid.org.uk  and many others).  Holbeche (2012)  argues that there 

are consequences of the increasing emphasis on the contribution of OD to organisational per-

formance. She sees emerging roles for: 

   ●   organisational prospectors who can scan and interpret the business environment so as to 

anticipate future business – and workforce – needs;  

  ●   organisational architects who can design flexible, ‘future-proof ’ structures that support agile 

shifts in behaviour within ethical and well-being expectations. This endeavour should support 

the creation of healthy working environments where individuals are enabled to increase their 

discretionary effort ( Purcell  et al. , 2003 );  

  ●   developers of individual and organisational capability who can grow skills and capture 

knowledge;  

  ●   change agents who can initiate, manage and sustain the shifts needed, while managing com-

peting political agendas.     

     Summary 

 The chapter has considered: 

   ●   Key similarities and differences in the definitions of OD.  

  ●   The historical development of OD as an academic and practical concept and the factors 

influencing renewed interest in the topic over the last 10 years.  

  ●   The key theories that underpin the practice of OD and the factors that differentiate it from 

mainstream change management.  

  ●   The techniques and practices of OD, including key stages in the OD cycle and the structured 

activities that are included in OD interventions.  

  ●   The nature of the change agent role and the skills, competencies and personality traits required 

by effective OD practitioners.  

  ●   The links between OD and strategy, structure and culture.    

  Questions 

  1    What do you understand by the term ‘organisational development’?   

  2    To what extent can OD support the business strategy?   

  3    Who are the stakeholders in OD? Where can they support or block the process?   

  4    What are the important issues to consider in developing OD expertise in your 

organisation?   

  5    What are the challenges and issues that face OD in the coming years?   

  6    List the different methods and techniques used within OD? How would you evaluate their 

effectiveness?   

  7    Organisations are increasingly turning to OD as a technique to manage everyday change. 

Imagine that you are the HR practitioner responsible for OD processes. What would you do 

to ensure that you were appropriately skilled?    

Concluding comments 

http://www.cfoa.org.uk
http://www.birmingham.ac.uk
http://www.birmingham.ac.uk
http://www.wateraid.org.uk
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  References and further reading References and further reading 

  Case study  
  A whole system event for real-time strategic change; use of African-influenced 
facilitation through  lekgotla  

 Lee Knobel, Consulting Director,  WorldsView  Johannesburg, 
South Africa 

  Goals 

 Post-merger transformation and integration of two large, 
listed IT service provider organisations. Integration of two 
companies and cultures; aligning employees to the purpose, 
values, goals and new customer-centric strategy of the 
merged organization.  

  Critical actions 

 Close partnership with the executive team used process 
consultation to create shared vision, mission and values. A 
key catalyst in the transformation was a two-day whole-
systems event: 

   ●   The event brought employees from both organizations 
together to celebrate their history and envision their 
future.  

  ●   Employees participated in identifying and aligning key 
actions to support the new strategic direction.  

  ●   For full engagement of all participants, WorldsView drew 
on the old African method of ensuring that all voices are 
heard, called  lekgotla  (creative dialogue).   

 The  lekgotla  process helps individuals to be heard in groups; 
groups build a common point of view and become teams; 
and teams pursue common goals. Diversity is celebrated 
and built on, as individuals practice the art of listening and 
building on each other’s views.  

  Results 

   ●   Trust, understanding and commitment to the integration 
effort were built.  

  ●   Values were examined and aligned; foundational change 
actions planned.   

   ●   The leadership team witnessed the beginning of a pro-
found organizational transformation and renewal.   

 Source:  From   www.ODnetwork.org.   

  Questions 

  1    To what extent is OD culture-blind?   

  2     What  evidence can you find of approaches to OD that 
are NOT  b ased in a UK or US tradition?   

  3    What factors would you take into account when design-
ing OD interventions across national boundaries or in 
multi-cultural contexts?     
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Introduction to Part 4

The employment relationship is key to understanding how employment is managed. It brings 
together the sources of power and legitimacy and rights and obligations that management and 
employees seek for themselves and apply to others. This part of the book is concerned with explain-
ing the employment relationship and examining how it works out through a variety of applications, 
such as the law, collective bargaining, performance and reward, employee engagement and 
involvement.

Chapter 10 deals with the role and influence of the law in determining the nature of contract.  
The contract of employment is not simply a document that is presented to employees on appoint-
ment, but is a complex set of formal and informal rules that govern the whole basis of the employ-
ment relationship. Thus, the way employees and managers conform with, or break, those rules 
determines how that relationship works out in practice. Moreover, the nature of contract can have 
an important bearing on whether newer concepts such as human resource management (HRM) can 
fundamentally change a relationship that is so dependent upon the interaction of formal and infor-
mal legal regulation.

Chapter 11 follows on from the chapter on the employment relationship and employee rights at 
work to deal specifically with the pertinent issue of employee engagement. To support organisational 
agility and determine organisational success in an increasingly competitive marketplace, it is argued 
that employees need to be committed to the organisations they work for (organisational engage-
ment) and to be engaged with the work they do within that organisation ( job engagement). This 
chapter considers the antecedents and consequences of job and organisational engagement and 
suggests how levels of engagement might be enhanced. The chapter is also concerned with key sup-
plementary issues, such as how organisations might measure and benchmark employee 
engagement.

Chapter 12 reviews approaches to performance management, in particular appraisal, and distin-
guishes between performance appraisal and the broader concept of performance management. It 
questions the ethics of performance appraisal as a means by which managers are able to engage in 
constant surveillance of their employees. The chapter argues that effective performance manage-
ment will need to address changes in organisational structure and composition, in particular in 
relation to an increasingly global and competitive market, and a diverse and ageing workforce.

Chapter 13 examines developments in employee reward and the practical ways in which reward 
management can be used in conjunction with other HRM practices to promote employee engage-
ment and drive individual and organisational performance. After tracing the historical development 
of reward systems, the chapter moves on to explore the contemporary meaning of reward, focusing 
on its role as a potential strategic lever to orient individuals and teams in the direction of business 
goals and values. The chapter also considers the economic and legal environment for reward and 
the challenges associated with designing a reward strategy that is affordable, equitable and relevant, 
paying particular attention to pragmatic reward choices and dilemmas experienced by contempo-
rary organisations. These include decisions about the relative importance of internal equity and 
external pay comparability, the role of job evaluation, the factors which tend to be influential in 
shaping the reward ‘mix’, where to pitch pay and how to design pay structures and manage pay 
progression.

Chapter 14 is concerned with employee voice. The chapter identifies the three distinct but related 
concepts that comprise employee voice – employee involvement, employee participation and indus-
trial democracy – and suggests that the difference between these constructs is best understood in 
terms of variations in employee power and influence. The chapter charts a trend towards employee 
involvement and a decline in representative participation and highlights that, as a result, large 
swathes of the British workforce are no longer covered by trade union representation. The chapter 
explores the growth in non-union forms of voice and questions the extent to which these are an 
effective substitute for independent trade union voice.



CHAPTER 10
THE EMPLOYMENT 
RELATIONSHIP AND EMPLOYEE 
RIGHTS AT WORK
ALAN J. RYAN

Objectives

● To introduce readers from a variety of backgrounds to the central significance 
of contract in the employment relationship.

● To examine the contractual and statutory regulation of employment 
contracts, with a central focus upon the manner in which employment rights 
need to be regulated and proceduralised in the workplace.

● To provide the HR practitioner or other interested reader with the necessary 
basic information to enable them to make fair and reasonable decisions 
within the employment relationship.

● To add critical observations on the limitations of employee rights in the UK.



not to speak her native language (Lithuanian) at work, espe-
cially on her phone. She was given the reason that the 
employer had reason to suspect that she was an animal 
rights activist. She complains that this was direct discrimina-
tion on the basis of her ethnic origin. Was it? Or is the 
employer entitled to make such a condition?

Stanescu (Stan to her friends) had recently arrived from 
Eastern Europe and secured work with Testing Labs Plc, in 
its laboratories. The main business of the organisation 
included some use of animal testing and it had been the 
target of animal rights activists in recent years. Following a 
number of suspicious incidents, Stan was told that she was 

Case study
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Introduction

This chapter opens with a brief discussion of the nature of employment law, suggesting ways in 

which the purpose of legal regulation of the employment relationship may be viewed. We then 

explore the manner in which, even in the twenty-first century, the relationship is dominated by 

the concepts of ‘dependent’ and ‘non-dependent’ labour and is wedded, in legal terms, to the 

central significance of contractual regulation in the employment relationship that allows for and 

legitimises managerial prerogative. In developing these arguments, we posit that the employment 

relationship should be seen as a process of socio-economic exchange, which, unlike other con-

tractual relationships, is incomplete. In this sense we will indicate that the act of hiring an 

employee does not complete the exchange; instead it simply initiates it as both parties intend the 

contract to continue until one of them decides to end it. We, therefore, focus on contractual 

processes in terms that highlight the legal (and human resource management) implications in the 

three key areas of formation, continuation and termination. The chapter concludes with a discus-

sion of what are, at the time of writing, new or currently envisaged changes in the regulation of 

employment relationships.

In terms of the purpose of the regulation of employment relationships it has been argued 

(Arthurs, 2011; Hyde, 2011; Stone and Arthurs, 2013) that, as in other social spheres, the law can 

be used to send signals to social actors in relation to the manner of their interactions, including 

indicating the boundaries of their rights and duties. So, as Arthurs (2011) suggests, work by 

policymakers, academics and the legal community makes it possible to identify the ways in which, 

during different but overlapping eras, the law has been deployed to achieve a number of social 

policy aims. Arguments can be set out which indicate attempts to use regulation in an endeavour 

to encourage workers to meet the requirements of Christian morality, to develop a sense of one 

nation/national identity, to discourage the development of radical or revolutionary ideologies, 

to enable workers to earn a living and therefore to consume, to legitimate the ‘web of rules’ spun 

in individual workplaces, to support a system of countervailing power and more recently to 

integrate workers into business-level cultures designed to encourage engagement and manage 

their discontent. In pursuing these various aims, legislation, as interpreted and applied by the 

courts, is seen as a mechanism of social engineering rather than simply a matter of fairness or 

justice. From this position, it can be argued that the purpose of regulating the employment rela-

tionship, especially using the contractual paradigm, is centrally concerned with symbolism 

encased within the myth of equality within the relationship. Hyde (1983) suggests that the public 

belief in the ‘myth’ of legal and judicial stability and infallibility encourages quiescence. This 

‘myth’ supports the framework of legalism, especially within notions of a legitimate capitalism, 

by persuading people of the basic justice and equality of their world. This mechanism of myth 

generation asserts its own legitimacy to the extent that people regard themselves as obligated to 

the continuation of the regime (Hyde, 1983: 391). Such a regime overcomes any problems inherent 

in the creation of rational reasons for obedience and consequently supports both the notion and 
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the exercise of managerial prerogative. For Hyde, the answer to the problem of ‘why people obey 

laws’ is related to this generation of ideological myths, located in the symbolic nature of the ritu-

als of our legal institutions. He suggests that

[b]attles over law are, enough of the time to matter, battles over cultural definition . . . [T]

he timing of labor [sic] legislation is shaped by the needs of the governing elites for symbolic 

definition of labor’s place in society. . . . The content of labour legislation is shaped by the 

desire of legislators to have the legislation function effectively as such a symbolic statement. 

(Hyde, 1990: 387–8)

The function of this symbolism, possibly even ideology, is to maintain a consensus amongst 

labour and management leaders. These ‘battles over cultural definition’ are therefore fought out 

on a battleground bounded by the confines of legal institutions and principles. Central to this 

battle are the principles of contract law that, however interpreted, set out the underlying rights 

and duties of the parties including determining the nature of the relationship as dependent or 

non-dependent. From this foundation a number of propositions may be promulgated which sug-

gest that labour legislation can be seen to be a response to social unrest/conflict and in general 

illustrates the truth that, when current relationships are unable to provide a basis for continued 

capital accumulation, legislative change is often the response. Further, these laws, legal principles 

and the institutions that sustain them demonstrate an idealised view of society and labour rela-

tions. Thus, we see that these laws support both the contractual view of employment relation-

ships and existing organisations representing workers, by the use of symbolic ‘rights’ and 

‘concessions’. Possibly more centrally, as symbolic actions, the impact of these ‘laws’ is never, 

and can never be, pre-determined, as results are negotiated on a case by case, law by law basis. 

We can then, and arguably should, as thinking HR managers, perhaps challenge the simplistic 

view that the law states what ‘is’ considering really the law as symbolic of what ‘ought’ to be the 

reality. Employment law allows us to constitute ourselves and our organisations as ‘a community’ 

by excluding difference and ‘untruths’ (see Benhabib, 1994). The law silences and excludes many 

‘other voices’ which are on the wrong side of the track. In this chapter, we view the legal regula-

tion of employment relationships as a ‘discursive alchemy’, within which the myth, the magic 

and the fantasy of received epistemological objectivity are engaged to sketch out employment 

law’s promise of order, of security and of identity.

Explore The key question for human resource managers revolves around the extent to which this symbol-
ism, these laws, continue to provide support for the level of worker discipline that enables the 
continuation of capital accumulation at acceptable levels.

● Considering your organisation or one with which you are familiar, outline the manner in which 
the ‘symbolism’ of regulation affects the employment relationship.

While we may argue that contract law in the twenty-first century continues to play a central role 

in supporting managerial prerogative, the extent to which it provides a stable relationship is 

declining. The speed of change, social and technological, has led to the development of new 

‘forms’ of  relationship which appear unsuited to the concept of  relational contracts (see 

Wightman 2013). As we move through our arguments we will find a need to consider two specific 

features that result from these changes: the growth of nonstandard employment and the decline 

in job tenure (Stone, 2013; Rodgers, 2016). Alongside other socio-economic developments, the 

legal interference with human resource management can be seen as a growing phenomenon 

which creates increasingly complex dilemmas in terms of managerial actions.

These dilemmas have their foundation in the reality that as a socio-economic exchange the 

employment relationship not only contains an economic component – the exchange of work for 

payment – but also includes a sociological dimension centred on power and authority. These 



346        CHAPTER 10  THE EMPLOYMENT RELATIONSHIP AND EMPLOYEE RIGHTS AT WORK

elements of the employment relationship are ordered through the principles embedded within 

notions of equality located at the centre of the contract of employment. Additionally, it is obvi-

ous that all employment relationships are subject to an assortment of other processes, including 

management competence, work group control, management motivation, worker engagement 

and the potential for workplace conflict. These factors combine to develop a relationship, which 

is apparently a rational process of economic exchange that is much more complex. By this we 

suggest that, contrary to the ‘contractual paradigm’, which indicates certainty at the outset, the 

terms of the relationship are vague in that the specific details are subject to ongoing negotiation 

and change. We will note that in these negotiations employees – but in many instances not work-

ers – have the protection of basic contractual and statutory employment rights which employers 

must respect. As indicated above, in order to provide readers with the necessary basic information 

on these matters, the chapter is divided into four key themes or topics:

● Formation of the contractual relationship noting statutory employment rights

● Continuation of the relationship including variation

● Termination of the relationship

● Current issues.

The material in each part of the chapter, although necessarily legalistic in nature, is explained 

as far as possible in terms that are general and straightforward, to assist the reader in their appli-

cation. Some points are repeated as they affect areas of employment regulation detailed in suc-

cessive parts of the chapter. Because the material is legalistic, there are direct references to legal 

texts cases and statutes – a list of law texts is provided at the end of the chapter for further 

reading. However, such references are set out in as reader-friendly a style as is possible. The reader 

should view this chapter as a general introduction to the regulation of the employment relation-

ship and readers should be aware that more specialist information may be required in applying 

the general principles to specific situations.

Distinguishing contractual and statutory employment rights

In a chapter, it is not possible to provide a complete and comprehensive analysis of the employ-

ment relationship and its legal regulation – employment contracts and employment statutes are 

subject to change, as practices that were previously ‘outwith the law’ become subject to legal 

regulation hence the law may be further updated after this edition is published. Equally, many 

areas of contractual and statutory regulation are extremely complicated, and disputes between 

an employer and an employee may require specialist analysis by employment lawyers. Examples 

of these areas include discrimination claims with respect to pension rights for part-time women 

employees, disability discrimination claims that relate to the status of an employee as HIV posi-

tive, the interpretation of working time regulations for a particular group of employees and 

issues surrounding the transfer of undertakings. Thus, bearing in mind that contractual and 

statutory regulation of the employment relationship is a ‘moving target’, our examination of 

regulation within the employment relationship divides between a discussion of contractual and 

statutory employment rights.

Formation and contractual rights

All contracts can be seen to be based on a set of basic principles that begin with an ‘invitation 

to treat’, then move through stages of ‘offer’ and ‘acceptance’ in which the terms of the deal are 

decided, before the parties undertake the performance of the duties accepted and the contract 

terminates. For the simple sale of a chocolate bar this is uncontroversial – for the most part – 

having clear duties and obligations for each party at each stage. For employment contracts, the 
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story is more complex because of the nature of the duties and obligations. The terms set follow-

ing the offer and acceptance (that form the basis of the agreement) cannot stay fixed over the life 

of the agreement, nor can the agreement set out the performance level of either party. Further, 

the very nature of the relationship can be ambiguous in relation to dependent and non-dependent 

labour (see the discussion below).That all employees have a contract of employment is a key 

concept in that it is the contract which governs the relationship between the employer and an 

individual employee. A key element in relation to these rights is the definition of the difference 

between an employee and a worker found in the Employment Rights Act 1996 (ERtsA) s. 230. It 

is this very issue that is at stake in the introductory case to this chapter. As we discuss below, an 

employment contract has two types of terms within it – express terms, which are usually written 

down and which govern the specific details of the employee’s contract of employment, and 

implied terms, which fall into two groups and are unlikely to be written down but which never-

theless are considered to be part of an employee’s contract of employment. For example, terms 

implied by statutory provision include the requirement that an employer is under a legally 

enforceable duty to provide a healthy and safe workplace. Further terms are implied under what 

is commonly referred to as the ‘business efficacy’ rule – in simple terms they are implied as a 

matter of fact and are needed in order for the contract to work. These are often derived from 

custom and practice arrangements in the workplace even though many of them may be unwrit-

ten. The core principle, in relation to ‘business efficacy’, is therefore the extent to which the 

parties would have agreed to the term had the issue involved been put to them at the outset of 

the contract (Collins et al., 2012; see also Devonald v Rosser & Sons [1906]). In summary, con-

tractual rights flow from the express and implied terms that create an individual contract of 

employment. It is important to point out that while employees receive protection via elements 

of these terms, they are also subject to regulation by them; hence the contract of employment is 

made up of a balance of rights and obligations between the employer and the employee.

Key controversy

Recent changes indicate that the ‘crumbling’ of the gender contract has undermined the value of the standard employ-
ment contract as a mechanism of employee protection. However, such changes have enabled employers to develop 
more flexible workforces.

To what extent does this change in the employment relationship weaken/strengthen the protection for employees 
in relation to the terms and conditions under which work is undertaken and labour power is sold?

While the source of many of these rights is the agreement (contract) between the parties and the 

terms, which are ‘nominally’ agreed openly by the parties, some are underpinned by statutory 

enactments such as Acts of Parliament, Statutory Instruments and European Legislation that 

must be enacted into UK law – an example of this last is the emergence in the UK of the statu-

tory regulation of agency work. These statutory employment rights have been enacted in an 

attempt to provide a basic floor of rights for all workers – so the distinction between ‘employees’ 

and ‘workers’ becomes less relevant. In the drafting process, government and European Union 

civil servants seek to ensure that the legislation covers most eventualities. However, because such 

legislation is necessarily general in its coverage of a particular issue, the judiciary must interpret 

legislation. Interpretation of legislation is a complicated and controversial matter and often 

turns on the issue of what is ‘reasonable’. For an employer’s interpretation of a statute to be 

reasonable, the courts require the employer to demonstrate that another employer faced with 

the same or a similar situation would have acted in a similar way. If the issue is in dispute an 

employee or worker needs to be able to demonstrate that another employer would not have acted 

in a particular manner. For example, it was common practice in setting the terms of the contract 



348        CHAPTER 10  THE EMPLOYMENT RELATIONSHIP AND EMPLOYEE RIGHTS AT WORK

for many employers to exclude their part-time workforce from occupational pension schemes 

on the basis that the salary or wage level of part-timers was too low to generate a sufficient 

pension fund, particularly as this would reduce the take-home pay of such workers because of 

the necessary deduction of an employee’s contribution to the pension scheme. After a long legal 

campaign, several trade unions, supported by the then Equal Opportunities Commission, estab-

lished that this practice was unreasonable because many part-time workers were women and 

their exclusion from company pension schemes amounted to indirect sex discrimination. This 

was the case because, although the exclusion of part-time workers from pension schemes appears 

to be sex neutral in its effects, such exclusion has a disproportionate effect on women, so the 

practice is discriminatory. (See R v Secretary for Employment ex parte Seymour-Smith [1999] 

IRLR 253.) Common law precedent, that is, judicial decisions of interpretation, guide decisions 

in disputes where there is no relevant Act of Parliament. It is clear therefore that a central prin-

ciple of the English legal system operative is that of reasonableness. In employment contracts, 

the agreed terms and statutory interventions both have to be reasonable in their effects on the 

employer and the employee. Thus in many cases judgements in disputes between employer and 

employee often turn on the question of reasonableness. The notions of reasonable and unreason-

able behaviour or instructions are questions of interpretation in the circumstances of particular 

cases. As explained above, an express, or implied, term in a contract of employment is reasonable 

if, in a matter of dispute, it is held that a similar employer would have done the same thing, for 

example, discipline or dismiss an employee, in similar circumstances. The discussion of this 

point is important for the following reasons. As statutory rights are subject to interpretation, 

challenge and eventual updating either in the form of statutory amendment or a binding prec-

edent created by a higher court, human resource managers must keep abreast of developments 

in employment law to ensure that the procedures set in place by their employer reflect the spirit 

and the letter of the law.

The importance of the contract of employment

As indicated throughout this chapter the regulation of the employment relation is fundamen-

tally a matter of  legal interpretation. It matters not whether we are focusing on wage, per-

formance, or termination; a key element on which the answer will turn is the status of  the 

individual concerned. In simple terms, we are asking whether the individual concerned is a 

‘worker’ or an ‘employee’ because the law attaches different levels of  protection to each. As 

Freedland and Kountouris (2011) argue, the common law principles which establish a valid 

contract (see below) have both a different format and an alternative function in the frame-

work relating to personal employment contracts. The existence of a contract of employment, 

and hence the classification of an individual as an employee, determine the availability of 

employment rights. As indicated in Figure 10.1 below, the legal categorisation of  an indi-

vidual as an ‘employee’ opens access to all employment rights, while other groups have 

restricted rights.

As can be seen, the division of rights between three different arrangements for offering and 

obtaining labour gives organisations options – some of which reduce the extent of their obliga-

tions to those undertaking the labour. Throughout the rest of this chapter, this division of rights 

will be highlighted where appropriate in order to draw out the importance of ‘status’ as defined 

within law by the existence of a contract of employment, and the extent to which there has been 

progression in the development of a more flexible relationships between those who carry out 

work and those for whom it is undertaken (von Prondzynski, 2000; Sciarra et al., 2011; Stone and 

Arthurs, 2013). These more fluid relationships, such as those involving self-employed workers 

and sub-contract workers, are not well suited to regulation through the employment contract in 

its current form (Collins et al., 2012; Conaghan and Rittich, 2005; Davidov and Langille, 2006, 

2011; Njoya, 2007; Freedland and Kountouris, 2013; Rodgers 2016).
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New approaches have been variously portrayed as the law relating to ‘subordinate labour’ 

(Davidov, 2005a; Hyde, 2006), the law of ‘the personal employment contract’ (Freedland and 

Kountouris, 2013) or the ‘private/property law model’ (Collins, 2000; Njoya, 2007). These various 

models are included in the following analysis at appropriate points.

Formation and the contract of employment

In order to explain the concept of contract, it is useful to develop our discussion in terms of the 

elements traditionally found within contract textbooks. Contracts are seen to contain five 

elements:

● invitation to treat

● offer

Figure 10.1  Employment rights.
Source: from Law Express: Employment Law, Pearson, Longman (Cabrelli, D 2008) p. 11, Copyright © Pearson Education Ltd 2008.
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Key controversy

‘Labour law is in crisis’ (Davidov and Langille, 2011). Or is it simply that it has not kept pace with the ‘economic times’? 
The literature offers various answers to this question especially in relation to precarious work. The answer, it would 
appear, depends on how ‘precarious work’ is defined. What features of the employment relationship do you consider 
necessary to refer to ‘precarious’ work or does the term lose its meaning in these days of ‘flexibility ’?
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● acceptance

● consideration

● intention to create legal relations.

To illustrate these elements we can draw on the example of any purchase. An individual or 

organisation may decide to sell a particular item to any buyer and therefore displays the item. 

This can be seen as an invitation to treat (or deal) with other parties. An individual may see this 

invitation and decide that they would like to buy the item. As a result of this, they decide to make 

an offer. The current owner of the item may decide to accept this offer. If these requirements are 

fulfilled satisfactorily, a contract containing all the terms of the sale can be drawn up. In consid-

eration for the agreed price, the existing owner agrees to give up their rights in the item and 

exchange them through the mechanism of a contract to the buyer. So we can say that considera-

tion is the mechanism that validates the contract: that is, each party gives something to the 

contract, in this case an item for money and money for the item. If a contract contains offer, 

acceptance and consideration, the presence of these factors indicates that the parties to the 

contract wish to create a legally binding relationship.

A legally binding contract must also satisfy the following factors. First, the contents of the 

contract, to which the parties have agreed, must be reasonable. Second, the contract in itself must 

be legal, in terms of the prevailing law. For example, a contract to assassinate a person may 

contain offer, acceptance and consideration and an intention to create a legally binding relation-

ship between the parties. However, conspiracy to murder is a criminal offence, thus any contrac-

tual relationship is void – the legal term for invalid. Third, there must be genuine consent between 

the parties, and the parties themselves must have the capacity to consent to the agreement. For 

example, minors and bankrupts have only limited capacities in contract. From this brief intro-

duction, we can now proceed to look at employment contracts, which are a particularly special-

ised form of contract which confers the status of employee and hence the rights that accompany 

such status.

A contract of employment is a contract of  service, where an employee – the subject of the 

contract – agrees in return for remuneration to provide their personal service under the control 

of their employer (see Ready Mix Concrete v MPNI 1968; Troutbeck SA v White 2013). It is 

necessary to distinguish an employment contract of personal service from a commercial contract 

for services. As Collins et al. (2012: 187) make clear, employers may choose to hire labour under 

different arrangements that are sub-divided by the law as a contract of service or a contract for 

services. For example, a contract whereby catering services are provided to a firm by a second 

firm is a contract for services, not an employment contract, even though the work is performed 

by labour. Catering staff may be employees in the second firm, but the first has bought their 

services under a commercial contract for catering services.

A contract of employment differs from a contract for services in the sense that an employment 

contract of personal service to an employer is intended to be an open-ended relationship. It is a 

relationship that continues until either party decides to end it in a situation where they are 

allowed to do so with or without notice. Whilst some employment contracts are of a temporary 

or fixed-term nature, nonetheless an employment relationship is created, whereas in commercial 

contracts of a long-term duration, for example, servicing agreements, an employment relation-

ship is not created. Equally, such commercial contracts are likely to contain clear and precise 

contractual duties for each party. We can say therefore that commercial contracts are purely 

transactional contractual relationships and, unlike relational employment contracts, are not 

subject to the common law duties of an employer and employee which operate as implied terms 

and conditions within the contract of employment. By the common law we mean legal rules/

principles that have been developed by the judiciary: that is, the common law is judge-made law. 

Now that we have defined contract and distinguished between contracts for services and con-

tracts of service, it is possible to proceed with a discussion of the underlying assumptions behind 

contract theory.
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Equality and freedom of entry: Market individualism

The philosophical basis of contract is derived from the principle of market individualism 

(see Atiyah, 1979; Deakin and Wilkinson, 2005). Market individualism suggests that the indi-

vidual is the best judge of his or her own interests. From this suggestion the notion of freedom 

of  contract is introduced, which assumes that individuals are self-determining agents who are 

primarily self-interested and are best able to fulfil their interests if they are free to enter into 

contracts with other parties in a free market.

Freedom of contract suggests that individuals act as free agents when they enter into contracts 

as both parties to a contract have equal status before the law and, unless a standard form contract 

is used, they jointly determine the terms and conditions of the contract. It follows from such an 

assumption that the component elements of a contract – offer, acceptance and the consideration 

between the parties – are secured through a process of negotiation and then agreement to create 

legal relations. This may be the situation in the case of most purchases of goods, but in relation 

to the sale of labour inherent within employment the situation is somewhat different. As 

Fox (1985: 6) points out, contract theory alone, with all that it entails in terms of equality and 

references to adjudication by an outside body, cannot be an effective method of regulating terms 

and conditions of employment if the parties to the contract are in dispute. In the UK, this is 

because the employment relationship remains one in which the status of the parties to the con-

tract is unequal. The notion of status derives from paternalism in the master and servant relation-

ship inherent in ‘employment’ prior to the rise of industrial economies (see Frank, 2010). 

Examples of paternal employment include domestic service and tied cottages for estate farmers 

and general agricultural labourers. In the nineteenth century, domestic servants and agricultural 

labourers were not employees in the modern sense of the word; rather, they were subject to a 

crude form of commercial contract whereby they provided their labour services to a master in 

return for board and lodgings. However, once employment became contractually determined in 

a formal legal sense it did not constitute a clean break with the past. Consequently the contrac-

tual process incorporates characteristics from pre-industrial ‘paternal’ employment: for example, 

the status bias of the master and servant relationship.

Fox (1985: 3–5) identifies paternalism as the basis of status within employment. Paternalism 

refers to a situation of subordination to legitimate authority. Prior to the development of the 

contract of employment, the process of subordination to legitimate authority was entirely within 

the master–servant relationship. Within contractually determined employment, the employee 

subordinates him or herself to the greater legal authority of the employer, the superiority of 

which is derived from the status-based relationship of master and servant. So, although employ-

ment contracts provide employees with a degree of independence from their employer – for 

example, employees can terminate their employment through due notice – employees remain 

subordinate parties to the employment contract. They are subject to the reasonable and legiti-

mate authority of their employer, to whom they provide personal service.

From the above discussion, it is clear that equality before the law in employment contracts is 

a fiction or myth because employers’ authority is derived from their paternal status, which under-

pins the employment relationship. This is often referred to as the managerial prerogative. In most 

contracts the agreeing parties are assumed to be the best judges of their own interests. However, 

in employment the status bias of the employer gives them the privilege of determining their self-

interest and having a partial say in the determination of employee interests. This privilege derives 

from the concept of subordination, which implies that the junior partner to the employment 

contract cannot perceive all of their real interests. Kahn-Freund (1984: 15) described the individu-

ally based contract of employment as an act of submission on the part of the employee:

In its operation it is a condition of subordination, however much the submission and the 

subordination may be concealed by that indispensable figment of the legal mind known as 

the contract of employment.
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An employer may determine the organisation of work, levels of payment and duration of 

working time. The employee is bound by such impositions if they are reasonable. Thus the notion 

of free employment contracts bears little resemblance to the real world (Hyman, 1975: 23). Relat-

edly, although all employees have an individual contract of employment, the terms and conditions 

of an individual’s contract of employment are likely to be determined and regulated by means 

of a collective agreement, the details of which are normally incorporated in an individual’s con-

tract of employment. These agreements are often negotiated by a trade union through the process 

of collective bargaining. In the absence of a trade union and collective bargaining ‘collective 

agreements’ are unilaterally determined by management on behalf of the employer; they are not 

the subject of negotiation. This point again illustrates that the notions of individual negotiation 

and freedom of contract exist at only a superficial level of relations between employer and 

employee.

Formation and the common law regulation of employment 
contracts

There are two features of the English legal system that highlight the contexts within which all 

aspects of the law operate. First, the English legal system, unlike most other legal systems (for 

example, those of other European Union states), does not operate in conjunction with a written 

constitution or a Bill of Rights. In the specific area of employment, the absence of a written 

constitution or a Bill of Rights means that British subjects do not possess any specific inalienable 

rights as employees: for example, the right to strike. Second, and relatedly, the system is very 

conservative – some would say obsessed with the past. This conservatism explains why ‘prece-

dent’ has so prominent a role in the common law. Precedent operates based on decisions previ-

ously arrived at in a higher court. It is judge-made law that creates a rule for lower courts and 

subsequent future cases of a similar nature. Thus a precedent creates an example for subsequent 

cases or acts as a justification for subsequent decisions.

Advocates of Britain’s unwritten constitution argue that its major benefit is adaptability over 

time, which contrasts with the rigid mechanism of a written constitution around which new 

developments have to be moulded. In matters of employment many of the rights held by British 

subjects result from case law and precedent and from trade union activity in collective bargaining. 

Equally, trade unions have a consultative role in the formulation of statutory protections and 

provisions such as the national minimum wage, the National Living Wage or the statutory pro-

cedure for trade union recognition under the Employment Relations Act 1999.

Common law duties of employer and employee

Earlier in this part of the chapter, the concept of ‘freedom of contract’ was introduced. This 

concept assumes that individuals are self-determining agents who are primarily self-interested. 

It follows from this that individuals both freely enter into contractual arrangements and jointly 

determine the terms and conditions of an employment contract. In the case of employment, the 

notion of freedom of contract operates in conjunction with the common law duties of employer 

and employee. That is, although contracts of employment may be entered into freely, the contract 

of employment itself incorporates the common law duties of employee and employer.

Common law duties of the employer

These are to:

● Take reasonable care to ensure that all employees are safe at the workplace, and indemnify 

any employee for injury sustained during employment. Employers have both a common law 

duty and a statutory duty to provide a safe working environment for their employees. Aspects 

of this liability are codified in statute under the Health and Safety at Work Act 1974.

● Treat all employees in a manner which is in line with the duty of mutual trust and confidence 

– arguably therefore in a courteous and polite manner. That is, employers should not ‘bully’ 
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or abuse their employees, or subject them to racist or sexist remarks. Aspects of this liability 

are codified in the Equality Act 2010. The common law duties of the employer contrast with 

those of an employee.

● Provide a reasonable opportunity for the employee to work and pay the agreed wages as con-

sideration for work performed. It is a matter of some debate as to whether the employer has 

a common law duty to actually provide work; the issue appears to turn on two distinct argu-

ments. First, the notion of reasonableness, which will depend on the details of any particular 

case, and, second, the operation of common law principles. The courts have held, for example, 

that the duty to provide work is a matter of fact rather than a matter of law. Thus in specific 

factual circumstances related to the nature of the work such a duty may be implied into the 

contract of employment. The courts have indicated that where an employee needs to:

● maintain or develop key skill levels;

● keep up to date with developments in the industry, sector or trade within which they work; or

● there was an understanding between the parties that the employee would be given a reasonable 

amount of work in order that they could enjoy a specific level of earnings; or the failure to 

provide work may lead to a loss of reputation or publicity on the part of the employee they 

are willing to find the existence of an implied duty to provide work (for example, see Breach 

[1976] IRLR 180, and William Hill [1998] IRLR 313). (Adapted from Cabrelli, 2008)

Common law duties of the employee

These are broadly to:

● be ready and willing to work for their employer;

● offer personal service to the employer – that is, not send a substitute without agreement;

● offer exclusive service to their employer – that is, not hold a second job without agreement;

● take reasonable care in the conduct and performance of their personal service;

● work in the employer’s time;

● carry out all reasonable instructions during that time, except that the employee is not required 

to carry out instructions which are outwith his/her contract (for a discussion see O’Brien v 

Associated Fire Alarms Ltd [1969] 1 All ER 93);

● undertake not to disrupt the employer’s business on purpose;

● not disclose any trade secret to a third party (for a discussion see Faccenda Chicken Ltd v 

Fowler [1986] IRLR 69).

The common law duties of the employee and the employer are not always detailed in the written 

particulars of a contract of employment; indeed, they are more often terms implied in the con-

tract which are derived from custom and practice or statutes.

Explore ● To what extent is there equality of obligations within the principal ‘implied terms’ between the 
parties?

● Does this reflect contemporary views on issues such as the right to privacy, freedom of speech 
and a family life enshrined within the Human Rights Act 1998?

● How can employers use the duty of ‘fidelity ’ in the age of social media?

In market economies, the law assumes that the contract of employment is entered into freely; 

however, the terms and conditions, whether they are express or implied, are not jointly deter-

mined, and in terms of employee and employer obligations, they are not equal in terms of their 
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scope and coverage. In most cases the employer is in the dominant bargaining position because 

they are offering employment. In such situations, the employer is able unilaterally to determine 

how the common law duties of the employee are to be fulfilled. The common law duties of the 

employee, as listed above, appear to be clear and precise but are in reality open to considerable 

interpretation. In contrast to this, the common law obligations of the employer are imbued with 

the tenet of limited reasonableness: that is, the obligations imposed on the employer should not 

be unreasonable. Thus the general concept of reasonableness can only be tested in individual 

cases. As Hyman (1975: 24) argues, the status equality implied by the concept of self-determining 

individuals freely entering into contracts of employment is really status inequality because of 

the way the principles of equality before the law and freedom of entry operate in practice. Clearly, 

equality before the law belies the market power held by an employer. Individual equality before 

the law places firms that have access to necessarily expensive legal advice on the formulation of 

employment contracts and individuals bereft of such a capability on the same plane. As we 

pointed out earlier, within the contract of employment, freedom and equality are fused with the 

traditional status bias of employment, with the result that the reality of the employment relation-

ship is that, rather than being one of exchange between equals, it is one of subordination of one 

party – the employee – to another – the employer (see Bateman and Ors v ASDA [2010]).

Types of employment contract

Every employee has a contract of employment. However, as indicated above, not all workers have 

a contract of employment. Where an employer provides regular work, defines working hours, the 

place of work, determines holiday and sick pay arrangements, requires personal service, and 

deducts income tax and National Insurance through the PAYE system, the courts are predisposed 

to a finding that a contract of employment – and hence an employment relationship – exists and 

anyone engaged on these terms is likely to be an employee (however, see Methodist Conference v 

Preston [2013]). In contrast, a worker who is not an employee will often pay their own income 

tax and National Insurance contributions, decide when, where and how they work, be allowed to 

arrange for a substitute to undertake their work, and make their own holiday and sick pay 

arrangements. However, in addition to self-employed contractors and freelance IT specialists, 

journalists, consultants, and so on, some agency workers, casual workers and ‘homeworkers’ may 

be classified as having worker status rather than employee status. A contract of employment is 

not always written down in one document, and sometimes the contract may not be written  

down at all.

There are several types of employment contract, as detailed below.

Permanent, ongoing or open-ended contracts

This type of employment contract is assumed to continue until either side gives notice of an 

intention to terminate the contract.

Temporary contract

This type of contract has no specified duration; therefore it does not contain any restrictive fixed 

term, or limiting event. It often does not contain waivers, for example, the requirement that the 

employee waive their right to statutory protection in relation to redundancy. A temporary con-

tract may be made permanent and the time served under the temporary contract will constitute 

continuity of service. Hence, in the case of employment rights that are based on an employee’s 

length of service – for example, unfair dismissal, which is currently set at two years’ length of 

service – it is unnecessary for the employee to serve another full two years to acquire this protec-

tion. However, although the general principle is clear, it is a complex area of law subject to the 

particular circumstances of individual cases. This complexity, in many cases, is the result of the 

triangular nature of such temporary contracts, which involve the use of employment agencies. 

For example, in Dacas v Brook Street Bureau [2004], despite the claimant having worked for the 

same client for an extended period, she did not enjoy the status of an employee so, when her 

services were no longer required, could not claim unfair dismissal.
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Fixed-term or limited event contract

This type of contract has a specified duration: that is, a clear start date and a clear and unequivo-

cal termination date or event which occasions termination. Examples of this might include situ-

ations where employment is subject to ‘funding arrangements’ that are not renewable, a specific 

one-off project or matters such as maternity and paternity leave. Both parties to such contracts 

should be aware that the contract is not renewable once the event or date occurs. More significant 

than this, many employees who are subject to such contracts are required to waive their statutory 

protections against unfair dismissal and redundancy. The Employment Relations Act 1999 (ERA) 

now prohibits employers from using waiver clauses against unfair dismissal; however, redundancy 

waivers continue. Since November 2001, employees under such contracts have equal rights to 

those of permanent employees in terms of pay rates and pension provision. Further, the Fixed-

Term Employees (Prevention of Less Favourable Treatment) Regulations 2002 now provide that 

an individual who has worked on two or more such contracts over a period of four years has a 

right to a permanent contract.

‘Casual’, ‘spot’ or zero-hours contracts

Under this type of contract the employee must be available for work, but the employer does not 

have to guarantee work: for example, a retired teacher may be on call to cover for sick colleagues. 

Equally, banks use on-call staff to cover busy periods such as lunchtime, whereas the Post Office 

employs many casual workers at Christmas. In most situations this type of contract is mutually 

beneficial and not open to abuse; however, if a worker is required to be at work but clock off 

during slack periods – a practice once common in many fast-food outlets – zero-hours contracts 

are open to abuse. For example, such a worker could remain at the workplace for long periods 

yet have a very low rate of hourly pay owing to continual clocking off. In an effort to overcome 

some of the abuses of zero-hours contracts, a person employed on such a contract is now entitled 

to the national minimum wage/National Living Wage, whereas the Working Time Directive 

entitles the person to a paid holiday provided they worked during the preceding 13 weeks. The 

vast majority of individuals who are engaged under a zero-hours contract will be classified as an 

employee; however, some employers have attempted to argue that engagement under a zero-hours 

contract is compatible with worker status. The basis of this argument centres on the ‘mutuality 

of obligation’ between the employer and the worker or employee. If someone engaged under a 

zero-hours contract does not have regular hours of work and is able to decline offers of work 

and/or work elsewhere, there is unlikely to be a mutuality of obligation between the two parties. 

It is the presence of mutual obligation that creates the employment relationship establishing the 

employer and the employee (see Carmichael v National Power [1999]).

Key controversy

Recently changes have been made in relation to ‘zero-hours’ contracts which are intended to limit (if not ban) their 
use. One side argue that they are exploitative (especially when they include an ‘exclusivity’ clause); the other that they 
provide individuals with choice and the freedom to sell their labour on terms they desire. Consider how you view 
such contracts in the area of ‘contract cleaners’ and ‘computer software experts’. Is this an area suitable for legal regula-
tion or should the law leave these arrangements to the choices made by individuals and organisations?

This is a controversial area and the distinction between worker status and employee status is 

persistently criticised by the TUC and other employee groups. It has been the subject of much 

judicial comment and continues to cause concern amongst a wide range of organisations. Up 

to 9 million workers in the UK may have worker status, many of whom are arguably de facto 

employees, for example, long-term agency workers or temps engaged in one organisation. On 

the specific issue of  agency and temporary workers, the UK’s forthcoming adoption of 
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European Union directives may provide the basis of some improvement in employment protec-

tion.(see Stringfellow Restaurants Ltd v Quashie [2012] for a recent judicial discussion of the 

debates above). We have established that in the vast majority of cases the employer is the domi-

nant party in the employment relationship. This dominance enables the employer to determine 

many terms and conditions contained within the employment contract. In modern practice, the 

employer offers employment on ‘standard’ terms in most cases and the idea of equality of bar-

gaining power is one of the myths or symbols which generate obedience rather than a legally 

sustainable reality.

Box  Case Briefing 1

In April 2016, it was reported (http://businessdatabase.indicator.co.uk) that McDonald’s (one of the largest users of 
zero-hours contracts with some 80,000 members of staff on such terms) had taken a decision to offer them all a move 
to minimum-hours contracts. Was it really a good idea?

Such contracts do not increase rights to the NLW or holiday pay, because zero-hours contract workers are entitled 
to statutory minima. Further, unless an employee is over 22 and earns £10k the employer does not have to ‘auto-enrol’ 
the individual into a pension scheme. From a business perspective there may be no significant costs increase. A 
minimum-hours contract can state that the hours will be set at the employer’s discretion in order to meet business 
needs.

Key controversy

In 2016, the House of Commons produced a briefing pack on the introduction of the National Living Wage (distinct 
from the Living Wage, which is currently set at £8.25 (£9.40 in London). The research notes a concern that over 25s 
may be discriminated against in favour of younger, cheaper workers. Would employers taking such action fall foul of 
Section 39 of the EqA 2010? Could an employer objectively justify, on the basis of reduced costs as a legitimate aim, 
choosing to employ under 25s in preference to people over 25?

Terms within employment contracts

There are two types of terms and conditions within a contract of employment.

Express terms

These form an explicit part of an individual contract of employment. They are often referred to 

as the written terms and conditions of the contract that are included in the written statement of  

the contract. Any employee, irrespective of the number of hours they work, must be given a state-

ment of the written terms and conditions of their contract within two months – eight weeks – of 

starting work (s. 1(2) ERtsA 1996). The statement must include the following items:

● name and address of employer

● name of the employee

● date employment began

● place or places of work

● rate of pay or salary point. For lower-paid employees the rate must adhere to the statutory 

National Living Wage (from April 2016 £7.20 for workers over 25 but £6.70 for 21 to 24-year-

olds). This rate is adjusted annually by amounts which are determined in consultation with 

the Low Pay Commission.

http://businessdatabase.indicator.co.uk
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● Hours of work: as a result of the Human Rights Act 1998 it may be necessary for employers 

to specify the reasons for, frequency of and need to telephone employees at home. This legisla-

tion establishes that an employer does not have an automatic right to demand an employee’s 

home phone number unless the express terms of an employment contract state that an 

employee has a duty to be available outside normal working hours.

● Holiday entitlements: as a result of the working time regulations (WTRs) all full-time employ-

ees are now entitled to 28 days’ paid holiday, part-time workers on a pro rata basis.

Key controversy

Recently this right has attracted much discussion with regard to payment for these holiday periods. The issues of how 
the employer should deal with payment in relation to contractual overtime, voluntary overtime and commission 
continues to be debated within the courts (see Fulton v Bear v Scotland [2015]; Woods v Hertel (UK) [2015]; British Gas 

Trading v Lock [2016]).

● The situation with respect to temporary or agency workers is more complicated. All employ-

ees are entitled to a minimum of 28 days’ paid holiday, but to qualify for this an employee 

must work for an employer for 13 weeks. Temps employed by an agency are entitled to paid 

holidays if they work for 13 weeks. This is the case even if they move between different work-

places as long as the employment is continuous. The introduction of this right to paid holidays 

presented problems in relation to casual and part-time workers.

● Further confusion has arisen surrounding the right to holiday pay and/or accrued holiday 

time during periods of long-term illness or illness during a holiday period. Following recent 

cases there seems to be more clarity. The European Court held that untaken statutory holi-

day entitlement during periods of illness can be carried over but must be taken within 15 

months. This means that an individual cannot continually build up holiday leave by carry-

ing over unused time, each succeeding year (see KHS AG v Schulte [2011]). In terms of 

individuals who have given notice of holiday leave or are indeed on holiday leave when they 

fall ill the EAT has indicated that such holiday leave should be ‘returned’ to the individual 

and that it can be carried over (see Fraser v South West London St George’s Mental Health 

Trust (2011)).

● Sick pay arrangements.

● Notice entitlements.

● Pension rights, including auto-enrolment provisions.

● Details of the grievance procedure – including the identity of the person to whom the employee 

can apply for the purpose of seeking redress.

● Details of the discipline procedure.

● Job title.

● Period of employment if job not permanent.

● Details of any collective agreements which directly affect the terms and conditions.

Implied terms

These are terms and conditions that are not explicitly stated in an individual contract of 

employment but that are assumed to be included in the contract: for example, workplace custom 

and practice arrangements and the common law duties of the employer and employee (see the 

discussion above).
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Terms implied by statutory provision

These are terms and conditions that are incorporated into individual contracts of employment 

as either express or implied terms. Incorporated terms and conditions of employment include 

the statutory protections passed by the UK Parliament or the European Union. In English law, 

collective agreements negotiated between employers and trade unions through the process of 

collective bargaining are not legally binding. However, elements within collective agreements are 

legally binding if they are incorporated into individual contracts of employment: for example, 

working hours and pay rates.

Key controversy

The recent decline in the coverage and scope of collective bargaining has diminished the efficacy of ‘incorporation’ 
to such an extent that it is no longer a pertinent concept in this area. This might affect the overall ‘rights’ of both par-
ties and change the nature of the employment relationship. But do employers really benefit in a situation where 
individuals resort to employment tribunals to secure rights previously protected by collective agreements?

Continuation and changing the terms of employment

Employers are able to change terms and conditions of employment; however, employees have 

some rights if an employer seeks to change terms and conditions without consultation and agree-

ment. A unilateral change in pay rates represents a serious breach of contract, as does the unilat-

eral removal of a company car, reductions in holiday entitlements and suspension of an employer’s 

pension contribution. Employees can accept unilateral changes and work normally under protest, 

that is, object to the changes and seek to minimise the effects of the unilateral change. However, 

Robinson v Tescom Corporation [2008] IRLR 408 made it clear that such objection, even if in 

writing and following the wording suggested by ACAS, is still acceptance of the change. There-

fore, objecting to the new terms and conditions in writing and refusing to work to them when 

they are introduced later still amounts to gross disobedience, which may lead to summary dis-

missal. Such a dismissal could well be judged to be reasonable and fair under the ‘some other 

substantial reason’ provision (see discussion on termination below). This has the effect of allowing 

employees who object to the variation only one option: leave and claim ‘constructive dismissal’.

Continuation and statutory rights relating to employment 
contracts 

All employees have a contract of employment; equally, all employees receive some level of statu-

tory protection against arbitrary and unreasonable treatment by an employer. Statutory protec-

tion can be framed in individual terms, for example, protection against sexual and racial 

discrimination in the workplace; alternatively, rights may be collective, for example, the statutory 

procedure for trade union recognition introduced by the Employment Relations Act 1999.

Since 1995 all workers, either full-time or part-time, have been subject to the same day one 

statutory rights irrespective of how many hours they work. Statutory day one rights provide a 

minimum level of protection to all workers. Some workers may have additional contractual rights 

negotiated by their employer and a recognised trade union. In addition to day one rights, other 

rights depend on an employee’s length of service.

In 2010, the government brought together all the previous anti-discrimination legislation into 

one Act (The Equality Act 2010). The following sections develop an analysis of the rights included 

within that legislation in relation to the nine protected characteristics and the prohibited actions 

associated with them.
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Day one employment rights

Equal pay/equal value

Section 66(1) of the Equality Act 2010 (EqA) inserts an equality clause into contracts of employ-

ment that can be enforced by an employment tribunal. Under the EqA, terms within contracts 

of employment must be equal between the sexes. The equality clause enforces equal terms and 

conditions in the contracts of men and women in the same employment. The clause covers pay 

and all other contractual terms of employment. The EqA is applicable in three situations:

● Like work. Where men and women are employed to perform like work, that is, the same work or 

work that is broadly similar, men and women must receive the same rate of pay or be paid on the 

same salary scale. This is the case even if part-time men and women work fewer hours than full-

time men and women, that is, a part-time worker may compare themselves to a full-time employee.

● Work rated as equivalent under an analytical job evaluation scheme. Job evaluation describes 

a set of methods that compare jobs with the view to assessing their relative and comparative 

worth (see Chapter 13). The process of job evaluation ranks jobs based on rational and objec-

tive assessment of key factors – such as skill, effort and decision-making – from a representa-

tive sample of jobs in a particular organisation. The purpose of job evaluation is to produce 

a reasonable and defensible ranking of jobs. By formalising and making explicit the basis of 

payment systems and associated differences in pay levels, employers can expose discriminatory 

practices and remove them; for more detail on job evaluation see Chapter 13 in this text.

● Work that is of equal value, even though it is not like work or work covered by a non-discrim-

inatory job evaluation scheme in the same employment. Equal value is measured in terms of 

the demands upon the worker in terms of skill levels, effort and decision-making. If different 

work is held to be of equal value under these criteria then the two groups of workers must have 

the same pay levels. Pay is constituted in its widest sense and includes salary scales or pay rates, 

access to occupational pension schemes, redundancy protection, sick pay, travel concessions 

and other perks. In the 1980s, USDAW (the shop workers’ trade union) and the Equal Oppor-

tunities Commission successfully fought equal value cases on behalf of supermarket checkout 

workers, who are predominantly women, against delivery dock and warehouse workers who 

were predominantly men. An employer may defend an equal value case on the grounds that 

differences in pay between men and women are justified on the grounds of a genuine material 

factor that is both relevant and significant in the particular case. The fact that a particular 

group of workers who are predominantly women includes a male worker does not constitute 

a genuine material factor: that is, men who receive lower pay than other men employed in the 

same organisation are able to claim that their work is of equal value. For example, the presence 

of a ‘token’ male checkout worker or school lunch assistant appears insufficient to defeat a 

claim for equal value. In summary, a claim to equal pay for work of equal value normally 

involves women in comparison to men; however, the presence of lower-paid men cannot under-

mine a claim because men are also protected in respect of equal pay for work of equal value.

Discrimination/harassment – the protected characteristics and prohibited conduct

It is unlawful to discriminate against an employee, that is, to offer them less favourable treatment 

on grounds of any of the nine protected characteristics. In the following sections we note each 

and highlight specific human resource issues that may arise. Whilst s. 64 of the Equality Act 

covers discrimination in respect of terms and conditions including pay, ss. 39–41 cover discrimi-

nation in respect of selection, training, promotion, termination (e.g. selection for redundancy) 

or any other detriment in employment. The EqA applies equally to men and women except with 

respect to pregnancy provisions, and defines discrimination in four ways:

● Direct discrimination (EqA s. 13). For example, denying a person employment on the grounds 

of any of the protected characteristics is likely to be direct discrimination. Such discrimination 

is often said to be covered by the ‘but for’ description. That is, the treatment would not have 

been received ‘but for’ the fact of the characteristic.
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● Indirect discrimination (EqA s. 19). This category refers to apparently neutral job require-

ments, provisions, criteria, or practices that have a disproportional effect on individuals who 

possess the characteristic, for example, height requirements, dress codes or age and length of 

service requirements for promotion that may preclude married women with children from 

having sufficient length of service to apply by an upper age limit. Some cases of indirect dis-

crimination appear to be intentional, whereas other cases result from a failure to update 

human resource management procedures in accordance with the law: for example, dress codes 

that prevent women from wearing trousers (see Schmidt v Austicks Bookshops Ltd [1977] 

IRLR 360). An employer may choose to defend a charge of indirect discrimination on the 

grounds that the apparently discriminatory provision is a proportionate means of achieving 

a legitimate objective, what can be classed as objective justification for the provision, criterion 

or practice. For example, in selection exercises for the fire service candidates must be able to 

expand their lung capacity by a certain measurement. Many women applicants are unable to 

meet this requirement: hence it appears to have a disproportionate effect on women. However, 

many men are unable to meet the requirement. Lung expansion is a requirement of a fire-

fighter’s job because it plays a part in assessing whether or not a candidate would be able to 

escape from a variety of smoke-filled situations. Hence the requirement can be seen as a 

proportionate means of achieving a legitimate objective and therefore objectively justified. As 

Tolleys (2009: B2001) notes, ‘[a]s years go by, attitudes . . . alter and the courts have shown a 

willingness to take into consideration modern views and aspirations’.

● Victimisation (EqA s. 27). In terms of legal definitions this is a situation where a person dis-

criminates against another because that other has brought proceedings, given evidence, or 

indicated an intention to bring proceedings against the former under the various statutory 

provisions. The offence is committed by treating the individual less favourably than one treats 

other people on the broad range of issues covered with the Act. (See St Helen’s Borough 

Council v Derbyshire [2007] IRLR 540.) Harassment (EqA s. 26). This category covers verbal 

abuse, suggestive behaviour, or conduct that has either the purpose or the effects mentioned 

and are founded on the grounds of sex. Harassment and bullying occur when a person engages 

in such unwanted conduct which has the purpose or effect of violating another’s dignity, creat-

ing an intimidating, hostile, degrading, humiliating or offensive environment for that indi-

vidual. As an example, an employer who tolerates sexist jokes and/or pornographic images 

around the workplace might be said to have created an offensive environment, even if the 

employee is not able to claim that the remark or image was aimed specifically at them. A key 

factor in determining whether such behaviour does have the effects indicated is the perception 

of the victim and reasonableness. This does, however, give the tribunals some range for their 

decision. Recently it was held that telling an employee with depression that ‘everyone gets 

depressed sometimes, you just have to pull yourself together’ amounts to discrimination/

harassment arising from disability (see Wickers v Colchester Visionplus Ltd t/a Specsavers 

Opticians 2016). There is some area for the oversensitive individual. In Heathfield v Times 

Newspapers [2012], the EAT had to decide whether a Catholic could claim that the sub-editor 

at a newspaper twice shouting across the room ‘what has happened to the f****** Pope?’ 

amounted to harassment on the grounds of religious belief. The EAT held that adverse com-

ments were not always discriminatory, that in this case the statement was not anti-Catholic 

and that therefore no harassment had occurred, reinforcing the principle that reasonableness 

in the circumstances is a key element to be considered in cases brought under s. 26 of the EqA.

● Discrimination on the basis of  association or perception. The courts have been faced with 

issues surrounding discrimination against an individual (often the person with caring respon-

sibilities) who does not themselves possess the protected characteristic (see Colemen v Attridge 

Law [2008]). This is further complicated in cases where an individual is singled out because 

of the perception that they possess the characteristic (see English v Thomas Sanderson Blinds 

Ltd [2008]). It is clear from the decisions in both cases that the legislation does provide protec-

tion to the individual in both situations (see Collins et al. (2012) for further discussion).
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Racial discrimination and harassment

While previously this was covered under the Race Relations Act 1976 (as amended) it is now 

found within the Equality Act (2010) and the definitions of prohibited behaviour fall to be con-

sidered under the same provisions as indicated above. Examples of indirect racial discrimination 

in employment turn on the relevance of apparently race-neutral job requirements that have a 

disproportionate effect on ethnic minorities: for example, requirements that preclude candidates 

on the basis that their grandparents were not British, or English language requirements. If these 

requirements are unrelated to the job they may well be indirectly discriminatory. Racial harass-

ment in employment covers matters such as racial abuse, suggestive behaviour or the effects of 

tokenism. Certain types of employment are exempt from the provisions; for example, staff in 

specialised restaurants and community social workers who are required to speak particular ethnic 

languages may fall to be considered as legitimate aims for which the employer’s action is a pro-

portionate response.

Key controversy

Consider what areas/job roles it might be justified to exclude from the provisions of the EqA 2010. Why is their 
exclusion acceptable? (As a start, consider areas of social work such as child protection and rape counselling.)

Case Briefing 2

Look back at the opening case study. Was Stan the victim of discrimination?
In Kelly v Covance Laboratories Ltd [2015] EAT, the tribunal held, on much the same facts, that the individual required 

not to speak their native language (Russian) was not the victim of discrimination. The requirement was not because 
she was Russian but because the employer had reason to suspect that she was an animal rights activist. Hence the 
employer had a legitimate reason based on the achievement of a justifiable objective.

Maternity, adoption, and paternity rights

The rules and regulations in respect of maternity rights are very complicated. It is important that 

both the employer and the employee follow them carefully. Some employees have better maternity 

arrangements than the statutory arrangements; this is usually the result of collective bargaining 

arrangements in the workplace.

All women are entitled to maternity leave, which under the provisions of the ERgtsA was set 

at 26 weeks and was further extended by the maternity and paternity leave regulations to 52 

weeks, of which up to 39 weeks are paid maternity leave. In April 2007, paid maternity leave was 

extended to nine months and the government has made a further commitment to increase paid 

leave to one year. The entitlement to paid maternity leave is unrelated to the number of hours 

worked or length of  service. A pregnant employee must conform to the following 

requirements:

● provide written notice of pregnancy and due date;

● provide a medical certificate if requested;

● indicate the date the employee intends to begin leave – this cannot be before the 11th week;

● return to work within 39 weeks, which is the maternity pay period, or 52 weeks if the employee 

is taking a further 13 weeks’ unpaid maternity leave.
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Maternity leave may be extended if the employee is sick or has an illness related to confinement. 

The day one employment rights establish that employees who are either pregnant or on maternity 

leave cannot be dismissed or made redundant because of pregnancy or a pregnancy-related illness 

contracted or diagnosed as commencing before or after the birth of the child.

An employee who fulfils the following criteria is entitled to statutory maternity pay when:

● their average weekly earnings are at least equal to the lower earnings limit;

● the employee provides the employer with a maternity certificate giving the due date;

● they were employed up to and including the 15th week before the baby was due;

● they have stopped working;

● they have given the employer 28 days’ notice of their intention to stop working;

● at the end of the 15th week of confinement before the baby was due, the employee had worked 

for this employer for 26 weeks.

Statutory maternity pay is calculated on the basis of 6 weeks at 90 per cent of average earnings 

plus 33 weeks at 90 per cent of average earnings or the basic rate – currently £136.78 per week –  

whichever is the lower. After a period of maternity leave an employee is entitled to return to the 

same job they held before going on leave. In April 2007, provisions were introduced that allow 

employers to ‘keep in touch’ and for employees to undertake a limited number of work days in 

order to keep up to date. In relation to the former, it is now considered good practice for the 

employer to inform the employee of any vacancies that arise during the maternity leave period. 

HR managers ought therefore to make it part of the maternity procedure to ensure that they keep 

individuals on maternity leave informed. The same amendments to the regulations allow for a 

period of 10 working days during the maternity pay period when individuals could ‘return to 

work’ without losing the right to maternity pay.

After a great deal of pressure from family groups, trades unions and adoption agencies, the 

government enacted the Paternity and Adoption Leave Regulations (2002). These regulations 

provided, for the first time, rights to adoptive parents on the same footing as birth parents.

The same legislation introduced a period of 2 week’ paternity leave, which must be taken 

within 56 days of the date of birth. The leave can be taken either as two one-week blocks or as 

a single two-week block. It is intended to make arrangements for parents to choose additional 

paternity leave of up to 26 weeks – in simple terms sharing the 52 weeks’ family leave.

Further additions in this area include the introduction of shared paternity leave. Under this 

scheme the male partner may take part of the maternity leave period on the same terms as mater-

nity leave. Despite support from pressure groups, statistics show that a very small percentage of 

men have taken up this opportunity.

Key controversy

Commentators suggest that the reason for the very low level of uptake for shared leave is the low level of the pay-
ments. Should maternity and shared leave payments reflect actual salaries to encourage parents to make use of the 
provisions? Further to this, there are similar issues in relation to ‘childcare’ provisions. Employers complain that they 
are onerous; employees that they do not actually meet the costs they bear as parents. Should ‘childless’ people be 
taxed more to provide benefits for parents?

Disability discrimination

There are approximately 9 million disabled working age people in the UK but only one-third of 

that figure are actually in employment, while many more would like to work but are unemployed 

or in receipt of incapacity benefit. The Equality Act 2010 (s. 6) makes it unlawful for an employer 

to discriminate against applicants for employment or against employees who have a disability in 
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relation to job applications, promotion, training and contractual terms and benefits. The UK 

legislation has been influenced by both the Americans with their Disabilities Act and, more 

recently, the European Framework Equal Treatment Directive (FETD) 2000/78/EC (see ‘Current 

issues’ below for further discussion of the effects of the FETD).

There are two primary theories of disability, the most dominant of which has been the ‘medi-

cal model’. Under this model an individual is disabled as a direct consequence of a physical or 

mental impairment. The UK legislation is firmly rooted in the medical model and we are pre-

sented with a number of legal and HR policy options – basically aimed at improving individual 

circumstances and caring for those unable to adapt to their social environment by facilitating 

changes to that environment. The ECJ has advocated a broader approach to disability more in 

line with the social model. The adoption of this definition would open the coverage of anti-

disability discrimination legislation to a far wider group of individuals than a traditional medical 

model. In so doing it places responsibilities on employers to eliminate structural barriers to 

participation, develop programmes of integration and create working conditions of individual 

empowerment. This covers a wider group to include the ‘long-term sick’ and hence adds to the 

operating costs imposed on organisations.

The provisions of the UK statute cover all employees from permanent to casual. In addition, 

subcontract workers are also covered. The EqA is universal in application and the coverage of 

disability includes protection of employees with ‘asymptomatic’ conditions such as MS, HIV, 

ADDHS and some forms of cancer from the time they are diagnosed by a doctor. This provision 

detailed in the legislation is intended to cover the so-called hidden disabilities.

The EqA (s. 6) defines disability as mental or physical impairment that has a long-term and 

substantial adverse effect on the ability of an individual to perform normal daily activities. The 

legislation goes on in Schedule 1 to amplify this definition under several headings. First, the 

nature of impairment is broadly interpreted in terms of its daily impact on an employee rather 

than being confined to those that are recognised medical conditions, for example, HIV-positive 

status, schizophrenia, ADDHS and other forms of mental illness. Second, the requirement for a 

substantial effect rules out minor complaints such as hay fever or colour-blindness. Third, and 

related, a condition of impairment must last at least a year or the rest of a person’s life to qualify 

as a long-term effect. Finally, the ability to undertake normal daily activity covers issues such as 

the ability to hear and learn, comprehend the perception and risk of physical danger, continence, 

eyesight, hearing, manual dexterity, memory, speech and physical coordination.

The Act and subsequent case law outline the tests for disability discrimination:

● Less favourable treatment. As with other anti-discrimination legislation, the law provides for 

a range of prohibited acts. Contravention of this regulation results in an individual being 

considered to have received less favourable treatment. This situation arises when a disabled 

employee is able to demonstrate less favourable treatment – in comparison with an able-

bodied person – ‘because of something arising in consequence’ (EqA s. 15(1)) of their disabil-

ity that cannot be shown to be a proportionate means of achieving a legitimate objective (i.e. 

cannot be objectively justified) by the employer. An employer can defend a claim for disability 

discrimination on the grounds of less favourable treatment if they can demonstrate a relevant 

or substantial justification for the treatment.

● A duty to make reasonable adjustments. This duty (EqA s. 20) comes into play when the 

employer could be reasonably judged to know that an individual with a disability would be 

placed at a substantial disadvantage by their work arrangements or premises. In such a situ-

ation, a failure to make reasonable adjustments in the workplace may result in disability 

discrimination. In addition to this, an employer can no longer justify disability discrimination 

with a substantial reason; they must rather demonstrate objective justification for their action 

or lack of action.

● Harassment. It is unlawful under to harass a person for a reason that relates to the person’s 

disability.

● Victimisation. As one of the protected characteristics, in line with the others, the Act protects 

individuals who have asserted a statutory right or instigated proceedings under the legislation.
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Under the provisions of the EU Framework Employment Directive (FED), the UK extended the cover-

age of anti-discrimination legislation to include groups previously excluded or poorly covered. A 

good example of this relates to the lesbian, gay, bisexual and transgender (LGBT) community. These 

specific issues are all now subsumed within the EqA (ss. 12, 10 and 5, respectively) along with gender 

reassignment (s. 7), marriage and civil partnership (s. 8) and pregnancy and maternity (s. 18).

Sexual orientation

The EqA 2010 puts in place provisions which attempt to prohibit discrimination on the basis of 

sexual orientation. The Act defines sexual orientation as an attraction to a person of the same 

sex, the opposite sex or both, as such covering the whole of the LGBT community. In principle 

this means that all forms of discrimination can be based on the discriminator’s perception, even 

when that perception is not accurate, or when the perpetrators know that the individual is not 

lesbian, gay, bisexual or transgender (see English v Thomas Sanderson Ltd [2008] EWCA 1421). 

Further, individuals can be deemed to have discriminated against others when the action relates 

to someone with whom the victim of discrimination associates. Whilst direct discrimination can 

never be justified, the Act provides for objective justification of indirect discrimination in the same 

way as for other protected characteristics; similarly, harassment and victimisation are covered.

Religion and belief

The EqA 2010 includes the prohibition of discriminatory behaviour on the grounds of religion 

or belief. The FED does not contain any definition of ‘religion or belief’ and the UK government 

adopted a wide-ranging definition. By adopting a deliberately wide terminology (‘any religion’ 

and ‘any religious or philosophical belief’) the Act uses a concept in line with Article 9 of the 

European Convention on Human Rights. The effect of avoiding discrimination because of an 

individual’s religion or belief should not be discrimination against the non-believer – thus it is 

unlawful for a Christian employer to refuse to employ an individual of no belief simply on that 

basis. The regulations do provide for an objective justification defence where belief is a central 

part of the role under the same interpretation as is found in relation to indirect discrimination –  

objective justification. Case law has highlighted that this enactment is designed to cover identifi-

able groups (see Ewieda v British Airways plc [2009] IRLR 78) and that belief is separate from 

actions (see Chondol v Liverpool CC [2009] EAT1298/08 and Islington LBC v Ladele [2008] 

EAT1453/08). Both Ewieda and Ladele went to the European Court of Human Rights where the 

decision demonstrated that employers can objectively justify discriminatory behaviour (in the 

latter case based on the rights of others), but that the court will not simply agree with employer 

aims or ‘brand’ image.

This issue has continued to prove thorny for employers and tribunals. In Harron v Dorset 

Police [2016] the EAT held that the principal outlined in R (Williamson) v Secretary of  State for 

Employment [2005] when linked to the test set out in Grainger v Nicholson [2010] should not be 

used to set a bar that is ‘too high’, although the belief must relate to matters which are beyond 

merely ‘trivial’.

Key controversy

These cases raise questions such as, when rights clash, how should the decision on whose rights are protected be 
decided? (See the debates between Christian faith and sexual orientation in the cases above.)

Where a private company has a neutrality policy/rule that it consistently applies and which bans any visible signs of 
political, philosophical or religious beliefs, can they dismiss a Muslim employee who insists on wearing a headscarf?
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Age discrimination

Until October 2006 age discrimination was regulated by a voluntary code of practice but it is 

now regulated by s. 5 of the EqA. This makes it unlawful for employers to specify age when 

recruiting staff, promoting staff or training staff. Similarly, terms such as ‘youngish’, ‘recently 

qualified’, ‘under forty’ become unlawful unless an employer is able to provide a clear business-

related reason for the specification of the requirement. In addition, the cases suggest that adver-

tisements which seek ‘experienced’ workers will require careful wording and person specifications 

to ensure that it is clear that recruitment decisions are not made on the basis of  age and 

experience.

In addition to the above day one rights, all employees have the following day one rights where 

relevant:

● time off for trade union duties;

● protection against victimisation due to involvement in trade union duties – for example, unfair 

selection for redundancy;

● protection against victimisation due to involvement in health and safety activity;

● the right to itemised payslips;

● protection against unlawful deductions from wages and/or claims that relate to entitlements 

under the provision of the national minimum wage or the provisions of the Working Time 

Directive, for example, entitlements to paid holidays;

● written reasons for dismissal during pregnancy or maternity leave;

● time off for antenatal visits;

● Sunday working rights, where relevant;

● protection against victimisation for enforcing a day one or length of  service statutory 

right;

● disclosure of wrong-doing under the provisions of the Public Interest Disclosure Act (1998), 

that is, ‘whistle-blowing’. Such cases can be expensive for an employer because the public 

interest disclosure legislation does not impose a cap on tribunal awards. Connex, the train 

operating company, was ordered to pay £55,000 to a train driver who successfully demon-

strated his victimisation after he published concerns over safety risks. Of the amount awarded, 

£18,000 was for aggravated damages and injury to feelings. Connex declined to appeal the 

tribunal decision.

Rights that depend on length of service

Access to the following statutory rights is dependent upon an employee’s length of service, but 

is unrelated to how many hours they work:

● written statement of main terms and conditions of employment;

● written reasons for dismissal: two years;

● protection against unfair dismissal: two years;

● dismissal due to redundancy: two years;

● guaranteed lay-off pay: one month;

● medical suspension pay: absence or suspension from work on medical grounds – one month.

Employers are required to provide employees with the periods of paid notice listed in Table 10.1 

(below). Employers must give employees full pay for the notice period even if the worker is off 

sick or on maternity leave.
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Continuation: Discrimination in employment

As we have seen, employees have statutory protection against discrimination on grounds of all 

the protected characteristics and unequal treatment in stipulation of terms and conditions 

(including pay). However, the presence of discrimination in employment is still evident (see 

Dickens, 2005 for general discussion of the problem and Chapter 4 of this textbook for details 

of the relative positions of women and members of ethnic minorities in the labour market). There 

are three possible explanations for the continued presence of discrimination in employment.

First, much discrimination goes unreported and is tolerated by employees, who feel that they 

have no voice mechanism to complain about such treatment; this is particularly the case in small 

firms and some non-union employers. That is, some employers know that they are breaking the 

law, but hope to get away with ignoring it. However, it is necessary to point out that, even in 

workplaces that have collective bargaining and otherwise well-ordered HRM policies, discrimi-

nation may still occur.

A second explanation for the continued presence of discrimination relates to the rather limited 

nature of employment protection legislation during the 1980s. For much of its period of office 

the Conservative government operated differential employment protection legislation for full-

time and part-time workers. However, many claims against this type of discrimination, unequal 

pay and indirect sex discrimination, lodged on the basis that more part-time workers were 

women than men, remain in the process of redress and resolution.

In an effort to reduce discrimination between full-time and part-time employees, the Part-

time Workers’ (Prevention of Less Favourable Treatment) Regulations came into force in July 

2000. These regulations state that part-time workers should receive the same pay rates as full-

time colleagues and receive the same hourly overtime rate once they exceed normal working 

hours. In addition to these equal rights, part-time workers must receive the same holiday, mater-

nity and paternity leave entitlements as full-time colleagues on a pro rata basis. Finally, part-time 

workers must be included in the provision of workplace training; that is, there must be a single 

framework for training in the workplace and not separate sets of arrangements for full-time and 

part-time workers. The regulations, although a marked improvement on the previous situation, 

remain limited.

A third explanation for the emergence of newly defined forms of discrimination in employ-

ment is the UK’s further integration within the EU and the adoption by the Labour government 

of the EU’s Social Charter of employment and social rights in 1997. This accession further 

exposed the limited protection provided for many British employees. The EU regulations also 

encourage the use of more permanent arrangements by requiring that individuals who have 

worked on two or more fixed-term contracts over a continuous period of four years (the 2 + 4 

rule) become permanent employees.

The issue of workplace bullying further demonstrates the limited nature of the UK’s discrimi-

nation and employment protection laws. It has been reported that every year 18.9 million 

Length of service Notice Length of service Notice

4 weeks–2 years 1 week  7–8 years  7 weeks

2–3 years 2 weeks  8–9 years  8 weeks

3–4 years 3 weeks  9–10 years  9 weeks

4–5 years 4 weeks 10–11 years 10 weeks

5–6 years 5 weeks 11–12 years 11 weeks

6–7 years 6 weeks Over 12 years 12 weeks

Table 10.1  Minimum notice periods
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working days are lost as a direct result of workplace bullying, costing the UK economy some £6 

billion (see www.bullyingatwork.com). Equally disturbingly, it is clear that many organisations 

either do not have a policy on bullying or do not follow any policy when it is reported. Despite 

this feeling of an increase in bullying at work, it is still not specifically categorised in employment 

legislation, and while the practice may constitute discrimination or indirect discrimination, in 

other cases employees may have to resign and possibly lodge a claim for constructive dismissal.

It is important for the HRM practitioner to note that an employer is liable to defend an allega-

tion of discrimination in the workplace and act upon it even if  the employer is not directly 

responsible for it but where another employee is responsible for the discriminatory behaviour. 

As some cases in City of London financial institutions demonstrate, it is not sufficient for an 

employer to argue that racist and sexist behaviour constitutes workplace ‘banter’ or that they 

were unaware that such behaviour occurred or that it is not discriminatory because all employees 

are subject to it.

The main themes that emerge from this part of the chapter centre on three issues, each of 

which is pertinent to the HRM practitioner. First, statutory protection is updated at Parliamen-

tary or EU level and it is essential that HR managers audit and monitor workplace practices and 

procedures that are likely to be affected by new legislation. Second, workplaces that have proce-

duralised systems for HRM must be vigilant and act quickly to prevent apparently one-off inci-

dents developing into persistent behaviour consistent with emergent bullying or harassment. 

Finally, much remains to be done in order to remove discriminatory practices in the workplace, 

and it is clear that the discrimination agenda gets not only longer but also wider as new areas of 

activity have been drawn into the scope of existing measures. For example, the extension of equal 

pay legislation to cover pension entitlements, and, before that, in the 1980s, the introduction of 

the equal value amendments for work of equal value to an employer in terms of skill, effort and 

decision-making.

Key controversy

It is argued above that membership of the EU has driven UK anti-discrimination law. Some suggest (CBI, IoD, FSB) that 
the UK ‘gold-plates’ the legislation in a way that disadvantages UK businesses in terms of competition with organisa-
tions based in other EU member states.

Termination of the employment contract

Employment contracts can terminate in a variety of ways, for example, job redundancy, volun-

tary resignation, death in service, non-renewal of a fixed-term contract and termination (sum-

mary or otherwise) due to conduct – ‘the sack’. This part of the chapter examines the issue of 

termination due to dismissal under the headings of fair dismissal, unfair dismissal, wrongful 

dismissal and constructive dismissal.

Fair dismissal

The days of ‘at-will’ contracts of employment, when employers could sack people for any or no 

reason arguably came to an end with the introduction of the concept of ‘unfair dismissal’ in the 

Industrial Relations Act 1971 (IRA). Since then employers can be required to demonstrate that 

the termination was for one of the reasons listed in s. 98 of the ERtsA 1996. In general, it is cor-

rect to say that, to be fair, a dismissal must be contractually lawful, not in breach of any con-

tractual provision and lawful according to statute. In most situations when an employee is 

http://www.bullyingatwork.com
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dismissed, the reasons for the dismissal are likely to be fair. An employer can fairly dismiss an 

employee on several grounds; dismissal is likely to be fair if it relates to the categories shown in 

Figure 10.2:

● Employee conduct (s. 98(2)(b)). Theft or fraud in the workplace, gross insubordination, fight-

ing, and so on.

● Redundancy (s. 98(2)(c)). Where a job is classed as redundant under s. 139 meaning that the 

employee is dismissed due to job redundancy through no fault of their own and has been 

correctly consulted about the situation and fairly selected for redundancy via an agreed pro-

cess of selection. If an employee has two years of continuous service with the employer, they 

must be compensated for the redundancy.

● Capability and qualifications (s. 98(2)(a)). An employer can fairly dismiss an employee on 

these grounds but must demonstrate that dismissal relates to job capability, not the employee. 

For example, to obtain dismissal due to capability on the grounds of illness or disability an 

employer must demonstrate that they have already made changes to the work situation of an 

employee and cannot make further changes. Without this evidence the employee may have a 

claim under the Equality Act (s. 6) for disability discrimination. If an employee has falsified 

their qualifications or if they lose a practitioner qualification, for example, by being struck 

off the medical register if they are a doctor, dismissal is likely to be fair. If an employee is 

deemed to be incompetent it will be necessary to demonstrate this, for example, that they have 

been through an internal disciplinary procedure and been given a reasonable opportunity to 

improve their performance but failed to do so.

● Contravention of  a duty or restriction imposed under or by an enactment (s. 98(2)(d)). For 

example, if an employee is a driver or needs to be able to drive to perform their job, the loss 

of a driving licence is likely to be a fair reason for dismissal. Similarly, if there is another legal 

requirement that the employee can no longer meet, dismissal is likely to be fair; for example, 

for deep sea divers there are strict age and hours limits due to health and safety considerations. 

Equally, lorry drivers may have to pass eyesight checks and pilots meet strict health require-

ments. While dismissals may be fair in some situations, an employer may be expected to offer 

the employee another job. This is more likely if the firm has a collective bargaining agreement 

with a trade union.

● Some other substantial reason (s. 98(1)(b)). Here an employer must demonstrate, in a case 

where a dismissal is disputed, that the dismissal, while it does not relate to the categories listed 

Figure 10.2  Potentially fair reasons for dismissal.
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above, is nonetheless fair and reasonable. Often this will be connected to reorganisation and/

or variation of contractual terms (for an example, see Robinson v Tescom Corporation [2008], 

Bateman v ASDA [2010] and Lund v St Edmund’s School [2013]).

Unfair dismissal 

As distinct from ‘wrongful dismissal’ (see below), unfair dismissal is a statutory creation based 

originally in the IRA 1971, and now found in ss. 94–132 of the ERtsA 1996. Where an employee 

believes that they have been dismissed unfairly they have the right to lodge a claim at an employ-

ment tribunal (s. 111) and seek compensation, re-engagement or reinstatement. In order for us 

to understand the process of presenting a claim it is possible to break it down into a number of 

issues and indicate on whom the burden to prove these issues falls:

Issue Burden of  proof

1 Qualification (an employee with 12 months’ service) Employee

2 Dismissal (under ERtsA s. 95) Employee

3 Reason (under ERtsA s. 98) Employer

4 Reasonableness (under ERtsA s. 98(4)) Neutral

Source: Adapted from Jefferson 1997.

By ss. 94 and 108 all employees with 24 months’ service are given the right not to be unfairly 

dismissed. Whilst these points are not often difficult to prove, the development of ‘flexible’ 

working arrangements, including the extension of the use of casual, part-time and/or fixed-

term contracts, has led to the development of extensive case law on the issue of status. As we 

noted above, the existence of  a contract of  employment is critical in deciding what legal 

protection is afforded to individuals. From a legal perspective, this debate concerns the label-

ling of the relationships for the provision of labour. Freedland (2003) argues that we need to 

remove the classifications of ‘employee and worker’ and adopt a broader definition of ‘depend-

ent labour’ thus extending the range of protective legislation. Njoya (2007) suggests a legal 

solution based on the concept of property rights developed from the decision of Hawkins J 

in Allen v Flood [1898], which postulates a regime of protection based on ‘the full benefit of 

the valuable interest they (workers) have in a probable expectation of continuing employment’ 

([1898] at 16).

Explore Would giving workers ‘property rights’ actually address the key issue in unfair dismissal, that is, 
reasonableness, or simply make it more difficult to dismiss workers? See the discussion below on 
‘employee shareholders’ before developing a response.

The courts have adopted, at various times, both a wide and a narrow interpretation of the con-

cept of status. It was possibly seen at the broadest in Dacas v Brook Street Bureau [2004] in which 

the Court of Appeal established that a temporary/agency worker could become an employee of 

the client company, despite a clause in the agreement to the contrary. These relationships can be 

visualised as ‘triangular relationships’.

Whilst these arrangements provide numerical, functional and financial flexibility for the client 

company (CC), they provide no security for the worker (W). In this model, while there are plenty 

of contracts floating around, the worker is not regarded as an employee of either of the other 

parties because none of these contracts is a contract of employment. These ‘temp’ workers began 

to receive some form of protection in the late 1990s as the courts sought to identify an ‘umbrella’ 
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contract of employment. Using this idea in McMeechan v Secretary of  State for Employment 

[1997] ICR 549 the Court of Appeal determined that, in specific circumstances, there could be 

two contracts between the worker and the employment business: (a) an ‘umbrella contract’, 

referred to as ‘being on the books’, and (b) separate contracts for each assignment. They felt that 

the latter was more likely, but that if sufficient assignments were undertaken over a long enough 

period of time the ‘umbrella contract’ would make the worker an employee of the employment 

business (see also the decision in Consistent Group Ltd v Kalwak [2008] IRLR 505). In Dacas, 

on similar facts, they reached the conclusion that the ‘umbrella contract’ would be with the client 

company, a decision that presents more acute problems for HR managers in terms of workforce 

planning and flexibility. The key issue, in both circumstances, appeared to be the length of time 

the worker had been engaged either as ‘on the books’ or within a specific client company. This 

length of service, it was held, creates obligations – notably based around issues of control and 

payment – for one or other of the organisations in relation to specific workers. The courts have 

now decided that such an ‘umbrella contract’ can only be implied where it is necessary to give 

the arrangement business sense (see James v London Borough of  Greenwich [2008] IRLR 302). 

HR managers can at present, therefore, develop flexibility plans which make extensive use of 

‘temps’ without fear that these people will gain employment protection rights in relation to their 

organisation; that is, pending the next twist in this complex debate. This twist may come in 

relation to the development of the discussions about ‘vulnerable workers’ currently in progress 

and focusing on changes made by the Employment Act 2008 in relation to Employment Busi-

nesses and Employment Agencies. BERR (2008) noted that there are some 16,000 agencies mak-

ing use of between 1.1 and 1.5 million temporary workers, that a larger proportion of the UK 

workforce (some 5 per cent) engages in temporary employment than in our major EU competi-

tors (an average of 2.25 per cent), that some 225,000 of these workers are regularly on assign-

ments of less than one week, while 55 per cent of engagements are for less than 12 weeks. The 

report suggests that while a cornerstone of the recent achievements in the UK economy has been 

secured through the application of flexible workers, the vulnerable agency workforce is signifi-

cantly slanted towards members of the minority ethnic groups. The results of this wide-ranging 

discussion can be seen in ss. 8–18 of the Employment Act 2008, which address issues of minimum 

wages, enforcement of existing protections, and information sharing between agencies. Despite 

these changes, the approach can still be described as ‘light-touch’ in terms of regulation of this 

sector, which reflects a policy towards vulnerable workers that conflicts with any move to provide 

substantive rights for agency workers or a change in the government’s extended opposition to 

the implementation of the EU Temporary Agency Worker Directive (Wynn, 2009).

A similar story can be told in relation to homeworkers. While the current case law tends to 

involve textile workers (see Nethermere of  St Neots v Gardiner [1984] ICR 612) or assembly 

workers (see Airfix Footwear Ltd v Cope [1978] ICR 1210), the arguments can be extended to 

cover casual workers (see O’Kelly v Trust House Forte [1983] ICR 728). Indeed, it is possible to 

note that the two most litigated issues in the last decade, especially in relation to status, concern 

Figure 10.3  Contractual status of workers in triangular employment relationships.
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‘temps’ and ‘casual/homeworkers’. For twenty-first-century HR managers these issues are likely 

to be more related to individuals using information technology at home as a means of managing 

work–life balance issues. Removing the work (and hence the worker) away from the normal place 

of work allows the individual to gain more self-control over pace, timing and organisation of 

work and increases the likelihood that the courts will view the relationship as a contract of 

services rather than of service. The issue of status therefore continues to turn on the implied 

obligation of mutual trust and confidence (Brodie, 2008). Whether the HR manager is dealing 

with a casual worker, a homeworker or a temporary worker provided by an employment business, 

it is arguable that the application of this obligation is consistent with the protection of people’s 

‘dignity, autonomy, respect, status or security’ (Oliver, 1999: 86); values upon which the modern 

(ethical) HR manager would place importance and significance.

Job security in these terms can be defined as the right to have access to remedies for unfair 

dismissal, wrongful dismissal, discrimination, and harassment, As Deakin and Morris (2012) 

suggest, ‘[t]he key to the meaning of employment security is the existence of some form of regu-

latory intervention designed to protect workers against arbitrary managerial decisions’ (2012: 

338). Despite pressure from various interest groups and trades unions, such protection within 

UK law is hard to identify, leaving much of the responsibility for ensuring this vulnerable section 

of the workforce enjoy the dignity, respect and security afforded to other workers in the hands 

of business leaders; a particular challenge for CIPD qualified, ethical HR managers.

Having demonstrated that the individual is qualified to make a claim, the next issue is whether 

or not there was actually a dismissal. Section 95(1) lists three situations in which a dismissal will 

be deemed to have occurred:

● the contract under which he is employed is terminated by the employer (with or without notice);

● he is employed under a limited-term contract and that contract terminates by virtue of the 

limiting event without being renewed under the same contract; or

● the employee terminates the contract under which he is employed (with or without notice) in 

circumstances in which he is entitled to terminate it without notice by reason of the employer’s 

conduct (s. 95(1) ERtsA 1996)

Where the employer has followed a dismissal procedure, a redundancy procedure, or formally 

written to the employee stating that the contract is terminated, proof that the situation meets 

the requirements of sub-section (1)(a) is not difficult. In many cases, the same can be said of 

sub-section (1)(b). The final definition relates to what is commonly referred to as ‘constructive 

dismissal’ and poses many more difficulties. In these situations, the employee has to show that 

the employers’ behaviour was such as to amount to a ‘repudiation’ of the contract – put simply 

that the employer no longer intends to be bound by the terms of the contract. There is extensive 

case law on this issue, which is founded on the decision in Western Excavating (ECC) Ltd v Sharp 

[1978] IRLR 27. In order for an employee to be able to mount a successful claim for constructive 

dismissal, four circumstances must be proved:

● There must be a breach of contract by the employer.

● That breach must be sufficiently important to justify the employee resigning, or else it must 

be the last in a series of incidents which justify his leaving.

● The employee must leave in response to the breach and not for some other, unconnected reason.

● The employee must not delay too long in terminating the contract in response to the employ-

er’s breach; otherwise he may be deemed to have waived the breach. (Adapted from Harvey 

on Industrial Relations and the Law, vol. 1, section D1 @ [403])

It is clear therefore that it is insufficient for the employee to terminate the contract because the 

employer has acted unreasonably. Rather, the conduct needs to be a breach of a fundamental 

term of the contract of employment. Unless the individual can demonstrate that there has been 

a breach of the fundamental terms of the contract they are unlikely to succeed with a claim for 

unfair constructive dismissal.
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Attention then turns to the stated reason for the dismissal, which, in order to be potentially 

fair, has to be one of the six reasons detailed above. In many cases, this is not at issue as the 

employer will have stated in the letter of termination what the reason was, or the employee will 

have indicated the reason for his resignation on the claim form. The tribunal must then decide 

whether the employer acted reasonably or not in treating the reason as a sufficient cause for 

dismissal. However, as pointed out earlier in the chapter, many aspects of employment law turn 

on questions of interpretation and the reasonableness of a particular interpretation. So while an 

employer may deem a dismissal fair, an employee may disagree. If the details of a particular case 

do not meet the criteria for a potentially fair dismissal then the dismissal is unfair. In some cir-

cumstances, a reason for dismissal may be fair yet the dismissal may have been conducted in an 

unfair manner, that is, a dismissal may be procedurally unfair. Hence, if there are internal pro-

cedures that should be followed that relate to grievance and discipline in the workplace, it is vital 

that an employer follows these procedures and is further able to demonstrate to the employee, 

their representatives and a tribunal that they have done so.

Unfair dismissals that relate to discriminatory behaviour, including those for unequal pay and 

those that relate to pregnancy, are automatically unfair and remedies are available to employees 

as day one rights. Other situations where no length of service is necessary to claim unfair dis-

missal include those that relate to trade union membership, participation in lawful industrial 

action that lasted less than eight weeks, participation as an employee representative for purposes 

of consultation (where there is no trade union presence), refusal to work on grounds of health 

and safety or where an employee seeks to assert a statutory right.

Wrongful dismissal

A wrongful dismissal is a dismissal that is in breach of contract, for example, dismissal without 

notice or a failure to pay all due wages and remuneration during the notice period. It is settled 

law that the damages awarded for wrongful dismissal are the amount equivalent to that which 

would have been due in wages, together with the value of any fringe benefits, during the period 

between actual termination and when the contract could have been lawfully terminated (see 

Silvey v Pendragon plc [2001] IRLR 685).

Constructive dismissal

As indicated above, claims for constructive dismissal are risky because an employee has to satisfy 

a tribunal that they had no alternative but to leave, and in the majority of cases it is unlikely that 

the employee will get their job back.

Redundancy rights

Under current legislation – ss. 105 and 162–170 ERtsA – employees require two years of continu-

ous service in a particular employment to qualify for a lump sum compensation award. Such 

compensatory awards are detailed within the statutory provision in relation to age and years of 

service on the effective date of termination (EDT). For each complete year of service under the 

age of 22 they will receive half a week’s pay. This increases to one week’s pay for each completed 

year of service during which the employee was aged between 22 and 41 and rises to one and a 

half week’s pay for each completed year of service during which the employee was over the age 

of 41. Redundancy payments and unfair dismissal compensation are unaffected by the number 

of hours an employee works, but the statutory limit for one week’s pay is currently £450, only 

the best 20 years’ service count, the basic award is capped at £13,500 and redundancy payments 

up to the value of £30,000 are tax free. An employer must make the payment as soon as the 

employee is dismissed.

Employers are required to consult the workforce about redundancy and, where a trade union 

is recognised, it must be consulted in specific circumstances. In non-union workplaces employers 

must establish a representative body of the workforce to consult over redundancy, for example, 
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multinational corporations may use existing European Works Councils for this purpose. The 

employer must consult with the consultative body or the trade union, giving information as to the 

reasons for redundancy, the numbers involved, mechanisms to minimise the numbers affected, the 

grades of job affected, the method of determining which jobs are redundant and how any pay-

ments that supplement the statutory requirements are to be worked out. If an employer has col-

lective bargaining it is likely that there will be an established redundancy procedure negotiated 

with the trade union. Whilst there is a statutory period for consultation that relates to the number 

of jobs being made redundant, the timing of these consultations is often a matter of dispute. The 

statute (Trade Union and Labour Relations (Consolidation) Act 1992 ss. 188–196 – TULR(C)A) 

provides that if over 100 jobs are made redundant from an establishment within the period of 

90 days the employer must consult over a 45-day period, but only 30 days of consultation are neces-

sary where the number of job redundancies is fewer than 100. Throughout the consultation period 

an employer must seek alternatives to job redundancy and act in good faith. Both these issues are 

controversial. Many trade unions argue that it is easier to dismiss British employees than employ-

ees in other EU nations because consultation occurs once the decision to make jobs redundant is 

taken rather than before the decision is made, as is required by law in most other EU nations.

Box 10.1 Unfair dismissal?

Zeena has worked for the organisation for many years and is seen as a good employee. Her line manager, Yvonne, 
received information that she was giving ‘staff discount’ to members of her family not covered by the agreement 
between the company and the staff association. When Yvonne spoke to Zeena about this she admitted that she has 
done this on more than one occasion. Yvonne dismissed her with immediate effect. Yvonne has also recently dismissed 
Wallace who, following a road traffic accident, had been off sick. He is expected to make a complete recovery but 
Yvonne decided they could wait no longer for his return.

Wallace is complaining bitterly and threatening legal action because he feels he should have been allowed to have 
a friend with him to plead his case in the meeting with Yvonne, in which he was told he was to be dismissed, and, 
besides, Yvonne should not have acted without a medical report. Zeena claims she was unfairly dismissed.

● Based on what you have read, do you think either claim would be successful?

● Why have you arrived at this conclusion?

The first section of this chapter, ‘The contract of employment’ detailed the contractual and 

statutory rights of employees; the following section ‘Discrimination in employment’ examined 

the continued presence of discrimination. This part of the chapter has illustrated how employers 

can fairly dismiss employees and how employees can respond by making a claim to an employ-

ment tribunal. The next section examines the issues that relate to the enforcement of employee 

rights in the employment relationship.

Enforcement of contractual and statutory employment rights

For the vast majority of employees, enforcement of employment rights is not an issue. Good 

employers, large and small, ensure that employment contracts reflect existing and new employ-

ment rights. In general, larger employers are likely to have a dedicated human resource manage-

ment function to do this and in some cases they are likely to recognise trade unions for the 

purposes of individual and collective representation. This union presence is likely to ensure that 

terms and conditions of employment and internal procedures reflect employee rights, be they 

contractual or statutory. However, some employers do seek to short-change employees by 
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withholding certain rights, such as the minimum wage, or subjecting employees to arbitrary and 

unreasonable treatment.

If employees feel that a contractual or statutory employment right is absent, incorrectly pro-

ceduralised, or not enforced, they have three main options: discuss the situation with a supervi-

sor, line manager or the HRM advisor, which may result in corrective action; raise their grievance 

through their trade union representative or other employee representative; or, more commonly 

in cases of alleged unfair dismissal, instigate proceedings against their employer or former 

employer by making an application to an employment tribunal. In many cases, such an applica-

tion may be sufficient to persuade the employer that they need to take corrective action. However, 

some cases will go to tribunal either because the dispute cannot be settled in any other way due 

to employer intransigence or because an employer feels that the case must be defended because 

of its future implications for themselves and other similar employers.

Employment tribunals are now long established and operate as specialist employment ‘courts’. 

Tribunals are meant to be less formal than other courts, but over the years they have become 

increasingly legalistic and much more time-consuming, particularly in situations where a test 

case is being heard. Virtually all claims in relation to the employment relationship are heard in 

tribunals; however, some claims for wrongful, constructive and unfair dismissals that involve a 

breach of contract may be heard in civil courts.

The following discussion relates to the existing situation taking into account the changes to 

the system from 2014. The system operates by requiring the individual to obtain a uniquely 

numbered certificate from ACAS before they can issue a claim that will be accepted by the tri-

bunal office. Simply, the process will be as follows: the individual will contact ACAS using a 

simple electronic form that merely includes their name, address and contact details. ACAS will 

contact the individual within 24 hours seeking further details, confirming that they wish them 

to contact the employer, and arranging for further contact. Interestingly, if they decline to have 

discussions with their employer ACAS will simply issue the numbered certificate and things will 

progress as always towards the tribunal When there is agreement, the ACAS conciliation officer 

will contact the employer and seek an agreement/settlement between the parties meaning that 

no tribunal claim is issued, no fee is payable and both parties save the cost of solicitors. The regu-

lations proposed envisage that once contact is made with ACAS the ‘time limitation’ clock will 

stop, allowing time for the discussions to take place without the pressure of the limitation period 

being used. In conjunction with this we should also note that there will be a process of remission 

of fees based on the traditional civil court system, which exempts individuals in receipt of specific 

benefits, one of which is Job Seekers Allowance. The government is already looking at how this 

will apply to the regime of Universal Credits.

In terms of the role of human resource managers this will add a new dimension, or increase 

an existing role – especially for generalists in small/medium organisations. ACAS will deal 

directly with the organisation rather than as at present with the legal representatives. It can 

therefore be seen to build on the preference to pursue enterprise-confined mediation and remove 

the need for solicitors to be contacted. In some ways it can be seen to extend and supplement the 

idea of confidential negotiations before termination

The ET, which needs to be completed and submitted electronically, will contain details of the 

employee’s claim and the remedy they are seeking – reinstatement, re-engagement or compensation. 

Along with the form, the claimant is required to send an issue fee in line with the table below.

Fee type Issue fee Hearing fee Total

Type A £160 £230 £390

Type B £250 £950 £1,200

Source: http://www.legislation.gov.uk/ukdsi/2013/9780111538654.

Table 10.2  Data Source: The Employment Tribunals and Employment Appeals Tribunals Fees 
Order 2013

http://www.legislation.gov.uk/ukdsi/2013/9780111538654
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Type A cases will be those relating to ‘small’ sums of compensation or straightforward claims 

such as unlawful deduction from wages, holiday or notice pay disputes, and so on. The more 

common jurisdictions – unfair dismissal, discrimination, equal pay and redundancy pay, and so 

on – will be classed as Type B claims and therefore attract the higher charging band. The Enter-

prise and Regulatory Reform Act (2013) introduced further changes with the removal of case 

management decision meetings and pre-hearing reviews. These will be replaced with a single 

preliminary hearing which will have more powers to strike out claims seen to have little prospect 

of success and impose deposit orders of up to the new limit of £1,000. More cases will be decided 

by an employment judge sitting alone (this does not apply to discrimination cases), there will be 

a more stringent ‘paper sift’ in order to exclude ‘weak’ cases and a new regime of penalties will 

be imposed on employers who defend cases with little prospect of success. The tribunal service 

will send the ET1 and an ET2 to the employer or to the former employer; the ET2 summonses 

the employer to appear before the tribunal. The employer must also complete an ET3, stating 

their side of the case and return it to the tribunal service within 28 days of the date it was sent 

to them.

In 2012, the number of tribunal applications stood at 186,300 (Employment Tribunal Service 

Annual Report 2012). Whilst changes are spread across a number of jurisdictional areas, notable 

increases were seen in the areas of TUPE and discrimination on the grounds of religion or belief. 

These changes seem difficult to stop because as employers and government address one area, 

other areas increase. Employers continually claim that many of these applications are frivolous 

or vexatious. It is too early to say if the introduction of costs of up to £20,000 for making and 

losing will have a long-term effect. The median amount awarded as costs in 2012 was £5, the 

average £1,292, with the highest being £36,466.

The statutory award for unfair dismissal is made up of two components. First is the basic 

award of up £479 for each year of completed employment (making the maximum 30 * 479 =

£14,370) and second is the compensatory award of up to a maximum of £78, 962 (making the 

maximum combined award £93,332). The legislation now limits the award by setting the maxi-

mum as the above figure or 12 months’ salary, whichever is the lower.

However, in cases that relate to discrimination there is no upper limit on tribunal awards. For 

example, the average and highest awards in 2011/12 were:

Jurisdiction Highest Average

Race discrimination £4,445,023 £102,259

Sex discrimination £89,700 £9,940

Disability discrimination £390,871 £22,183

Religious discrimination £59,522 £16,725

Sexual orientation £27,473 £14,623

Age discrimination £144,100 £19,327

Unfair dismissal £173,408 £9,133

Source: ETS Annual Report 20/09/2012.

While the maximum compensation awards may seem large, the table shows that the average 

award is much lower in the majority of cases. The figures (ACAS, 2016) show that some 

80 per cent of unfair dismissal claims never reach the tribunal – being either conciliated or with-

drawn prior to the hearing – and of those that get to the tribunal only 20 per cent are successful. 

In those cases compensation, as opposed to re-employment or re-engagement, is the preferred 

remedy of most tribunals. Tribunals are not, it would appear, the easy ‘lottery win’ for those who 

make a claim. Indeed, with the introduction of fees the number of claims has reduced by approxi-

mately 80 per cent and the trade union UNISON continues a legal challenge to the introduction 

of fees, claiming that they amount to a barrier to access to justice.

There is, in addition to these arguments, evidence that employers, and small employers in par-

ticular, lack confidence on the issue of employee rights. Edwards et al. (2003) in a survey of SMEs 
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found that, despite the growth of legislation, the impact on this sector appears relatively small. They 

wonder whether this is a result of lack of awareness rather than lack of impact. It is arguable that 

no better example of ‘arbitrary managerial decisions’ (Deakin and Morris, 2005) can be found than 

in the areas of grievance, discipline and dismissal. Despite extensive case law, this area remains one 

of the largest single areas of dispute and tribunal workload. Placing more emphasis on internal reso-

lution enhances the role and duties of the HR function in handling disputes within the workplace.

What is missing is a realisation that discipline and grievance may represent a form of reactive 

conflict which stems primarily from the deteriorated state of the relationship between the parties 

(Lewin, 1999) and that workplace conflict resolution mechanisms need to address the imbalance 

of power within organisations. What appears to have been created by regulation is a ‘new era in 

unfair dismissal law in which “economy prosperity” dominates “social justice” to a degree not 

seen before’ (Sanders, 2009: 32).

Explore For the CIPD-qualified, ethical HR manager, the challenge will be to implement and apply internal 
mechanisms that meet the organisation’s business needs while retaining the dignity, respect and 
security required by employees. What policy options are available in this quest and what addi-
tional training will HR managers require to achieve the stated goal?

The evidence suggests that employers’ claims of ‘excessive red tape’ and the burden of defending 

unnecessary tribunal applications are not proven. Many employees are denied the opportunity 

to go through internal grievance procedures, through either fear of reprisals or the non-existence 

of clear procedures. Equally, the growth in employment rights caught some employers – good 

and bad – off guard, particularly in the area of unfair dismissal. Employer perception of red tape 

and the cost of defending at a tribunal must be measured against better regulation of the employ-

ment relationship and the need for improved best practice. While the majority of applications to 

tribunals to enforce employee rights are settled on a voluntary basis and withdrawn, the growth 

in the number of applications demonstrates the absence of best practice in many areas of employ-

ment. Lastly, the claim that a ‘compensation culture’ is emerging which is likely to damage the 

competitiveness of British industry is a very doubtful argument, because if employees win a case 

at tribunal it demonstrates that their rights were in some way infringed. Alternatively, if  an 

employer settles a claim or takes corrective action in the workplace, this demonstrates that not 

all procedures were adequate. Furthermore, the actions of some employers in recent cases under-

mine claims of bureaucracy, red tape and time wasted in having to defend applications to employ-

ment tribunals. Applications to tribunals that are withdrawn or settled voluntarily may have been 

settled ‘out of court’ by employers.

While the growth of out-of-court settlements does undermine employers’ claims of red tape 

and excessive costs in employment regulation, there are three specific problems with them in 

respect of the enforcement of employment rights. First, out-of-court settlements often prevent 

full disclosure of the facts and, while a former employee may be generously compensated, the 

provisions of a settlement usually remain confidential. Second, withdrawing a claim and settling 

out of court often enables employers to deny the charges made against them and, more impor-

tantly, prevents the creation of what might be a reference point – a precedent for future cases. 

Third, an employer that settles a case out of court but denies the basis of the claim may fail to 

improve human resource management procedures – a measure often enforced by tribunals or the 

Equalities and Human Rights Commission.

In September 2012, the Department for Business, Innovation and Skills issued a press statement 

which set out plans to ‘give firms more flexibility and confidence in managing their workforce and 

to reduce employment law red tape’ (BIS, 14 September 2012). The plans included support for 

settlement agreements to end employment relationships in a consensual way, to limit compensa-

tion claims for unfair dismissal, to streamline employment tribunals, to change elements of the 
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Transfer of Undertakings regulations and to improve the ACAS code of practice on discipline and 

grievance to consider small business more appropriately. As noted above, some of the streamlining 

of employment tribunals has been achieved. We have recently seen the publication of a wide range 

of legislation in the area of employment law and interesting developments in the application of 

principles surrounding ‘contractual relationships’ and SOSR dismissals. All this said, the general 

view is that the UK has one of the most lightly regulated, flexible labour markets in the OECD, 

behind only the USA and Canada (Scarpetta, 2013). In this section, we consider these develop-

ments and try to draw out the implications for human resource managers.

A central plank of government plans at that time and beyond has been to streamline employ-

ment dispute resolution, wherever possible by using a form of enterprise confinement and indi-

vidualisation with access to tribunals being costly (see fees above) and hence regarded as a last 

resort. The introduction of early conciliation in 2014, facilitated by ACAS and designed to give 

individuals and employers the opportunity to ‘talk things through’ before a tribunal claim is 

issued (as discussed above), was and remains an important element of the plan to lift the burden 

on business of ‘vexatious’ claims.

The Act inserted a new sub-section into s. 108 of the Employment Rights Act 1996 making 

dismissal for political opinions or affiliation unfair as a day one right by removing the require-

ment for two years’ service to dismissals where the principle reason for dismissal relates to politi-

cal opinion or affiliation. This change simply brings us into line with other OECD and EU states, 

making political freedom a day one protected right.

A further attempt to increase flexibility in the labour market is found with the introduction of 

rules concerning the confidentiality of negotiations before termination – what have been termed 

‘settlement agreements’. Unlike compromise agreements, these agreements can be put in place 

where there is no existing dispute and may even come ‘out of the blue’ for the employee. The 

employer may write to the employee indicating that they wish to discuss an issue (e.g. perfor-

mance, capability, attendance) and include within the letter terms upon which they are prepared 

to agree to the termination of the employment. Such letters cannot be submitted to tribunals as 

evidence in unfair dismissal claims, unless the employee can demonstrate that the decision to offer 

such an agreement was tainted by discrimination or covered by any other ‘automatically unfair 

dismissal’ regulation. The legislation also allows such attempts by the employer to be admissible 

‘to the extent that the tribunal considers just’ (s. 111A(4)) if it was connected with improper 

behaviour or placing undue pressure on the individual. The ACAS draft code of practice indicates 

that such behaviour will include: all forms of harassment, physical assault, victimisation, failure 

to allow at least seven working days to consider an offer, including changing the terms of the offer 

during that period, and telling an employee that if the offer is rejected they will be dismissed 

before any form of disciplinary action process has begun. These agreements differ also in that 

they do not need the protection of the ‘without prejudice’ rules, which will continue to apply to 

standard compromise agreements where there is already a dispute between the parties.

That these conversations have been variously described as ‘grown-up’ or ‘brutal’ by commen-

tators gives some indication of the division amongst practitioners and academic observers. For 

the HR manager it will mean a keener eye needs to be trained on line management and employee 

performance in order to make effective (fair) use of the new mechanisms.

Key controversy

The description of these agreements as ‘brutal’ suggests that this law makes employment more precarious for many 
employees, although it may make the efficient removal of older or less productive workers easier for businesses and 
so encourage them to recruit their first and subsequent employees, creating more jobs for workers.

On balance, considering existing legal provision and the current economic climate, do the advantages suggested 
outweigh the disadvantages for both parties?
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An even more controversial development was the plan to introduce a new ‘status’ to the world 

of business. Section 27 of the Growth and Infrastructure Act (2013) created the possibility of 

employee shareholders. These are to be individuals who, in return for the issue or allotment  

of a minimum amount of shares (£2,000), agree with the organisation to accept the status of 

employee shareholders. In so doing they also agree to surrender rights to claim unfair dismissal 

(excepting in the case of discrimination), the right to claim a statutory redundancy payment, the 

right to request flexible working and, rather bizarrely, a change in maternity rights which will 

require 16 rather than 8 weeks’ notice if there is a wish to return early. After having it twice 

rejected by the House of Lords, the government eventually secured support by including a 

requirement that the individual must have taken ‘professional advice’ before entering such an 

agreement for it to be valid. In the previous edition I noted that ‘[t]here is as I write no clear 

guidance on what will/should happen in a number of possible situations’. I would note that this 

still holds true, perhaps because the number of occasions when this option has been used are so 

small as to suggest that the effort put into enactment was wasted time.

For the HR manager this simply added another form for the purchase of labour and compli-

cated discipline, grievance and performance issues, whilst apparently adding little to the ability 

to manage discontent. Further, whilst such employee shareholders may seem an easier group 

within which to develop engagement initiatives and indicate a greater willingness to accept 

change processes, we can also argue a greater cost to manage the process in terms of initial setup 

and ongoing communication to new groups of stakeholders. Perhaps these issues explain why 

the option is so little used.

Contractual rights and wrongs?

‘The judicial deference to managerial prerogative is most apparent with respect to decisions in 

cases relating to dismissal for some other substantial reasons’ (Denham, 1990: 96). Nearly 

25 years after Denham presented this argument, the tribunals and courts show no indication of 

any softening in their position. In recent cases, including Bateman and Ors v ASDA Stores [2010], 

the courts continue to adopt an unquestioning approach to dismissals or unilateral variations in 

terms of employment where the business claims an economic, technical or organisational reason 

for the dismissal. These arguments are so wide as to catch all reasons for managerial decisions 

and the courts decline the opportunity to examine the economic, technical or organisational 

imperatives claimed by management for their actions. As Denham goes on to assert, the courts 

provide ideological support by allowing fuzziness in the delineation of business needs. These 

principles are seen in action in two cases: Summers v Handshake [2013] and Lund v St Edmund’s 

School [2013]. Whilst the EAT overturned the initial decision in each case, we can wonder how 

many individuals will be able to afford to pursue the matter to appeal in the new era of fees at 

both levels – the total cost to go to an EAT hearing will be £2,800. HR managers may be more 

confident then that, in reorganisation dismissal/demotions, where meagre business reasons need 

to be demonstrated, they will be protected and managerial prerogative is likely to remain 

unchallenged.

Finally, I turn in this section to the thorny issue of the growth in the use of social media within 

and outside working time. Recent research (McKinnon, 2014; Statista, 2015) reports that there 

are over 1.8 billion regular network users (some 26 per cent of the world population), with Face-

book seen (in 2015) as the largest single platform having some 1.37 billion regular users world-

wide. Such an explosion of use brings with it a number of work-related issues, not the least of 

which relates to ethical dilemmas when monitoring employee activities. It may be easily justifiable 

to monitor use at or within working time, although many employees (89 per cent in one study) 

admit using the ‘office system to send jokes, gossip, rumours, and disparaging remarks’ (The 

ePolicy Institute, 2009), but what to do with out-of-work activity? Of course employers have the 

protection of the duty of fidelity (see above), but when and what are they permitted to monitor 
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without falling foul of interference with private rights? It should go without qualification that 

all organisations ought to have a clear policy on the use and content of social media postings 

applicable to all employees. The courts have questioned whether Articles 8–10 of Schedule 1 of 

the Human Rights Act 1998 are engaged in relation to use of social media and having, in general, 

found it a difficult area have fallen back on contract law principles.

As Lam (2016) observed, ‘[s]ocial media allows employers an additional electronic monitoring 

tool, a new form of control over employees both within and outside the workplace’ (2016: 430). 

The posts that employees see as ‘freedom of speech’ or voice or private communication are often 

seen by employers as reputational damage, so managerial activism in this private sphere is 

designed to cool such employee activity (Lam, 2016). The spread of such monitoring may be said 

to question the very idea of ‘off-duty’ activity as such activity is ‘increasingly infringed upon by 

the technological controls available to employers’ (2016: 43). In this respect, a policy which is 

clear and has been communicated to all staff will be considered to fall into the heading of either 

a lawful instruction or part of the duty implied into all contracts of employment of fidelity (see 

Games Retail Ltd v Laws [2014] and The British Waterways Board (t/a Scottish Canals) v Smith 

[2015]). The lesson for HR managers is to make sure that the organisation has a clear policy that 

is sufficiently robust, covers both workplace activity and private use, protects brand reputation 

and is unequivocal in setting out the punishments for failure to follow the rules.

Key controversy

Should employers have the right to control what their employees’ contributions to social media contain, even when 
these contributions are added outside working hours, using personal equipment from their own home? Consider 
your response to the discussion above relating to the Human Rights Act 1998.

Should ‘brand management’ outweigh personal freedom of speech and expression?

Current issues

Brexit

We now know that the outcome of the EU referendum is that we should leave the EU or, as it is 

known, go for Brexit. Even before the vote, and certainly subsequently, the professional and 

academic journals have been full of differing opinions as to what such a decision would/will mean 

for employment law in the UK (see Ford, 2016; Piggot, 2016; Suff, 2016). At this stage it would 

seem that in the short term (with the exception of proposed developments in the area of data 

protection) little will change for HR managers. The significant changes in the medium to longer 

term are hotly debated, but a few common themes appear to be emerging.

All commentators seem to agree that a clear outcome of the Brexit decision will be to curtail 

(end) the extent to which there is free movement into the UK labour market from other European 

countries. While politicians are currently assuring everyone that those EU citizens currently 

employed within UK organisations will experience no change, there will be changes for new 

entrants. The current discussion about a relationship in line with that of Switzerland (member-

ship of a European Free Trade Area) might on the surface attract UK business. Such a move would 

almost certainly mean the maintenance of the free movement of workers and is unlikely therefore 

to be acceptable to the citizens of the UK. Even less likely to be acceptable is a relationship which 

involves membership of the European Economic Area like Norway or Iceland, because this would 

not only leave in place the free movement of workers but it would also be likely to retain the 

influence of EU law and the ECJ over much of our domestic law – including most probably 
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employment law. Clearly HR managers need to watch these developments very carefully and be 

advising senior colleagues on the likely impacts for their business.

The above aside, the only fairly clear positions that can be taken from our withdrawal seem 

to gravitate around the following legislative provisions:

● Annual leave – the recent series of European Court of Justice (ECJ) decisions in this area 

would/will come under renewed analysis with business leaders pushing for a reassessment of 

the rules concerning the relationship between sickness absence and the statutory holiday 

period. There will also be renewed discussion about the imposition of ECJ decisions regarding 

overtime, bonuses and commission – and this is before we have really got a clear understanding 

of how to treat mandatory and voluntary overtime. Perhaps the Brexit vote will allow employ-

ers more scope to reassess their policies in this area. The question for HR managers is how 

would lessening such arrangements play with employees, especially if others in the sector 

maintain the current, more generous arrangements? It is also worth noting that such a removal 

of the requirement to take holidays will allow some lower-paid workers to avoid weeks where 

they lose some payments because they are not at work and hence increase their earnings. Oth-

ers note the high percentage of workers who do not actually take their full entitlement and 

that removing the right will reduce the risk to business of non-compliance.

● Working time – the Working Time Directive (WTD) more generally has been consistently 

opposed by the UK government, who even brought proceedings to challenge it to the ECJ 

(C-84/94, [1996] ECR I-5755). The UK only enacted legislation to comply with the Directive 

requirements some two years after the deadline had passed. This consistent opposition would 

tend to suggest that the UK legislation drawn from and made in compliance with the Directive 

will come under close scrutiny in terms of more than just annual leave. This may result in an 

extension of the long hours culture, as there would be no protection for workers and no legal 

requirement for rest periods or paid holidays (see above). Workers’ protection would fall back 

to the previous position where they would need to sue their employer under tort law and prove 

particular physical or psychiatric harm or damage caused by long(er) hours. The problem for 

HR managers would be how to manage such changes within an overall work–life balance for 

their employees if such was still a driving force for less conscientious employers. Alternatively, 

this would allow workers the unfettered right to work for as many hours as they wished in 

order to enhance their performance and their earnings, a situation which many feel denied to 

them under these restrictive regulations.

● Agency workers’ rights – many organisations have spoken against these regulations as provid-

ing an unnecessary burden on their wage bill. They argue that such workers are aware of the 

relationship they enter into and do not need these protections. It is fair to say that as these 

regulations are relatively new and have not yet ‘bedded in’ it may be politically and economi-

cally possible to repeal them with little fuss. For HR managers the question is similar to the 

one above: is this likely to precipitate a ‘race to the bottom’ mentality?

● Part-time and fixed-term workers’ rights – while the directives associated with these practices 

seem designed to promote flexibility, they also provide a minimal amount of protection for 

such flexible workers. While treating such workers less favourably may still amount to indirect 

discrimination (see below), the more stringent requirements to identify a comparator (full-

time worker) will be underlined and strengthened from the employer perspective. The removal 

of protection under the Fixed Term Worker regulations would allow for the possible reintro-

duction of the bad practice of endless consecutive fixed-term contracts – a practice currently 

prohibited. This would reinforce the precarious nature of such employment, support the wider 

use of zero-hours contracts and undermine the, albeit minimalist, rights of these workers.

● Collective redundancy rights – the consultation of the proposed changes relating to the con-

sultation rights prior to collective redundancies in ss. 188–97 of the Trade Union and Labour 

Relations (Consolidation) Act 1992 which resulted in the reduction of the timescale in which 

such consultation needed, was minimalist to say the least and such provision is now (or would 

be once we leave) open for renegotiation. Many business were unhappy with the reduction to 
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45 days, believing it should/could be significantly lower to allow them more flexibility in 

reorganising their staff. The government mantra that their role is simply to ‘create a flexible 

framework’ (BIS, 2012) would encourage business leaders to go back to this issue, without the 

restriction of the EU directive, and improve their scope for flexibility.

● TUPE – these regulations have been around since the 1980s and in many ways are embedded 

in the culture of UK employment law. This being so, general opinion appears to be that there 

is unlikely to be significant changes. The key area for activity may be movement to allow 

employers upon the transfer of ownership room to agree new terms and conditions with trans-

ferred workers even where these may be considered detrimental. Such a change was not possible 

while we were members of the EU, but now, depending upon the arrangement that is secured, 

it may be possible for UK business to remove itself from such limiting legislation. There is also 

room for consideration of the element of the regulations which requires consultation with the 

recognised trade union. Such consultation rights, indeed even the rights of individuals to con-

sultation during TUPE activity, rely on the interpretation of the regulations as set out in various 

ECJ decisions. Our removal from this jurisdiction makes such rules unenforceable.

● Discrimination – while many of the provisions in the Equality Act 2010 are long-standing, 

some of the newer areas are a direct result of the UK’s membership of the EU and particularly 

the need to comply with the Framework Directive. The regime for this area is pretty much 

settled and forms a part of regular business life – despite the failure of most organisations to 

honour the requirement for equal pay (see discussion above). The key possible change in this 

area would be the introduction, post Brexit, of the ability for the government to place a cap 

on tribunal awards in this area. The recent activity to place a more restrictive cap on awards 

for unfair dismissal and other areas was unable to effect the same limit on discrimination 

awards because of their link to EU Directives. With such a link removed it would seem likely 

that a move would be made in this area. However, as Ford (2016) notes:

there is now a very extensive range of EU guaranteed rights . . .  which workers in the UK 

cannot fall below. . . .  These rights become vulnerable to the political mood of the incumbent 

Government. The cost of these benefits . . .  means that it would be naïve to assume they will 

never be scrutinized for budgetary purposes.’ (Ford, 2016: 25–6, my emphasis)

We may now be awaiting the outcome of the negotiations with the EU about the terms of any 

future relationship, but whatever the outcome it is clear that there is plenty of room for significant 

changes in the level and type of protection offered to employees. However, such changes are not 

likely to lead to the creation of new requirements so there is nothing to prevent an employer from 

continuing to follow existing procedures and therefore affording their employees above-minimal 

protection. The role of professional HR managers should perhaps be to support and encourage 

such policies based on the overarching need for employee engagement.

Key controversy

The Brexiters maintain that leaving the EU will be good for UK business performance and UK workers (Farage, John-
son). There are those, however, (TUC, CAB) who believe that the exit will be detrimental for worker rights and hence 
business performance.

The Trade Union Act 2016

O’Sullivan et al. (2015) argued that the dilemmas faced by unions in terms of the relationship 

between individual and collective rights were/are symptoms of weak statutory frameworks, with 

individual employment rights being introduced to supplant the role of trade unions in protecting 
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members. If this is indeed the case then the 2016 Act seems to provide an even more limited field 

of activity for trade unions in relation to collective organisation and action. The key provisions 

relate to changes in the rules surrounding industrial action. Most notable within this area are the 

requirements in terms of ballots before any industrial action can take place within what is narrowly 

defined as the ‘important public services’. These are currently listed in section 2E (which will 

become s. 226 of the 1992 TULR(C)A ss. 2E) to include the health service, education under the age 

of 17, fire service, transport services, border security and particular elements of the nuclear indus-

try – sectors can be added to this list by regulations laid before parliament. For these groups any 

ballot for industrial action, in order to provide legal protection, must deliver a result in which at 

least 40 per cent of those entitled to vote in the ballot answered ‘yes’, as well as securing at least a 

50 per cent turnout. There are further requirements relating to the wording of the ballot paper and 

the information provided. Whilst the more stringent elements of new regulations on picketing have 

been watered down, there are still legislative changes to the rules relating to picketing activity.

For the HR manager such changes initially seem to be positive in that they will, within these 

sectors, undoubtedly limit the ability of trade unionists to take action. However, what has been 

shown by recent data (see the WERS series) is that where collective action is limited, individual 

action increases – so workers lack enthusiasm, engagement, or both. Such workers, especially in 

larger numbers, will provide additional headaches for HR managers and perhaps increased work-

load in terms of discipline and performance management activities.

HR and discipline

That an employer should do all they can to protect the integrity of their disciplinary procedure 

is even more true in relation to HR managers. Some recent cases have brought into question the 

role of HR managers in respect of disciplinary proceedings. Chief among these was Ramphal v 

Department for Transport [2015] UKEAT 0352_14_0409 in which the EAT set out that HR 

should not ‘seek to guide the disciplinary officer’s findings or lobby for a particular decision’. 

The tribunal held that the role for HR was to advise on policy, procedure and the law rather than 

to instruct the investigating officer in relation to the outcome.

Likewise in Choksi v Royal Mail Group [2016] UKEAT 0280_15_LA, there was another opportu-

nity for the EAT to review the role of HR and indicate that the advice given had been faulty and 

therefore the dismissal could not be upheld. (Note that both cases were public sector and hence, with 

the size of the HR resource, the tribunal took a dim view of the failure to follow correct procedure.)

In both cases, the EAT took the chance to place the decisions next to the principle in Burchell v  

BHS [1978] IRLR 138 and remind organisations, and hence HR managers, of the importance of 

following these simple rules in disciplinary and performance management cases.

Key controversy

Remembering the Burchell principles, look up and read the basic facts in Choksi v Royal Mail Group [2016] UKEAT 
0280_15_LA. Before looking at the tribunal’s decision, see if you can identify what will be said. Some will argue that 
the claimant should not have won based on these mistakes. Do you think the decision was sound?

Conclusion

While many continue to see the employment relationship as a private exchange between an 

employer and an employee, it is actually subject to significant contractual and statutory 

regulation. All employees have a contract of  employment and some measure of  statutory 
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protection against unfair and unreasonable treatment by an employer. While the period 

between 1997 and 2010 saw the contractual and statutory regulation of  the employment 

relationship tightened, this is being eroded by recent legislation and the drive to develop the 

benefits of  a flexible labour market. Indeed, it is possible to identify the erosion of  the 

standard employment relationship and the unending rise of  precarious working relation-

ships. As a result of  this, employees have less protection than previously; this creates the 

need for improved vigilance from employees in terms of  their performance, both within and 

outside the workplace, and for employers it reinforces the need in all areas of  employment 

for an effective HRM function. In large and small employers, an HRM function staffed by 

CIPD-qualified, ethical professionals is likely to increase employer confidence in the de-

regulation of  employment and may help to avoid the infringement of  employee rights. 

Equally, trade unions have a role to play in the enforcement of  employee rights at work 

through collective bargaining. This is the case because, although there was a significant 

growth in statutory protection for individual employees between 1997 and 2010, a question 

remains about its effectiveness and durability. The growth in the number of  applications to 

employment tribunals illustrates that the application of best practice principles in the regula-

tion of the employment relationship is far from universal. Similarly, the continued search for 

labour market flexibility, as demonstrated by the UK’s idiosyncratic application of the Work-

ing Time Directive and the weakness in the framework for applications for flexible working, 

may infringe the employment rights of  some workers but go unnoticed. Therefore, there is 

an issue of how to enforce recent changes to individual employment rights. Notwithstanding 

the drive for flexibility, specifically as identified by three features – growth in nonstandard 

employment, decline in job tenure and decline in union density (Stone, 2013: 366) – the 

dignity and respect rightly desired by workers, alongside the need for employment security, 

means that legislation must seek to establish enforceable rights and safeguards for both par-

ties to the employment relationship. Indeed, as Standing (2011: 23) notes, a key issue for 

employers is that ‘[p]olicies promoting labour flexibility erode processes of  relational and 

peer-group interaction that are vital for reproducing skills and constructive attitudes to 

work’. Both are key aims for human resource managers and areas where they look for sup-

port from legal regulation.

If, as many employers assert, employees are the most valued assets within an organisation, 

fair and reasonable treatment consistent with contractual and statutory rights regulated on 

an individual basis is one measure of  good employment practice. Moreover, the voluntary 

enforcement of employee rights by employers demonstrates the ‘good employer’ ethos – best 

practice in the regulation of the employment relationship. Employees who receive fair and 

reasonable treatment in the employment relationship are more likely to be retained by an 

employer, better motivated, more committed and deliver higher productivity than those 

employees who do not. As this chapter demonstrates, employee rights are extensive but not 

prohibitive in terms of coverage, or the ‘red tape’ they create. Reasonable treatment requires 

regulation and enforcement. The evidence suggests that what some employers term ‘red tape’ 

actually results from problems created when unreasonable treatment occurs; that is, when 

employers deviate from the good employer ethos and fail to follow best practice 

procedures.

Summary

This chapter examined the employment relationship and its regulation through the contract of 

employment under three key themes. It then examined some of the ‘hot topics/current issues’ 

within the legal regulation of the employment relationship and sought to link them to contem-

porary HR practice.
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Formation

Distinguishing contractual and statutory employment rights

● All employees have a contract of employment.

● All employees are protected by some statutory rights – these include day one rights and other 

rights that require some qualifying length of service.

The contract of employment

● Employment contracts are contracts of  personal service between an employer and an 

employee.

● Employment contracts are based on the theory of market individualism, where individuals 

are seen as rational and self-interested.

● Employment contracts are subject to the common law.

● There are different types of employment contract.

● Employment contracts contain express, implied and statutory incorporated terms and 

conditions.

Continuation

Discrimination in employment

● Discrimination remains a persistent feature of the employment relationship.

● Some types of ‘discrimination’ remain lawful.

Termination

Termination of the employment contract

● Employees can be fairly, unfairly, wrongfully or constructively dismissed.

● Dismissals may be fair and potentially fair, otherwise they are unfair.

Enforcement of contractual and statutory employment rights

● Most employees are treated fairly.

● If  employees are treated unreasonably or unfairly they can complain to an employment 

tribunal.

● Tribunals, HRM departments, the Commission for Equality and Human Rights, the Com-

mission for Racial Equality, the Disability Rights Commission and trade unions all play a role 

in enforcing employment rights.

Current issues

● Brexit and its implications for the regulation of the employment relationship.

● The Trade Union Act 2016 noting especially the manner in which it is possible it will shift 

more conflict into the workplace as individualised behaviours.

● The need for HR to maintain neutrality and advise managers wisely.

Questions

1 Look again at the introductory case study. How would you decide the case? Upon what legal 

principles?

2 How can the efforts and ability of employees to undermine ‘unilateral’ changes to employ-

ment contracts needed to encourage flexibility be justified?
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3 Should ‘zero-hours’ contracts be acceptable in the twenty-first century? Justify your response.

4 Do the unfair dismissal rules actually promote fairness, or is the reasonableness really just a 

perversity test? Can unfair dismissal rules be seen merely as part of the ‘symbolism’ of 

employment law?

5 Do the recent changes make life easier or more difficult for CIPD-qualified, ethically minded 

HR practitioners? Justify your response.

Case study
Age discrimination more widespread than sexism in the City

Age discrimination is now seen as a more widespread prob-
lem in the City than sex discrimination, a survey of more 
than 1,600 finance sector workers has found. While more 
than one-third of City employees said their employer was 
‘very committed’ to gender diversity, less than a quarter felt 
the company was similarly committed to fighting age dis-
crimination. The research also confirmed that problems 
over discrimination and lack of commitment to diversity 
were most likely to arise in areas such as trading and sales 
rather than within the middle or back office functions. ‘The 
City is getting far better at supporting and developing 
female staff,’ said Mark Cameron, chief operating officer at 
Astbury Marsden, a financial services recruiter, which car-
ried out the survey. He added: ‘The huge effort that London’s 
financial services sector has made to broaden its workforce 
is clearly reflected in positive feedback we have had from 
employees’.

But while sex discrimination was on the decrease, nega-
tive attitudes towards co-workers on the basis of age and a 
lack of commitment to age diversity were seen as a wider 
problem. Mr Cameron said:

We aren’t saying that the negative consequences of age 

discrimination are bigger than other forms of discrimina-

tion, just that employees see it as more prevalent. They also 

see age diversity as something employers are not particu-

larly focused on.

The default retirement age, under which employers could 
force workers to retire at 65, was phased out in 2011. But Mr 
Cameron said that, as with racial and gender diversity, it 
often took years for attitudes to change, and this seemed to 
be the case with age discrimination. ‘With people likely to 
have longer working lives in the coming years, this is an 
issue that is going to become increasingly important,’ he 
added.

Despite the findings, sex discrimination cases are still 
occurring. This year Latifa Bouabdillah, an investment 

banker, claimed sexual discrimination and unfair dismissal 
against Commerzbank at London Central employment tri-
bunal. She had resigned from Deutsche Bank in 2011 and 
sued for £1m, claiming that men were promoted ahead of 
her and received bonuses up to three times larger. She 
moved to Commerzbank but alleged she was sacked when 
her bosses found out about the Deutsche claim. Ms Bouab-
dillah told the tribunal she kept her Deutsche case secret 
because she feared Commerzbank would not offer her the 
£150,000-a-year role in its exotic vanilla funds team if it 
knew. Commerzbank said Ms Bouabdillah had made mis-
leading statements on her application form and during 
interviews.

The tribunal concluded:

We find that the reason for the respondent’s decision to 

dismiss the claimant was that she had brought tribunal 

proceedings. The respondent denies this and says that it 

was her failure to disclose the proceedings rather than 

the fact she had taken them which was the reason. We 

reject this. We do not accept that she misled the respond-

ents at any stage. When asked direct questions she gave 

direct answers. They may not have been entirely full 

answers but that is not a matter of misleading or being 

dishonest. Had the respondent probed deeper, the claim-

ant would have then had to decide whether to answer the 

more detailed questions or not, but failure to answer 

questions that were not asked does not in our view 

amount to a lack of honesty or trust. (Bouabdillah v Com-

merzbank [2013])

Courts have faced many sex discrimination cases. Three 
years ago Oksana Denysenko won £1.5m damages from 
Credit Suisse after being made redundant when she returned 
from maternity leave. In 2010, Gill Switalski, a corporate law-
yer, accepted a secret settlement worth millions after seek-
ing a record £19m from F&C Asset Management over claims 
of sexist bullying.



Nearly half of employers would like the default retire-
ment age reinstated, according to a survey of 300 employ-
ers by Eversheds, the law firm. It said fewer than 3 per cent 
of organisations now had a policy of mandatory retirement 
for their employees, down from 69 per cent two years ago. 
More than half said repeal of the DRA has led to an increase 
in the number of employees staying on beyond age 65 or 
normal pension age.

Prof Owen Warnock, Eversheds partner, said the end 
of the DRA had provided the impetus for change:  
72 per cent of respondents said they would still be operat-
ing a mandatory retirement age if the law had not been 
changed. A third felt the abolition had had a negative 
impact, but another third said the change had resulted in 
improvements in retaining important skills and 
knowledge.

‘What’s more, the much-feared increase in age-related 
retirement claims has not, according to the survey respond-
ents, in fact materialised,’ he said.

Source: Adapted from Groom, B. and Business and Employment 
Editor. Copyright © The Financial Times Limited 2013.

Questions

1 Compensation in age discrimination cases is consider-
ably lower than in other areas of discrimination. Why do 
you think this is so?

2 Considering your organisation (or one with which you are 
familiar), do you think age discrimination is a major issue? 
What action is the organisation taking to address the issue?

3 Should the government permit organisations to reintro-
duce a default retirement age for their workers?

4 Mark Cameron commented, ‘The City is getting far bet-
ter at supporting and developing female staff.’ To what 
extent do you think this is true for organisations in other 
sectors? Give examples.

5 Anti-sex-discrimination legislation has been in place 
since the mid 1970s. Consider why sex discrimination 
cases such as Bouabdillah v Commerzbank [2013] still 
arise. Can the law alone eradicate the problem of sexism 
in the workplace? Similarly, how optimistic are you that 
the law can successfully eliminate ageism at work?
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CHAPTER 11
EMPLOYEE ENGAGEMENT
JULIA POINTON

Objectives

● To define employee engagement.

● To identify the similarities and differences between related concepts such as 
job satisfaction and organisational commitment.

● To discuss the main drivers of employee engagement.

● To identify the organisational benefits of employee engagement.

● To outline strategies to enhance employee engagement.

● To consider employee engagement as a global concept.

● To reflect on the challenges associated with measuring employee 
engagement.
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The award sponsor and judge for the CIPD People Manage-
ment ‘Best Employee Engagement Initiative’ Award visited 
the Exeter-based division of the manufacturing company, 
and were immediately struck by the lack of visible ‘engage-
ment’ paraphernalia. There were no award photos in recep-
tion, or trophy cabinets on display, and the managers and 
leaders did not talk ‘engagement with a capital E’. Managers 
instead told stories about communication initiatives; con-
tinuous improvement initiatives led by the teams that led to 
conscious shifts in their leadership styles and relationship 
development.

When the absence of ‘engagement rhetoric’ was com-
mented on by the sponsor and judge, Alcoa Power and Pro-
pulsion replied: ‘Engagement to us is all about doing the right 
things for the people that work for us. Engagement is only an 
indicator of ‘what it’s like to work here’, supported by a range 
of HR goals rather than a standalone engagement goal’.

Alcoa Power and Propulsion adopted a very different 
approach to many companies seeking to evidence their 
success in employee engagement. The use of scorecards 
and surveys has, for some organisations, assumed a critical 
place in their strategies, but Alcoa Power and Propulsion 
chose a different pathway. They commented: ‘We meet a 
large number of businesses who got so tied up in the “sur-
vey and scoring mechanism” that they lost sight of the fun-
damentals around great leadership and management’. 
Alcoa Power and Propulsion achieved 99 per cent partici-
pation and a Global Voices score of 78 per cent, which was 
impressive given the recent history of this manufacturing 
plant. The company explained: ‘The site historically had a 
good reputation as a great local employer with a commu-
nity profile. But a period of business downturn led to a 
rather introspective approach, less [sic] community initia-
tives, rounds of redundancies, and a number of leadership 
changes. This led to changed perceptions, both from 
employees and externally’. Engagement survey returns 
dropped significantly, so Alcoa Power and Propulsion 
decided to harness an under-utilised PR budget to rebuild 
the ’employer of choice’ status from the ground up, with 
the managers and supervisors leading the change.

Managers undertook personal development to stretch 
and challenge their embedded leadership, something 
which the facilities manager, for example, found personally 
really powerful: ‘I learnt a lot about flexing my own style, 
and really spending time getting to know my teams. It’s not 
necessarily my natural style, but I can really see the divi-
dends of consciously doing something differently’.

Community initiatives targeting postcodes where 
employees lived were reintroduced along with creatively 
sourced well-being initiatives like a SunSafe campaign, a 
smoking cessation programme and cycling proficiency 
training for employees’ children.

Communication and transparency were the key aspects 
of the focus. Simple decisions such as the reintroduction of 
noticeboards with house business updates, to regular shift 
briefings which were repeated weekly to ensure that they 
were heard by every employee over a four-week period. 
The introduction of a ‘Eureka’ suggestion scheme saw 
around 30 ideas a month being generated, but Alcoa Power 
and Propulsion was seeking the biggest return and the best 
value . . . and ensured that it recognised and responded 
to every single suggestion. ‘The approach certainly had an 
impact with teams relishing the “voice” that Eureka gave 
them’. But their success in employee engagement is not all 
about leadership changes and new initiatives. The business 
results are also impressive. Staff turnover reduced from 
22 per cent to less than 1 per cent over a three-year period, 
on-time delivery increased from 46.7 per cent to 96 per 
cent, and labour productivity is increasing by 10 per cent 
year on year, testament to the employee engagement profit 
chain in action.

The key factors to the success of the engagement in this 
business:

● Focus on doing the right things, not chasing the engage-
ment survey result.

● Connect the people with the strategic goals and 
objectives.

● Don’t overlook the basics – noticeboards, team briefings, 
business results.

● Ask for and respond to ideas – all of them!

● Creatively source support from local charities and well-
being organisations.

● Encourage and manage survey participation from the 
whole team.

● Empower and develop the leaders to ‘do something 
differently’.

Alcoa Power and Propulsion summarised its position by 
stating: ‘Engagement is a journey, not a destination. Our 
human nature is to always aspire for more’.

(Source: Engage for Success. Online: www:engageforsuccess.org.)

Case study
Alcoa Power and Propulsion

http://www:engageforsuccess.org
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Introduction

Employee engagement has continued to assume significance and acceptance among the HR 

community as an aspect of effective management which has the potential to improve business 

performance. The level of interest among practitioners and academics has continued unabated 

with several texts devoted to the subject, notably Ahlowalia et al. (2014), Truss (2014), Bridger 

(2015), Bryne (2015) and Sale (2016). Each of the texts explores the theory and the practical 

application and implications of employee engagement and makes a valuable contribution to our 

collective understanding of this complex concept. Despite the wealth of literature there is still 

no one clear and agreed definition of engagement. According to Soldati (2007), many researchers 

and practitioners continue to describe the term in very different ways. Nevertheless, there is an 

increasing awareness that employee engagement is pivotal to successful commercial and business 

performance, where engaged employees are the ‘backbone of good working environments where 

people are industrious, ethical and accountable’ (Cleland et al., 2008).

In his 2004 book entitled The New Rules of  Engagement, Johnson wrote: ‘[T]he ability to 

engage employees, to make them work with our business, is going to be one of the greatest 

organisational battles of the coming 10 years’ (p. 1). Years on and employee engagement still 

remains a key challenge that is capturing the attention of executives and HR professionals alike 

and, increasingly, that of academics as well.

An ‘engaged employee’ can be thought of as one who is fully involved in, and enthusiastic 

about, their work, and so will act in a way that advances the interests of the organisation 

(Attridge, 2009). Employee engagement is therefore the degree of an employee’s positive or nega-

tive emotional attachment to their job, colleagues and organisation, which profoundly influences 

their job satisfaction and their willingness to learn and perform at work.

Definitions from the practitioner literature

From the practitioner literature, the Chartered Institute of Personnel and Development (CIPD, 

2010: 5) considers engagement as being ‘[p]ositively present during the performance of work by 

willingly contributing intellectual effort, experiencing positive emotions and meaningful connec-

tions to others’.

CIPD (2012) defines it as:

A combination of commitment to the organisation and its values plus a willingness to help out 

colleagues (organisational citizenship). It goes beyond job satisfaction and is not simply moti-

vation. Engagement is something the employee has to offer: it cannot be ‘required’ as part of 

the employment contract.

A second practitioner-focused definition comes from the Institute of Employment Studies (IES) 

(Robinson et al., 2004), which defines engagement as:

A positive attitude held by the employee towards the organisation and its values. An engaged 

employee is aware of business context, and works with colleagues to improve performance 

within the job for the benefit of the organisation. The organisation must work to develop and 

nurture engagement, which requires a two-way relationship between employer and employee.

In 2006, the Conference Board, a non-profit consulting service, conducted an extensive review 

of the research literature on employee engagement and developed a blended definition of 

employee engagement, concluding that it was ‘a heightened emotional connection that an 

employee feels for his or her organisation, that influences him or her to exert greater discretion-

ary effort to his or her work’.
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Jack Welch, former General Electric CEO and also a business consultant, emphasises some 

of the same points as the IES, but concludes unequivocally that ‘employee engagement is the 

number one measure of a company’s health’ (Welch and Welch, 2006).

Definitions from the academic literature

The first published mention of the term employee engagement occurred in 1990, when William 

Kahn of Boston University published his paper ‘Psychological conditions of personal engagement 

and disengagement at work’ in the Academy of  Management Journal.

Kahn (1990: 694) completed some of the earliest academic work on engagement, defining it 

as: ‘The harnessing of organisation members’ selves to their work roles; in engagement, people 

employ and express themselves physically, cognitively, and emotionally during role performances’. 

Thus, according to Kahn (1990, 1992), engagement means to be psychologically present when 

occupying and performing an organisational role. In the only study to empirically test Kahn’s 

(1990) model, May et al. (2004) found that meaningfulness had the strongest relation to different 

employee outcomes in terms of engagement. Although neither Kahn (1990) nor May et al. (2004) 

included outcomes in their studies, Kahn proposed that high levels of engagement can lead to 

positive outcomes for individuals, such as positive feelings associated with a job well done.

The work of Nelson and Simmons (2003) extends the focus of engagement as being primarily 

concerned with the relationship between the individual and the actual job, suggesting that 

engagement is identified when employees feel positive emotions towards their work, find their 

work to be personally meaningful, consider their workload to be manageable, and are hopeful 

about the future of their work.

May et al. (2004) refined the definition to include a three-dimensional concept of engagement. 

They proposed that engagement existed when the following criteria were perceived as being 

realised in the employee’s work:

● a physical component (‘I exert a lot of energy performing my job’);

● an emotional component (‘I really put my heart into my job’);

● a cognitive component (‘Performing my job is so absorbing that I forget about everything else’).

Although employing slightly different terminology, Macy and Schneider (2008) also identified 

three core elements of employee engagement that once again focus explicitly on the job:

● intellectual engagement or thinking hard about the job and how to do it better;

● affective engagement, or feeling positively about doing a good job;

● social engagement or actively taking opportunities to discuss work-related improvements with 

others at work.

Rothwell (2010) defined engagement as a positive attitude towards the actual job. For Rothwell, 

engagement is a temporary and volatile phenomenon and is viewed as being present only when 

employees are intellectually and emotionally bound to their work role. Once again, this definition 

brings to the fore the relationship between individuals and their work as a central theme of 

employee engagement.

Explore ● Which of the different definitions resonates most with your own thoughts and why?

● Are there other aspects not covered in the definitions that you would like to have seen 
included?

● Do you agree with the view of Alcoa Power and Propulsion in Case Study 11.1 that employee 
engagement is a journey, not a destination?
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The suggestion in the outlined definitions that engagement is concerned with individuals’ 

psychological engagement with their actual job becomes a key differentiator in defining and 

understanding engagement as something separate and different from related concepts such as 

employee motivation, employee commitment, employee satisfaction and, more recently, concepts 

such as organisational citizenship behaviour (OCB). The commitment to viewing engagement 

as a relatively new and emerging construct that is similar to, but different from, other concepts 

is supported by the work of researchers such as Meyer (1997), Buckingham (1999), Wright and 

Cropanzano (2000), Harter et al. (2003), Bakker (2009), Macey and Schneider (2008) and Avey 

et al. (2009). These researchers have taken time to investigate the broad range of work-related 

issues that affect, directly or indirectly, the links between, for example, organisational commit-

ment and employee motivation, and have identified something new and slightly different, which 

they have called employee engagement.

Key controversy

Is employee engagement something new, or is it simply a reinvention of age-old management approaches using new 
management language?

Box 11.1 Characteristics of engagement

Employee engagement is associated with a range of positive outcomes at the individual and organisational levels:

● Engaged employees perform better.

● The majority of respondents were rated ‘good’ in their last appraisal.

● Engaged employees are more innovative than others.

● Engaged employees are more likely to want to stay with their employer. In the sample, 35 per cent indicate that 
they would like to continue working for their employer for five or more years, compared with 17 per cent who 
want to leave within the next two years.

● Engaged employees enjoy greater levels of personal well-being.

● Engaged employees perceive their workload to be more sustainable than others.

● One-third of employees are ‘fit performers’, enjoying high levels of personal well-being and performing well.

● Data indicated that excessively high levels of engagement might lead to ill health and burnout.

(Source: Gallup (2010).)

Characteristics of engaged employees

In 2010, Gallup commissioned research by the Kingston Employee Engagement Consortium 

Project. The research covered 8 different organisations and resulted in over 180 interviews, gen-

erating 5,291 questionnaires. The conclusion confirmed the multi-faceted nature of engagement, 

highlighting that engagement is associated with a number of characteristics both at the level of 

the organisation and at the level of the individual (see Box 11.1).
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The IES has undertaken valuable research in the area of employee engagement. One extensive 

study involving the NHS concluded that the characteristics of engagement and those of commit-

ment were aligned and that engaged and committed employees perform better. Analysis of the 

NHS case study data (Robinson et al., 2004) indicated that the key characteristic of engaged 

employees is a sense of feeling valued and of being involved in the organisation’s decision-making 

processes to the extent that they feel able to voice their ideas and know that managers listen to 

their views and value their contributions. The second key characteristic of an engaged employee 

in the NHS was a belief by the workers that they had the opportunity to develop their jobs by 

making suggestions as to how the work undertaken could be enhanced and improved. The third 

characteristic was the extent to which the organisation is concerned for their health and well-

being. The key point here is that concern is demonstrated for both physical health and mental 

and emotional well-being. Clearly, in developing and sustaining the characteristics of an engaged 

employee, the role of the line manager is central in fostering employees’ sense of involvement 

and value.

The CIPD (2010) found that employees who are engaged with the organisation tend to display 

particular recognisable primary behaviours. For example, they tend to (p. 2):

● speak positively about the organisation to co-workers, potential employees and customers;

● have a strong desire to be a member of the organisation;

● give that extra effort to contribute to the organisation’s success.

Gallup (Fleming and Asplund, 2007) identified 12 core elements that best predict and characterise 

employee engagement (see Box 11.2). If an individual employee affirms the following, their level 

of engagement is likely to be high.

Box 11.2 Gallup: 12 factors of engagement

● ‘I know what is expected of me at work’.

● ‘I have the materials and equipment I need to do my work right’.

● ‘At work, I have the opportunity to do what I do best every day’.

● ‘In the last seven days, I have received recognition or praise for doing good work’.

● ‘My supervisor, or someone at work, seems to care about me as a person’.

● ‘There is someone at work who encourages my development’.

● ‘At work, my opinions seem to count’.

● ‘The mission or purpose of my organisation makes me feel my job is important’.

● ‘My associates or fellow employees are committed to doing quality work’.

● ‘I have a best friend at work’.

● ‘In the last six months, someone at work has talked to me about my progress’.

● This last year, I have had opportunities at work to learn and grow’.

(Source: Fleming and Asplund (2007: 286–7).)

In summary, engagement in practice is about creating alignment between the individual and the 

organisation’s goals. This alignment has both rational aspects, as evidenced by the statement 

‘I have the materials and equipment I need to do my work right’, and emotional aspects, as evi-

denced by the statement ‘In the last seven days, I have received recognition or praise for doing 

good work’. As a consequence of engagement, employees at all levels are prepared to give dis-

cretionary effort over and above the demands of the job.
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Employee disengagement

The emphasis thus far has been on understanding what employee engagement is, the organisa-

tional factors that contribute to enhancing levels of engagement among employees and the ben-

efits that are derived from such actions. The other part of the equation, however, has to do with 

those employees who are not fully engaged. Kahn (1990: 694) defined disengagement as the 

uncoupling of selves from work roles. In disengagement, people withdraw and defend themselves 

physically, cognitively or emotionally during role performances. He identified three psychological 

conditions related to disengagement at work: meaningfulness, safety and availability. He argued 

that people asked themselves three fundamental questions in each role situation:

● How meaningful is it for me to bring myself into this performance?

● How safe is it to do so?

● How psychologically available am I to do so?

In 1999, Buckingham’s book, First, Break All the Rules, he suggested that fewer than one in five 

workers was actively engaged in their work. This claim was later substantiated by Gallup in 2010, 

who found that 19 per cent of 1,000 people interviewed were actively disengaged at work. These 

workers complained that they did not have the tools they needed to do their jobs, did not know 

what was expected of them and their bosses did not listen to them.

In 2012, a special ‘Engage for Success’ task force was established in partnership with Bath 

University and Marks & Spencer. Data from a 2012 survey by Towers Watson and supplied to 

the task force evidenced that just 27 per cent of employees in the UK are ‘highly engaged’, with 

an equivalent proportion of employees being ‘disengaged’. In terms of the extent and frequency 

of engagement, they found that fewer than one in five (18 per cent) people are engaged on a daily 

basis. Fifty-nine per cent reported being engaged ‘once a week’, 22 per cent ‘a few times a year’ 

or ‘once a month’, and just 1 per cent report ‘never’ being engaged. These findings suggest that 

a substantial majority of employees are not engaged with their work on a daily basis, but, equally, 

only a very small number are never engaged. These engagement levels compare unfavourably to 

a global average of 35 per cent who are ‘highly engaged’.

This lack of engagement by UK employees has been demonstrated by research for over a 

decade and in some sectors shows no sign of abating. Of 2,000 UK retail workers surveyed by 

engagement agency Maverick, 77 per cent are not engaged with their company brand values, 

with 63 per cent of workers in the sector indicating that they had never been trained on the 

importance of these values and 60 per cent failing to understand how fundamental their employ-

er’s organisational values were to their own roles. CIPD (2010) research across 8 UK organisa-

tions, resulting in a data set of 5,291 questionnaires, considered levels of disengagement in 

respect of gender and found some interesting variations (see Box 11.3). For instance, they discov-

ered that men were significantly more disengaged overall than women: while 74 per cent of 

women report being moderately engaged, only 68 per cent of men are moderately engaged, and 

9 per cent of women are strongly engaged, while only 7 per cent of men are strongly engaged 

(Truss et al., 2006).

Explore The CIPD and Gallup both identify key characteristics of an ‘engaged employee’.

● Think about when you felt engaged at work. What factors contributed to that feeling?

● Can you think of incidences when you ‘went the extra mile’ as a result of being an engaged 
employee?

● Do you think you could repeat that same feeling with another organisation?
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Employee engagement figures (May 2013) highlight that the retail sector alone loses £628 million 

per year by failing to inspire its employees. The research also revealed that, by investing just 

10 per cent more in staff engagement, UK businesses in all sectors could add £2,700 per employee 

per year in profits. This could result in a staggering £49 billion growth across UK plc, equivalent 

to 3 per cent of the country’s current GDP.

The importance of effective management, clear and relevant communication, fairness and 

employee well-being is also identified in work undertaken for the CIPD. Case study research in 

two public-sector organisations and two private-sector firms (Gatenby et al., 2009) identifies a 

number of barriers to employee engagement, including:

● leadership style during organisational change and periods of low performance;

● reactive decision-making that does not pick up problems until it is too late;

● inconsistent management style leading to perceptions of unfairness;

● low perceptions of senior management visibility and quality of downward communication;

● incoherent communication channels – increasing the amount of communication does not 

necessarily contribute to employee perceptions of communication; clarity and timeliness are 

more important;

● poor work–life balance due to a long-hours culture;

● few opportunities for leadership development resulting in limited internal progression.

Box 11.3 Disengaged employees

● Younger workers are less engaged than older workers.

● Non-managers are less engaged than managers.

● Public-sector employees are less frequently engaged than in the private sector.

● Public-sector employees show higher levels of social and intellectual engagement, whereas private-sector 
employees are more engaged affectively.

Key controversy

How does an organisation ‘limit’ disengagement when the job is mundane and repetitive?

Explore Consider a time when you felt disengaged.

● Reflect upon the reasons for your non-engagement. Was there anything that you or your 
manager could have done to prevent you feeling disengaged?

Employee engagement and related concepts

We have seen that engagement is concerned with the employee’s connections with and feeling 

towards their job, but such sentiments do not occur in an organisational vacuum. There are other 

forces in play that directly or indirectly affect this relationship. In this section, we will explore 

the related themes of satisfaction and commitment.
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Engagement is therefore closely linked to the idea of job satisfaction. Individuals benefit from 

having a job that they consider to be interesting and worthwhile, while at the same time organisa-

tions are seen to gain performance benefits from having employees who will give of their best 

and ‘go the extra mile’ (CIPD, 2009). Robinson (2004) and Penna (2007) both propose a model 

of engagement that incorporates job satisfaction. They suggest that feeling valued at work, 

alongside having good two-way communication and opportunities for training and development, 

is important, as it acts as a key influence of positive job satisfaction. Robinson argues that sat-

isfaction with the job of work alone will not produce an engaged workforce, but it is a significant 

contributory factor.

This phenomenon can be seen in positions where the actual job itself is intrinsically satisfying 

but the place of work is not, for example, designers or engineers working in organisations where 

communication is poor, development opportunities are limited and career progression is 

restricted. In these situations, employees may take great pride in their work and derive an enor-

mous amount of personal job satisfaction, but they may do so without feeling any emotional 

connection to the organisation.

Engagement is frequently associated with organisational commitment. However, a key distinc-

tion between the two concepts is that the attitudinal experience of commitment occurs apart 

from, or as a consequence of, day-to-day work activity, whereas engagement is developed and 

sustained through work and particularly the interaction with managers and co-workers 

(Jones and Harter, 2005). So, engaged employees are likely to display high levels of commitment, 

but not all committed employees are actively engaged. The extent to which engagement and 

commitment are aligned is dependent on the nature of commitment. Meyer and Allen (1991) 

identify three different types of commitment: normative, continuance and affective commitment. 

Normative or moral commitment occurs where an individual feels that they ought to be com-

mitted to the organisation, regardless of whether or not they actually believe in the organisation’s 

values (Nickson et al., 2008). Continuance commitment is where an individual chooses to remain 

with an organisation as long as they consider that the benefits of doing so outweigh the costs of 

leaving. With affective commitment, individuals feel an emotional attachment to the organisa-

tion. This type of commitment is most directly associated with engagement and is the form of 

commitment most likely to be measured by employers (Silverman, 2004). Individuals displaying 

affective commitment are more likely to go the extra mile for the organisation, so it is closely 

associated with the behavioural component of employee engagement, frequently expressed as 

organisational citizenship behaviour.

The term organisational citizenship behaviour (OCB) covers a range of different behaviours, 

but what they have in common is that they are discretionary and beyond the immediate demands 

of the job. As these types of behaviour are not usually part of the reward system, absence of such 

behaviours is not punishable by the organisation, but performance of them can contribute to 

enhanced organisational performance (Barkworth, 2004). Podsakoff et al. (2000: 516–25) group 

OCBs into seven key themes:

● Helping behaviour – voluntarily helping others with, or preventing the occurrence of, work-

related problems.

● Sportsmanship – maintaining a positive attitude even when things do not go your way, not 

being offended when others do not follow your suggestions, being willing to sacrifice personal 

interest for the good of the group.

● Organisational loyalty – promoting the organisation to outsiders, defending it against external 

threats, remaining committed to it even under adverse circumstances.

● Organisational compliance – scrupulous adherence to organisational regulations and proce-

dures even when not being monitored or observed.

● Individual initiative – engaging in task-related behaviours at a level beyond generally 

expected levels, volunteering for extra responsibilities and encouraging others to do 

likewise.
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● Civic virtue – showing willingness to participate in organisational governance, monitoring 

the environment for threats and opportunities, looking out for the organisation’s best 

interests.

● Self-development – engaging in voluntary activities to improve knowledge, skills and abilities.

Commitment is conceptualised as a positive attachment and a willingness to exert energy for 

success of the organisation, a feeling of pride in being a member of the organisation and iden-

tifying with it at all levels. OCB is a behaviour observed within the work context that demon-

strates itself through proactively taking innovative initiatives and actively seeking opportunities 

to contribute and ‘go the extra mile’ beyond the employment contract. Robinson et al. (2004) 

and Rafferty et al. (2005) make the point that while engagement has similarities with the two 

concepts, neither really sufficiently reflects the two-way nature of engagement, that is, that it is 

a two-way mutual process between the employee and the organisation, or the extent to which 

engaged employees are expected to have an element of business awareness. Indeed, the precise 

definition offered by Robinson et al. (2004) clearly emphasises employee engagement as

a positive attitude held by the employee towards the organisation and its value. An engaged 

employee is frequently aware of business context, and works with colleagues to improve 

performance within the job for the benefit of the organisation. The organisation must work 

to develop and nurture engagement, which requires a two-way relationship between 

employer and employee.

Saks (2006) draws a similar parallel between commitment and engagement, suggesting that 

organisational commitment differs from engagement in that it refers to a person’s attitude and 

attachment towards their organisation. Engagement is not an attitude; it is the degree to which 

individuals are attentive and absorbed in the performance of their roles. And while OCB involves 

voluntary and informal behaviours that can help co-workers and the organisation, the focus of 

engagement is one’s formal role performance rather than extra-role and voluntary behaviour 

(Saks, 2006: 602). May et al. (2004) offer a further refinement of the academic theory, holding 

that engagement is also distinct from job involvement. According to May et al. (2004), job 

involvement is the result of a cognitive judgement about the extent to which the job has the ability 

to satisfy an individual’s ‘needs’ and is therefore closely aligned with one’s self-image. Engage-

ment has to do with how individuals employ themselves in the execution of their job. Further-

more, engagement involves the active use of emotions and behaviours in addition to cognitions. 

May et al. (2004: 12) conclude that ‘engagement may be thought of as an antecedent to job 

involvement in that individuals who experience deep engagement in their roles should come to 

identify with their jobs’. In summary then, it is seen as a construct that consists of cognitive, 

emotional and behavioural components that are strongly associated with individual role 

performance.

From this stance, it can be seen how employees who are totally absorbed in their job and 

understand how their specific function contributes to the overall business success would feel more 

passionate about the corporate goals and could and would exert their efforts beyond basic job 

requirements and responsibilities to meet customers’ demands and, by default, the aims of the 

organisation as a whole. This complex interplay of factors is described by others (Baumruk, 

2004; Shaw, 2005; Richman, 2006) as an emotional and intellectual commitment or, as Franks 

and Taylor (2004) describe it, as the amount of discretionary effort exhibited by employees in 

their jobs.

Thus, engagement can be seen to include elements of commitment to the organisation and its 

values, plus a willingness to communicate and help out colleagues (organisational citizenship). 

It goes beyond job satisfaction and is not simply motivation. Engagement is something the 

employee has to feel an intrinsic motivation to offer; it cannot be ‘required’ as part of the employ-

ment contract and as such has strong links to the idea of the psychological contract, in that it is 

unwritten, is highly influenced by the relationship the employee has with their direct line man-

ager, includes elements of trust and justice and is susceptible to being broken or violated.
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In particular, engagement is two-way: organisations must work to engage the employee, who 

in turn has a choice about the level of engagement to offer the employer. Each reinforces the 

other. An engaged employee experiences a blend of job satisfaction, organisational commitment, 

job involvement and feelings of empowerment. It is a concept that is greater than the sum of its 

parts.

Despite there being some debate about the precise meaning of employee engagement, there 

are three things we know about it: it is measurable; it can be correlated with performance; and 

it varies from poor to great. Most importantly, employers can do a great deal to influence people’s 

level of engagement. That is what makes it so important as a tool for business success.

Employee engagement as an exchange process

The idea of engagement being beneficial for all parties in the employment relationship suggests 

that it is predicated on the principles of an ‘exchange process’. The idea of explaining engage-

ment as a mutually beneficial and reciprocal arrangement has strong theoretical links to ‘social 

exchange theory’. Social exchange theory argues that obligations are generated through a series 

of interactions between two or more parties who are in a state of reciprocal interdependence; in 

the case of engagement, this is between the employee and the organisation. A basic principle of 

social exchange theory is that relationships evolve over time into trusting, loyal and mutual 

 commitments, as long as the parties involved operate and follow certain expected patterns of 

behaviours or ‘rules’ of exchange (Cropanzano and Mitchell, 2005). The rules of exchange may 

be formalised in a contract of employment, or may, as is more likely, be shaped by the unwritten 

expectations of the organisational culture and be very similar in formation and operation to the 

psychological contract. The aspect of reciprocity or repayment is based on the actions of one 

party resulting in a response or actions by the other party. So, for example, when employees 

receive economic and socio-emotional resources from their organisation, they feel obliged to 

respond in kind and repay the organisation (Cropanzano and Mitchell, 2005). This is totally 

consistent with Robinson et al.’s (2004) description of engagement as a two-way relationship 

between the employer and employee.

Explore Think of a time when you have been highly committed to excelling at a particular task or 
project.

● Were you engaged with the organisation and committed to the task, or just committed to 
the task?

One obvious way for employees to repay their organisation is through their level of engagement. 

That is, employees can influence and control the extent to which they willingly engage with their 

job and the organisation, and the level of engagement they choose to offer will vary according 

to how obligated they feel and how much they consider the employer deserves. It stands to reason 

therefore, that if the employee feels the organisation is behaving in an open, transparent and 

respectful manner towards them, they will ‘repay’ in full. Conversely, if the employee considers 

the organisation has reneged on agreements, breached or violated promises or treated them 

disrespectfully or less favourably than others (the socio-emotional resources of the exchange), 

they will have little sense of needing to repay the organisation and will choose to withhold their 

engagement. It is often difficult for employees to limit or withhold or reduce the level of their 

actual performance, as job performance is often evaluated through a formal performance man-

agement appraisal process and may be associated with pay, career progression and job security 

(the economic resources part of the exchange). It would therefore not be in the interest of the 
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employee to adversely affect their work rate, the quality of their work or the quality of their 

immediate relationships, for example, with customers. Thus, the actual work behaviour of an 

employee may remain consistent and of a high quality, while their level of cognitive and emo-

tional engagement may be consciously limited. Engagement and work behaviour can therefore 

be seen as two different constructs, although the antecedents of performance and organisational 

behaviour are consistent across the two aspects.

If the conditions of engagement are presented as the exchange of economic and socio-emo-

tional resources, then in terms of social exchange theory, when employees receive these resources 

from their organisation they feel obliged to repay the organisation with greater levels of engage-

ment. In terms of Kahn’s (1990) definition of engagement that we considered at the start of the 

chapter, employees feel obliged to bring themselves more deeply into their role performances as 

repayment for the resources they receive from their organisation. When the organisation fails to 

provide these resources, employees are more likely to withdraw and disengage themselves from 

their roles. So the amount of cognitive, emotional and physical resources that an individual is 

prepared to devote in the performance of their work is contingent on the economic and socio-

emotional resources they believe they receive from their organisation.

This scenario presents us with another poignant question. Namely, if employee engagement 

is part of an exchange relationship, is the exchange with the ‘job’ they are performing or the 

‘organisation’ in which they are performing the job? In other words, can an employee be engaged 

with the job but not the organisation and vice versa?

Key controversy

Employers should really be concerned with paying employees to do their job – whether the employee is engaged or 
not is immaterial, as long as they are meeting their objectives.

Saks (2006) was one of the first academics to take time to research this question in detail. The 

results demonstrated that while job and organisation engagement are indeed related, they remain 

very distinct constructs. The study evidenced that employees can be significantly engaged with 

their particular job while simultaneously being less engaged with the organisation. In addition, 

the relationships between job and organisation engagement with the antecedents and conse-

quences differed in a number of ways, suggesting that the psychological conditions that lead to 

job and organisation engagement, as well as the consequences, are not the same. Moreover, both 

job and organisation engagements explained significant and unique variance in job satisfaction, 

organisational commitment, intention to quit and OCB.

Given that we are dealing with human beings, it is not too much of a leap of faith to anticipate 

a situation in which one employee ‘believes’ the resource exchange is fair and is therefore fully 

engaged, while another employee, in the same situation, believes the exchange to be unfair and 

is therefore disengaged. The concept of justice provides a further antecedent to the concept of 

engagement.

The study by Saks (2006) was one of the first to suggest that a meaningful distinction between 

job and organisation engagement existed but that both could, to a certain extent, be predicted. 

Saks identified two particular sets of predicators: positive organisational support and justice. 

Let’s examine each in turn. At the start of the chapter, we discussed some of the elements associ-

ated with engagement, for example, Penna (2007) identified job satisfaction, feeling valued at 

work, communication and training and development as key influences of engagement, while the 

CIPD identified meaningfulness of work, voice, being able to feed your views upwards, senior 

management communication and vision, supportive work environment, person–job fit and line 

management style.
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It can be discerned that some of the factors are related to wider organisational dimensions, 

for example, a supportive work environment, while others are more job-specific, for example, 

person–job fit. Saks (2006) found that employees who are provided with jobs that are high on 

positive job characteristics are more likely to reciprocate with greater job engagement and, fur-

ther, that greater engagement at the level of the job resulted in higher levels of engagement with 

the organisation. Organisational engagement was positively related to employees’ attitudes, 

intentions and behaviours, and, in particular, organisational commitment, intention to quit and 

OCB. The extent to which an employee was engaged with the organisation was influenced by 

the extent to which they considered they were being treated fairly; in other words, job character-

istics predicted job engagement, and procedural justice predicted organisation engagement. The 

link with social exchange theory rests on the understanding that employees who perceive higher 

organisational support are more likely to reciprocate with greater levels of engagement in their 

job and in the organisation; employees who are provided with jobs that are high on the job 

characteristics are more likely to reciprocate with greater job engagement; and employees who 

have higher perceptions of procedural justice are more likely to reciprocate with greater organisa-

tion engagement. Engaged employees are also more likely to have a high-quality relationship with 

their employer, leading them also to have more positive attitudes, intentions and behaviours. 

Finally, the study by Saks (2006) found that out of the two aspects of job engagement and organi-

sation engagement, organisation engagement was a much stronger predictor of all of the positive 

outcomes associated with employee engagement.

Employee engagement and psychological well-being

Employee engagement has a cognitive and emotional component, and therefore strong links 

with psychological well-being. This connection is explored in detail by Robertson and Cooper 

(2009, 2012). In the definitions discussed earlier, we noted how the research evidenced a link 

between engagement and positive organisational outcomes and how this approach contained 

the two well-established concepts of organisational citizenship and commitment. This per-

spective adopted by senior business practitioners (Meyer, 1997; Robinson et al., 2004; 

Attridge, 2009) assumes that, broadly, positive employee attitudes, which organisations are 

keen to foster, are associated with better performance, and an employee with enhanced per-

formance is likely to be happier and healthier (Wright and Cropanzano, 2000). However, 

Robertson and Cooper (2012: 226) state: ‘[S]uch a narrow focus risks losing the gains associ-

ated with higher levels of psychological well-being for both the organisation and the employ-

ees themselves’.

Their combined work was predicated on a belief that the construct of engagement needed to 

be wider and that ‘full engagement’ (Robertson and Cooper, 2009: 329) comprised commitment 

and citizenship and also the separate construct of psychological well-being. Their ongoing 

research therefore sought to disentangle the extent to which it may be distinguished from positive 

job and work attitudes (engagement) and the extent to which positive psychological well-being 

explains variance in productivity, over and above that which is explained by engagement 

(Robertson et al., 2012: 227). The study in 2012 consisted of 9,930 individuals from 12 separate 

UK organisations across the public and private sectors and assessed well-being using a standard-

ised 11-point psychological health scale. They found support for the idea that, although psycho-

logical well-being and positive job and work attitudes are related, they are in fact separate and 

distinctive constructs and evidence different relationships with productivity. Employees with 

higher levels of psychological well-being were found to be more optimistic, more resilient in the 

face of setbacks and to have a stronger belief in their own ability to cope with things (Robertson, 

2012: 320). This is important for HR practitioners, because if they focus only on employee work 

attitudes and ignore the psychological aspects, they will limit the benefits that can be obtained 

through initiatives designed to enhance engagement. A simple three-category system provides 
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a way of organising the types of intervention that might be developed to improve psychological 

well-being:

● composition, that is, changing the composition of the people in the workforce through selec-

tion processes, redeployment and job placement;

● development, that is, developing people who are already part of the workforce through coaching, 

feedback, stress management training and the use of effective resilience building programmes;

● situational engineering, that is, re-engineering the situation that people work in through work 

and job redesign, changes in management and supervision and organisational change.

The findings from these two studies, in particular, place a strong emphasis on the individual 

psychological well-being of the employee being a major factor in determining the level of positive 

engagement. The work of Anderson and Keillher (2009) and Susi and Jawaharrani (2011) con-

sidered the factors contributing to a positive psychological state and found that employees who 

had a good work–life balance were more likely to feel psychologically healthy. Analysing this 

further, their work evidenced the importance of flexible working options as a significant con-

tributory element. Defining flexible working as flexible work hours (e.g. flexitime, which permits 

workers to vary their start and finish times provided a certain number of hours are worked), 

a compressed work week (employees work a full week’s worth of hours in four days and take the 

fifth off), working from home (remote working) and sharing a full-time job between two employ-

ees (job-sharing), they found that flexibility enhanced feelings of engagement:

● Flexible working builds commitment.

● Flexible workers feel more job satisfaction.

● Flexible workers go the extra mile.

● Flexible working attracts talent.

The conclusion was that organisations offering flexible working were demonstrating a higher 

level of trust in their employees and operating with a higher level of transparency. This enabled 

employees to have a greater degree of choice and control over their daily working patterns, and 

it was this expression of trust, combined with the freedom of choice, that was the significant 

factor that positively influenced their feelings about their jobs, their individual psychological 

well-being and the organisations for which they worked (Anderson and Keillher, 2009: 14). Rich-

man et al. (2008) reported similar findings that stressed the importance of choice and control as 

fundamental elements of well-being and engagement. They found that the actual number of 

flexible time policies directly affected commitment to the employer and work-related stress, 

which mediated the costs of having flexible working to the organisation in terms of job perfor-

mance, absenteeism and missed time.

The existence of supportive work–life practices, especially schedule flexibility and the pres-

ence of supportive supervisors, had direct positive effects on the employees’ perceived control 

over work and family matters, as well as some direct effects on psychological, physiological and 

behavioural indicators of strain. Perceived control, in turn, was associated with lower levels of 

work–family conflict, and lower levels of job dissatisfaction, depression, somatic complaints and 

blood cholesterol. The availability of specific work–life programmes, work hours and distinct 

aspects of the work family culture (time demands, manager support and sensitivity, and negative 

career consequences of devoting time to family) were differentially related to outcomes of affec-

tive commitment, work–family conflict and intention to leave the organisation.

Organisational drivers of engagement

Engagement does not occur by accident. It is the outcome of several highly integrated approaches 

to the management of human resources that shape and direct patterns of behaviour, thinking, 
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action and culture. In this respect, it is possible to see how one policy, for example, on absence 

management, may influence perceptions of equity and fairness and thereby affect morale among 

the workers. The task force of 2012, often referred to as the ‘MacLeod Review’, identified four 

key ‘enablers’ that are found in highly engaged organisations:

● Visible, empowering leadership providing a strong strategic narrative about the organisation, 

where it has come from and where it’s going.

● Engaging managers who:

– focus their people and give them scope;

– treat their people as individuals;

– coach and stretch their people.

● Employee voice throughout the organisation, for reinforcing and challenging views; between 

functions and externally; employees are seen as central to the solution.

● Organisational integrity – the values on the wall are reflected in day-to-day behaviours. There 

is no ‘say–do’ gap.

So what can organisations do to improve levels of engagement? Research undertaken by the IES 

(Robinson et al., 2004: 24) indicates that the following areas are of fundamental importance to 

engagement:

● Good quality line management – managers who care about their employees, treat them fairly, 

encourage them to perform well, take an interest in their career aspirations and provide oppor-

tunities for development.

● Two-way, open communication – allows employees to voice ideas and suggestions and keeps 

employees informed about the things that are relevant to them.

● Effective cooperation – between different departments and between management and trade 

unions.

● Focus on employee development – providing training that employees need for their current 

role and fair access to development opportunities.

● Commitment to employee well-being – taking health and safety seriously, working to minimise 

accidents, injuries, violence and harassment, and taking effective action should a problem 

occur.

● Clear, accessible HR policies and practices – senior management and line management com-

mitment to appraisals, equal opportunities and family friendliness.

● Fair pay and benefits – in terms of comparison inside and outside the organisation.

● Harmonious working environment – encouraging employees to respect and help each other.

These drivers for engagement are represented in Figure 11.1 in a model adapted from the work 

of Robinson et al. (2004).

Employee engagement is more likely to occur when certain conditions exist. Employers can 

maximise employee engagement by improving these factors.

Organisational benefits of employee engagement

Engaged employees may often feel ‘better’ about themselves and about their work, but are there 

any known organisational benefits to having an engaged workforce? Understanding the range of 

performance outcomes influenced by engagement is important because of the established con-

nections between past engagement and future performance, and there is a wealth of evidence 

illustrating the value to business of leveraging this relationship. Buckingham is so convinced that 

he told the MacLeod Review team that the relationship between engagement and performance 
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was four times stronger than the reverse, leading him to conclude that it was engagement that 

drove performance (2009). The implication for business is that investing to secure engagement 

far outweighs and is far more effective than dealing with the outcomes of managing a non-

engaged workforce. In a recent CBI Harvey Nash employment trends survey (July 2012), securing 

high levels of employee engagement was seen as the top workforce priority for UK businesses, 

ahead even of containing labour costs. In the same year, the head of the civil service identified 

increasing engagement among all public-sector employees as a priority.

Multiple meta-analytic studies have demonstrated robust cross-sectional links between 

employee engagement and increases in profits, productivity, innovation, beneficial discretionary 

effort, customer satisfaction and customer retention. Studies such as those by Podsakoff et al. 

(2002), Halsbesleben (2010) and Christian (2011) have demonstrated that employee engagement 

reduces absence, voluntary turnover, sabotage and a range of other negative behaviours. These 

studies have also demonstrated that employee engagement reduces absence, voluntary turnover, 

sabotage and a range of other negative behaviours. A study published in 2006 by ISR Global 

Research brought a greater sense of urgency to the employee engagement discussion. Simply 

stated, employee engagement was seen to affect the bottom line and so ultimately profitability. 

Organisations with high levels of employee engagement were found to perform better finan-

cially, reducing their cost base and increasing profits, compared with benchmarked organisations 

with lower levels of engagement. In 2010, Gallup, a world leading survey and consultancy 

organisation, suggested that the world’s top-performing organisations understood that employee 

engagement was a force that drove effective business outcomes. A Gallup (2006) study looking 

at data from over 23,000 business units demonstrated that those with the highest engagement 

scores (top 25 per cent) averaged 18 per cent higher productivity than those with the lowest 

engagement scores (bottom 25 per cent), leading them to conclude that engaged employees were 

more  productive, more profitable, more customer-focused, safer and more likely to stay with 

the organisation.

Marks & Spencer’s research shows that over a four-year period stores with improving engage-

ment had, on average, delivered £62 million more sales to the business every year than stores with 

declining engagement. Sainsbury’s have found a clear link between higher levels of engagement 

and sales performance, with the level of colleague engagement contributing up to 15 per cent of 

a store’s year-on-year growth.

The Engagement Task Force of 2012 demonstrated how engagement spanned multiple aspects 

of organisational life. Employees themselves shared the view that engagement and customer 

satisfaction go hand in hand. In particular, 78 per cent of highly engaged employees in the UK 

public sector in 2007 said they could make an impact on public services delivery or customer 

service.

Figure 11.1  Model One: Drivers of engagement.
(Source: Robinson et al. (2004).)
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Management philosophies such as total quality management (TQM), quality circles, employee 

voice and feedback schemes are important for strategic leadership, communication and consulta-

tion, as well as systems and processes that encourage employee involvement in the generation 

and delivery of ideas that improve productivity. These ideas resonate strongly with the four 

enablers of employee engagement (visible, manager, voice and integrity). They also provide a 

convenient vehicle through which to enable employees to have a voice, to feel as though they are 

being consulted and that their opinions matter. By creating a business environment and a culture 

that suggests ‘inclusion’ and ‘involvement’, the likelihood that employees will feel more valued 

is greater, and it is known that employees who feel valued are more engaged, that engaged 

employees perform better and that enhanced performance leads to improved profitability. The 

employee engagement cycle is therefore virtuous, and thus the risk of employees being disengaged 

threatens the achievement of positive benefits.

Key controversy

Organisations are clever. They purposefully work at creating an environment in which employees are successfully 
duped into feeling that their voice is being heard and that their opinions matter.

Academics, alongside practitioners (e.g. Saks, 2006), also agree that the organisational and 

business benefits derived from having a fully engaged workforce can be tangible and extremely 

positive. Rentokil Initial (see Box 11.4) found a clear benefit from increased engagement in 

the form of improved staff  retention. This positive correlation is further evidenced in Harter 

and Hayes’ (2002) meta-analysis study in which they found significant correlations between 

high reported levels of  engagement and the following business dimensions (Harter and 

Hayes, 2002: 272):

● improved retention of talent;

● enhanced levels of customer satisfaction;

● improved individual performance;

● higher team performance;

● greater business unit productivity and profitability;

● increased enterprise-level financial performance.

Box 11.4 Rentokil Initial

Rentokil Initial plc has a 66,000 employee group, £2.5 billion turnover and services ranging from pest control to parcel 

delivery. . . . As a people-based service organisation, Rentokil Initial’s service and business results depend heavily on 

how engaged their employees feel.

The determination and discretionary efforts of employees, particularly sales employees, are crucial to business suc-
cess, and the cost of replacing employees is approximately 1.5–2 times annual salary plus opportunity costs. Rentokil 
employed a combination of correlation and gap analysis using 15 months of data and found that those teams that 
went on to produce the best gross margin began the period with higher engagement levels (+5 per cent) than the 

➨
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The evidence provided indicates that employee engagement has a material effect on the bottom 

line in a wide variety of settings and that engaged employees can contribute in ways that affect 

business performance (profits, productivity, innovation and customer measures) as well as in ways 

that affect less tangible aspects of business performance, for example, the people indicators 

(levels of innovation, morale, well-being, absence/turnover and health and safety). Engaged 

employees can provide things that are essential for organisations to navigate a turbulent business 

environment, and in the best-performing organisations employee engagement transcends HR 

initiatives and becomes a central feature of the prevailing culture. In summary, engagement is 

seen as a strategic approach to business which is supported by policies to drive improvement and 

organisational change.

Before we progress, we need to reflect on some of the less obvious implications of these com-

ments. It is accepted by many commentators that employees are ‘engaged’ if they have a positive 

attitude towards work. Purcell et al. (2003) extend this thinking, suggesting that employee 

engagement is only really meaningful if there is a more genuine sharing of responsibility between 

management and employees on issues of substance. The CIPD survey conducted by Truss et al. 

(2006) suggested that strengthening the employee voice can make a real difference to organisa-

tional performance, in particular if they have the chance to feed their voice up the organisational 

chain of command. The CIPD survey concluded that currently many organisations are not that 

successful in doing this and as a result many employees felt they lacked opportunities to express 

their views and be involved in important decisions.

This finding provokes the following question: if organisations are capable of complex and 

integrated strategic thinking and the effective execution of complex business planning, how is 

it that they ‘fail’ in generating opportunities for employees to voice their views? Research by 

Robinson (2006) indicates that many employees are greatly under-utilised in the workplace 

through the lack of opportunities to become involved in work-based decisions and limited 

opportunities to have their voice heard. Could this be deliberate on the part of the organisa-

tions? Critics have argued that management is firmly in control and permits only very limited 

opportunities for employees to exert any real influence. Hyman and Mason (1995) argue that, 

in reality, schemes to cultivate employee engagement ‘extend little or no input into corporate or 

higher level decision making’ (p. 387) and generally do not entail any significant sharing of 

power and authority. Similarly, Blyton and Turnbull (2004: 272) argue that employee involve-

ment is ‘soft on power’, reinforcing a cycle of low-trust relationships. The suggestion is that 

while organisations recognise the potential value of having an engaged workforce, some are also 

fearful of letting go of their power base. In effect, they give scant recognition to the rhetoric of 

engagement, but actually do little in practice to really permit an equal involvement by the 

employees.

Key controversy

Does the organisational rhetoric of employee engagement far outweigh the opportunities for engagement that exist 
in reality?

initial engagement levels of underperforming teams. The work revealed a key role for engagement in employee reten-
tion, especially for sales employees. Rentokil Initial found that ‘a one percentage point improvement in engagement 
improved retention by 0.39 per cent. The teams that improved engagement the most saw retention increase by 
6.7 percentage points, providing an estimated saving of £7 million’.

(Source: Evidence Case Study: Rentokil Initial 1 April 2013, http://www.engageforsuccess.org/ideas-tools/evidence-case-study-rentokil-initial/; 
accessed 17 June 2013.)

http://www.engageforsuccess.org/ideas-tools/evidence-case-study-rentokil-initial/
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Employee engagement and the older worker

Enhancing levels of engagement is important for all employees, and given that we know the aver-

age age of the working population is increasing, ensuring engagement among older workers is 

essential. Koc-Menard (2009) considers the role that older workers can play in the anticipated 

talent shortage. He points out that in both North America and Europe, the number of 55-year-

old-plus (55+ ) workers who choose to extend their work life has increased steadily during the 

past decades and economists expect this trend to continue (Koc-Menard, 2009: 31). He continues, 

suggesting that older workers extend their work life either by delaying retirement or by working 

during retirement and that many companies find it attractive to employ 55+  workers because 

they bring in valuable assets, such as long experience, in-depth organisational and technical 

knowledge and rich networks of professional contacts. Attracting older workers has therefore 

become a key HR priority, but one with a potential problem because, although continued income 

can induce older workers to remain in employment, this may not be sufficient to ensure motiva-

tion and, specifically, engagement.

The engagement of older workers deserves particular attention, in part because it has long 

been assumed that it was normative for workers to become disengaged from their work as they 

get older. To date, however, the academic literature has focused only limited attention on employ-

ers’ efforts to adjust their strategies for engagement in response to differences in the ages of their 

employees. Keen to understand the relationship between the older worker and levels of engage-

ment, Pitt-Catsouphes and Matz-Costa (2009) undertook a study involving 83,454 employees in 

22 different companies. Four of these companies were in the pharmaceutical industry, five were 

in technology, five in manufacturing, four in finance and professional services, and four were uni-

versities. Findings showed that, when compared, workers younger than 35 years old were engaged 

and, equally, workers aged 55 and older were also highly engaged. This could be explained by 

the removal of the retirement age, so those who remain in work do so because they want to rather 

than because they are required to by law. The findings have important implications for the older 

workers and employers.

Previous studies have found that increases in engagement can have ameliorative effects for 

employees; this effect suggests that flexibility can be one way to increase older workers’ psycho-

logical well-being. The positive, moderating effect of flexibility, as described earlier, provides 

employers with one practical way to maintain the engagement of their talented older workers 

who want to extend their participation in the labour force. Providing employees with access to 

the flexibility they need provides managers with a tool to enhance the engagement of workers 

of all ages, but especially older workers. In summary, having access to much-needed flexibility 

can be beneficial for employees because older workers express a preference for having access to 

flexible work options; and, in turn, beneficial for employers because having access to needed 

flexibility augments engagement, which, as we have seen, is associated with positive outcomes 

for all parties in the employment relationship (see Box 11.5).

Box 11.5 Flexible working at BT

Since 2001, British Telecommunications (BT) has operated a flexible working portfolio, ‘Achieving the balance’, which 
is open to all employees but is particularly aimed at 55+  workers. It includes compressed hours, part-time work 
opportunities and home working and is built on the following elements:

● Wind down: reducing the number of hours at work.

● Step down: moving to a position with fewer responsibilities.
➨
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Explore ● Have you ever participated in an engagement or attitude survey at work?

● If so, did you feel it was really measuring valuable constructs and that it would enable the 
organisation to make effective changes to levels of employee engagement?

● Did you answer it with complete honesty or were you somewhat guarded in your responses? 
Why was this?

Foster (2005) suggested that this process enabled BT to develop an appropriate exchange relation-

ship with older employees. The workers receive an opportunity to delay their retirement, while 

remaining high-value staff to the organisation. It enabled BT to address recruitment challenges 

related to technical positions and sustain an age-diverse workforce which is able to appreciate 

and respond to the needs of an ageing client base. As a consequence of being offered jobs that 

fit the needs of the person, the outcome enabled BT to gain the full engagement of these 

employees.

Measuring employee engagement

There is considerable interest in measuring levels of engagement, partly because of the numerous 

links that have been made between high levels of engagement and positive business and the natu-

ral tendency for organisations to interpret this connection as a source of competitive advantage 

(Kular et al., 2008). Most efforts to measure engagement have been at the level of the individual 

worker. Individual-level scores are most often aggregated to provide a level of engagement across 

all employees in a particular organisation or work cohort.

Many leading international business consulting companies have developed their own propri-

etary survey tools and processes for measuring work engagement, and, while there is some vari-

ation among them, most address similar themes. One of the most popular approaches in this 

area comes from the Gallup Organisation (Harter et al., 2003; Harter and Schmidt, 2008). Results 

of this work have yielded a 12-item Gallup Workplace Audit (Wagner and Harter, 2006; Rath, 

2007; Rath and Conchie, 2009).

Casual observation suggests that much of the appeal to organisational management is driven by 

claims that employee engagement drives bottom-line results. Indeed, at least one HR consulting 

firm (Hewitt Associates LLC) indicates that it has ‘established a conclusive, compelling relation-

ship between engagement and profitability through higher productivity, sales, customer satisfac-

tion, and employee retention’ (Hewitt Associates LLC, 2005: 1). However, the extent to which 

these organisational benefits can be ascribed to engagement begs the question, as a minimum, 

as to whether engagement is a unique concept or merely a repackaging of other constructs, what 

Kelley (1927; cited in Lubinski, 2004: 98) called the ‘Jangle Fallacy’. This is a matter of particular 

● Time out: taking a career break or a sabbatical (for up to two years).

● Helping hands: taking up charity assignments (also for up to two years).

● Ease down: gradually reducing responsibilities.

(Source: Foster (2005).)
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significance to those who develop and conduct employee surveys in organisations, because the 

end users of these products expect interpretations of the results to be in terms of actionable 

implications. Yet, if the organisation is not certain of precisely what it is measuring, the findings 

will be at best vague and, at worst, a leap of faith.

Subjective definitions and measurement without action can do more harm than good. Simply 

surveying for the current level of engagement and then doing nothing with that information may 

lead to employees feeling that they are being ignored, which may adversely affect morale and 

levels of trust. Identifying and analysing engagement levels and the drivers of success have to be 

the first step. However, many organisations continue to attempt to measure employee engage-

ment through the use of surveys. Different names are used for this purpose, including an engage-

ment survey, an attitude survey, a work climate improvement survey and an employee opinion 

survey.

In 2005, Shaw reviewed employee engagement research and the measurement proposals of 

many entities, but his study struggled to provide any real clarification. Shaw offered suggestions 

based on sifting through desk research and interviews and trying to subject the ideas to some 

reasoned analysis. Shaw broke engagement questions into three macro categories: climate, driver 

and outcome. In the end, however, Shaw (2005) concluded that it is arguably unfeasible to 

directly measure in the survey all the actions behind engagement, due to the fact that there are 

potentially thousands of  different individual actions, attitudes and processes that affect 

engagement.

Over and above the inherent problems of actually defining what is meant by the term ‘employee 

engagement’, other issues are associated with the use of engagement surveys. Ruck (2011) sug-

gests that employee engagement surveys are so ubiquitous they are accepted as part of everyday 

working life, and while there are good reasons for surveys (e.g. they can identify, in general terms, 

what employees are thinking about managers and the organisation), they have a number of inher-

ent problems, which he lists as:

● They measure the wrong factors.

● They are mainly quantitative.

● They are conducted too often.

● The expenditure would be better used for more communication with employees.

● They might be used as an excuse for not involving employees in day-to-day management.

Sullivan (2012) identified several other issues associated with the use of engagement surveys. 

Setting aside those we have already considered, such as problems associated with definition, some 

of the most significant issues include the following:

1. Engagement is not productivity or an output. A primary concern of organisations is often 

increasing productivity or output, and while employee engagement may contribute to pro-

ductivity, in and of itself, it is not productivity. An employee may be fully engaged and emo-

tionally tied to the firm but, without the proper training, leaders, resources or voice, no 

amount of engagement will improve productivity.

2. Engagement is not a cause. Many engagement studies attempt to demonstrate a statistical 

correlation between higher levels of engagement and enhanced levels of productivity, reten-

tion, customer satisfaction or being a top performer. But correlations alone can never prove 

cause and effect. Another alternative explanation for the apparent connection between 

engagement and productivity is that when employees are productive, well rewarded, recog-

nised, well managed, and when they produce a great product, then it is those workplace 

factors that eventually increase their engagement. Equally, if an organisation is seeking to 

improve efficiency, they may limit overtime, implement pay and hiring freezes, and restrict 

training. These factors may precipitate a fall in expressed levels of engagement, but may in 

fact improve overall business performance and profitability.
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3. The ROI may be low. The cost of employee surveys themselves is high, because in addition 

to the survey costs, each employee must spend paid time filling them out. The time spent 

analysing, interpreting and presenting the results can also be significant. This, coupled with 

the fact that any ‘action’ to improve engagement must be implemented company-wide, makes 

it a significant possibility that the costs will outweigh the benefits.

4. Outside factors may influence engagement. It is accepted that morale and employee motiva-

tion are influenced by factors outside the organisation. It is possible that, during periods of 

high unemployment, employees may feel closer emotional ties simply because they are in 

employment.

5. High levels of  engagement may not reduce employee turnover. Much of the rhetoric around 

engagement suggests that high levels will contribute towards staff retention, but a study by 

Harris et al. (2010) showed a weak connection between engagement and turnover, finding 

that 43 per cent of the most highly engaged workers had a weak intention to stay. In addition, 

too strong a level of engagement may adversely affect judgement – there are organisations, 

including Kodak, Xerox and HP, that were extremely successful in building loyalty, but it was 

so strong that it resulted in group-think and discounting of external threats or the need for 

change. The study by Harris et al. was revealing, in that it found that, in order to be success-

ful, different approaches to engagement were required for different types of employee. For 

example, analysts are most engaged when they understand the business side of things as well 

as the analytics, when they know what is expected of them, and when they can keep their 

technical skills and expertise current. They are most likely to stay when they have a high 

degree of management support. But when they examined how well companies were arming 

analysts with critical information about the business, setting clear roles and expectations, 

feeding analysts’ desire to keep up with the latest tools and techniques, and giving analysts 

the management support they needed, they suggested that many organisations still had a 

long way to go in differentiating responses and actions to meet the needs of specific cohorts 

of employees (Harris et al., 2010: 30).

Weaver (2013) expressed similar concerns over the unfettered use of engagement surveys and 

associated action, suggesting that they:

● reinforce the limiting belief that employee engagement is a process or capability – something 

that the organisation and its leaders ‘do’ – rather than an outcome they need to strive to 

secure;

● play into the common preference for rational data driving pragmatic action and encourage a 

superficial, symptomatic view of what it takes to engage people (devaluing the concept of 

engagement along the way);

● fragment focus on what are perceived as specific engagement issues, driven by individual or 

clusters of questions, and draw attention away from the more fundamental issues that often 

undermine engagement;

● legitimise waste and, in extreme cases, destructive behaviours and initiatives that ironically 

often highlight, rather than resolve, the fundamental cultural and leadership issues they intend 

to address.

While it is clear from the preceding section that engagement is a current hot topic in HR and 

that many organisations are aware of the ‘known’ drivers of engagement, what is less clear is 

how organisations define the term and, as a consequence, exactly how valuable it is to really 

attempt to measure it or attempt statistical evaluations of levels of engagement. What also 

became apparent from the work of Harris et al. (2010) is the need to distinguish between the 

factors that promote engagement among different cohorts of workers and, finally, that, even with 

the best intentions, measurements of engagement do not come with their own set of health 

warnings.
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Key controversy

Employee engagement surveys are a waste of time and resources; most organisations are unclear about what it is they 
are measuring and employees are weary of being asked for their views and opinions, only for these to be 
disregarded.

Organisational strategies for enhancing employee engagement

Thus far the chapter has considered a range of issues related to the idea of employee engagement. 

We have come to understand the complex nature of the concept and to appreciate it as the cogni-

tive, emotional and physical aspects of job performance, characterised by absorption, dedication 

and vigour, and dependent upon the psychological conditions of meaningfulness, safety and 

availability. In this final section, we will consider the strategies that organisations adopt in order 

to actively support and enhance the level of employee engagement.

It is known from studies that employees actively want to be engaged in their work. Blessing-

White (2006) confirms the desire of employees to be more engaged, finding that almost two-thirds 

(60 per cent) of the employees surveyed wanted more opportunities to grow and develop in their 

roles and as individuals. Wellins (2005: 11), in the Development Dimensions International report, 

which defines engagement as ‘the extent to which people enjoy and believe in what they do and 

feel valued for doing it’, stated that employees wanted (pp. 12–15):

● attachment to the job;

● agreeableness;

● emotional stability;

● openness to experience;

● achievement orientation;

● self-efficacy.

It was also stated that, in order to achieve this, managers must do five things to create a highly 

engaged workforce:

● Align efforts with strategy.

● Empower employees.

● Promote and encourage teamwork and collaboration.

● Help people grow and develop.

● Provide support and recognition where appropriate.

The challenge for organisations is to create and sustain an environment, culture, relationships 

and work roles that enable and facilitate employee engagement. Stated in this way, this sounds 

relatively straightforward; in reality, however, the approaches and strategies required are as mul-

tifaceted and complex as the concept itself and it almost goes without saying that, once again, 

‘one size will not fit all’.

For today’s different generations, access to training and career opportunities, work/life bal-

ance and empowerment to make decisions are important factors in the working life. To foster a 

culture of employee engagement, changing expectations and patterns of behaviours need to be 
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taken into consideration in the design of strategies to enhance levels of engagement. Vance (2006) 

details some of the changing workplace dynamics that have influenced the growing interest in 

employee engagement and the approaches that have been adopted:

● Employee–employer relationships are evolving into partnerships.

● There is an increased demand for work–life balance.

● HR has a more strategic role in promoting the links between employee performance and its 

impact on business goals.

● There is an increasing focus on selective retention for keeping mission-critical talent.

● There is greater work intensification as employers seek to increase productivity with fewer 

employees and resources.

● Acquiring and retaining key talent are re-emerging as top issues of concern.

● There is a decline in traditional communication methods and an increase in online 

communication.

● Needs, wants and behaviours of the talent pool are driving changes in attraction, selection 

and retention practices.

In acknowledging these factors, organisations have responded in ways designed to leverage levels 

of engagement.

Culture

The literature draws attention to the significance of creating and sustaining an appropriate 

culture. Research shows that organisations that provide a workplace culture with the psychologi-

cal conditions of meaningfulness (job enrichment and work–role fit), safety (supportive manager 

and co-workers) and availability (sufficient and suitable resources) are more likely to have 

engaged employees (Kay and Jordan-Evans, 2003; May et al., 2004; Lockwood, 2007).

Consequently, organisations considered as an ‘employer of choice’ are more likely to attract 

and retain the best talent and have higher levels of engagement. Beyond compensation and ben-

efits, key retention factors include the mission and values of the company, treatment of people, 

learning and development opportunities, work–life balance policies and practices, and rewards 

to employees for their efforts.

In addition, employee loyalty must be earned through a culture of respect, integrity and learn-

ing and development. Therefore, an organisation that treats its employees with dignity and 

respect creates a workplace culture that fosters loyalty and engagement by weaving retention and 

engagement into the fabric of the workplace culture.

Communication

Clear, consistent and honest communication is an important management tool in leveraging 

employee engagement. HR therefore needs to ensure that it promotes clear, concise informa-

tion about the key business objectives and priorities. Most crucially, the organisation needs 

to ensure that there are channels for employees to engage with the communication and feel 

confident that their voices are heard and responded to. Communication strategies that 

encourage employee engagement though open dialogue and strategic and continuous com-

munication that lends credibility to the organisation’s leadership are more likely to create an 

engaged workforce. On the other hand, a lack of communication or poorly communicated 

information can lead to distrust, dissatisfaction, scepticism, cynicism and unwanted 

turnover.
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Effective managers

Research by BlessingWhite (2013) highlighted the manager–employee relationship as the number 

one factor that influences the level of employee engagement. The manager creates the connection 

between the employee and the organisation and, as a result, the manager–employee relationship 

is often the ‘deal breaker’ in relation to retention. Their study shows that employees who trust 

their managers appear to have more pride in the organisation and are more likely to feel they are 

applying their individual talents for their own success and for that of the organisation. However, 

the findings also show that only 56 per cent of employees considered that their manager had a 

good understanding of their specific job function or fully utilised their unique talents.

BlessingWhite (2013) concluded that managers who demonstrate the following characteristics 

promote employee engagement:

● Showed a strong commitment to diversity.

● Took responsibility for successes and failures.

● Demonstrated honesty and integrity.

● Found solutions to problems.

● Respected and cared for employees as individuals.

● Set realistic performance expectations.

● Demonstrated passion for success.

● Defended their direct reports.

They also suggested that, by implication, organisations ought to rethink keeping managers who 

fostered disengaged employees and so lost valuable talent to competitors.

The working environment

Engagement levels are affected by the working environment. Where employees can see that they 

have support from others to help them do their job, there is a sense of teamwork and they can 

safely express themselves, then engagement will be higher. This is also linked to ensuring that 

employees are matched to their jobs. The extent to which there is synergy is a critical driver of 

engagement. This is one area where HR professionals can play an important role in helping 

line managers to design jobs effectively, and develop selection processes that match individual 

skills to jobs. There are clear links here with effective recruitment and selection and ongoing 

performance review, feedback and development opportunities. The absence of any of these 

essential actions will limit levels of engagement. There is a further consideration, which is the 

need for organisations to pay close attention to the selection, development and performance 

management of line managers to ensure that they maximise their potential to be engaging 

leaders.

Governmental strategies for enhancing employee engagement

In 2009, the UK government commissioned a review of employee engagement. The group, chaired 

by David MacLeod and Nita Clarke, drew on studies of a wide range of organisations in both 

private and public sectors. It concluded that leadership, line management, employee voice and 

integrity are key enablers of engagement and that ‘the correlation between engagement, well-

being and performance is repeated too often for it to be a coincidence’:
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● The government should work to raise awareness of employee engagement benefits and 

techniques.

● A senior sponsor group bringing together business, the public sector, not-for-profit organisa-

tions and unions should be set up to boost understanding of this vital topic.

● The government and its agencies should work together to ensure that support is tailored to 

the needs of organisations in different sectors.

Following the report, in March 2011, David Cameroon (Prime Minister at the time) announced 

a new industry-led task force to build on the work of the earlier report. A practitioner group has 

since been established which welcomes participation from UK-based private-, public- and third-

sector organisations. The task force is charged with publishing evidence on the impact of 

employee engagement on performance, productivity and profitability; launching a major free-

to-use interactive website with information, case studies, tools and techniques; holding engage-

ment events in a wide range of companies and organisations; and rolling out a national 

practitioners’ network. Employee engagement as a strategy to support economic growth has 

clearly secured the interest of the government.

Patterns of engagement across the world

So far this chapter has focused on engagement in the UK and the USA, but interest in the con-

cept is worldwide, so it is important to consider whether the same engagement techniques work 

for employees in countries with different economies and cultures. In 2004, International Survey 

Research (ISR), the international research consultancy, completed a major survey into the 

nature and causes of employee engagement and how organisations can improve engagement to 

enhance business performance. The survey was conducted across 10 of the world’s largest 

economies – Australia, Brazil, Canada, France, Germany, Hong Kong, the Netherlands, Singa-

pore, the UK and the USA –involving nearly 160,000 employees from a range of sectors. The 

results show large variations among the 10 countries in terms of employees’ overall commitment 

to, and involvement with, their employers (see Table 11.1). For example, in Brazil and in the 

USA, 75 per cent of employees were found to be engaged with their companies, while only 59 

per cent of French employees were engaged. In Australia, Singapore and Hong Kong, the extent 

to which management is respected emerged as an influential determinant of engagement. In the 

UK and the USA, on the other hand, a more important factor was the degree to which 

Engagementt Satisfaction Leadership
Willingness 
to change

Role 
clarity

Worldwide average 7.2 6.6 6.3 7.1 6.0

North America 7.2 6.7 6.6 7.1 6.2

South America 7.7 6.9 6.5 7.6 6.7

Europe 7.3 6.6 6.3 7.1 6.0

Africa 7.5 6.4 6.2 7.4 5.5

Asia 6.8 6.3 6.0 6.7 5.3

Australia 7.3 6.5 6.3 7.3 5.7

Source: from Global Employee Engagement Index™, Effectory (2011). 

Table 11.1  Employee engagement worldwide
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organisations provide long-term employment and career opportunities. The research reveals 

that one size does not fit all when it comes to employees’ engagement with their organisation 

and/or work.

Ram and Prabhakar (2011) make reference to studies by the Gallup Organisation which show 

that 20 per cent of US employees are disengaged, 54 per cent are neutral about their work and 

only 26 per cent are actively engaged (Fleming et al., 2005). The most comprehensive studies in 

this area have been undertaken by Towers Perrin, with the results compiled in a book by Gebauer 

and Lowman (2009). Data for the 2005 survey, entitled ‘Winning strategies for a global work-

force’, were collected from more than 85,000 employees in 16 countries. The findings indicated 

that, worldwide, over 24 per cent of employees were disengaged, 62 per cent of employees were 

moderately engaged and only 14 per cent of employees were considered to be highly engaged 

(Towers Perrin, 2006). This study also showed a wide range between different countries in the 

percentage of their workforce who were highly engaged, with Mexico (40 per cent) and Brazil 

(31 per cent) being at the high end, the USA (21 per cent) and Canada (17 per cent) in the middle, 

and Europe (11 per cent) and Asia (7 per cent) at the low end.

Towers Perrin also conducted a Global Workplace Survey in 2007–08 entitled ‘Closing the 

engagement gap: A road map for driving superior business performance’. Data from 90,000 employ-

ees in 18 countries revealed that the business climate was, if anything, more complex, more volatile 

and more interconnected than it was in 2005. Based on a statistical analysis of their responses to 

the full set of questions, survey respondents were clustered into four groups (see Table 11.2):

● Engaged – those giving full discretionary effort, with high scores on all three dimensions.

● Enrolled – the partly engaged, with higher scores on the rational and motivational dimensions, 

but less connected emotionally.

● Disenchanted – the partly disengaged, with lower scores on all three components of engage-

ment, especially the emotional connection.

● Disengaged – those who have disconnected rationally, emotionally and motivationally.

They concluded that the global workforce is not engaged, at least not to the extent that employers 

want or need their employees to be to drive results. They termed this the ‘engagement gap’ and defined 

it as the difference between the discretionary effort that organisations need for competitive advantage 

and organisations’ ability to elicit this effort from a significant portion of the workforce. Significantly, 

organisations were seen to have a pivotal role in forging the connections that define engagement and 

ensuring that they keep their talent on the job and highly productive. Essentially, they suggested that 

organisations can make a huge difference in creating a more engaged workforce if they focus on:

● effective and engaged leadership at the top;

● customising and shaping a work environment and culture to match their unique basis for 

competitive advantage, tangibly aligning workforce strategies with business priorities;

● putting their workforce under the same microscope as they do their customers, in order to 

understand employees’ needs, issues, values and ‘buying’ patterns to ensure they make the 

Level of engagement Percentage

Engaged 21%

Enrolled 41%

Disenchanted 30%

Disengaged 8%

Table 11.2  Levels of engagement across 18 countries
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right choices about what tasks they will undertake with what level of focus and invest their 

time and energies most appropriately to drive the right business outcomes.

Towers Perrin found that almost four out of five workers were not achieving their full potential 

or doing what it takes to help their organisations succeed. More disturbing still, almost two out 

of five (the disenchanted and disengaged) have, what Towers and Perrin refer to as, already 

‘checked out’. This is significant because this and other studies consistently evidence a link 

between employee engagement and business performance. In two of their most recent surveys, 

Towers Perrin found that when they correlated engagement levels with financial results across 50 

global companies over a one-year period, the companies with high employee engagement had a 

19 per cent increase in operating income and almost a 28 per cent growth in earnings per share. 

Conversely, companies with low levels of engagement witnessed operating income drop more 

than 32 per cent and earnings per share decline over 11 per cent. In a similar study over a longer 

time horizon involving 40 global companies over three years, they found a spread of more than 5 

per cent in operating margin and more than 3 per cent in net profit margin between the companies 

with high employee engagement and those with low engagement. The obvious question arising 

from these survey results is why, if organisations are aware of the link between engagement and 

business performance, are levels of engagement comparatively low. The answer, according to 

Towers Perrin, is that it is ‘chiefly because many, if not most, organisations and their leaders don’t 

understand their role in the engagement equation and have, to a certain extent, lost sight of both 

their power and responsibility to drive engagement’. Based on this summary, the admissible con-

clusion is that most, if not all, employees want to be engaged and want to have the opportunity 

to deliver discretionary effort, but for some reason or other the organisations across the world 

are consistently failing to elicit this effort from a significant portion of the workforce.

Explore ● Based on your experience of working with employees from other nations, would you consider 
there are international differences in levels of engagement or the antecedents to employee 
engagement?

● How would you explain the differences?

Key controversy

Is a worldwide plateau in terms of levels of employee engagement more likely to be a reflection of employee apathy 
or organisational mismanagement?

In one of the most recent studies of this type, undertaken in 2012, Vilet, President of Vilet Inter-

national, comments on the findings from research undertaken by Effectory using over 12,000 

respondents in 47 countries. It paints a similar picture of differences between countries and of 

lower levels of engagement than might be possible. The scores were based on a 10-point scale, 

10 being the most positive. The research found:

● Only two-thirds of employees worldwide are engaged.

● Company loyalty is at a five-year low.

● Over 40 per cent of the global workforce intends to leave their current employer within five 

years.

Employee engagement across the world has stagnated at 2008 levels.
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Summary

● This chapter has illustrated the complex nature of employee engagement. It has demonstrated 

the extent to which it is a managed workplace approach designed to ensure that employees 

are committed to their organisation’s goals and values, motivated to contribute to organisa-

tional success, and at the same time able to enhance their own sense of well-being. In broad 

terms, it can be understood as cognitive, emotional and physical role performance character-

ised by absorption, dedication and vigour, and dependent upon the psychological conditions 

of meaningfulness, safety and availability.

● CIPD defined the drivers of employee engagement as having opportunities to feed your views 

upwards, feeling well-informed about what is happening in the organisation and believing that 

your manager is committed to your organisation.

– The IES concluded that the main driver of engagement is a sense of feeling valued and 

involved. The main components of this are said to be involvement in decision-making; 

freedom to voice ideas (to which managers listen); feeling enabled to perform well; having 

opportunities to develop the job; and feeling that the organisation is concerned for employ-

ees’ health and well-being.

– Macy and Schneider (2008) suggested that engagement has three dimensions: intellectual 

engagement – thinking hard about the job and how to do it better; affective engagement 

– feeling positively about doing a good job; and social engagement – actively taking oppor-

tunities to discuss work-related improvements with others at work.

● The concept of engagement has been compared with other similar constructs, such as 

employee motivation, employee commitment, employee satisfaction and, more recently, con-

cepts such as OCB. However, supported by the work of researchers such as Meyer (1997), 

Buckingham (1999), Wright and Cropanzano (2000), Harter et al. (2003), Bakker (2009), 

Macey and Schneider (2009) and Avey et al. (2009), the chapter concludes that engagement is 

something more, something new and slightly different which transcends related concepts.

● The concept of engagement has been compared with other similar constructs such as employee 

motivation, employee commitment, employee satisfaction and, more recently, concepts such 

as OCB. However, supported by the work of researchers, such as Meyer (1997), Buckingham 

(1999), Wright and Cropanzano (2000), Harter et al. (2003), Bakker (2009), Macey and Sch-

neider (2009) and Avey et al. (2009), the chapter concludes that engagement is something 

more, something new and slightly different which transcends related concepts.

● The link between high levels of engagement and organisational benefits has been cited by 

Harter et al. (2002) as improved retention of talent, enhanced levels of customer satisfaction, 

improved individual performance, higher team performance, greater business unit productiv-

ity and profitability and increased enterprise-level financial performance.

● The chapter considered the strategies organisations adopt in order to generate engagement. 

Four key aspects were mentioned in detail: the need to create an appropriate culture; the 

importance of open and transparent communication with the vital channel for upwards com-

munication by the employees being open and robust; the need to ensure the integrity and 

competence of line managers and their skills in managing employees and ensuring that their 

full potential was being realised; and the need to create an appropriate working environment 

in which employees had the resources they required in order to undertake their roles 

effectively.

● Engagement levels across the world vary, but the significant conclusion is that the global 

workforce is not engaged, at least not to the extent that employers want or need their employ-

ees to be in order to drive results. The findings indicated that, worldwide, over 24 per cent of 

employees were disengaged, 62 per cent of employees were moderately engaged and only 14 
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per cent of employees were considered to be highly engaged. This has been termed the 

‘engagement gap’ and it is defined as the difference between the discretionary effort that 

organisations need for competitive advantage and organisations’ ability to elicit this effort 

from a significant portion of the workforce.

Questions

1 Given that different studies use different definitions of employee engagement and identify 

different sets of drivers for employee engagement, what challenges may arise in attempting 

to measure levels of employee engagement?

2 How far do you agree with the assertion that employee engagement is the latest fad in man-

agement thinking? Use related academic material to support your argument.

3 What role can HR and L&D practitioners play in engendering employee engagement as a 

means for improving organisational performance?

4 What evidence would you cite to support the proposition that engaged employees play an 

important role in impacting the bottom line profitability of organisations?

5 What strategies and approaches would you advocate organisations to develop in an effort to 

eradicate disengagement? Are some employees inherently disengaged?

Case study
Engaging employees at Tasty Catering

This case study demonstrates how organisations can create 
and sustain highly engaged employees along with a high trust, 
high performing company culture that fully integrates and lev-
erages the strengths of Boomers, Gen Xers and Millennials.

During a gloomy November 2005, Monday morning, 
two young leaders, a 23-year-old woman and a 24-year-old 
man, approached the CEO of ‘Tasty Catering’ (TC or organi-
sation), a catering and events planning company, and said, 
‘If you don’t change we are leaving’. The CEO was at once 
in panic and shocked. He realised the potential of these two 
future leaders and did not want to lose them. He was in the 
autumn of his entrepreneurial career and was considering 
who his replacement might be. These two were prime can-
didates. Just as troubling, he did not understand what they 
meant by his having to ‘change’. He paused, and then asked, 
‘Change what’? They said that his command and control 
style was not appealing to them; in fact, it was a complete 
disruptor. When asked what they wanted, they responded, 
‘Staff guided by an employee created company culture’. 
The CEO pondered their statement for a moment and said, 
‘I don’t know how to change, but I will support your efforts 
to change the organisation’.

They intended to create teams within the organisation 
which would break down silos. Each team would have a 

leader. An organisational culture would be created by the 
teams. The book Good to Great would be purchased for 
every employee and be read chapter by chapter as a ‘team 
book club’ (Collins, 2001). After the book had been read, 
one member was selected from each team to create the 
‘Good to Great Council’. The Council was multigenerational 
and diverse. The Council formed the values, vision and mis-
sion for the organisation. The three owners were allowed 
in the Council meetings while the values were being devel-
oped, but were not allowed to participate. The culture was 
to be designed by the staff, for their organisation. Culture 
statements were posted in all common areas. Artefacts 
were used to bring the culture alive, including branded 
shirts and pictures of teams in action with famous quotes 
underneath, which hung on walls. The pictures created per-
sonal pride because everyone had their face included in a 
group.

Before the commencement of meetings of five people or 
more, the culture statements were read aloud by all attend-
ing members. This led to the culture, especially the core 
values, becoming an espoused behaviour. Numbers were 
placed in front of the seven core values so that staff could 
hold each other accountable by just stating a number. For 
example, core value 2 is ‘Treat all with respect’. If a member 



of the organisation was not acting in a respectful manner, 
someone could ask, ‘Is that 2’? This allowed for questioning 
in a simple, non-personal and positive manner.

Another core value that had a significant impact was 
core value 1, ‘Always moral, ethical and legal’. Emmanuel 
Kant’s version of ethics was used. There are four rights in 
his ethical framework:

1 The right to be told the truth.

2 The right to privacy.

3 The right to not be injured: physically, psychologically, 
emotionally or financially.

4 The right to an implied or explicit contract. This core 
value helped clarify the expectations of honesty and 
security and had positive links with developing and sus-
taining a healthy psychological contract.

The culture took three months to create and about one year 
to implement.

Eliminate defensive behaviours

A system of ‘autopsies without blame’ was adopted. This 
allowed mistakes to be investigated without initiating an 
individual or group defensive reaction. The autopsy could 
reveal a simple ‘system problem’ or an ‘ineffective procedure’ 
which could be changed. Or, it could be used to reveal a 
human error, and then the person that caused the error 
would explain and/or apologise, which ended the discussion. 
Of course, if an individual consistently caused errors, there 
was the disciplinary and grievance process to be followed.

Organisational pillars

The organisation had four pillars:

1 Your inner belief system or your higher power

2 Family

3 Education

4 Work.

This prioritised the importance of each employee’s personal 
life and core values. It also helped with establishing and 
respecting an appropriate work-life balance, to which all 
employees subscribed. If there was an important religious 
event, an important family event (sick child or child’s school 
event) or time was needed to study for an evening class, 
then negotiated time from work could be granted with pay. 
Any failure to be ethical in these requests would lead to 
discipline or termination. That did not happen.

Continuous participation

The ‘Good to Great Council’ met monthly to address strate-
gic and tactical issues. An agenda was sent to all a week 

before the meeting. Individuals or teams could suggest 
agenda items.

The teams met to discuss all the agenda items. This 
allowed everyone in the organisation to have their say – but 
not necessarily their way. A representative was chosen to 
attend the meeting. Only one of the three owners was 
allowed to participate in the meeting. All attendees had an 
equal vote. The minutes of the meeting were sent to all staff 
within a short period of time following the meeting allow-
ing everyone to ‘know’ what had occurred.

Internal communication

Everyone had a need and a right to know, but in the past it 
was questioned whether what they knew or were being told 
was in fact the whole truth. Most organisational newsletters 
are written from the top of the organisation to the staff. 
Eventually these forms of internal communication are often 
ignored or labelled as ‘management spin’. To convey facts in 
an internal document that would be read, ‘Tasty Catering’ 
switched to an employee populated newsletter entitled 
‘Inside the Dish’. This document was based on a Word for 
Windows template. Every Friday teams and affiliate compa-
nies populated the template. It was sent to the members of 
the organisation on Saturday via email. The newsletter 
started with financial data from the Chief Financial Officer. 
Then the Sales Director populated the sales team efforts and 
accomplishments. Then a member of each team and sister 
company completed their respective team’s report with 
information on accomplishments, potential gains and 
thanks and appreciation for individuals, teams or sister com-
panies. The document concluded with the ‘Culture Corner’ 
written by the Culture Curator. This section was dedicated 
to information about culture. The topics were about the 
organisation’s culture and how it was applied/used/abused/
followed. Or, it shared theory from academics which staff 
would find interesting and relevant to their own lifelong 
learning and personal development. This approach pro-
vided peer-to-peer knowledge transfer. It was an open com-
munication device that generated positive feedback.

Financial transparency

The second area that was a major ‘need to know’ was the 
organisation’s financial status. ‘Tasty Catering’ had lunch 
together every day at 12.30 pm as a family. There was a buf-
fet line set up for food distribution and tables and chairs in 
the main operations office for dining. The operations room 
had one wall with a giant whiteboard containing the organi-
sation’s profit and loss (P & L) as well as pertinent items from 
the balance sheet.

Wednesdays, from 12.49 pm to 1.19 pm, the organisation 
played the ‘Great Game of Business’ (GGOB) from the book 
of the same name by Stack and Burlingham (1994). Each 
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line item of the P & L was ‘owned’ by an individual or a 
team. Plans/goals were set at the beginning of the month. 
The employee GGOB leader called out each line item start-
ing with sales. The ‘owner’ responded with an updated 
number for that category. If the number was better than 
the plan, there were cheers. If it was worse than the projec-
tion, then silence was maintained – no blaming of each 
other. After the board had been filled out, the CFO pro-
vided an explanation and answered questions. There were 
mini-games for teams. If they hit their target – either 
monthly or quarterly – there were small rewards. If the 
organisation hit their plan quarterly, there was an organi-
sation-wide bonus of one week’s pay. By 1.19 pm everyone 
‘knew’ the financial standing of the organisation. They 
understood what needed to be done to achieve a bonus or 
raise. ‘Inside the Dish’ and the ‘Great Game of Business’ 
eliminated needless paranoia, projections, fear and nega-
tive gossip. They reduced mental disruptors. The reduced 
disruptors then allowed for more discretionary thoughts to 
be focused on building the company and reaping the 
rewards. The result was that everyone had a ‘need to know’ 
and what they ‘knew’ was the truth.

Recognition and reward

In one meeting, the ‘Good to Great Council’ requested to 
elevate the Recognition and Reward programme. Their 
request was for £50 per year, for every year worked, to be 
awarded on a specific day within the month of the employ-
ee’s anniversary. This ceremony was held on the third Thurs-
day of the month during lunch. The top leader in their area 
stood up and discussed the exceptional success the 
employee had achieved in the previous year. If it was a mile-
stone year, such as the 1st, 5th, 10th year, and so on, the 
employee could design the lunch menu, and bring in family 
members and say a few words. The impact on the individual 
concerned was described as amazing. Watching them glow 
as the organisation clapped and cheered for them was 
rewarding for everyone.

Lifelong learning

The ‘Good to Great Council’ asked for internal training pro-
grammes to satisfy the need for learning. The organisation 
provided tuition reimbursement for full-time staff as well as 
fully paid certification programmes within their area of 
expertise. The Council wanted more. They asked for internal 
classes during the work day. The classes were a mix of differ-
ent teams. The topics included such necessary areas as per-
sonal budgeting, loyalty, leadership, emotional intelligence, 
culture and more. The instructors were employees who had 
expertise in those areas. The cross-team engagement cre-
ated during the sessions was positive.

Metrics

The organisation began entering the ‘Best Places to Work’ 
award a year after the culture change began. This action was 
taken to provide benchmarks for achievement and improve-
ment. The organisation took second place in the ‘Best Place 
to Work’ the first year it entered. Feedback from those award 
events was used as part of the continuous improvement 
programme. However, the three owners were not satisfied 
that the organisation’s culture was understood and believed 
by everyone. They wanted to use a standardised testing 
measure that could define the status of the culture scientifi-
cally. ‘Tasty Catering’ recruited a specialist international 
company to conduct a culture research project. The Organi-
sational Culture Inventory® (OCI®) and the Organisational 
Effectiveness Inventory® (OEI) were given to 32 of its mem-
bers in November 2014. The OCI was used to assess its ideal 
culture in terms of espoused values (what should be 
expected of members) and its extant operating culture in 
terms of behavioural norms (what was expected of mem-
bers). The OEI was used to assess the factors and conditions 
that drove or shaped ‘Tasty Catering’s’ extant operating cul-
ture and effectiveness. The impact of these factors and ‘Tasty 
Catering’s’ operating culture on outcomes at the individual, 
group and organisational levels was also measured using the 
OEI. Results along these outcomes – which had implications 
for long-term effectiveness – provided an indication of the 
necessity for organisational development and change.

The ideal culture represented ‘Tasty Catering’s’ values in 
terms of the behaviours that members believed should be 
expected and encouraged to maximise the organisation’s 
effectiveness. Generally speaking, those who were asked to 
describe the ideal culture characterised it as: (from strong-
est to weakest):

Constructive: Which involved expectations for members 
to interact with people and approach tasks in ways that 
would help them to meet their higher-order needs for sat-
isfaction and growth.

Aggressive/Defensive: Which involved expectations for 
members to approach tasks in forceful ways to promote 
their status and security.

Passive/Defensive: Which involved expectations for 
members to interact with other people in cautious and ten-
tative ways to protect their own security.

‘Tasty Catering’s’ ideal culture was high in terms of the 
amount of agreement among members regarding the 
behaviours that should and should not be expected. With 
respect to specific styles, the ideal culture for ‘Tasty Cater-
ing’ was described as:

Self-Actualizing (Constructive): Which involved expecta-
tions for gaining enjoyment from their work, developing 
themselves and taking on new and interesting activities.
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Affiliative (Constructive): Which involved expectations 
for being friendly, open, cooperative and sensitive to the 
needs of the work group.

Causal factors shaped and reinforced the extant oper-
ating culture and had an impact on ‘Tasty Catering’s’ effec-
tiveness as measured by the OEI. These factors included 
the organisation’s mission and philosophy, as well as its 
structures, systems, technology and the profile of staff 
skills and qualities. When causal factors are in alignment 
with organisational values, the ideal culture is more likely 
to be reflected in the operating culture than when causal 
factors diverge from the organisation’s values. One way to 
gauge the degree of alignment between the ideal culture 
and causal factors is to examine the number of causal fac-
tors along which ‘Tasty Catering’ scored better than the 
historical average. As most organisations with Construc-
tive operating cultures score better than the historical 
average along the causal factors, better than average 
scores are indicative of alignment with a Constructive 
ideal culture.

Mission and philosophy represent the means by which 
organisations transport their values to their day-to-day 
structures, systems, technology, and skills and qualities. 
‘Tasty Catering’s’ results were equal to or better than the 
historical averages for 27 of the 29 structures, systems, 
technology, and skills and qualities that were measured. 
Specifically, ‘Tasty Catering’s’ most favourable scores were 
in the areas of:

Distribution of influence: In terms of the differences in 
the amounts of influence exercised by members at differ-
ent organisational levels.

Goal clarity: In terms of the extent to which goals were 
‘clear and specific’, rather than somewhat clear or 
ambiguous.

‘Tasty Catering’s’ least favourable scores were in the 
areas of:

Goal challenge: In terms of the extent to which goals 
were ‘fairly challenging’ rather than too easy or too 
difficult.

Organisational bases of power: In terms of the extent to 
which members were influenced, because of their supervi-
sors’ or managers’ control over desirable extrinsic out-
comes, in other words their formal position and ability to 
punish those who failed to comply. Achieving a very con-
structive operating culture along with significant systems 
and structures provided clear evidence that they had a 
clearly positive culture.

To the extent that ‘Tasty Catering’ decided that organi-
sational development and change were warranted, the 
results of the research it commissioned provided a road-
map for specific areas of continued organisational 
development.

Succession planning

A succession plan and valuation formula was put in place for 
’Tasty Catering’. Staff were trained to replace the senior leaders. 
The organisation and its leaders and staff knew that there was 
a plan in place and they could feel safe in the decisions that 
had been made and in the future direction of the company.

Value

The culture-based leadership model requested by the Mil-
lennials worked because it was created by staff, including all 
the generations: Millennials, Gen Xers and Boomers. The 
constructive change led to high employee involvement, 
organic growth, employee growth, five new businesses 
started by employees and industry recognition. The culture 
efforts led to a 6 per cent rise in sales and a 27 per cent 
increase in profit in 2014 over 2013. Recognising the impor-
tance of sustainability and continuous improvement, ‘Tasty 
Catering’s’ employees are now constantly identifying new 
ways to maintain their strong culture and performance link 
and employees definitely feel engaged. (Source Blattner, J. 
and Walter, T. J. (2015), ‘Creating and sustaining a highly 
engaged company culture in a multigenerational workplace’, 
Strategic HR Review, 14, 4: 124–30)

Questions

Read back through the chapter and answer the following 
questions:

1 How did disengagement manifest itself at ‘Tasty Cater-
ing’ prior to the transformation?

2 Read the section in the chapter concerning employee 
engagement as an exchange process. What aspects of 
the actions taken by ‘Tasty Catering’ can be seen to be 
informed by the notion of exchange?

3 To what extent do you think ‘older workers’ were sup-
portive of the actions taken by ‘Tasty Catering’?

4 In what specific ways can you identify the active ‘engage-
ment’ of employees in the process of improving the 
company and how effective do you consider them to be 
in achieving the overall gains made by ‘Tasty Catering’?

5 If you had an opportunity to improve the process under-
taken by ‘Tasty Catering’, what actions would you take, 
and why?

6 Can you identify any limitations to the process under-
taken by ‘Tasty Catering’? What are they and how would 
you advise the company to address them?

7 Critically comment on the claims ‘Tasty Catering’ makes 
at the end of the case study concerning the value 
derived from the culture-based leadership model.

CASE STUDY: ENGAGING EMPLOYEES AT TASTY CATERING        421



422        CHAPTER 11  EMPLOYEE ENGAGEMENT

References and further reading

Ahlowalia, S., Tiwary, D. and Jha, A. (2014), Employee engage-
ment: A structured theoretical review. The International Jour-

nal of  Business & Management, 2, 6: 309–17.
Anderson, D. and Keillher, D. (2009), ‘Flexible working and 

engagement: The importance of choice’, Strategic HR Review, 
8, 2: 13–18.

Attridge, M. (2009), ‘Measuring and managing employee work 
engagement: A review of the research and business literature’, 
Journal of  Workplace Behavioural Health, 24, 4: 383–98.

Avey, J., Smith, R. and Palmer, N. (2010), ‘Impact of positive 
psychological capital on employee well-being over time’, Jour-

nal of  Occupational Health Psychology, 15, 1: 17–28.
Bakker, A., Leiter, M. and Trais, T. (2008), ‘Work engagement: 

An emerging concept in occupational psychology’, Work and 

Stress, 22, 3: 187–200.
Barkworth, R. (2004), ‘Organisational citizenship behaviour: A 

review of current research’, in D. Robinson, S. Perryman and 
S. Hayday (eds), The Drivers of  Employee Engagement 

(Appendix). Institute of Employment Studies Report 408. 
Brighton: IES, pp. 41–50.

Baumruk, R. (2004), ‘The missing link: The role of employee 
engagement in business success’, Workspan, 47: 48–52.

BlessingWhite (2006), Employee Engagement Report. Prince-
town, NJ. Online: http://www.blessingwhite.com/content/

reports/engagement_report_2006.pdf (accessed May 2013).
BlessingWhite (2013), Employee Engagement Research Update: 

Beyond the Numbers: A Practical Approach for Individuals, 
Managers, and Executives. Online: http://www.blessing-

white.com/EEE__report.asp (accessed May 2013).
Blyton, P. and Turnball, D. (2004), The Dynamics of  Employee 

Relations. Basingstoke: Palgrave Macmillan.
Bridger, E. (2015), Employee Engagement. London: Kogan Page.
Byrne, Z. (2015), Understanding Employee Engagement: The-

ory, Research, and Practice. New York: Routledge.
Buckingham, M. (1999), First: Break All The Rules: What the 

World’s Greatest Managers Do Differently. New York: Simon 
& Schuster.

Christian, M. (2011), ‘Work engagement: A quantitative review 
and test of its relations with task and contextual perfor-
mance’, Personnel Psychology, 64, 1: 89–136.

CIPD (2009), Promoting the Value of  Learning in Adversity. 
Guide. London: CIPD. Online: http://www.cipd.co.uk/NR/

rdonlyres/EEFFF289-1B3E-46BF-89FF-082A553B0ED6/0/4

846ValueoflearningWEB.pdf (accessed January 2014).
CIPD (2010), Creating An Engaged Workforce: Findings from 

the Kingston Employee Engagement Consortium Project. 
London: CIPD.

Cleland, A., Mitchinson, W. and Townend, A. (2008), Engage-

ment, Assertiveness and Business Performance – A New Per-

spective. Charlbury: I. C. Ltd.
Conference Board (2006), Employee Engagement: A Review of  

Current Research and Its Implications, Report by John Gib-
bons. Online: http://www.conferenceboard.ca/e-library/

abstract.aspx?did=1831 (accessed May 2013).
Cropanzano, M. and Mitchell, N. (2005), ‘Social exchange the-

ory: An interdisciplinary review’, Journal of  Management, 
31, 6: 874–900.

Effectory (2011), Global Employee Engagement Index. Online: 
http://www.employee-engagement-index.com/?utm_ 

source=Google&utm_medium=cpc&utm_campaign=1.08.1

1.058&gclid=CI6vwpu07rkCFXMQtAod11oA9w (accessed 
May 2013).

Farndale, E., Hope-Hailey, V., Kellier, C. and van Veldhoven, M. 
(2011), A Study of  the Link between Performance Manage-

ment and Employee Engagement in Western Multinational 

Corporations Operating across India and China. Online: 
http://www.shrm.org/about/foundation/research/ 

documents/farndale%20final%20report%2010-11.pdf 
(accessed May 2013).

Fleming, J.H. and Asplund, J. (2007), Human Sigma: Managing 

the Employee–Customer Encounter. Washington: Gallup 
Press.

Fleming, J., Coffman, C. and Harter, J. (2005), ‘Manage your 
human Sigma’, Harvard Business Review, 83, 7: 106–15.

Foster, C. (2005), ‘BT – positive about age’, Equal Opportunities 

Review, 138: 5–9.
Franks, D. and Taylor, R. (2004), ‘The race for talent: Retaining 

and engaging workers in the 21st century’, Human Resource 

Planning, 27, 3: 12–25.
Gallup (2006), ‘Gallup study: Engaged employees inspire com-

pany innovation: National survey finds that passionate work-
ers are most likely to drive organisations forward’, The Gallup 

Management Journal, 12 October. Online: http://gmj.gallup 

.com/content/24880/Gallup-Study-Engaged-Employees-

Inspire-Company.aspx (accessed May 2013).
Gallup (2010), Employee Engagement: What’s Your Engagement 

Ratio? Washington: Gallup Press.
Gatenby, C., Soane, E. and Truss, K. (2009), Employee Engage-

ment in Context. London: CIPD.
Gebauer, J. and Lowman, D. (2009), Closing the Engagement 

Gap: How Great Companies Unlock Employee Potential for 

Superior Results. New York: Portfolio Penguin.
Harris, J., Craig. E. and Egan, H. (2010), Counting on Analytical 

Talent. Accenture.
Harter, J. and Hayes, T. (2002), ‘Business unit level outcomes 

between employee satisfaction, employee engagement and 
business outcomes: A meta analysis’, Journal of  Applied Psy-

chology, 87, 2: 268–79.
Harter, J. and Schmidt, F. (2008), ‘Conceptual versus empirical 

distinctions among constructs: Implications for discriminant 
validity’, Perspectives on Science and Practice, 1, 1: 36–9.

Harter, J.K., Schmidt, F.L. and Keyes, C.L.M. (2003), ‘Well-being 
in the workplace and its relationship to business outcomes: A 
review of the Gallup studies’, in C. Keyes and J. Haidt (eds), 
Flourishing: Positive Psychology and the Life Well Lived. 
Washington, DC: American Psychological Association, 
pp. 205–24.

Heathfield, S. (2013), 18 Critical Factors to Improve Employee 

Satisfaction and Engagement: Keys for Improving Employee 

Satisfaction and Engagement. Online: http://humanre-

sources.about.com/od/Employee-Engagement/a/keys-for-

improving-employee-satisfaction-and-engagement.htm 
(accessed May 2013).

Hewitt Associates LLC (2005), Employee Engagement. Online: 
http://was4.hewitt.com/hewitt/services/talent/subtalent/

ee_engagement.htm (accessed April 2013).
Hofstede, G. (1980), Culture’s Consequences: International Dif-

ferences in Work-Related Values. Beverly Hills, CA: Sage.

http://www.blessing-white.com/EEE__report.asp
http://www.blessing-white.com/EEE__report.asp
http://www.conferenceboard.ca/e-library/abstract.aspx?did=1831
http://www.employee-engagement-index.com/?utm_source=Google&utm_medium=cpc&utm_campaign=1.08.11.058&gclid=CI6vwpu07rkCFXMQtAod11oA9w
http://www.shrm.org/about/foundation/research/documents/farndale%20final%20report%2010-11.pdf
http://humanre-sources.about.com/od/Employee-Engagement/a/keys-for-improving-employee-satisfaction-and-engagement.htm
http://humanre-sources.about.com/od/Employee-Engagement/a/keys-for-improving-employee-satisfaction-and-engagement.htm
http://humanre-sources.about.com/od/Employee-Engagement/a/keys-for-improving-employee-satisfaction-and-engagement.htm
http://was4.hewitt.com/hewitt/services/talent/subtalent/ee_engagement.htm
http://www.blessingwhite.com/content/reports/engagement_report_2006.pdf
http://www.blessingwhite.com/content/reports/engagement_report_2006.pdf
http://www.cipd.co.uk/NR/rdonlyres/EEFFF289-1B3E-46BF-89FF-082A553B0ED6/0/4846ValueoflearningWEB.pdf
http://www.cipd.co.uk/NR/rdonlyres/EEFFF289-1B3E-46BF-89FF-082A553B0ED6/0/4846ValueoflearningWEB.pdf
http://www.cipd.co.uk/NR/rdonlyres/EEFFF289-1B3E-46BF-89FF-082A553B0ED6/0/4846ValueoflearningWEB.pdf
http://www.conferenceboard.ca/e-library/abstract.aspx?did=1831
http://www.employee-engagement-index.com/?utm_source=Google&utm_medium=cpc&utm_campaign=1.08.11.058&gclid=CI6vwpu07rkCFXMQtAod11oA9w
http://www.employee-engagement-index.com/?utm_source=Google&utm_medium=cpc&utm_campaign=1.08.11.058&gclid=CI6vwpu07rkCFXMQtAod11oA9w
http://www.shrm.org/about/foundation/research/documents/farndale%20final%20report%2010-11.pdf
http://gmj.gallup.com/content/24880/Gallup-Study-Engaged-Employees-Inspire-Company.aspx
http://gmj.gallup.com/content/24880/Gallup-Study-Engaged-Employees-Inspire-Company.aspx
http://gmj.gallup.com/content/24880/Gallup-Study-Engaged-Employees-Inspire-Company.aspx
http://was4.hewitt.com/hewitt/services/talent/subtalent/ee_engagement.htm


REFERENCES AND FURTHER READING        423

Hyman, J. and Mason, D. (1995), Managing Employee Involve-

ment and Participation. London: Sage.
International Survey Research (2004), Measuring Employee 

Engagement: A Three-Part Model and Its Link to Financial 

Performance. Online: http://www.isrsurveys.com/pdf/

insight/casestudy_engagement04.pdf (accessed May 2013).
Johnson, M. (2004), The New Rules of  Engagement. London: 

CIPD.
Jones. J. and Harter, J. (2005), ‘Race effects on the employee 

engagement–turnover intention relationship’, Journal of  

Leadership & Organizational Studies, 11, 2: 78–88.
Kahn, W.A. (1990), ‘Psychological conditions of  personal 

engagement and disengagement at work’, Academy of  Man-

agement Journal, 33, 4: 692–724.
Kahn, W.A. (1992), ‘To be fully there: Psychological presence at 

work’, Human Relations, 45, 4: 321–49.
Kaye, B. and Jordan-Evans, S. (2003), ‘Engaging talent’, Execu-

tive Excellence, 20, 8: 11.
Koc-Menard, S. (2009), ‘Flexible work options for older work-

ers’, Strategic HR Review, 8, 2: 31–6.
Kular, S., Gatenby, M., Rees, C., Soane, E. and Truss, K. (2008), 

‘Employee engagement: A literature review’, Working Paper 

19. K.B.S. Kingston: Kingston University.
Lockwood, N. (2007), ‘Leveraging employee engagement for 

competitive advantage: HR’s strategic role’, HR Magazine, 
52, 3: 1–11.

Lubinski, D. (2004), ‘Introduction to the special section on cog-
nitive abilities: 100 years after Spearman’s (1904) “general 
intelligence” objectively determined and measured’, Journal 

of  Personality and Social Psychology, 86, 1: 96–111.
Macey, W. and Schneider, B. (2008), ‘The meaning of employee 

engagement’, Industrial and Organizational Psychology: Per-

spectives on Science and Practice, 1, 1: 3–30.
MacLeod, D. (2009), Engaging for Success: Enhancing Perfor-

mance through Employee Engagement. London: Department 
for Business.

May, R., Gilson, R. and Harter, M. (2004), ‘The psychological 
conditions of meaningfulness, safety and availability and the 
engagement of the human spirit at work’, Occupational and 

Organisational Psychology, 77, 3: 11–37.
Meyer, J. (ed.) (1997), Organisational Commitment: Interna-

tional Review of  Industrial and Organisational Psychology. 
New York: John Wiley.

Meyer, J. and Allen, N. (1991), ‘A three-component conceptual-
ization of organizational commitment’, Human Resource 

Management Review, 1, 1: 61–89.
Nelson, D.L. and Simmons, B.L. (2003), ‘Health psychology and 

work stress: A more positive approach’, in J.C. Quick and L.E. 
Tetrick (eds), Handbook of  Occupational Health Psychology. 
Washington, DC: American, pp. 97–119.

Penna (2007), Meaning at Work Research Report. Online: 
http://www.e-penna.com/newsopinion/research.aspx 
(accessed May 2013).

Pitt-Catsouphes, M. (2008), ‘The multi-generational workforce: 
Workplace flexibility and engagement’, Community, Work 

and Family, 11, 2: 215–29.
Pitt-Catsouphes, M., Matz-Costa, C. and Besen, E. (2009) Age 

& generations: Understanding experiences at the workplace, 
Research Highlight No. 6. Chestnut Hill, MA: Sloan Center 
on Aging & Work at Boston College. Online: http://www.

bc.edu/content/dam/files/research_sites/agingandwork/

pdf/publications/RH06_Age_Generations.pdf (accessed 
May 2013).

Podsakoff, N. (2009), ‘Individual and organisational-level conse-
quences of organisational citizenship behaviours: A meta-
analysis’, Journal of  Applied Psychology, 94, 1: 122–41.

Purcell, J., Kinnie, N., Hutchinson, S., Rayton, B. and Swart, J. 
(2003), Understanding the People and Performance Link: 

Unlocking the Black Box. London: CIPD.
Rafferty, A. (2005), What Makes a Good Employer? Issue Paper 

3. Geneva: International Council of Nurses.
Ram, T. and Prabhakar, R. (2011), ‘The role of employee engage-

ment in work-related outcomes’, Interdisciplinary Journal of  

Research in Business, 1, 3: 47–61.
Rath, T. (2007), The Strength Finder. New York: Gallup Press.
Rath, T. and Conchie, T. (2009), Strengths Based Leadership: 

Great Leaders, Teams, and Why People Follow. New York: 
Gallup Press.

Richman, A. (2006), ‘Everyone wants an engaged workforce: 
How can you create it?’ Workspan, 49: 36–9.

Robertson, I. and Cooper, C. (2009), ‘Full engagement: The inte-
gration of employee engagement and psychological well-
being’, Leadership and Organisational Development Journal, 
31, 4: 324–36.

Robertson, I. and Cooper, C. (2012), ‘Job and work attitudes, 
engagement and employee performance: Where does psycho-
logical well-being fit in?’, Leadership and Organisational 

Development Journal, 33, 2: 224–32.
Robinson, I. (2006), Human Resource Management in Organisa-

tions. London: CIPD.
Robinson, D., Perryman, S. and Hayday, S. (2004), The Drivers 

of  Employee Engagement Report 408. Brighton: IES.
Rothwell, W. (2010), Beyond Rules of  Engagement: How Can 

Organizational Leaders Build a Culture that Supports High 

Engagement?, A Dale Carnegie White Paper. University Park, 
PA: The Pennsylvania State University.

Ruck, K. (2011) Five Problems with Employee Engagement Sur-

veys. E. I. Communication. Online: http://www.exploring 

internalcommunication.com/five-problems-with-employee 

-engagement-surveys/#sthash.asmADqu6.dpuf (accessed 
March 2013).

Sale, J. (2016), Mapping Motivation: Unlocking the Key to 

Employee Energy and Engagement. Farnham: Gower.
Saks, A. (2006), ‘Antecedents and consequences of employee 

engagement’, Journal of  Managerial Psychology, 21, 7: 
600–619.

Shaw, K. (2005), Employee Engagement: How To Build A High-

Performance Workforce. London: Melcrum Publishing.
Silverman, M. (2004), Non-Financial Recognition: The Most 

Effective of  Rewards? Brighton: IES. Online: http://www 

.employment-studies.co.uk/pdflibrary/mp4.pdf (accessed 
May 2013).

Soldati, P. (2007), Employee Engagement: What Exactly Is It? 
Online: http://www.management-issues.com/opinion/4008 

/employee-engagement-what-exactly-is-it/ (accessed April 
2013).

Sullivan, J. (2012), What’s Wrong with Employee Engagement? 

The Top Twenty Problems. Online: http://www.ere 

.net/2012/02/23/what%E2%80%99s-wrong-with-employee 

-engagement-the-top-20-potential-problems/ (accessed April 
2013).

Susi, S. and Jawaharrani, K. (2011), ‘Work life balance: The key 
driver of employee engagement’, Asian Journal of  Manage-

ment Research, 2, 1: 474–83.
Towers Perrin-ISR (2006), The ISR Employee Engagement 

Report.

http://www.isrsurveys.com/pdf/insight/casestudy_engagement04.pdf
http://www.e-penna.com/newsopinion/research.aspx
http://www.management-issues.com/opinion/4008
http://www.isrsurveys.com/pdf/insight/casestudy_engagement04.pdf
http://www.bc.edu/content/dam/files/research_sites/agingandwork/pdf/publications/RH06_Age_Generations.pdf
http://www.bc.edu/content/dam/files/research_sites/agingandwork/pdf/publications/RH06_Age_Generations.pdf
http://www.bc.edu/content/dam/files/research_sites/agingandwork/pdf/publications/RH06_Age_Generations.pdf
http://www.exploring-internalcommunication.com/five-problems-with-employee-engagement-surveys/#sthash.asmADqu6.dpuf
http://www.exploring-internalcommunication.com/five-problems-with-employee-engagement-surveys/#sthash.asmADqu6.dpuf
http://www.exploring-internalcommunication.com/five-problems-with-employee-engagement-surveys/#sthash.asmADqu6.dpuf
http://www.employment-studies.co.uk/pdflibrary/mp4.pdf
http://www.employment-studies.co.uk/pdflibrary/mp4.pdf
http://www.ere.net/2012/02/23/what%E2%80%99s-wrong-with-employee-engagement-the-top-20-potential-problems/
http://www.ere.net/2012/02/23/what%E2%80%99s-wrong-with-employee-engagement-the-top-20-potential-problems/
http://www.ere.net/2012/02/23/what%E2%80%99s-wrong-with-employee-engagement-the-top-20-potential-problems/
http://www.employment-studies.co.uk/pdflibrary/mp4.pdf


424        CHAPTER 11  EMPLOYEE ENGAGEMENT

Towers Watson (2012), Engagement at Risk: Driving Strong Per-

formance in a Volatile Global Environment. Global Work-

force Study. Online: http://towerswatson.com/assets/

pdf/2012-Towers-Watson-Global-Workforce-Study.pdf 
(accessed May 2013).

Truss, C. (2014), Employee Engagement in Theory and Practice. 
Abingdon: Routledge.

Truss, C., Soane, E., Edwards, C., Wisdom, K., Croll, A. and 
Burnett, J. (2006), Working Life: Employee Attitudes and 

Engagement 2006. London: CIPD.
Vance, R. (2006), Effective Practice Guidelines: Employee Engage-

ment and Commitment. Alexandria, VA: SHRM Foundation. 
Online: http://www.shrm.org/about/.  .  ./1006employee 

engagementonlinereport.doc (accessed April 2013).

Wagner, R. and Harter, J. (2006), 12: The Great Elements of  

Managing. Washington, DC: T.G. Organisation.
Weaver, M. (2013), ‘Employee engagement surveys: Please han-

dle with care’. Online: http://www.dpacoms.com/blog/

employee-engagement-surveys-please-handle-with-care/ 
(accessed January 2014). DPA.

Welch, J. and Welch, S. (2006), ‘Ideas the Welch way: How 
healthy is your company?’, Business Week, 8 May: 126.

Wellins, R. (2005), Development Dimensions International 

Report. Online: http://www.ddiworld.com/home?lang=en-

US (accessed May 2013).
Wright, T. and Cropanzano, R. (2000), ‘Psychological well-being 

and job satisfaction as predictors of job performance’, Jour-

nal of  Occupational Health Psychology, 15, 1: 89–94.

http://towerswatson.com/assets/pdf/2012-Towers-Watson-Global-Workforce-Study.pdf
http://towerswatson.com/assets/pdf/2012-Towers-Watson-Global-Workforce-Study.pdf
http://www.shrm.org/about/. . ./1006employeeengagementonlinereport.doc
http://www.shrm.org/about/. . ./1006employeeengagementonlinereport.doc
http://www.dpacoms.com/blog/employee-engagement-surveys-please-handle-with-care
http://www.dpacoms.com/blog/employee-engagement-surveys-please-handle-with-care
http://www.ddiworld.com/home?lang=en-US
http://www.ddiworld.com/home?lang=en-US


CHAPTER 12
PERFORMANCE MANAGEMENT
DEBORAH PRICE

Objectives

● To demonstrate how management thinking has influenced current 
perceptions of performance management.

● To explore the motivations behind individual and organisational performance 
management.

● To consider the definition of performance management and to characterise 
this as a cycle.

● To critically review the means through which performance is managed.

● To explore the issues of performance appraisal.

● To discuss contemporary issues around surveillance and collaboration and 
their impact on managing individual and organisational performance.

● To consider the performance management implications of an ageing 
workforce.

● To look at the management of performance in relation to the green HRM and 
sustainability agenda.
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Mouldaplas is a ceramics moulding firm making precision 
parts for aircraft engines. The company was established 
40 years ago by Mr Thomas. Having worked at a major airline 
engine manufacturing company, he decided that there was 
scope in the market for a small firm to take over the smaller-
scale precision ceramics work. Having started out with a few 
contracts from smaller airline engine manufacturers, he 
steadily grew the business. Today the firm employs 700 peo-
ple in manufacturing, and produces the precision ceramics 
for the major airline company that Mr Thomas previously 
worked for. The business is largely non-unionised and the 
structure is functional, with different departments responsible 
for different product lines. Each department has been given 
a name, so that there is no evident hierarchy between those 
who deal with the prestige brand companies and those who 
deal with the smaller airlines. The departments are named 
after classic British war planes, and for the purpose of this 
case, we will focus on the Spitfire, Lancaster and Hurricane 
departments. Each of these departments is structured along 
traditional manufacturing sector lines, with work groups of 
about 10 people supervised by a shop floor supervisor. Each 
supervisor has three to four work groups and the supervisors 
are in turn managed by the departmental manager.

Performance management is a complicated issue in 
Mouldaplas, but needs to be at the heart of management 
control if the company is to meet the quality and sustain-
ability standards demanded by the organisation’s custom-
ers. Requirements for International Organization for 
Standardization (ISO) accreditations are often augmented 
by specific quality specifications by product, alongside 
legal, social and economic pressures to ensure that the 
business operates in ways which are least damaging to 
the environment. The consequence of these factors is that 
the organisation not only has to have tight control on 
actual performance, but also needs additional people in 
performance and product monitoring roles to make sure 
that the quality and sustainability specifications are met. 
Failure to meet these could mean the loss of contracts 
worth in excess of £6 million per annum. External demands 
drive product quality and operating standards, but there 
are also internal issues that make performance manage-
ment critical. Wastage is a key cost to Mouldaplas. All prod-
ucts go through quality assurance inspection and those not 
meeting the specifications are discarded before there is any 
chance of them being delivered to the customer. The 
nature of the materials means that these cannot be 
reworked and they are scrapped. As such the organisation 

incurs the costs of wastage and rework, and the costs of 
disposal in landfill sites, and subsequently is unable to meet 
some of its own sustainability targets. Wastage levels vary 
dramatically across the departments, with both Lancaster 
and Spitfire having relatively low wastage levels, whilst the 
Hurricane department has an unacceptably high level of 
wastage. The HR director has been asked by the quality 
assurance team to look into this issue, and has found that 
the induction, training and development of staff in all three 
departments have been exactly the same. The only thing 
that seems to differ is the nature of the managers. For Lan-
caster and Spitfire departments, supervisors and managers 
are seen as directive and controlling. They set standards 
within the department and will actively manage the per-
formance of those who don’t achieve the required stand-
ard. As such, performance appraisal is only ever used for 
those employees who are struggling. However, they have 
also introduced, at a local level, various initiatives to reward 
good performance. There is an employee of the month 
award for the person who has contributed most to ensuring 
that all the work gets done on time and to the appropriate 
standard – this is voted on by the other employees. There 
is a special award for innovations and new ideas that help 
to improve performance and reduce waste, and there is a 
newly introduced ‘this week’s pint’ award in which the 
managers ‘buy a pint’ for the person they think has worked 
best that week. All these awards are arbitrary and the work-
force recognise that they are all somewhat subjective; how-
ever, everyone has a chance of being nominated and 
everyone has a chance of winning, so the teams buy in to 
these willingly.

There is also some element of internal competition here, 
with Lancaster and Spitfire departments competing against 
each other for the lowest scrappage rates. The Hurricane 
department has admitted defeat in this competition, and 
their manager seems to spend most of his time explaining 
why his department has scrappage rates more than three 
times higher than the other departments. The blame has 
been put variously on the subcontractors who supply parts 
to the Hurricane department (they are the only department 
engaged in a collaborative relationship with an external 
supplier), the calibre of the workforce (some have been 
there for 30 years and are reluctant to take on change), the 
style of management (often described as laissez-faire) and 
the culture of the department. The difficulty for senior 
management here is in knowing whether the problems with 
performance are caused by just one of these, or all of them.

Case study
Mouldaplas
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     Introduction 

 Case Study 12.1 clearly illustrates the necessity for performance management. It shows how, even 

in a relatively small organisation, performance is driven by both external and internal demands and 

is ultimately a consequence of a wider range of influences. It also illustrates how crucial perfor-

mance management is to the very survival of an organisation. Here, the loss of a single contract 

worth £6 million would have repercussions for the organisation’s ability to employ its workforce – 

and that is without taking account of any collateral damage done by the impact the loss of such a 

contract would have on the organisation’s reputation, the local economy and the organisation’s 

supply chain. The case also highlights the more complex aspects of performance management, 

emphasising the impact of nebulous issues such as culture, the difficulty of determining the causes 

of poor performance and showing how the subjective nature of performance measurement may or 

may not be an issue for performance management and performance monitoring. 

 This chapter explores many of these issues. It starts by taking a chronological view of the 

ways in which historical schools of thought have influenced contemporary practice. Building on 

a consideration of traditional methods of performance management, it then considers more 

recent sociological and psychological perspectives, before looking at performance management 

in practice. Having considered the methods available to us, and the strengths and limitations of 

these, the issues relating to performance management as surveillance and the complexities of 

managing performance in collaborative relationships are explored. The chapter then considers 

the ways in which changing national and international demographic profiles have an impact on 

the management of performance looking at the specific challenges of an ageing workforce. 

Lastly, the chapter looks at the emerging focus on green HRM and HR’s role in managing for 

sustainable performance.  

  The history of performance management 

 It is useful to look at the history of performance management over the last 100 years, because 

the systems that we develop today draw on key elements of these previous approaches. The roots 

of performance management can be traced back to the post-industrial revolution era, when 

advances in technology and the development of mechanisation irrevocably changed the nature 

of the work organisation. Business was no longer undertaken on a small, local scale but exploded 

into the creation of vast mills and factories where hundreds of people were employed. The need 

to control and direct the work of such a large number of people necessarily led to the search for 

one best way to manage performance. Over the years, this search has taken a number of direc-

tions, and has seen the creation of numerous means and mechanisms through which management 

can ensure that the performance of people contributes meaningfully to the success of the organi-

sation. In the early 1900s, Frederick Winslow Taylor’s theory of scientific management proposed 

that the best way to manage performance was through the calculation of the optimally efficient 

way of working. Control of performance was determined by management, and worker discretion 

was removed so as to ensure operational consistency. Max Weber’s suggestion of the ideal type 

bureaucracy set in place control by process and system. Performance here is determined by com-

pliance with the rules and regulations of the organisation. The human relations school followed 

shortly after Taylor and Weber, and marked a shift away from a focus on process to a focus on 

people. Here, coming out of the Hawthorne Experiments of Elton Mayo, we saw the develop-

ment of theories which suggested that by meeting the individual needs of people, managers could 

direct individual performance to achieve organisational success. The human relations school was 

the backdrop to the creation of many of the traditional theories of motivation that we recognise 

today. Towards the 1970s, there was an increasing awareness across Western businesses that the 

management of performance needed to move away from such an individualist approach towards 

Introduction 

The history of performance management 
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a more collectivist orientation. Two new approaches dominated. The management of corporate 

culture ( Deal and Kennedy, 1982 ) was seen as a way of steering performance by appealing to 

people’s shared sense of values, while total quality management (TQM;  Oakland, 2003 ) was 

suggested as a way of allowing groups of people at different levels in the hierarchy to take respon-

sibility for their own actions and therefore recognise their contributions to the wider organisa-

tional success. More recently, the end of the 1990s and the beginning of the 2000s have seen the 

development of both sociological and psychological models of performance management. From 

a sociological perspective,  George Ritzer (1993) , in his book on  The McDonaldization of  Society,  

notes how societal demands for efficiency, calculability, predictability and control have encour-

aged organisations to adopt a modern-day hybrid of scientific management and bureaucracy 

through the use of technological measurements of performance. Control of performance here is 

bound up in a combination of rules and regulations, and technological monitoring. What results 

is a pseudo-individualist perspective in which the focus is on measuring individual performance, 

but in a uniform and technical way across the organisation. The contemporary psychological 

perspectives return us again to the focus on the individual, and more recent work has looked at 

the impact that issues of person–organisation (PO) fit (Risman et al., 2016), organisational citi-

zenship behaviour, (Bergeron et al., 2013) employee engagement (Macey & Schneider, 2008) and 

organisational identity (Albert et al., 2000) have on performance. These newer psychological 

schools are premised on the assumption that where people have a positive psychological relation-

ship with the organisation, be that through shared values, a sense of belonging or because they 

derive a better sense of themselves from that relationship, they will be inclined to perform in the 

best interest of that organisation. 

 What becomes apparent from our brief consideration of the history of performance manage-

ment is that controlling and directing the actions of others, be that explicitly through the use of 

policy and procedure or implicitly through the use of motivational or engagement techniques, 

has been a key focus for HR practitioners and managers for some considerable time. There is, 

however, an argument that in the globalised world of 2016, the need for effective performance 

management is greater than ever.  

  The performance imperative: Why manage performance? 

 In the late 1990s and early 2000s, performance management became more extensive and, argu-

ably, more intensive, to the point where some authors (see  Adair  et al.,  2003 ;  Hyde  et al.,  2006 ; 

 Harris  et al.,  2007 ;  Bourgon, 2008 ) considered performance management to be one of the most 

striking features of the business agenda and, in particular, a central feature of the public sector 

reform agenda. 

 The fact that today’s marketplace is more fiercely competitive than ever before is widely 

acknowledged ( Fawcett and Magnan, 2002 ;  Patterson  et al.,  2003 ). Globalisation, the drive for 

sustainability, technological change and demanding stakeholders constantly push for better indi-

vidual, collective and organisational performance. In response to this new repertoire of demands, 

 Bititci  et al.  (2004)  suggest that businesses have been forced to become more responsive and adapt 

to a continuously changing business environment, to be more agile and frequently restructure 

themselves to find new ways of continuously improving processes, systems and performance. 

 Longnecker and Fink (2001)  and  Longnecker  et al.  (1999)  suggest that in response to both rec-

ognising the potential limitations of performance measurement and responding to the demands 

inherent in a new global business world, organisational processes and delivery systems are being 

re-engineered and streamlined so that cycle times are reduced and efficiencies are improved. 

Relationships with both customers and suppliers are being redefined so that ‘strategic partner-

ships’ may be forged and leveraged. Workforce effectiveness and productivity initiatives are being 

developed to improve employee performance. Total quality and customer service are no longer 

viewed as individual programmes, but rather are being integrated into corporate cultures and 

The performance imperative: Why manage performance? 
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operating practices as ‘simply a way of life’. In addition, technology is rapidly evolving, and must 

be properly integrated and implemented if it is to be leveraged to provide competitive advantage. 

Enlightened approaches to green human resource management (GHRM) are also being used as 

a vehicle to leverage human capital in the emerging global workplace (Renwick et al., 2013).

Managing performance in the global workplace is complicated by the fact that companies 

operate on an international stage. Rather than national companies creating local business, organ-

isations operate with subsidiaries, franchises and strategic partners across the globe, and while 

performance management systems are a fact of life in almost every organisation, ‘cultural dif-

ferences affect how such systems are designed and implemented, as well as their relative effective-

ness’ (Aguinis et al., 2012, p. 385). For example, although India has seen a huge growth in foreign 

direct investment, the cultural values of the investors are often at odds with the paternalistic 

national culture values; likewise, performance management systems need to account for cultural 

practices such as ‘Guanxi’ in China and ‘Wasta’ in the Middle East.

For many organisations, dealing with global competitiveness is too big a challenge for them 

to take on alone, and as a way of both strengthening individual organisational performance and 

rationalising the competitiveness in the external environment, many have embarked on collabora-

tive rather than competitive strategies. Indeed, Burgess et al. (1997) (cited in Busi and Bititci, 

2006) suggest that in order ‘to cope with today’s increasing competitive marketplace, companies 

have, and should, become more collaborative’ (p. 10) and form networks that boast, as a whole, 

all those resources and competencies needed to satisfy the end customer.

Such collaborative strategies, be they mergers, acquisitions or strategic alliances, have signifi-

cant implications for performance management.

The implications arise because the collaborative model is based on breaking down traditional 

physical boundaries and getting the partners to behave as a single unit. Integrating different 

organisations implies forming teams of different people with different cultures, policies and 

routines (Holmberg, 2000). Managing a disparate range of newly formed teams poses a number 

of challenges related to communication, the psychological contract, trust and behaviour.

The imperatives for effective performance management are clear. International business, public 

sector efficiency and global sustainability concerns require managers to ensure that the perfor-

mance of each individual, each group and each department within an organisation contributes 

in a meaningful way to the achievement of the strategic goals. Yet embedded within this objective 

is the assumption that we can in some way demonstrate the relationship between effective per-

formance management and the wider performance of the organisation. A tension necessarily 

exists here for the contemporary organisation, one premised on how it assesses the relative costs 

versus benefits of performance management. At the heart of the tension is the issue of proof. 

When the performance of an organisation is influenced by so many factors (technology, mecha-

nisation, the style of management, the skills of the workforce, etc.), many of which are outside 

the control of the organisation itself (changing funding streams in the public sector, mergers, 

acquisitions and the growth of collaborative strategies in the private sector), how can HR 

Explore According to Olie (1994, p. 383):

Conflicts between the two organizational groups involved in a merger can occur frequently be 
observed during the post-merger situation. Members of the organizations typically start defin-
ing the situation in antagonistic terms of ‘us’ and ‘them’, and power struggles evolve as organi-
zational groups engage in bickering over scarce resources. In spite of formal attempts to blend 
or create a common identity or culture, the persistence of original identities can be observed 
in post-merger situations, long after the merger has started.

What are the implications of these conflicts for the HR team trying to manage performance?
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practitioners demonstrate in any reliable way whether or not investment in performance manage-

ment systems has had a direct impact on the performance of the organisation? As we continue 

to look at what performance management actually means, and the modes and mechanisms of 

performance management, we will draw on these tensions and the dilemmas faced by those trying 

to manage performance.  

  What is performance management? 

 Performance management can be seen as an overarching term that embraces all the ways in 

which an organisation and those who control the activities within it coordinate and direct 

actions in order to achieve the organisation’s goals.  Armstrong and Baron (1998)  see perfor-

mance management as a continuous process that focuses on the future rather than the past. 

They emphasise the strategic and integrated nature of performance management, which is 

aimed at ‘increasing the effectiveness of organisations by improving the performance of the 

people who work in them and by developing the capabilities of teams and individual contribu-

tors’ ( Armstrong and Baron, 1998 : 38–9). Performance management is about the coordinated 

control of potentially large groups of people across a range of units, departments and even 

organisations. 

 Performance measurement moves away from a singular focus on local level measurement to 

embrace more strategic, systematic, integrated and organisationally focused approaches to the 

holistic management of work activities, or the total performance system (TPS). Much early work 

on performance management dates back to the late 1980s, with commentators such as  Johnson 

and Kaplan (1987) ,  Lynch and Cross (1991) ,  Eccles (1991) ,  Kaplan and Norton (1992)  and 

 Thorpe (2004)  setting the scene. Since then there have been a plethora of writers, each taking 

their own, slightly nuanced approach to the subject. 

 Armstrong and Baron (2005) define performance management as a process that operates in a 

continuous cycle and that ‘contributes to the effective management of individuals and teams in 

order to achieve high levels of organisational performance’ (p.  15 ) (see  Figure   12.1   ).  

 Embedded within this is the understanding that formal ‘performance management’ is not the 

only thing that has an impact on the ways in which people and teams behave. Here performance 

What is performance management? 

  Figure 12.1          The performance cycle.   
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management is not a single universally applicable process, but rather it needs to be contextually 

specific, what Armstrong and Baron (2004: 16) define as:

a strategy which relates to every activity of the organisation set in the context of its human 

resource policies, culture, style and communications systems. The nature of the strategy 

depends on the organisational context and can vary from organisation to organisation.

What Armstrong and Baron’s comments introduce here is a new element of complexity. Having noted 

the ‘process’ rather than ‘event’ orientation of performance management, they now suggest the need 

to tailor this process to the specific context. Their view suggests that performance management is a 

dynamic process which needs to be aligned to the developing strategies of the organisation. Neces-

sarily, then, they suggest that the principal activities of performance management are geared towards:

● communicating a shared vision of the purpose of the organisation;

● defining expectations of what must be delivered and how;

● ensuring that employees are aware of what high performance means and how they can achieve it;

● enhancing levels of motivation and enabling employees to monitor their own performance 

and understand what needs to be done to improve their overall level of performance.

London and Mone (2009) define performance management by the stages that this incorporates. For 

them, the performance management ‘process’ involves three stages, namely the setting of goals, the 

monitoring of performance to enable feedback and/or development as necessary and the use of 

appraisal as a means of evaluation and because this contributes to decisions about compensation.

The Chartered Institute of Personnel and Development (CIPD, 2009b) agrees and elaborates 

on these themes, suggesting that performance management should be:

● Strategic – it is about broader issues and longer-term goals.

● Integrated – it should link various aspects of the business, people management and individuals 

and teams.

It should incorporate elements of performance improvement to move the organisation forwards; 

aspects of people development to allow individuals to contribute meaningfully now and in the 

future; and control mechanisms that allow for the monitoring and management of performance. 

Performance management then can be seen as a range of things that it is, and that it is not, as in 

Table 12.1:

Performance management is . . .  Performance management is not . . . 

Strategic Purely operational

Context-specific One size fits all

Dynamic Static

A process An event

Coherent Fragmented

Integrated Isolated

Table 12.1  Identifying Performance Management  

Explore ● Consider performance management systems with which you are familiar. To what extent do 
they conform to the issues raised in the ‘Performance management is . . . ’ column?

● What might the consequences of any non-conformance be for the organisation and those who 
work there?
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 These insights into what performance management is draw our attention to the things that HR 

and management might need to do in order to ensure the success of their performance manage-

ment strategy.  Armstrong and Baron (2004)  stress that, at its best, performance management is 

a tool to ensure that managers manage effectively, and that this involves making sure that their 

people and their teams: 

   ●   know and understand what is expected of them;  

  ●   have the skills and ability to deliver on these expectations;  

  ●   are supported by the organisation to develop the capacity to meet these expectations and are 

given feedback on their performance;  

  ●   have the opportunity to discuss and contribute to individual and team aims and objectives.   

 It is this set of criteria that necessarily underpins the practice of performance management.  

  Performance management in practice 

 In considering performance management in practice, it is useful to think about the aspects of 

HR practice through which performance is controlled and directed in order to achieve the organi-

sational goals. If we consider performance management as a series of relationships, then the idea 

that these issues are interconnected and interdependent becomes more apparent (see  Figure   12.2   ).  

  Recruitment and selection 

 Performance management at the time of recruitment and selection is crucial, and there are a 

number of reasons for this. The ways in which an organisation represents itself to the outside 

world are apparent through the recruitment and selection processes used, and this has a range 

of consequences. Adverts containing typographical errors, inaccurate or incorrect information 

communicate a very particular image to potential applicants, one which can have a direct negative 

impact on employer attractiveness ( Xie  et al.,  2015 ). This image of carelessness may not only 

disincline strong candidates from applying, it may also communicate the idea that substandard 

Performance management in practice 

  Figure 12.2          Performance management relationships.   
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performance is acceptable. Selection processes are the mutual engagement of potential employers 

and potential employee and are the point at which each makes a value judgement as to whether 

or not they wish to formalise an employment relationship. The management of performance here 

has a number of manifestations. First, there is the issue of process, and whether or not those 

people representing the organisation have both an awareness of the processes and systems that 

they are to use, and the interpersonal skills to conduct the selection process appropriately. Sec-

ond, there is the issue of communicating to the candidate, the levels, the types and the expecta-

tions of performance that they would need to deliver, but this is not always a positive thing. 

According to Sims and Brinkmann (2003) in their consideration of Enron, the selection system 

in use reflected the wider culture, in that ‘[i]t promoted greed, selfishness and jealousy within the 

organisation’ (p. 252). Third, there is the opportunity here to communicate the organisational 

values to applicants. These values, nebulous though they may seem, have a huge impact on per-

formance, and can communicate not only the expected ways to behave within the organisation 

but also the ethical standards that underpin that behaviour. As Sims and Brinkmann (2003) point 

out in their consideration of the cultural values of Enron, ‘Enron’s leaders’ primary message 

about their values was sent through their own actions’ (p. 249). Where unethical behaviour is not 

only condoned, but rewarded, such performance is legitimated across the wider organisation.

Induction

Performance management through a person’s induction to the organisation contains a number 

of key elements. The first is the representation of the organisation by those inducting new people. 

By ensuring the appropriate skill levels of those involved in the processes and making sure that 

they communicate the correct messages about the required and expected levels of performance, 

the organisation is able to manage performance by example. Moreover, the most effective systems 

of performance management are a continuation of the induction process. The instigation of 

personal and career development plans as soon as people join the organisation, the effective 

communication of the ways in which the organisation monitors and manages performance, and 

clarity about the organisation’s commitment to learning and development all ensure that the new 

person has a thorough understanding of performance management and their role in ensuring 

the strategic success of the organisation. Lastly, key to any induction programme is the issue of 

socialisation. This is often an informal consequence of the induction process but is, as with the 

issues relating to recruitment and selection, key to familiarising people with the social networks 

and the enacted norms and values of the organisation, as well as with the espoused values com-

municated through organisational visions and missions.

Training and development

Managing performance through training and development should be an integral part of the 

performance management process, and a natural consequence of the person’s induction. In 

managing performance effectively within a strategic context, the organisation needs to ensure 

that training and development are used to:

● ensure effective performance today – that people within the organisation have the requisite 

skills and competences to perform the tasks expected of them;

● ensure the effective management of performance today by the training and development of 

managers, of appraisers and of interviewers;

● ensure effective performance in the future by aligning the organisational skills and competence 

profile to that needed to achieve future strategic goals.

Training and development, then, are means of translating the performance levels that we have 

into the performance levels that we need, be this today or at some time in the future. Key to this 

notion of reconciling what we have with what we need is the process of performance appraisal.
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Performance appraisal

Performance appraisal represents just one tool in the performance measurement toolkit. It is a 

way of eliciting information about the performance of one or more employees and comparing 

this with predefined criteria or dimensions. DeNisi (2000) offers a simplistic definition of per-

formance appraisal as ‘the system whereby an organisation assigns some “score” to indicate the 

level of performance of a target person or group’ (p. 121), whereas Fletcher (2001: 473) defines 

this more broadly as ‘activities through which organisations seek to assess employees and develop 

their competence, enhance performance and distribute rewards’. What becomes apparent from 

this definition is the ways in which performance appraisal articulates with the wider issues of 

performance management. Rather than being a stand-alone process of measurement, the value 

of performance appraisal is seen in the ways in which this feeds reward structures, defines the 

direction for training and development, and contributes more widely to the success of the 

organisation.

Mondy et al. (2002) add another dimension to our characterisation of performance appraisal, 

that of the unit of appraisal, that is, what we are actually appraising. Rather than working on 

the assumption of individual measurement, they comment on the ways in which appraisal may 

evaluate the performance of a collective unit, i.e. appraising a team.

The 2011 Workplace Employment Relations Study (WERS) (van Wanrooy et al., 2013) has 

been mapping the growth in the use of performance appraisal and looking at the ways in which 

this is increasingly linked to reward and remuneration strategies. Of particular interest in their 

most recent survey was the growth in the use of performance appraisal for staff working in non-

managerial positions. Figures here show a 26 per cent increase from 43 per cent in 2004 to 69 per 

cent in 2011. There is also embedded within these figures a very interesting divide between the 

use of appraisal in public and in private sector organisations. While 67 per cent of private sector 

organisations use performance appraisal for non-managerial staff, within the public sector, this 

figure rose to a massive 88 per cent (see Table 12.2).

Alongside this growth in the use of performance appraisal, an increase was found in the num-

ber of organisations who linked pay to the outcomes of appraisals. As such, the 2011 survey 

showed that 24 per cent of organisations surveyed use performance appraisal as a partial deter-

minant of non-managerial pay, a rise from 15 per cent in 2004, but again, there were discrepancies 

between the results for the public and private sectors. Whilst the figures for linkage to pay are 

fairly equitable (24 per cent for the private sector and 25 per cent for the public sector), the more 

prevalent use of appraisal within the public sector means that they have a significantly higher 

rate of workplaces where appraisal is not linked to pay – 63 per cent as compared to 43 per cent 

in the private sector.

This link between performance appraisal and reward and remuneration is explored further in 

WERS to highlight the different types of reward that are becoming increasingly contingent on 

performance. It has been suggested that the growth in the use of performance appraisal has been 

linked to a rise in performance-related pay (PRP) schemes, but as Bach (2005) comments, this is 

not really the full picture, as there is in fact ‘little evidence to suggest that performance appraisal 

was introduced to support individual performance pay’ (p. 297). Rather, Bach suggests, the 

All private-sector workplaces All public-sector workplaces*

Appraisal – link to pay 24% 25%

Appraisal – not linked to pay 43% 63%

No appraisal 33% 13%

*Rounding issues leading to totals of 101 per cent.

Table 12.2  Appraisal of non-managerial employees as a percentage of all workplaces [the 2011 
Workplace Employment Relations Study (WERS)]
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increased use is more closely associated with the commitment of successive governments to intro-

duce private-sector ‘best practice’ into the public sector in response to the need to increase effi-

ciency and enhance managerial authority, as noted earlier. The most recent WERS report ( van 

Wanrooy  et al.,  2013 ) gives a further rationale for the introduction of pay for performance, that 

of allowing organisations ‘to share risk with their employees in troubled times’ (p.  24 ). By focusing 

reward on performance, and by using reward strategies such as share incentive plans and share 

options schemes, employers can not only gain increasing financial flexibility, they can also ‘index 

link’ the relative value of that reward to the value of the company. As such, should the value of the 

company fall, for whatever reason, then the values of the shares held by employees will also fall. 

 The organisational motivation for performance appraisal then, is clear. It is a means by which 

the performance of an individual or group is measured to enable remedial action to be taken 

where necessary, to enable appropriate rewards to be given and to identify areas where training 

and development are needed to ensure the skills needed for the future. Thus, framed performance 

appraisal serves two purposes in that it is both evaluative and developmental. At an operational 

level, there are a range of other reasons for undertaking performance appraisals, namely: 

   ●   informing promotion, separation and transfer decisions;  

  ●   giving feedback to the employee regarding how the organisation viewed the employee’s 

performance;  

  ●   evaluating the relative contributions made by individuals, teams and/or departments in achiev-

ing higher-level organisation goals;  

  ●   evaluating the effectiveness of selection and placement decisions, including the relevance of 

the information used in the decisions within the organisation;  

  ●   informing reward decisions, including merit increases, promotions and other rewards;  

  ●   ascertaining and diagnosing training and development needs;  

  ●   evaluating the success of training and development decisions;  

  ●   gathering data to inform work scheduling plans, budgeting and human resources planning.   

 In many instances, the actual appraisal is undertaken via a face-to-face discussion, but it is 

important to note that this may be changing as the use of information technology and software 

packages such as ‘Performance Pro’ means that appraisals can easily be undertaken online.   

  Approaches to performance appraisal 

 The scope and method for reviewing performance varies between organisations, but typically, 

appraisal takes a ‘free text’ form, in which the appraiser and the appraisee review performance 

in general before focusing on specific objectives, targets or goals set in the previous appraisal. 

Although this qualitative form of appraisal allows for issues to emerge through the discussion 

process, this lack of rigid boundaries means that it is also open to accusations of partiality and 

bias. An alternative is to undertake a straight ranking of performance against predefined criteria 

or traits. On the basis of an assessment against the dimensions, employees are given the final 

rankings. Any approach using predetermined criteria has limitations, especially if the same cri-

teria are employed across a wide range of job roles. It is also important to think about whether 

using such simple metrics really does solve the problem of subjectivity, as what people are ranking 

here is still only their perception of the levels of performance. Additionally, traits such as 

resourcefulness, loyalty or enthusiasm are not only subjective but may be open to different inter-

pretations by different appraisers and the appraisee, leaving them open to bias and prejudice. 

 Because of the limitations of using either method in isolation, many appraisal systems have 

a dual process, which involves some form of ranking or rating and some scope for a more dis-

cursive consideration of performance between managers and employees.  

Approaches to performance appraisal 
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  Types of performance appraisal 

  Critical incident technique 

 Derived from the original 1954 work of John Flanagan, critical incident methods involve the 

identification of key events, be they positive or negative. In an appraisal setting, it is important 

to ensure that there is a balanced debate which draws on both positive and negative issues. It is 

also important to appreciate the impact that time can have on the recollection of events; for 

example, a really positive event that occurred 10 months ago may seem less important than a 

smaller negative incident that occurred more recently. The advantage of a critical incident 

approach is that it is individually oriented and therefore the issues raised are specific and relevant 

to the appraisee. The disadvantages include issues of subjectivity, the issue of timeliness men-

tioned previously and the fact that the individual focus can sometimes detract from the wider 

collective goals.     

  Checklist approach 

 Here the appraiser is given a list of statements or descriptions of the desired knowledge, skills 

and behaviours of the employees, drawn from key aspects of the role or from the job description. 

Often the appraisee and appraiser indicate which description most closely reflects the job per-

formance of the employee. These tasks are often undertaken independently of each other at the 

start of the process, but later, during a formal discussion, the appraiser and the appraisee seek 

to reach agreement as to which description is most appropriate. This approach is referred to as 

‘behaviourally anchored rating scales’ (BARS) or ‘behaviourally observed rating scales’ (BORS). 

The advantage of this approach is that it focuses on role-relevant criteria and takes account of 

the views of both the appraiser and the appraisee. The limitations relate to the focus on a pre-

defined range of criteria, when the priorities in the business may have changed since these criteria 

were set.  

  Goal-setting 

 This approach seeks to make the process even more transparent by establishing job objectives or 

goals, and reviewing (usually annually) the extent to which they have been met. In this style of 

appraisal, the  CIPD (2009a)  suggest the following points should be considered:   

   ●   What the appraisee has achieved during the review period, with examples and evidence.  

  ●   Any examples of objectives not achieved with explanations as to why.  

  ●   What the appraisee enjoys most about the job and how they might want to develop the role.  

  ●   Any aspect of the work in which improvement is required and how this might be achieved.  

  ●   Appraisee learning and development needs, with arguments to support their case for specific 

training.  

  ●   The level of support and guidance appraisees require from their manager.  

Types of performance appraisal 

 Key controversy 

 To what extent are all performance management approaches simply a matter of subjective judgement? As HR 
practitioners, should our goal be to get rid of subjectivity or to account for subjectivity? 
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● Appraisees’ aspirations for the future, both in the current role and in possible future roles.

● Objectives for the next review period.

The extent to which the appraisee is involved in establishing performance goals varies between 

organisations, but motivational theory suggests goals are most effective in terms of motivating 

performance when the employee has been directly involved in setting them (see Box 12.1). A vari-

ation on this theme is to use a competency based framework against which performance is 

appraised. Many schemes use a combination of competency assessment, objectives and role 

accountabilities.

Performance may also be measured by gathering raw data (see Box 12.2). This is frequently 

used, for example, to monitor activity rates of computer operators, call handling speeds in call 

centres or throughput rates for staff in fast food restaurants. Performance measurement or 

employee monitoring can also be conducted using technology. For example, some cellular tele-

phones have built-in global positioning systems that enable employers to track the physical loca-

tion of employees at all times. Furthermore, employers can now conduct their own private 

investigations into employment applicants by accessing their presence on social media, or from 

driving records, vehicle registration records, bankruptcy proceedings, social security records, 

property ownership records, military records, sex offender lists, incarceration records, drug test-

ing records, professional licensing records, workers’ compensation records and credit reports. In 

performance measurement, electronic monitoring and surveillance of employees have grown, 

especially the monitoring of email and web browsing (Sipor and Ward, 1995; Stanton, 2000).

Explore ● Have you ever been appraised?

● How did you find the experience?

● How could it have been improved?

Explore What are the strengths, limitations and ethical issues that might arise from checking an employee’s 
presence on social media?

Box 12.1 Goal-setting theory and performance management

Goal-setting theory was established by Latham and Locke in 1984, when they argued that goals set for employees can 
play an important part in motivating them to improve their performance. Goals equate to targets and employees 
reflect on their performance and will modify their behaviour in order to hit the targets. Heslin et al. (2009) suggest 
that a prime axiom of goal-setting theory is that specific, difficult goals lead to higher performance than when people 
strive to simply ‘do their best’ (Locke, 1966; Locke and Latham, 1990). The performance benefits of setting challenging 
and specific goals have been demonstrated in laboratory and field studies (Locke and Latham, 1990, 2002). However, 
setting specific and challenging goals is no guarantee of performance; the nature of the goals has to be such that 
achievement of these is appealing. Moreover, they need to be purposeful, achievable and offer the individual a chance 
to develop. For goals to be motivating they need:

● to be specific rather than vague;

● to be demanding but attainable and realistic;

● to generate feedback that is timely and meaningful;

● to be accepted by the employees as desirable.
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SMART is an acronym often used to frame the desirable features of goals. The letters stand for 

Specific; Measurable; Appropriate; Relevant; and Time-limited.

360-degree appraisal

An alternative approach to performance appraisal is the use of 360-degree feedback, or ‘multi-

rater feedback’. This approach was first developed and used in the USA in 1992, and despite 

Newbold’s (2008) suggestion that it went out of fashion for a while, it is now back in vogue. 

Aswathappa (2005: 234) lists a number of examples of organisations currently using the 

360-degree system of performance appraisal. It is an approach in which performance data are 

sought from peers, subordinates, superiors and nominated significant others who may be internal 

or external to the organisation.

Self-assessment is core to 360-degree appraisals and the appraisee is also asked to nominate 

‘significant others’ to take part in their appraisal. This level of personal investment in the pro-

cess means that 360-degree systems usually have the strongest impact on behaviour and perfor-

mance. Likewise, because the process involves numerous ‘independent’ views of the employee’s 

performance, it is often considered to be one of the most credible performance appraisal meth-

ods. The 360-degree appraisal can be used as a powerful developmental tool because of the 

multiple views on the extent to which an individual is developing or refining their skills and 

competencies.

Box 12.2 Wireless real-time production and employee performance measurement

One such system is referred to as the 20/20 Data Collection/Monitoring & Management System and it can be used 
in any production or manufacturing context, from assembling computers, to answering telephone calls in a call centre, 
to packing chocolate biscuits. It is a wireless real-time shop floor data collection and management system that is 
designed to enhance the production management to a higher level, thereby allowing productivity gains. It works by 
constantly monitoring the work rate of the operators to show if specific operators or assembly stations are constrain-
ing overall production throughput. Performance and line balancing reports rank the bottleneck operators and stations 
according to their constraint on system output. With real-time data access, managers are able to make well-informed 
decisions, such as reprioritising a job or reallocating staffing. Productivity analysis allows managers to measure indi-
vidual employee performance and analyse labour costs by employee, department or work assembly station. In terms 
of performance management, real-time measurement data enables managers to:

● improve productivity by leveraging production monitoring and motivating the workers to meet the standards;

● access detailed analysis allowing managers to monitor performance and labour costs in terms of each employee;

● indicate and monitor individual operator efficiency and output;

● use the reported information to determine the precise cause of any defect and the action necessary to resolve the 
issue;

● identify poor operator performance before it causes a problem;

● use the data as part of a continuous total quality improvement programme.

Explore What, if any, are the ethical implications of wireless real-time production and employee perfor-
mance measurement?
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 Performance appraisal can be operationalised using a number of different methods, or indeed 

any hybrid structure which combines elements of numerous approaches; however, in order to be 

successful, the CIPD suggest the use of five key elements: 

   ●    Measurement  – assessing performance against agreed targets and objectives.  

  ●    Feedback  – providing information to the individual on their performance and progress.  

  ●    Positive reinforcement  – emphasising what has been done well and making only constructive 

criticism about what might be improved.  

  ●    Exchange of  views  – a frank exchange of views about what has happened, how appraisees 

can improve their performance, the support they need from their managers to achieve this, 

and their aspirations for their future career.  

  ●    Agreement  – jointly coming to an understanding by all parties about what needs to be done 

to improve performance generally and overcome any issues raised in the course of the discus-

sion ( CIPD, 2009a ).    

  Performance management at Deloitte 

 Despite conformance to the CIPD elements above,  Buckingham and Goodall (2015)  present a 

case study of the contemporary developments in performance management at Deloitte. Tradi-

tional methods of appraisal were deemed to be too costly, so a new system, premised on three 

stages, was introduced. 

  Stage 1: Recognise 

 The organisation highlights the need for the manager to know what the appraisee is supposed 

to be doing. A clarity of role.  

  Stage 2: See 

 The appraiser needs to make some judgement about that person’s performance, and this is done 

in a somewhat novel way. At the end of every project or every quarter, the appraiser is given four 

questions to answer. See  Table   12.3    Mock Deloitte Appraisal document.   

  Stage 3: Fuel 

 This is the point at which the process drives future performance. The manager holds weekly 

‘check-in’ sessions during which they find out what people have done and are doing, and how 

they can help them perform to the best of their ability.       

  Limitations of performance measurement 

 Over recent years, there has been a growing discomfort with measuring performance through 

the use of indicators and targets.  Callahan (2007)  notes that all managers involved in measuring 

performance through such traditional indices need to think outside the performance box. He 

Limitations of performance measurement 

 Explore  What might be the advantages and limitations of 360-degree appraisal? 

 Explore  Critically evaluate the Deloitte approach. What do you think might work well? What do you think 
might be problematic? How do you think this would fit within your own organisation? 
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suggests that performance measurement is inadequate because it fails to recognise the key con-

cepts of accountability and citizen participation and fails to emphasise the critical importance 

of their relationship. In other words, performance appraisals are compromised because they are 

used for a range of often conflicting purposes.

The problems of appraisal are compounded when the process of appraisal does not lead to 

any particular action. The ultimate test of the effectiveness of any performance management 

system is, according to Zients (2009; cited in Moynihan and Pandey, 2010), whether the informa-

tion gathered through appraisal is used or not. The scenario of annual appraisals following which 

the paperwork sits filed away until the next appraisal 12 months later, is one that many people 

are familiar with, and this is problematic not only because it means that managers are not ade-

quately using the systems available to them to both monitor and improve performance and 

develop their workforce, but also because this creates at best an apathy towards appraisal and at 

worse a resentment at the time wasted on a non-productive activity.

Appraisals are also in a ‘catch 22’ position. Problems can arise where the appraiser is to act 

as both manager and appraiser, a situation that occurs frequently. Managers are responsible for 

ensuring that the organisation has invested sufficiently in the development of the individual and 

has supported them effectively, yet in their role as appraiser they need to be able to point out 

realistically the consequences of any under-investment or the areas where the appraisee has not 

developed due to the lack of their support. On the other hand, it would be very difficult to have 

anyone but the manager undertake an appraisal, simply because they know the role, the job, the 

required competencies and the individual.

This tension develops further where the appraiser has a range of roles and responsibilities – 

which, again, may be conflicting (Wilson, 2002). To illustrate, the appraiser can be placed in the 

position, described by McGregor (1957) as being required to ‘play God’. Appraisers invariably 

judge and rate the performance of their staff member. This role sits at odds with their responsi-

bility to motivate and develop the same staff member, and may sit in opposition to their role as 

employee counsellor. Newton and Findlay (1996) make the point that employees are less likely 

to confide their limitations, development needs or anxieties about job competence to their 

appraiser, because it could adversely affect their rating at the next performance review and may 

affect reward levels if performance is linked to remuneration. Appraisers may equally be reluctant 

to give their staff a poor review because it might prove demotivating, could create conflict or may 

even suggest they lacked the necessary management skills to elicit high performance.

Questions SA A N D SD

1. Given what I know of this 
person’s performance, and if it 
were my money, I would 
award this person the highest 
possible compensation 
increase and bonus.

2. Given what I know of this 
person’s performance, I would 
always want him or her on my 
team.

Yes No

3. This person is at risk for 
poor performance.

4. This person is ready for 
performance today.

Table 12.3  Mock Deloitte Appraisal document
Key: SA – Strongly Agree; A – Agree; N – Neutral; D – Disagree; SD – Strongly Disagree
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 Lastly, there are a range of rater biases that can also have a detrimental impact on the process 

of appraisal. The ‘halo effect’ is a perceptual bias on behalf of the appraiser, in which they focus 

almost entirely on the positive aspects of an employee, regardless of problem areas that require 

remedial action. The counter-side to this is the ‘horns effect’ in which an appraiser is predis-

posed to negative perceptions of the person and their performance. The ‘comparing employees 

effect’ is a system of judging relative performance, where the manager evaluates one employee 

against another without considering the different tasks they are required to perform. Lastly, the 

‘recency effect’ occurs when managers rate employees on the basis of their most recent encoun-

ter with them or on their most recent knowledge of their performance. This can mean that 

major successes that occurred some time back are underplayed and more recent minor errors 

come to the fore. 

 The type of appraisal system used may also facilitate difficulties. Where appraisers have to 

rank or rate staff, there may be an issue with the ‘central tendency’ effect. Here managers opt for 

the safe midway or central point, so as not to be overly lenient or overly harsh, or for fear of 

upsetting either the appraiser or their colleagues. This system necessarily reduces the effectiveness 

of appraisal by producing meaningless results. Research undertaken by  Geddes and Konrad 

(2003)  and  Thornton and Rupp (2007)  indicates that appraisal ratings are also influenced by 

gender, ethnic origins and physical attractiveness. 

 According to  Bach (2005 : 304), one of the most common responses to rater bias is to ‘redouble 

training efforts to ensure managers are trained in conducting appraisals, and be aware of some 

of the potential limitations’. Another response has been to seek multiple sources of data from 

multiple stakeholders, e.g. 360-degree appraisal. 

 These points relate to limitations in the design and operation of performance appraisal. 

Another level of critical commentary has emerged which draws attention to the political and 

ethical considerations of performance appraisal and the fact that appraisal can be seen as a means 

of employee surveillance.  

  Performance management or surveillance? 

 From the earliest work of Frederick Winslow Taylor considered previously, the idea of perfor-

mance management has always been premised on an assumption that managers are the principal 

agent of control. More critical schools of management thinking see performance management 

as being little more than a political structure premised on managerial objectives, their power to 

control, manipulate and direct employee behaviour and the extent to which they have a right to 

engage in the covert surveillance of employees. Indeed, drawing on the example of a call centre, 

 Fernie and Metcalf (1997 : 2) suggest that the ‘tyranny of the assembly line is but a Sunday school 

picnic compared with the control that management can exercise in computer telephony’. Their 

empirical work demonstrated that in some respects the use of technological surveillance negates 

the need for direct management control, as immediate feedback to people allows them to self-

monitor and remedy any performance shortfall before the ‘wrath of management’ is provoked. 

However, they also demonstrated the ways in which those being monitored created increasingly 

ingenious ways of circumventing the systems. Examples such as taking a call but remaining silent 

so the caller hangs up, or finishing the call abruptly but then not replacing the phone, meant that 

no further calls could be put through to them. As they can only be monitored for their ability to 

deal with the calls put through, they exert their own control on what will and will not be 

monitored. 

  Bach (2005)  provides an excellent summary of this proposition, in which he suggests that those 

influenced by the work of French philosopher Michel Foucault view trends in appraisal as part 

of a more sinister management regime to control all aspects of employee behaviour and eliminate 

any scope for employee resistance or misbehaviour. 

Performance management or surveillance? 
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  Understanding Foucault 

 Foucault’s work involves reference to Jeremy Bentham’s panopticon. Bentham was a utilitarian 

theorist, believing human beings are intrinsically bound to seek pleasure and avoid pain, wherever 

possible, and that ‘good’ and ‘bad’ are defined by what is pleasurable and painful. The object of 

legislation therefore, according to Bentham, should be to secure the greatest happiness for the 

greatest number of people; consequently, the pain of punishment should be proportional to the 

happiness that it secured. As a part of his vision of rational social control, Bentham devised an 

architectural device he called the ‘panopticon’, which is Greek for ‘all seeing’. The panopticon 

was based on the design for a Russian factory that minimised the number of supervisors required, 

and it was proposed by Bentham for the design of prisons, workhouses, mental asylums and 

schools. The supervisors were able to view and monitor the inmates, but the inmates could not 

see the supervisors. The underlying principle is that the total and constant surveillance of inmates 

or workers would encourage them to conform to all the desired behaviours and beliefs and even-

tually each individual would themselves become an overseer of others. The strong illusion of a 

powerful, controlling and all-seeing eye would become an inner reality of self-policing. Bentham 

believed this approach could be successfully adopted in any environment, including work organi-

sations, that involved any level of supervision – i.e. of employees ( https://www.theguardian.

com/technology/2015/jul/23/panopticon-digital-surveillance-jeremy-bentham ). 

 The same principles about power, control and observation were enshrined in much of  Fou-

cault’s (1977)  thinking about the role of managers controlling the behaviour and thoughts of 

their employees. In the example we saw earlier of the 20/20 data collection used as a wireless 

real-time production and employee performance measurement system ( Box   12.2   ), it is easy to 

appreciate how such distant but all-embracing surveillance systems prompted Foucault to express 

concern over the extent to which employees were being manipulated, controlled and monitored 

by others and why he saw appraisal as epitomising a desire for observation in order to make every 

employee a knowable, calculable and administrative object ( Miller and Rose, 1990 : 5). Foucault, 

like  Townley (1993b)  and  Grey (1994)  in their work on appraisals and career management, ques-

tioned the ethics of such close and consistent intrusion into an employee’s working life and saw 

such involvement as a negative feature of performance appraisal. However, others, in particular 

 Findlay and Newton (1998) , use their discussion of performance appraisal to highlight Foucault’s 

apparent neglect of human agency ( Newton, 1994 ) and to suggest that to see all aspects of inter-

vention as a negative use of power is to ignore the mutuality of interests that characterises many 

aspects of the modern labour process.      

  Collaborative performance management 

 Previously we have looked at the ways in which the economic climate has encouraged collabora-

tive isomorphism, a process through which the competitive landscape is increasingly marked by 

organisations entering into similar types of collaborative strategy. These collaborative strategies 

have significant implications for the ways in which we can both measure and manage 

performance. 

Collaborative performance management 

 Key controversy 

 To what extent do you agree that performance appraisal is more about managerial control than it is about performance 
enhancement and individual development? 

https://www.theguardian.com/technology/2015/jul/23/panopticon-digital-surveillance-jeremy-bentham
https://www.theguardian.com/technology/2015/jul/23/panopticon-digital-surveillance-jeremy-bentham
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In this section, we consider some of what Waggoner et al. (1999: 52) call the ‘various forces 

that shape organisational performance management systems’. In particular, we will consider the 

challenges of managing performance in an international context, managing the performance of 

a diverse workforce and of an ageing workforce, and lastly, the role of performance management 

in green HRM.

In determining the manner in which a collaborative/networked organisation should approach 

performance management, Longnecker and Fink (2001) suggest HR practitioners should ask the 

following critical questions:

● Do all of our managers have a clear and unambiguous understanding of their role in our 

changing organisation?

● Do we provide all of our managers with ongoing and balanced performance feedback?

● Do we have a systematic approach to helping our managers ‘learn by doing’?

● Is management development truly a management priority at our organisation?

● Do we take active steps to ensure that our management development efforts are designed to 

meet the actual needs of our managers?

Busi and Bititci (2006) build on this foundation and characterise a network-wide collaborative 

approach to performance management as focusing on:

● managing extended processes within and beyond the single company’s boundaries;

● managing the collaborative enterprise performance, rather than only measuring it;

● creating and managing cross-organisational multidisciplinary teams;

● deploying integrated ICT across organisations;

● creating and sharing knowledge.

It is this issue of managing individual and organisational performance across what might be 

traditionally seen as the boundaries of the organisation that requires us to think in a more imagi-

native and nuanced way about how we measure and manage performance (see Box 12.3).

For many (Tung, 1993; Chiang and Birtch, 2010; Peretz and Fried, 2012) the difficulties in 

managing performance relate to the potential disparities between the cultures of the organisa-

tions wishing to collaborate. Indeed, such cultural incongruity is seen as a main cause of failures 

in mergers and acquisitions. Using a model adapted from Rieger and Wong-Rieger’s work in 

1991, Tung presents a useful taxonomy for thinking about the relationship between cultures 

(Figure 12.3).

Box 12.3 The aims of collaborative performance management

● Translate organisational vision into clear measurable outcomes that define success, and that are shared throughout 
the organisation and with customers and stakeholders.

● Provide a tool for assessing, managing and improving the overall health and success of performance management 
systems.

● Continue to shift from prescriptive, audit and compliance-based oversight to an ongoing, forward-looking strategic 
partnership.

● Include measures of quality, cost, speed, customer service and employee alignment, motivation and skills to provide 
an in-depth, predictive performance management system.

● Replace existing assessment models with a consistent approach to performance management. (Source Adapted 
from Procurement Executives’ Association (1999)
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The taxonomy outlines four patterns of interaction between merging (or acquiring/acquired) 

organisations, each of which is worth thinking about in relation to the management of 

performance:

1. Integration – this occurs where there is a need to preserve the culture (i.e. there is no intention 

by management to create a ‘new’ culture) and both parties in the relationship perceive the 

other to be attractive (i.e. there is natural affinity between the two organisations). This is the 

most straightforward in terms of performance management which should be synergistic, as 

the similarities between the values of each organisation make it easier to extend the most 

effective performance management systems across the collaborative enterprise.

2. Assimilation – this occurs when there is no need to preserve the culture of one or other of 

the organisations, but there is a high level of partner attractiveness. Here performance man-

agement can be in the guise of a mutually agreed synthesis of the methods used in both 

organisations. The performance management tools and techniques used here need to be 

consistent with the desired culture of the new collaborative enterprise.

3. Deculturation – this occurs where there is no need to preserve the culture of either organisa-

tion (perhaps a situation where two failing companies come together to try to marshal 

resources). Moreover, there is little partner attractiveness, i.e. the collaborative strategy is 

premised on purely business grounds and there is little in the way of shared values between 

the organisations. The management of performance here can be seen as instrumental. The 

newly created enterprise needs to use whichever tools and techniques are best to achieve the 

organisation’s goals, regardless of cultural fit or fear of offending either partner.

4. Separation – this is possibly the most difficult situation to deal with in terms of creating an 

effective performance management system. The organisations themselves ‘disdain the culture 

or subculture of the other group’ (Tung, 1993: 466), which results in ‘an unhealthy tension 

and conflict’. Despite this, it is in the interest of the business to preserve the culture, which 

means that the creation of any performance management system may need to be imposed by 

management, cognisant of the reactions that this might create, so that performance can be 

managed explicitly whilst allowing time for new cultural norms to emerge.

As such, if we revisit the Rieger and Wong-Rieger (1991, cited in Tung, 1993) taxonomy, we can 

see more clearly the types of approach that HR and management might need to consider in the 

design of performance management systems in a collaborative enterprise (Figure 12.4).

Figure 12.3  Rieger and Wong-Rieger’s Acculturation Taxonomy.
Source: Tung (1993).
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Busi and Bititci (2006) suggest that a collaborative performance management system would 

include the following key elements:

● a structured methodology to design the performance measurement system;

● a structured management process for using performance measurement information to help 

make decisions, set performance goals, allocate resources, inform management and report 

success (see also Amaratunga and Baldry, 2002);

● a set of specifications of the necessary electronic tools for data gathering, processing and 

analysis (see also Waggoner et al., 1999);

● theoretical guidelines on how to manage through measures [as Adair et al. (2003) point out, 

performance management systems are used to apply the information and knowledge arising 

from performance measurement systems];

● a review process to ensure that measures are constantly updated to reflect changes in strategy 

and/or market conditions (see also Waggoner et al., 1999).

Many academics considering the impact of culture on performance management have grounded 

their empirical studies in the work of Geert Hofstede (1985). Although the idea of any one nation 

state having what might be deemed a uniform culture has been roundly criticised by many, Hof-

stede’s work has stood the test of time in being seen as a way of appreciating national cultural 

difference. Looking at performance management through this lens, Peretz and Fried (2010) sug-

gest that the choice of appraisal instruments should be guided by the culture in which they are 

to be used. Their empirical study across 21 countries revealed the importance of such selectivity; 

for example, despite the growing popularity of 360-degree appraisal systems, these systems really 

work best in countries where there is a low power distance, a high future orientation and an 

individualistic focus. Chiang and Birtch (2010) take a more nuanced view of this by noting that 

even where there is an awareness of the national culture characteristics, there may still be different 

views on performance management:

For variations between countries that exhibit similar cultural traits, HK attached by far the 

most importance to appraisal’s evaluative role . . . [T]his may be due to HK’s highly asser-

tive culture. Yet, Singapore, from a similar cultural heritage, utilized appraisal more for its 

communication development capabilities, and performance feedback was more frequent 

(p. 1384).

Figure 12.4  Performance management implications of Rieger and Wong-Rieger’s Acculturation 
Taxonomy.
Source: Tung (1993).
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Consideration of the need for cross-cultural adaptations to the means by which we manage 

performance has been demonstrated through numerous empirical studies, but that then creates 

another issue for HR practitioners – one of equity. Where systems of performance management 

are altered, to what extent does one group of people feel that they are being treated differently? 

Where people are unhappy with the systems in situ, performance appraisal and performance 

management become counter-productive. Brown et al. (2010) suggest that people who are 

unhappy with the performance appraisal system are less committed to their work, have higher 

levels of job dissatisfaction and are more inclined to leave, whereas Thurston and McNall (2010: 

225) suggest that ‘employees’ perceptions of fairness of performance appraisal practices are 

linked to organisationally relevant attitudes and behaviours; beyond the influence of the discrep-

ancy between expected and actual performance’.

Managing performance in a diverse workforce

As the composition of the workforce continues to become more inclusive and diverse, under-

standing how this dimension affects performance has become an increasingly significant issue 

for HRM. Both scholars and practitioners have started to explore the consequences of increased 

diversity on work-related outcomes. Indeed, emphasis on diversity and its management has 

become a primary theme in the public management research literature, with enquiry devoted to 

diversity management programmes (Naff and Kellough, 2003; Kellough and Naff, 2004), the 

impact of diversity on performance outcomes (Wise and Tschirhart, 2000; Pitts and Wise, 2004; 

Pitts, 2005), the status of minority groups in public employment (Lewis and Smithey, 1998) and 

the role of diversity in public administration education (Tschirhart and Wise, 2002; Pitts and 

Wise, 2004).

In the USA, for example, Pitts (2009) suggested that almost 90 per cent of federal agencies 

reported that they were actively managing diversity, but despite this high level of interest, there 

remained little empirical research to test the relationships between diversity management, job 

satisfaction and work group performance. To address this deficit, Pitts (2009) conducted a study 

among 140,000 federal government employees. His findings indicated that diversity management 

was positively and significantly related to job satisfaction. The most satisfied employees worked 

in units where they reported diversity management was strong.

The practical implications of his study are clear and direct: diversity management matters. At 

the organisational level, it means that resources should be devoted to diversity management 

programmes and training opportunities. Diversity should be viewed as a core competency for all 

employees, particularly managers. At the sub-organisational level, it means that managers who 

are concerned with the effective management of performance should put time and energy into 

understanding the different perspectives of employee groups. The managers who are likely to be 

most successful are those who effectively acknowledge and manage the diversity present in their 

groups. As a field, this means that HR practitioners must view diversity management as a core 

tool in the toolkit of performance management and should strive to include diversity-related 

competencies and raise levels of understanding and awareness across the entire organisation.

Explore What factors would you need to take into account when managing performance across national 
borders?

Explore ● What features distinguish a diverse workforce?

● How, if at all, might they affect an organisation’s approach to managing performance?
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Managing performance in an ageing workforce

As we have seen, effective performance management demands that organisations confront many 

of the demographic changes occurring in the workforce. Calo (2008) identifies a further aspect 

of performance management in the context of diversity, that of a steadily ageing workforce. Most 

HR practitioners are vaguely aware that a major demographic shift is about to transform socie-

ties, and therefore companies. The statistics are compelling. For example, in the USA the percent-

age of the workforce between the ages of 55 and 64 is growing faster than any other age group. 

The situation is described by Strack et al. (2008) as being particularly acute in certain industries. 

In the US energy sector, more than a third of the workforce is already over 50 years old, and that 

age group is expected to grow by more than 25 per cent by 2020. In Japan, the number of workers 

over the age of 50 in the financial services sector is projected to rise by 61 per cent between now 

and then. Indeed, even in an emerging economy like China’s, the number of manufacturing 

workers aged 50 or older will more than double by 2025.

An ageing workforce can also create a mismatch between labour supply and demand. Ger-

many currently faces an immediate shortage of qualified engineering graduates. Experienced 

engineers are retiring and, because engineering ceased to be an attractive career option in the late 

1980s, there is a massive shortage of new recruits. In 2006, the country had a deficit of approxi-

mately 48,000 engineers and that figure is expected to grow significantly in coming years. At the 

same time, the country has too many unskilled workers: the unemployment rate of unskilled 

labour is more than six times higher than that of university graduates, and many industrialised 

countries face similar situations.

In terms of performance management, an ageing workforce has two important HR implica-

tions: first, organisations must ensure the transfer of the valuable knowledge that older workers 

possess before they retire; and second, organisations must address the issue of how to maintain 

efficient levels of performance among the older workers while they remain in the organisation.

As the workforce driving the knowledge economy ages, there is a risk of a significant loss of 

valuable knowledge as older workers retire from the workforce. Researchers and practitioners 

have discussed the importance of knowledge transfer to an organisation’s success, and knowledge 

has become recognised as the most strategically significant resource of organisations. When 

Drucker (1993) originally alerted organisational leaders to the rise of the knowledge society, he 

described the radical change in the meaning of knowledge and how knowledge had assumed even 

greater importance than either capital or labour for nations. O’Dell and Grayson (1998: 6) 

referred to knowledge management as a broad concept, defining it as ‘a conscious strategy of 

getting the right knowledge to the right people at the right time’ and as a way of putting knowl-

edge into action to improve organisational performance. How to transfer knowledge from one 

person to others or to the broader organisational knowledge base is a challenging aspect of the 

performance management process, because formal knowledge transfer does not occur spontane-

ously or naturally. While it is difficult to calculate accurately the financial consequences of losing 

critical knowledge, the risks certainly include lost productivity, increased errors and diminished 

creativity. The essential point, argues Calo (2008), is that organisational leaders need to recognise 

that once knowledge and expertise have left their organisation, they are difficult to recover, so 

difficult as to make their recovery unlikely. Knowledgeable older workers will be leaving organisa-

tions in record numbers over the coming decade, so before they leave it is imperative that organi-

sations take steps to retain their knowledge. Calo (2008) suggests that conducting a knowledge 

risk assessment is one such strategy. Here, all managers would be tasked with the responsibility 

of first identifying the at-risk positions, and then developing a plan to identify a successor, having 

an accelerated learning plan for the identified successor, and facilitating the transfer of knowl-

edge from the incumbent workers to successors. This approach would emphasise institutional 

commitment to a knowledge transfer process.

Calo (2008) has drawn our attention to many of the concerns regarding the risk of the ageing 

workforce, including the loss of knowledge arising from the retirement of the baby boomers and 

the potential shortage of workers to fill the gaps left by this turnover. A related concern is 
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highlighted here, namely how to make the best use of older workers who remain in the workforce. 

Today, the workforce of most organisations has a higher overall age than at any time in history. 

While many older workers are members of the first wave of baby boomers, the 50–54 year age 

group is the fastest growing segment of the population, and the 45–49 year age group is the second 

fastest growing. The concerns, then, should not only be about the imminent retirement of the 

first wave of the baby boomers, but should also consider that organisations will need to confront 

many new performance issues as a result of having a greater number of older workers on their 

payrolls. As  Cappelli (2008)  advised, managing an ageing workforce is going to be an ongoing 

and integral component part of an organisation’s approach to performance management. 

  Strack  et al.  (2008)  suggest that initiatives that focus on performance management of older 

workers can help to address the implications of an ageing workforce on productivity. They advise 

that conducting a systematic review of current HR policies and processes could alert the organi-

sation to possible adjustments in a variety of areas to turn age-related challenges into competitive 

opportunities. The most obvious involve training programmes that help older workers to update 

their skills and leverage their performance. However, in training older workers, it is important 

to remember that one-age-fits-all courses are not necessarily geared to the particular needs, 

knowledge and strengths of older workers. For example, older manufacturing employees’ lack 

of familiarity with the internet may make typical web-based or blended training programmes 

unappealing to them. 

 Another obvious area for performance enhancement is healthcare management. On average, 

older employees do not become ill more often than younger employees; they are just ill for longer 

periods. Proactive measures, designed to prevent sickness and injury, can reduce the problem 

significantly. Such measures should be targeted at employees with a high risk of health problems 

and tailored to the jobs they do.  Strack  et al.  (2008)  reviewed RWE Power’s strategy for managing 

older workers. RWE is a German electric power and natural gas public utility in Germany. Strack 

 et al.  report that, in 2006, RWE Power found that an older workforce reduced performance in 

production-related job families. To counter this trend, it is managing the performance of older 

workers through personalised work schedules in which shift lengths are tailored to employees’ 

abilities. It is also exploring the possibility of ‘lifetime working programmes’, in which employees 

accumulate credit for overtime hours that can be used to reduce work hours when they are older. 

 The performance of older workers can also be enhanced through the development of creative 

performance incentives. For example, older workers might serve as mentors to new workers 

( ibid. ).Employees with critical knowledge might be offered the chance to return to the company 

and work on a freelance basis after they have retired. This latter approach has reduced capacity 

shortfalls in crucial job categories and kept valuable knowledge in the company, as well as moti-

vating employees near retirement to perform well so that they will be considered for this post-

retirement opportunity. 

 In summary, performance management of a diverse and ageing workforce is not a passing fad. 

It is a pressing and competitive priority for all organisations in this era of rapid demographic 

and social change.      

  Green HRM and performance management 

 Green HRM can be defined as the strategic use of all aspects of employee management to ensure 

that business practices are, as a baseline standard, least damaging to the environment. There are 

a number of implications here. First, that green HRM is a  strategic  intention, i.e. that this is 

Green HRM and performance management 

 Explore    ●   What features distinguish an ageing workforce?  

  ●   How, if at all, might these affect an organisation’s approach to managing performance?   
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supported at the highest level in the organisation, such that the requisite investment in processes 

and systems can ensure operational success. Second, that this incorporates all aspects of employee 

management and therefore maps the entire employee journey, from the ways in which people are 

attracted to the organisation, to the point at which they leave. Third, that at a very basic  

level, the aim should be damage limitation, but that this is the lowest level. At higher levels of 

sustainable practice, organisations are expected to offset any damage their activities cause or 

even mitigate the damage caused by other means (be they organisational or societal).

As with many forms of organisational change, the main driver for green HRM is external 

demand, and in particular the political and social pressure, along with the need to conform to 

evolving international legislation. Recently, Article 2 of the The Paris Agreement (UN, 2015) has 

seen the setting of three specific environmental standards. The agreement commits 55 countries to:

1. Holding the increase in the global average temperature to well below 2°C pre-industrial levels 

and to pursue efforts to limit the temperature increase to less than 1.5°C above pre-industrial 

levels, recognizing that this would significantly reduce the risks and impacts of climate 

change.

2. Increasing the ability to adapt to the adverse impacts of climate change and foster climate 

resilience and low greenhouse gas emissions in development in a way that does not threaten 

food production.

3. Making finance flows consistent with a pathway towards low greenhouse gas emissions and 

climate resilient development. (Source: UN (2015), p. 21)

Green HRM necessarily has implications across HR practice. In terms of organisational attrac-

tiveness, for example, Ambec and Lanoie (2008, p. 57) cite Reinhardt’s assertion that ‘Nobody 

wants to work for a dodgy company!’ They (ibid.) also discuss the extent to which sustainable 

business practice can be seen as an ally of HRM, helping to increase workers’ commitment, 

improve the ‘atmosphere’ in the company and thereby increase productivity and facilitate the 

retention of talent.

When considering green HRM in performance terms, Spooner and Kaine (2010) point out 

that ‘what people do at work clearly has environmental consequences’ (p. 70), and, as the role of 

determining what people do at work falls to HR, it makes logical sense that HR needs to be 

cognisant of the environmental implications of employee action.

How then might HRM start to integrate the green agenda into the ways in which it manages 

performance? At a fundamental level there is the need to ensure wider organisational commit-

ment to this (see Figure 12.5).

Organisational level green HRM

As we saw in the initial definition of green HRM, strategic alignment which draws the organi-

sational-(macro-)level strategic intentions through the tactical-(meso-/departmental-)level strate-

gies and into the functional-(micro-)level practices is key to ensuring not only that the move to 

Explore At first glance, these international standards may seem somewhat detached from HR practice, but 
think about the ways in which these standards translate into the demands placed on the 
organisation.

● What are the potential implications for HR?

● What factors might HR need to take account of when considering the wider management of 
performance?
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green HRM is adequately resourced, but also that this is underpinned by a coherent set of sus-

tainability-oriented organisational values.

The role of HRM is paramount here. In terms of sustainability values, HR’s engagement with 

the wider organisation means that it is best placed to appreciate the existing values and thereby 

recognise what needs to be done to ensure that the senior team produces a compelling and aspi-

rational set of sustainability values. Moreover, HR at this level needs to ensure that the senior 

team’s performance authentically reflects the values being more widely communicated.

This notion of performance control by values is crucial. As more and more businesses become 

dependent on knowledge workers and service sector economies grow, there is a wider apprecia-

tion that HR cannot legislate for every eventuality. Here, job descriptions, protocols and standard 

operating procedures are of limited value when organisations need a workforce capable of mak-

ing autonomous decisions and acting independently. Having a workforce that is committed to 

the sustainability values of the organisation helps to ensure that the ways in which staff act and 

the decisions that they make are congruent with the wider strategic goals.

Tactical level green HRM

Coherence throughout the organisation is key and HR at a tactical level needs to ensure that the 

values espoused and enacted by the senior team translate into management practice. Renwick  

et al. (2008) suggest that performance management at this level needs to focus on individual 

management performance by raising awareness and changing practice.

If we elaborate on these themes, it becomes apparent that HR is likely to need to:

1. Articulate a clear set of performance objectives for managers. These objectives should be 

congruent with the sustainability agenda and embedded within the organisational perfor-

mance monitoring systems.

2. Connect the achievement of sustainability targets with the wider organisational reward sys-

tems, such that successful green initiatives are rewarded and used as exemplars for others.

3. Ensure that the achievement of sustainability targets is connected with the organisation’s 

wider succession planning system and is accounted for in the personal and career develop-

ment plans of each manager.

Figure 12.5  Strategic alignment of green HRM.
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  Operational level green HRM 

 The key issue here is coherence with the more widely embedded sustainability agenda. At an 

operational level, all the usual mechanisms of performance management need to be reviewed to 

determine where existing environmental standards can be improved upon, and where new envi-

ronmental standards need to be introduced. Necessarily then, HR needs to adopt a coordinating 

role to ensure that the standards being determined are coherent across the piece, and, whilst 

operational failure to meet these targets will, in the first instance, be an issue for the line manager, 

protracted underachievement may need to be investigated by HR. Consider the Mouldaplast case 

study at the beginning of this chapter. Our wider understanding of green HRM means that we 

can now appreciate not only how the under-performance of the Hurricane department will have 

implications for the attainment of the local level environmental and sustainability goals, but also 

how there are wider ramifications for the impact that this has on the motivation and commitment 

of the staff. 

 At an operational level Renwick  et al.  ( ibid. ) suggest that performance goals should align with 

the green HR agenda and that the performance appraisal system should review the attainment 

of these goals and help to develop individuals to higher levels of performance. Further, the 

organisational rewards systems should be used to reinforce the achievement of goals or the use 

of initiative which furthers the sustainability agenda, and elements such as ‘incident reporting’ 

and penalties for failure to reach targets should be introduced.      

  Concluding comments 

 This chapter has focused on performance management. It has demonstrated how our under-

standing of contemporary performance management has evolved from earlier schools of thought, 

and how elements of previous practices can be seen in the ways in which we try to direct and 

control performance today. Traditional sociological modes of control, as characterised by Weber 

and Taylor, are reflected in Ritzer’s notion of ‘McDonaldisation’. The individualistic psychologi-

cal focus of the motivational theorists is replicated today in our characterisations of employee 

engagement, identity and organisational citizenship behaviour. Insights into these schools of 

thought help us to map the landscape of performance management and to see how this articu-

lates the wider issues affecting the world of work. 

 It is our consideration of the relationship between organisations and the environments in 

which they operate that has encouraged us to take a higher-level strategic view of the influences 

on performance management. Here we have looked specifically at the ways in which globalisation 

and the growth of sustainability concerns have compelled HR practitioners and managers to 

think of newer and more nuanced ways of managing performance. In focusing on collaborative 

isomorphism, the discussions here draw attention to the problems of managing performance 

across networked organisations and across cultures, highlighting how the same processes of 

performance management and performance measurement may be perceived differently. 

 The distinction is made here between the management of performance and the measurement 

of performance, and we have demonstrated that, despite a growing understanding of the 

Concluding comments 

 Key controversy 

 The idea of making a public show of ‘non-conformance’ or failure to achieve is a practice used in many 
organisations. 

 To what extent might this practice undermine the whole idea of having an effective green HRM strategy? 



452        CHAPTER 12  PERFORMANCE MANAGEMENT

limitations of performance appraisal, it remains one of the most widely employed approaches 

in the contemporary measurement of employee performance. The critique related to operational 

limitations, such as rater bias and the trustworthiness of measurement, has given insights into 

the complexities of the process of performance measurement so that, in practice, we are cog-

nisant of the types of conclusion we can realistically draw.

The chapter has explored the use of technology in the management of performance and has 

both discussed the ability of organisations to undertake covert surveillance of workers and 

encouraged thinking about the ethical implications of this. However, concerns over the ethical 

probity of monitoring the work of employees so closely, and possibly surreptitiously, have pro-

voked many into thinking about the nature of management power and the ways in which this is 

wielded ostensibly for the corporate good. While for many the Orwellian prospects of covert 

surveillance present a daunting view of the future, it is important not to underestimate the ways 

in which employees act in order to influence performance measurement, and it is probably dan-

gerous to assume that all managers are egotistical despots and villains!

Caution is needed here, because if we truly subscribe to the idea that effective HRM can lead 

to a genuine level of employee engagement and commitment, the desires, aims and objectives of 

the managers and the workers and their employment relationship cease to be characterised by 

antagonistic objectives, underpinned by adversarial and conflicting tensions, and become instead 

based on mutuality, trust and respect. In such circumstances, any power held by the manager 

would be used to further consolidate the effectiveness of the working relationship – rather than 

jeopardise it by trying to subvert workers or manipulate them through covert surveillance tech-

niques. Performance appraisal does have the potential to be misused, but it also has the potential 

to help the development and career opportunities of many employees. In many respects, it 

appears that the jury is still out, with the culture of the organisation perhaps being the single 

biggest factor to influence the direction of the path followed.

This chapter has outlined a trend in the extension of performance measurement from that 

concerned solely with individual employees to an approach embracing the whole organisation. 

In this context, attention was drawn to the way in which organisational structures and operating 

boundaries are shifting, and bringing new demands and a need for new ways of approaching 

performance management. Working across cultures and between collaborating organisations 

requires the effective management of knowledge and the ability to translate organisational visions 

into clear measurable outcomes that define success and are shared throughout the organisation 

with customers and stakeholders. This emerging perspective on performance management con-

tinues the shift from prescriptive, audit- and compliance-based oversight to an ongoing, forward-

looking strategic partnership. Managing the performance of older workers was also reviewed in 

the chapter and served to demonstrate the extent to which the management of performance will 

increasingly become an organisation-focused rather than an individual-focused activity. For fur-

ther evidence of this trend, one only needs to review the press and observe the extent to which 

organisations are increasingly concerned with the effective management of their performance 

within society and within the community. Lastly, we considered green HRM and the extent to 

which future performance management may be less about quantifying the output of individual 

employees and more about how HR practitioners, through their control of employee perfor-

mance, can help to mitigate the anthropogenic damage caused to the global environment.

Summary

● There are differences between performance measurement and performance appraisal.

● Approaches to performance measurement are typically represented in a performance appraisal 

process.

● Performance appraisal has limitations that result in part from the many competing aims it 

seeks to achieve.
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● The ethics and probity of performance appraisal have been questioned, and some have repre-

sented it as a management tool that enables managers to monitor and engage in constant 

surveillance of their employees.

● Information and communication technology will change the nature and scope of performance 

management.

● Effective performance management will need to address changes in organisational structure 

and composition, in particular, in relation to an increasingly global and competitive market 

and a diverse and ageing workforce.

● In the future, performance management will be less about individual performance and more 

about how current performance mitigates the damage of past performance.

Questions

1 What are the organisational advantages and limitations of performance measurement?

2 Why has performance appraisal been so severely criticised?

3 What role do you envisage for ICT in the management of performance? Are there any associ-

ated risks?

4 What are the theoretical links between HRM and performance appraisal?

5 What new challenges will organisations face in managing performance in the years to come?

6 What factors would you take into account if you were designing an approach to performance 

management?

Case study
Performance improvement at TRW

TRW Inc. is a global automotive, aeronautics, electronics 
and information systems company with 100,000 employees, 
based in 36 countries on 5 continents and with 4 core busi-
nesses. It was originally called Thompson Ramo Wooldridge 
Inc., but was shortened to TRW Inc. in 1965.

In 2001, the company had a heavy debt load following 
a large acquisition in the automotive sector and, in the face 
of current adverse market conditions, TRW was challenged 
to become more competitive and performance-driven and 
to provide greater value to shareholders. To reach those 
goals, the senior management committee instituted dra-
matic change throughout the company. Business units were 
empowered to operate more autonomously than they had 
in the past, and the corporate headquarters itself was 
renamed the business support centre.

To guide the creation of a new and energised work cul-
ture, a new set of company-wide TRW ‘behaviours’ was 
developed and communicated throughout the company. The 
aim was to organise and operate a performance appraisal, 

professional development and succession management sys-
tem that not only attempted to create a more performance-
driven, customer-oriented organisation, but also commanded 
respect and workers’ acceptance. The solution was to select 
a team of IT experts and key HR people from each of the 
businesses. Each member was faced with the task of allowing 
their own particular business’s way of doing things (some 
were used to working with 2-page appraisal forms; others 
had 10) to be incorporated into a single system. The employee 
performance and development process they came up with, 
although common to the entire organisation, was allowed to 
flow within particular units as was felt best, both standardisa-
tion and flexibility being recognised as essentials.

To position TRW competitively for the twenty-first cen-
tury, the company stands committed to excellence and 
quality, exploring new markets and satisfying its customers, 
shareholders and employees. To meet those commitments, 
TRW has created a set of six behaviours that distinguish it 
in the marketplace through performance and technology.
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  References and further reading 

 The six behaviours that guide performance manage-
ment are: 

   1   Create trust: 

   –   create an open and constructive environment;  

  –   deal with reality;  

  –   communicate with candour and honesty;  

  –   honour commitments;  

  –   take personal accountability for results.    

  2   Energise people: 

   –   rigorously select, empower and grow people who 
demand the best of themselves and others;  

  –   reward performance and initiative.    

  3   Be performance-driven: 

   –   deliver profitable growth;  

  –   develop and achieve demanding goals, both short- 
and long-term;  

  –   continuously improve productivity and quality;  

  –   execute with facts, urgency and decisiveness;  

  –   create energy that does not tolerate bureaucracy.    

  4   Embrace change: 

   –   show passion for innovation;  

  –   have a thirst for new ideas;  

  –   be adaptable and flexible;  

  –   know your markets; lead your competitors.    

  5   Be customer-oriented: 

   –   understand your customers;  

  –   relentlessly focus on their needs;  

  –   develop lasting relationships.    

  6   Build teamwork: 

   –   share information and best practices;  

  –   speak up;  

  –   encourage diverse views;  

  –   get the facts; make decisions;  

  –   ACT!  

  –   support decisions.     

  Note: The TRW behaviours were instituted in 2001 to guide the culture 
of the company ( Neary, 2002 ).  

  Questions 

  1    What are the strengths of TRW’s approach to widespread 
organisational change aimed at performance 
improvements?   

  2    What are the limitations of this approach?     
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CHAPTER 13
EMPLOYEE REWARD
AMANDA THOMPSON AND ALAN J. RYAN

Objectives

● To present the main historical and theoretical foundations underpinning 
contemporary employee reward practice.

● To define employee reward and identify the key components of reward.

● To explore the concept of reward management and the benefits and 
difficulties associated with introducing a strategic approach to reward.

● To consider key employee reward choices facing organisations in the 
contemporary era.

● To explore the economic and legal context for reward and the implications 
for employee reward practice.

● To identify the internal/organisational factors affecting organisational 
approaches to reward and the influence of sector.

● To consider key choices and emergent trends in terms of establishing pay 
levels, designing pay structures and determining criteria for pay progression.
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 Government and regulators will intervene to cap executive 
rewards in the private sector, unless investors and company 
boards tackle growing pay inequality, some of the leading 
lights of the City of London have warned. Nigel Wilson, chief 
executive of Legal & General, and the chairman of the Invest-
ment Association’s executive remuneration working group, 
highlighted the ‘growing disparity between the pay of CEOs – 
seen as super-rich – and the “average worker”’, cautioning 
that misaligned pay for FTSE chief executives would ‘erode 
public confidence in the system’. ‘If boards don’t take owner-
ship and work with investors to tackle the issue head-on, 
regulators and politicians will’, he told the FT City Network. 

 Simon Walker, who heads the Institute of Directors, said: 
‘In the public mind, there is now a gap between FTSE CEOs 
and the public as wide as that between Crassus and the 
Roman plebs.’ 

 Helena Morrissey, chief executive of Newton Invest-
ment Management, told the network that executive pay 
had gone ‘badly awry’ and called for a ‘reset to help restore 
faith in capitalism.’ 

 Paul Drechsler, chairman of the CBI employers’ federa-
tion, said ordinary people viewed high pay as unfair, which 
in turn undermined trust in business leaders. ‘A sustainable 
society is predicated on trust in its leadership’, he said. 

 The comments – echoed by a dozen other top City 
names in the latest debate of the FT City Network – come 

amid a backlash against high pay at this year’s season of 
annual shareholder meetings. There have been investor 
rebellions around the world this year but a particular con-
centration at London-listed companies, from oil company 
BP to engineering group Weir. 

 Recently the Norwegian oil fund, the world’s biggest 
sovereign wealth fund, said it would publicly target over-
paid bosses at the companies in which it invests. The aver-
age British blue-chip chief executive today earns £5m, 
more than 180 times the average wage, according to the 
High Pay Centre, a think-tank. The introduction of a higher 
minimum wage in the UK has done little to ease mounting 
tension about the pay gap, especially given the tactic of 
many employers to recoup wage inflation from overtime 
rates, non-cash benefits and other means. Among the par-
ticipants in the FT debate, there was a widespread recog-
nition of the need for radical change. Aside from reducing 
overall executive pay, several contributors called for a 
simplification of pay packages and a greater use of salaries 
and equity awards with long-term holding requirements. 
Many blamed an ‘arms race’ in executive remuneration on 
disclosure requirements and the widespread use of pay 
consultants. 

 Source: Patrick Jenkins and Financial Editor, Source:  FT.com , 8 May 
2016; © 2016 The Financial Times Ltd   .

  Case study 
 City leaders urge radical reforms of ‘unfair’ executive pay 

     Introduction 

 Case study 13.1 highlights a key concern for many – the growing chasm between the most highly 

paid in society and the income of the average worker. The gulf we see developing reflects the high 

pay, generous bonuses and attractive benefits awarded to those in the most senior positions on 

the one hand, sometimes despite apparent business failure or downturn, and the low wages and 

suppressed pay rises experienced by the average worker on the other. To the onlooker the distri-

bution of pay is frequently unfathomable and inherently unfair, fuelling acute levels of inequality 

in society whereby the rich get richer and the poor simply get poorer. A number of books have 

been penned in recent times exposing the true extent of the problem of the so-called  super-rich,  

Danny Dorling’s bestseller,  Inequality and the 1%,  for example, explains how the exponential 

growth in the wealth of the very wealthy is making the UK a dangerous place to live, whilst 

Thomas Piketty’s text  Capital in the Twenty-First Century  and Joseph Stiglitz’s well-known 

contributions  The Price of  Inequality: How Today’s Divided Society Endangers Our Future  and 

 The Great Divide: Unequal Societies and What We Can Do About Them  take a global view of 

Introduction 
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the perils of such polarised levels of wealth within society. Wealth from salary income is clearly 

just one element of the accumulated wealth of the most prosperous in society, yet it is an element 

that is capable of being moderated and controlled in the context of a fair and transparent reward 

system. 

 The design and management of reward systems and structures are a key function within 

organisations, whether part of the remit of senior management, human resources practitioners 

or reward specialists. How an organisation chooses to reward its employees is a matter of choice, 

as we shall see within this chapter. However, the choices an organisation makes with regard to 

reward strategy, systems, structure and policy are highly critical for the health and effective func-

tioning of the organisation and a key transmitter of messages to the external product and labour 

market within which the firm operates and the internal labour market. The decisions organisa-

tions make in terms of employee reward carry ramifications for recruitment, employee engage-

ment, cooperation and control, team-working, productivity, levels of job satisfaction and 

employee retention. Managing reward effectively is, however, deeply complex and thus not with-

out difficulty. 

 This chapter addresses the issue of fairness raised by the introductory case study and a number 

of other key reward challenges. It charts developments in employee reward and considers the 

practical ways in which reward management can be used, as part of a bundle of human resource 

(HR) practices, to elicit employee engagement and drive individual and organisational perfor-

mance. The chapter traces the historical path of reward, focusing initially on the nature of the 

wage–effort bargain and associated limited approaches to reward, revolving principally around 

the key construct of pay. The chapter then moves on to identify and explore the meaning of 

reward in the contemporary era, focusing upon reward as a potential strategic lever which can 

be used by organisations to encourage individuals and work teams to display behaviours that are 

consistent with organisational values and aligned with business goals. The overarching themes 

of the remainder of the chapter concern the economic and legal context for reward and the chal-

lenges associated with designing a reward strategy that is affordable, equitable and relevant, 

particularly in an unstable and unpredictable economic climate. Embedded within these themes, 

emphasis is placed on pragmatic reward choices and dilemmas experienced by organisations in 

the twenty-first century, including decisions about the relative importance of internal equity and 

external pay comparability, the role of job evaluation, the factors which tend to be influential in 

shaping the reward ‘mix’, where to pitch pay, how to reward particular types of worker (e.g. top 

executives) and how to design pay structures and manage pay progression.  

  The historical and theoretical foundations of employee reward 

 The chapter begins by outlining and examining the extent to which human resource management 

(HRM) has adopted and developed current practical and theoretical issues surrounding the man-

agement of reward systems within modern organisations. A critical element of these discussions 

is the management of structures and strategies. We introduce the notion of reward(s) as a central 

function in the development of a strategic role for HR functions and offer some explanation of 

the objectives of current reward management structures, strategies and systems. 

 ‘There’s only one reason we come here – the money’ has been commonly heard from employ-

ees in all organisations since the period of industrialisation. Such comments echo the nature of 

the employment relationship as a reward/effort bargain ( Chapter   10   ). Whether openly, covertly, 

personally or collectively, we all become involved in the resolution of this bargain at some time 

during our working life. This part of the chapter discusses how management have resolved and 

continue to resolve their problem of converting the labour potential, obtained by their transac-

tions in the labour market, into the labour performance they desire, simply securing the required 

effort levels without rewarding at levels detrimental to the generation of sufficient profit. In this 

sense, we view reward as a core function for HR managers and rewards as composed of more 

The historical and theoretical foundations of employee reward 
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than the mere ‘notes’ in the pay packet. Terms such as ‘pay’, ‘compensation’ and ‘remuneration’ 

are all recognisable expressions, but, as we argue in the following sections, ‘reward’ is something 

qualitatively different in that the issues covered encompass both financial and non-financial 

benefits.  

  The development of reward systems 

 As a distinctive concern for managerial functions, the topic of reward is a somewhat recent addi-

tion; indeed, it is fair to say that reward management has often been viewed as the ‘poor relation’. 

Within the early labour management literature, it was discussed in terms of the management of 

figures and procedures ( Yates, 1937 ;  Urwick, 1958 ). Such discussions clearly view ‘reward’ as 

solely a matter of financial benefits (wage/effort) rather than including consideration of the non-

financial benefits. We can argue from this initial analysis that during the development of a ‘fac-

tory-based’ system in the late nineteenth and early twentieth centuries, it appears that wage, 

rather than effort, was the central concern. Moreover, this period was accompanied by a system 

within which owners frequently found difficulty in securing consistent levels of control over the 

effort side of the bargain ( Lovell, 1977 ;  Zeitlin, 1983 ;  Hinton, 1986 ). Employees, who were until 

that time self-controlled and in many respects driven by subsistence needs, had worked in small 

‘cottage’ industries within which the product of labour was owned by the producers (workers 

themselves; notably in regard to the skilled artisans) and they worked only as hard as necessary 

in order to meet their subsistence needs. Indeed it is argued that ‘[o]ne of the most pernicious 

pathologies of the secular worldview is to define self-worth and identity according to . . . the 

most tangible indicator of “value”, our Salary’ ( Roberts, 2015 : 207). However, as Anthony ( 1977 : 5) 

suggests, ‘[a] great deal of the ideology of work is directed at getting men [ sic ] to take work 

seriously when they know that it is a joke’.    

 Owners found that getting workers to keep regular hours and to commit the effort owners con-

sidered to constitute ‘a fair day’s work’ was problematic. In response to this dilemma they 

employed the ‘butty’ system of wage management. Under this system, owners committed a 

specific level of investment to a selected group of workers (normally skilled artisans) who then 

hired labour on ‘spot contracts’ by the day. The major problem for the owners with this system 

was that these ‘subcontractors’ had control over the effort/reward bargain and were able to 

enrich themselves at the expense of the owners. The owners enjoyed little or no control over the 

process of production, so the system was economically inefficient and failed to deliver the returns 

(rents/profits) required or, more importantly, the returns that were possible from the process of 

industrialisation. 

 From this group of ‘favoured’ workers, along with the introduction of some university 

graduates, there grew a new management cadre. This was a slow process: Gospel ( 1992 : 17) notes 

that generally, in UK industry, this group (management, technical and clerical) amounted to only 

8.6 per cent of the workforce in most manufacturing organisations by the start of the First World 

War. It can be further argued that, even within these organisations, the development of a 

dedicated, specialised managerial function was uneven and patchy. These changes did little to 

address the problems associated with the wage/effort bargain, meaning that productivity was 

The development of reward systems 

 Explore    ●   In what ways would you imagine that the seismic shift away from a pure subsistence 
existence to a consumerist society has impacted workers’ attitudes to financial reward for 
work carried out?  

  ●   Explain why the shift raises problems and dilemmas of control within the workplace.   
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below optimum levels. A key component in these problems was that they were underpinned by 

the actuality that ‘the manager’s brain was still under the worker’s cap’, or, more precisely, that 

these new managers rarely possessed the skills or knowledge of the production process held by 

the workers. This led to lower than optimum levels of production and reduced profits, a system 

F.W.  Taylor described as ‘systematic soldiering’. This activity was engaged in by workers, 

according to Taylor (1964: 74), ‘with the deliberate object of keeping their employers ignorant 

of how fast work can be done’. From his observations Taylor took the view that workers acting 

in this manner were merely behaving as ‘economically rational actors’ desiring their own best 

interests. It was clear, therefore, that management needed to take the reins of the production 

process and reclaim their right to determine the outcome of the wage/effort bargain.

Explore ● In which contemporary work situations would you consider the brain still to be ‘under the 
worker’s cap’?

● Thinking about the contemporary sphere of work, would you expect to see more or fewer 
work situations where the brain is ‘under the worker’s cap’ than in the first half of the twentieth 
century? Why?

● What impact does the notion of the brain residing ‘under the worker’s cap’ have on reward 
decisions and outcomes?

Taylor, as the so-called father of scientific management, developed a system of measuring work 

that assisted the process of reclaiming managerial rights. Jobs were broken down into specific 

elements which could then be timed and rated, while, in the process, returning the determination 

of the speed of work to management and allowing for the development of pay systems which 

reflected, however crudely, performance. This scientific system devised by Taylor became the 

basis of countless pay systems operating effectively alongside the routinisation and deskilling of 

work, which is often associated with scientific management within the literature (see, for exam-

ple, Braverman, 1974; Hill, 1981; Littler, 1982, 1985; Wood, 1982; Thompson, 1983; Burawoy, 

1985). While this allowed management to reassert their control over the level of outputs, to 

relocate the manager’s brain under their own hat and hence the determination of the wage/effort 

bargain, it did generate problems in relation to managerial attempts to convince workers to take 

work seriously. In straightforward terms, we can suggest that the ‘measured work’ techniques 

advocated by adherents of Taylorism further separated conception from execution and led to 

feelings of alienation. Alienation can be defined as ‘various social or psychological evils which 

are characterised by a harmful separation, disruption or fragmentation which sunders things that 

properly belong together’ (Wood, 2000: 24); in our terms that means the separation of workers 

from that which they produce. Blauner (1964) argued that such an objective state is created as an 

offshoot of the subjective feelings of separation which workers experience under modern produc-

tion systems. These feelings and their outcomes can be briefly outlined in the following manner 

(adapted from Blauner, 1964):

● Powerlessness – the inability to exert control over work processes.

● Meaninglessness – the lack of a sense of purpose, as employees only concentrated on a nar-

rowly defined and repetitive task and therefore could not relate their role to the overall produc-

tion process and end product.

● ‘Self-estrangement’ – the failure to become involved in work as a mode of self-expression.

● Isolation – the lack of sense of belonging.

Although scientific management originated at the beginning of the twentieth century, its legacy 

has lived on in many areas. Similar experiences have been reported in the design of work in 



THE DESIGN OF REWARD SYSTEMS AND PERSISTENT DEBATES        463

service industries and call centres ( Ritzer, 1997 ,  2000 ;  Taylor and Bain, 1999 ,  2001 ;  Callaghan 

and Thompson, 2001 ). The solution to this problem has been sought, following Taylor’s notion 

of humans as economic actors, by the introduction of various reward systems and mechanisms, 

the core objectives of which were originally to operationalise effective control over the wage/effort 

bargain and later with current systems to alleviate the feelings of alienation and generate com-

mitment to organisational goals. 

 In this regard, it is possible to argue that such reward systems are not designed in the ‘perfect 

world’ that some commentators have imagined. Rather they are controlled by various external 

and internal stimuli and operate within a complex landscape. These incentives or pressures can 

be broken down and identified in simple terms that highlight some of the more complex debates 

we address within this chapter. In no particular order, we can see that they include the ability of 

the organisation to pay, which in the current times of financial restraint and turbulence is greatly 

reduced. To this we can add the bargaining strength – both internally and more widely – of trade 

unions and of groups of workers in key organisational roles. 

 While the decline in trade union membership alongside the rise in non-union forms of repre-

sentation ( Dundon and Rollinson, 2004 ;  Gollan, 2007 ), and the increased importance of small 

firms ( Marlow  et al. , 2005 ), especially within the private sector, may have weakened trade union 

power, there are still sectors within the economy where organisations have to make a judgement 

about the residual power available to trade unions. Such residual power is also a dynamic force 

behind moves to maintain differentials in line with existing custom and practice. A further ele-

ment in this consideration is the wider increase in the ‘cost of living’, which places strains on 

employers and employees. This is exacerbated by rapid technological change which influences 

labour markets and available skills patterns. While organisational and technological change may 

have increased productivity, and hence arguably created increased profits, employers must decide 

what percentage of such increases can be used to develop wage systems that reflect current effort. 

These pressures have been crystallised into three main features that affect the amount of pay and/

or level of increase awarded ( Milkovitch and Newman, 1996 ): 

   ●   labour market pressures – supply and demand;  

  ●   product markets – competition and demand;  

  ●   organisational factors – sector, technology and size.   

 These considerations increase discussion of the extent to which employers can successfully 

develop, design and control reward systems in the current volatile economic climate.  

  The design of reward systems and persistent debates 

 While this chapter often discusses reward systems in a manner that appears to offer a chrono-

logical explanation, we would note that the development of a ‘new’ system does not indicate 

the total removal of other, older mechanisms. Evidence suggests that in many modern organisa-

tions we continue to find both ‘old’ and ‘new’ pay systems operating in tandem, delivering 

control on different levels for various groups of workers ( Armstrong and Stephens, 2005 ). 

Indeed,  Armstrong (2015)  dedicates chapters within his text to describe and discuss the ways in 

which different types of employee are typically rewarded, focusing on executives, sales and 

customer service staff, knowledge workers, manual workers and those working in an interna-

tional context. 

 In terms of the types of reward mechanism that can potentially be applied, we note the use 

of a number of different methods based on ‘time worked’. Time rates are mechanisms whereby 

reward is related to the number of hours worked. They are often applied to manual workers in 

the form of hourly rates and non-manual workers by the application of monthly or annual sala-

ries. In the past, these rates were set in a number of ways which relied on the power of employers 

The design of reward systems and persistent debates 
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to unilaterally lay down the appropriate amount, by statutory enactment or by collective bargain-

ing. Employer discretion has been limited in a number of ways by the introduction of statutory 

rules and regulations, ranging from the Truck Acts, enacted in the mid-nineteenth century, which 

required payment in cash – an attempt to prevent the misuse by employers of ‘factory shop 

vouchers’ – to the 1891 Fair Wages Resolution, which obliged employers on local or national 

government projects to pay the standard/recognised rate for a job. Both of these measures, along 

with the Wage Councils, which were first established in 1909, were modified or repealed in the 

1980s – with the Agricultural Wages Board, due in part to employer support, being the only 

survivor. In 1999, the UK government put in place the National Minimum Wage Act, which sets 

minimum hourly rates across the whole economy. These rates were set following meetings of the 

Low Pay Commission and gradated according to the age of the worker concerned. A new rate 

was established for apprentices in 2016. More recently, this legislation has been supplemented by 

a National Living Wage, effective from 1 April 2016, which compels employers to pay workers 

over the age of 25 a higher minimum rate (see later for further details of the National Minimum 

Wage and National Living Wage regulations).

A criticism of time-based mechanisms, where pay is apportioned according to hours worked, 

is that they are often related to historic rather than current value, and can result in discrimination, 

demarcation disputes and a sense of injustice. Such time-related mechanisms are often based on 

the notion of a pay hierarchy in which groups of jobs/skills are banded. Although widely applied, 

basic versions of these instruments are poor in terms of relating wage to current effort, often 

rewarding effort that has been applied externally (gaining a recognised skill) and is inappropriate 

to current tasks. The advantages of these systems are that management can control wage costs by:

● limiting the access to various grades in the hierarchy;

● limiting the range of the grade to say 4 per cent top to bottom (a 4 per cent ‘bandwidth’);

● demonstrating that they are fair in relation to agreed procedures.

The problems created are not necessarily with the pay hierarchy system per se, but with the man-

ner in which skills relating to specific grades are defined; solutions must then address the struc-

ture, strategy and rationale of  the reward system rather than the application of  such 

mechanisms.

Bowey and Lupton (1973) developed a scheme for highlighting the manner in which such 

hierarchies are built and sustained. They argued that five factors are in play when selecting and 

deciding the location of each job within the hierarchy:

● skill

● responsibility

● mental effort

● physical effort

● working conditions.

Using these factors it is possible to identify similarities between jobs rather than differences, as 

is the case with standard job evaluation schemes. Following the identification of these similari-

ties, it is possible to locate various jobs within the pay hierarchy. What is more difficult is to 

translate this identification into a pay structure due to the various allocations or availabilities 

of the elements which make up an individual pay packet. Most conspicuous are the differences 

in the elements that are included in the individual pay packet at each level. So, for example, ele-

ments such as overtime, shift premium, individual bonus payments and other special allowances 

lead to increased earnings for some groups but not others. It is possible, in part, to explain the 

gender differences in earnings by reference to these elements. Hellerstein and Newmark (2006) 

argue that the difference in directly observable reward may be founded on either productivity 

differences or pure (taste-based) discrimination. In adopting this residual wage approach to 

wage discrimination, they suggest it is possible to estimate the true level of taste-based wage 
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difference – whether looking at ethnicity, gender, age, disability or other forms of discrimination 

(see the discussion on equal pay later in this chapter).

Conboy (1976) noted that the key advantage of these time-based instruments is that both 

parties have a clear idea of the ‘wage’ element of the bargain. For management the problem is 

that these mechanisms do not give any clear indication of the ‘effort’ element of the bargain. 

This has led to time rate instruments being complicated by the addition of ‘performance’ ele-

ments, often in the form of ‘piece-rates’ or other complex ‘bonus’ calculations in an attempt to 

determine acceptable effort levels (e.g. predetermined motion time systems and measured day 

work). The traditional form of such schemes can be demonstrated using the diagram shown in 

Figure 13.1.

Many schemes give guaranteed basic earnings which are then supplemented in ways which we 

can class as proportional (wages increase in direct relationship to output), progressive (wages 

increase more than output) or regressive (wages increase at a slower rate than output).

An important element in this discussion concerns the manner in which the ‘base’ element is 

decided. We have become familiar with the notion of a national minimum wage (and now a 

National Living Wage), which sets the minimum rate for specified groups; outside of these regu-

lated schemes, organisations need some mechanisms by which to assign values to various roles 

within the organisation. Traditional mechanisms (and in a slightly modified manner ‘new pay’ 

systems) have been related to hierarchy calculations or simplistic forms of job evaluation scheme. 

A job evaluation scheme operates by allocating values to each of a series of elements (e.g. skill 

or responsibility) and then measuring each ‘job’ in order to arrive at an agreed ‘score’. The scores 

are then placed on the pay spine or grading structure in relation to accepted criteria. These cri-

teria will be formed by the interaction of two sets of relativities. Scores will need to reflect 

‘external relativities’, by which we mean the situation that appears to hold in relation to external 

markets and environmental conditions, and ‘internal relativities’, meaning an appearance of 

fairness in relation to other jobs/roles within the organisation. In the basic form, these schemes 

introduce us to the notion of reward packages under which different elements can be rewarded 

in various ways. However, these schemes fell out of favour in some respects, particularly in the 

private sector, because they were seen to ‘pay the job’ rather than ‘pay the worker’, and as such 

were difficult to relate to individual performance. According to the latest CIPD Reward Manage-

ment Survey (CIPD, 2015) 41 per cent of respondents in the public sector use market rates, 

Figure 13.1  The traditional form of time rate instruments.
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underpinned by a job evaluation scheme to determine base pay. In other sectors, however, use of 

job evaluation is less prevalent, as this discussion indicates.

Time-based pay is clearly the simplest form of wage payment system, easily understood by 

both parties; it allows the development of ‘overtime’ payments for work completed in addition 

to the contracted hours in any given period and forms the basis of the creation of systems classed 

as payment by results (PBR). Early PBR schemes were time-based in that they used the time 

accumulated by the pace of work as a percentage of the time allowed to form a foundation for 

the calculation of performance payments. For example, if a task is timed to take eight minutes 

but is completed in six then there is a saving of 25 per cent, but the increase in performance is 

33.333 per cent in that if the job is completed in six minutes then the two minutes left is equal 

to a third of the new job time. From the employer’s point of view, therefore, paying a 25 per cent 

bonus leaves a surplus per piece of 8.333 per cent. This adds to the perceived advantages of PBR 

when linked to hierarchical reward systems by providing increased worker effort. During the 

twentieth century, such structures/systems were widely used in British industry in an attempt to 

increase productivity. However, they are associated with a number of detrimental effects and 

disadvantages. Often the rates were negotiated following a work-measurement exercise which 

led to discontent and disillusionment. Too often operators can find easy ways around the rate 

in order to secure high earnings without the expected higher performance; these routes around 

the scheme often resulted in a reduced level of quality – in part because workers felt under pres-

sure to produce and in part because quality and speed do not always combine. Further, by leaving 

the production levels in the hands of the workers, it undermines managerial attempts to secure 

control and, indeed, may even be said to have resulted in both a loss of managerial prerogative 

and the abrogation of managerial roles. As these rates were often set within tightly defined 

employer/trade union collective agreements, they encouraged the increase – notably during the 

1950s to 1970s – of local shop agreements, which resulted in considerable ‘wage drift’ during a 

period of economic restraint. Many of these problems are to some extent mirrored in the bonus 

schemes operating in the financial sector in the twenty-first century, which attract considerable 

disdain against the current backdrop of wage stagnation or decline in real wages for many 

others.

We can conclude then that such PBR systems, while originally crude, developed alongside the 

more extensive division of labour achieved by the increasing use and application of technology, 

ergonomics (pseudo-scientific work measurement) and mechanical production methods. These 

early techniques can easily be applied to such divided work because of four basic characteristics 

(adapted from Conboy, 1976):

● short job cycles;

● high manual content (which, using sophisticated ergonomic processes, can be measured);

● batch production (with repeated orders/processes);

● no marked fluctuations in required outputs.

The simplistic assumptions underlying these and other PBR systems are twofold. First, workers 

are motivated to increase performance (work harder) by money, and second, any increases in 

output will result in equivalent increases in wages. The schemes are intended to be self-financing 

and designed to reduce ‘wasteful activity’ in that they can be used to redesign the labour process. 

While such schemes now enjoy less popularity than they have in previous decades, there is still 

evidence that they are used in relation to specific groups of workers.

Hierarchical schemes in general continue to find favour, especially among salaried staff and 

in the public sector and strongly unionised firms in particular. A key element of such schemes 

is the practice of incremental progression. Such schemes operate on the simple premise that 

advancing years of service result in additional reward because of loyalty or greater experience. 

While they have recently been challenged – on the basis that they discriminate on the grounds 

of age – they continue to form a foundation for the solution to the labour problem for many 

organisations.
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 Having set out the basic framework within which the wage/effort bargain can be viewed, we now 

move on to consider more recent reward developments. In the discussion that follows, we move 

from an analysis of solutions to the labour problem founded on ‘cash’ reward to a series of argu-

ments that indicate more complex and considered solutions.  

  Employee reward in the contemporary era 

 The subject of reward, described by Bloom and Milkovich ( 1996 : 25) as a ‘bundle of returns 

offered in exchange for a cluster of employee contributions’, is vast and continually evolving. This 

is a somewhat loose definition and reveals little in terms of what form ‘returns’ might take or what 

contribution employees might make to reap such returns. Usefully, the definition does, however, 

capture the multiplicity of returns and possible employee contributions, suggesting that reward 

comprises a blend of offerings and that employees’ contributions can be numerous and eclectic. 

 The notion of a  range  of different forms of return in exchange for employee contributions of 

various types signals a departure from a narrow focus upon wages and effort as depicted in the 

opening part of this chapter. Whilst monetary reward is an important element of the employment 

relationship, the advent of the concept of reward, and more specifically the practice of reward 

management, veers away from a single dimensional focus on wages and instead emphasises a 

plethora of financial and non-financial returns employees might potentially receive in exchange 

for their various contributions to the organisation. Effort becomes just one of the contributions 

an employee can make. Indeed, its value to the organisation may be de-prioritised and other 

contributions viewed as more crucial, such as measureable output-related results or effective 

team-working behaviours. 

 It is thus clear that reward is a more inclusive term than wages or payment and that it is used 

to denote a diverse range of mechanisms at the organisation’s disposal to recognise the role 

played by individuals and teams in the operation, and ultimate success, of the business. Reward 

steps beyond the boundaries of compensation, remuneration and benefits terminology, where 

emphasis is placed on pay and other settlements which carry a monetary value, to a new plane 

in which almost anything could be construed as a return to employees for exhibiting desirable 

behaviour, from a cash bonus or healthcare benefit to employee involvement in decision-making, 

increased role responsibility, autonomy, access to more interesting work and other factors relating 

to the nature of the work itself and the environment in which it is carried out. 

 The aims of reward management, according to Armstrong ( 2015 : 6), are to: 

   ●   support the achievement of business goals by developing a performance culture and stimulat-

ing high performance;  

  ●   define what is important in terms of behaviours and outcomes;  

  ●   align reward practices with employees’ needs;  

  ●   reward people according to the value they create;  

  ●   attract and retain the high-quality people the organisation needs;  

  ●   motivate and win the engagement of employees;  

  ●   add value through the introduction of effective but affordable reward practices.    

Employee reward in the contemporary era 

 Explore    ●   To what extent do you think the solutions to the labour problem suggested so far are, in whole 
or in part, a reflection of management’s inability to clearly determine the ‘effort’ side of the 
bargain?  

  ●   Can you think of more effective ways of ‘measuring’ the labour process and allocating reward 
accordingly?   
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  Components of reward 

 As suggested in the preceding section, reward comprises several elements, extending beyond base 

pay and thus presenting employers with a number of complex decisions. The first of these is 

which components to include in the reward package and the associated rationale for inclusion 

or rejection. Further decisions entail whether to permit employees a degree of choice in the 

reward ‘mix’ so that they can, for example, sacrifice salary in exchange for benefits or indeed 

choose from a menu of benefits to a defined value or cash limit. In addition, employers have 

fundamental decisions to make concerning whether the reward offering will be standardised and 

universal (applied to all employees), based upon performance or related to seniority ( Marching-

ton  et al.,  2016 ). Such decisions will be influenced by the nature of the external operating envi-

ronment, the behaviour of competitors and a range of internal organisational factors. These key 

determinants of the features of organisational reward systems will be explored later in the 

chapter. 

 For almost all workers, base pay forms the starting point in the reward package. The term 

is used to denote the hourly rate, wage or annual salary employees are paid for the work they 

do, based upon either some measure of job size or some aspect of the person, e.g. qualifications, 

skill set or demonstrable competencies. Base pay is a critical component, as it is used as the 

anchor rate for calculating redundancy payment entitlement, sick pay, pension level in a final 

salary scheme, overtime rates, as applicable, and other such employee rights. Base pay might be 

set deliberately low if, for example, commissions can be earned in excess and the organisation 

is keen to incentivise sales activity; base pay might also be suppressed where benefits are gener-

ous and so the overall worth of the reward bundle is considered to be commensurate with 

market rates. As is detailed later, however, the introduction of the national minimum wage in 

April 1999 imposed minimum limits on base pay in an attempt to curb the problem of low pay 

in the economy. The National Living Wage, introduced in April 2016, increased the amount 

employers must pay to workers over the age of 25, effectively superseding the national minimum 

wage for the over 25s. As a result of these statutory measures, employers are obliged to adhere 

to the stipulated agreed minima and review pay in accordance with periodic changes in the 

national minimum wage rates and National Living Wage rates. Beyond the statutory minima, 

the level of base pay awarded to employees and the review mechanisms for changes to base pay 

can be individually negotiated between managers and employees, unilaterally determined by 

owners/management, the subject of collective bargaining with relevant trade unions recognised 

within the industry and/or organisation, or, as occurs in some cases, set by national pay review 

bodies.    

 Over and above base pay, further decisions may be made concerning financial reward attributable 

to individual or team-based skill or performance, for example, bonuses or commissions payable 

on achievement of targets, and other additions such as overtime, danger or dirt money, shift 

premium, referred to as ‘allowances’ by Armstrong ( 2015 : 16). Often, reward terminology refers 

to supplementary payments that are consolidated into base pay as forms of  contingent  pay and 

those that are non-consolidated (allowances and bonuses and commissions) as elements of  vari-

able  pay. In practice, both forms of pay described are event- and/or behaviour-dependent and 

therefore not an assured, regular form of payment. To add a further layer of complexity, variable 

Components of reward 

 Explore    ●   How is base pay set and reviewed within your own organisation?  

  ●   What proportion of employees in your organisation has their base pay determined by either 
the national minimum wage rate or the National Living Wage rate?   
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pay, such as individual cash bonuses for performance or performance bonuses based on team-

driven outcomes, is sometimes given the label ‘at risk’ pay. As payment is non-consolidated, 

employees must repeat the activities and reach designated behavioural standards to trigger vari-

able pay in each subsequent business period. If they fail to do so, the reward will not be forth-

coming. In addition, employees are disadvantaged in the sense that base pay, the driver of other 

entitlements (e.g. pension fund), remains unaffected by variable pay, regardless of how frequently 

variable pay is awarded or what portion of total salary comprises variable pay.

The combination of base pay plus variable pay, allowances and/or consolidated forms of 

contingent pay represents total earnings and is reflected in the employee’s pay advice slip, yet 

entitlement to employee benefits enables the employee to accumulate additional remuneration. 

Employee benefits, sometimes called ‘perks’ (perquisites) or fringe benefits, carry a financial value 

or afford the recipient tax advantages that result in a net financial gain. However, in contrast to 

earnings, benefits are often presented in non-cash form. Where benefits are particularly generous 

and constitute a substantial component of the reward package, they tend to be identified in job 

advertisements to indicate the total financial value of the role to potential applicants (see 

Box 13.1).

Box 13.1 Job advert examples

Tigrinya Interpreters, Kent

£14.39 per hour + travel expenses, travel time, waiting time

Sales Engineer, Sensors and Automation, Aylesbury, Buckinghamshire

£30,0009[[pound]]40,000 per annum + car and bonus

HR Business Partner, Bristol

£50,0009£55,000 per annum + car allowance and profit share

Source: www.totaljobs.com, 4 April 2016.

Benefits can be classified as immediate, deferred or contingent. Employees derive value from 

immediate benefits instantaneously as the label would infer. Such benefits might include the 

provision of a company car, a laptop computer or tablet, discounts, an expensed mobile phone 

or subsidised meals. Where benefits are deferred, their value accrues and has a future rather than 

a present value to the employee. A clear example of such a benefit is a pension plan or a share 

ownership scheme. Contingent benefits are those that are triggered in certain circumstances, e.g. 

sick pay schemes, paternity and maternity pay, and leave arrangements. Rather than deferring to 

the aforementioned classification, Wright (2004: 182) catalogues benefits into four distinct 

groupings:

● Personal, security and health benefits – e.g. pension, company sick pay scheme, life cover, 

medical insurance and loans.

● Job, status or seniority-related benefits – e.g. company car, holiday leave beyond statutory 

minimum and sabbaticals.

● Family-friendly benefits – e.g. childcare or eldercare facilities, nursery vouchers and enhanced 

maternity/paternity/parental leave arrangements.

● Social or ‘goodwill’ or lifestyle benefits – e.g. subsidised canteen, gym/sports facilities, cycle 

to work schemes, discounts and ironing collection/dry cleaning.

http://www.totaljobs.com
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Benefits can be voluntary, affording employees the choice of whether to ‘opt in’ and use them 

according to their personal needs and financial position. Should employees elect to purchase 

benefits (e.g. childcare vouchers, gym membership, healthcare plans), arrangements are usually 

set up for deductions to occur at source. This can attract tax advantages for the employee and 

be an economical means of obtaining services applicable to an individual’s lifestyle. Organisa-

tions which adopt voluntary schemes for employees to choose which benefits they prefer usually 

promote these options under the banner of a flexible benefit scheme or ‘cafeteria’ benefits system, 

named because of the menu of choices presented to employees. The latest CIPD Reward Manage-

ment Survey (2015) does not contain data pertaining to the prevalence of flexible benefits pro-

grammes among respondent organisations; however, in 2012, approaching a quarter of all 

respondents (24.2 per cent) reported offering flexible benefits (CIPD, 2012). The 2012 survey 

showed that systems of flexible benefits were more prevalent in large organisations employing 

250–9,999 employees, where perhaps greater resources were available to manage such a scheme. 

Flexible benefits were found to be offered by divisions of internationally owned organisations 

(35.8 per cent) more so than by mainly UK-owned organisations (18.8 per cent), which is likely 

to reflect a strategy on the part of internationally owned organisations to create sufficient choice 

to appeal to both home and host country employees. The basic premise of a flexible or cafeteria 

benefits scheme is that employees can spend up to a points limit or cash total, purchasing benefits 

from a defined menu. Cafeteria schemes may comprise a fixed set of core benefits plus a range 

of flexible options (known as a ‘core plus’ scheme), or offer complete freedom of choice to 

employees to a maximum cash value or points value. In other schemes a selection of pre-packaged 

sets of benefits may be on offer to employees. These schemes are referred to as modularised 

benefits (Wright, 2004: 207).

In some organisations status or seniority-related benefits apply, in which employees qualify 

for benefits when they accrue a pre-set number of years’ service or where they are employed at 

or beyond a prescribed grade or level; the benefits most likely to be confined to senior employees 

at certain grades might be private medical insurance or a company car, for example. In other 

circumstances benefits will be universal, in other words provided to all and regarded as ‘perks’ 

of the job.

The latest CIPD Reward Management Survey 2014–15 shows that the provision of a range of 

benefits remains widespread across different types of organisation (manufacturing and produc-

tion, private sector services, public services and the voluntary, community and not-for-profit 

sectors). As might be expected, several benefits such as pensions and paid leave for bereavement 

feature in the top 10 benefits offered in all sectors, although the percentage of respondent organi-

sations offering such benefits (concentration within sector) varies. Other benefits appear to be 

more sector-driven, for instance employee assistance programmes (EAPs) appear only in the top 

10 of the voluntary, community and not-for-profit sectors and on-site car parking appears only 

in the list of the top 10 benefits in the private sector. The provision of family-friendly benefits 

such as childcare vouchers, enhanced paternity/maternity leave and generous paid leave is char-

acteristic of the type of benefits most commonly available for employees in the public sector. It 

is also notable that free drinks and a Christmas party/lunch do not feature in the top 10 list of 

benefits offered to public sector workers.

Explore ● Consider the sector you work in or are most familiar with. Which types of benefit are predomi-
nant? Why do you think this is the case?

● Reflecting on the findings of the 2014–15 CIPD Reward Management Survey, noted above, 
consider why the provision of free drinks in the workplace and a Christmas party/lunch cele-
bration do not feature in the top 10 list of benefits provided to employees working within the 
public sector in the UK.
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It is difficult to generalise the provision of benefits as part of the overall reward package and 

predict the types of benefit any one organisation will deem appropriate to adopt. The impetus 

for providing benefits can be viewed from a number of perspectives (Wright, 2009):

● Do organisations see benefits as a way of compensating for lower pay or do higher pay and 

generous benefits tend to co-exist as part of a deliberate strategy aimed at attracting and 

retaining staff?

● Do employers select benefits in the belief that they will motivate employees and instil a greater 

sense of loyalty and commitment?

● Is benefit provision enhanced by employers where trade unions lobby successfully to expand 

the reward package on behalf of their members?

● Are benefits a mechanism for employer branding, the costs of which some organisations are 

prepared to bear?

The answers to these questions are complex and beyond the scope of this chapter. We do know, 

however, that while employee benefits in themselves are a fairly steadfast feature of reward in the 

UK, recent years have witnessed some shifts in the types of benefit more commonly provided by 

employers. Wright (2009: 175) detects ‘cutbacks in the most costly benefits and at the same time a 

growth in low-cost lifestyle and voluntary benefits’. She attributes such trends to the dual influences 

of the changing composition of the labour force (particularly the influx of mothers) and the need 

for employers to be economically prudent and focus on value for money as competition intensifies.

Partly reflecting the broad shifts in the type of benefits provided (as described above), the top 

10 universal benefits offered by (all) respondents to the 2014–15 CIPD Annual Reward Survey, 

not disaggregated by sector, are shown in Table 13.1 below. Whilst the list of benefits in the top 

10 is common to both 2013 and 2014, the proportion of respondents reporting the availability 

of each of the benefits appears to have fallen in 2014. The CIPD warns, however, that these find-

ings need to be interpreted cautiously as the decrease could be partially or wholly attributed to 

sampling differences between the two surveys rather than material differences in the extent to 

which popular benefits are accessible to employees.

Non-financial reward

While the components of reward identified and discussed to date can be described as extrinsic 

(Perkins et al., 2016) in so far as they have a financial basis and are external to, albeit linked to, 

Benefit 2014 2013

Paid leave for bereavement 80 93

Training and career development 73 83

Pension scheme 71 84

25 days’ and over paid leave 66 73

Tea/coffee/cold drinks – free 65 67

Christmas party/lunch 62 67

Death in service/life assurance 60 69

Childcare vouchers 56 63

Allow internet purchases to be delivered at work 55 60

On-site car parking (free/subsidised) 54 60

Source: Reward Management, Annual Survey Report 2014–15, London, CIPD, p. 26; with the permission of the publisher, the  
Chartered Institute of Personnel and Development, London (www.cipd.co.uk).

Table 13.1  Top 10 benefits offered to all employees (all organisations) (% of respondents)

http://www.cipd.co.uk
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the work itself, reward can also be non-financial or relational in recognition of the environment 

within which the employee works and other investments the organisation makes in the individual 

which extend beyond the boundaries of the stark economic contract between the parties. In order 

to recognise the work that employees do, praise, thanks and publicly acknowledged awards such 

as ‘employee of the month’ can be appreciated by recipients and contribute to a positive psycho-

logical contract, while simultaneously communicating messages to the wider workforce of the 

employee behaviours that are valued by the organisation. There is arguably also greater awareness 

that, for some workers, extrinsic rewards alone, such as pay, do not motivate, and so a focus on 

the intrinsic rewards to be derived from the nature of the work itself (job content and context) 

is important (Marchington et al., 2016). Consequently, non-financial rewards include the general 

quality of working life (QWL), e.g. the work environment, the degree of flexibility available, 

work–life balance, managerial style/attitude, line manager support, job-role autonomy and 

responsibility, plus opportunities for employee involvement and employee voice. ‘Rewards’ of 

this nature help to shape workers’ experiences of work (either positively or negatively) and thus 

command the interest of scholars and practitioners seeking to better understand the key ante-

cedents of job engagement and organisational engagement (see Chapter 11 on employee engage-

ment). It might also be expected that in times of financial constraint the effective deployment 

and promotion of non-financial rewards becomes a paramount organisational concern as organi-

sations seek more vociferously to maximise value from employees, garner their commitment and 

retain their services.

The inclusion of non-financial reward to complement the other components of reward leads 

to the concept of total reward outlined in the next section. Indeed, Perkins et al. (2016) argue 

that the ‘intrinsic’ or ‘psychological’ contract in work relationships forms the basis of the ‘total 

reward’ proposition. Put simply, the term ‘total reward’ emphasises the potential benefits to be 

derived from considering reward in the broadest of senses, with a keen eye on the quality of the 

holistic employment experience.

Total rewards

In recent years, there has been interest in the notion of managing rewards such that the various 

components are carefully crafted together to support one another and so maximise the satisfac-

tion experienced by employees in the course of, and as a result of, their employment more broadly 

defined. The expression total rewards therefore emerged to denote an approach to reward which 

fuses together all of the financial and non-financial elements of reward (Armstrong, 2015: 117). 

The US organisation WorldatWork (2000) describes total rewards as all of the tools an employer 

uses to attract, retain, motivate and satisfy employees, encompassing every single investment that 

an organisation makes in its people, and everything employees value in the employment relation-

ship. In proffering a total rewards approach WorldatWork cites six separate components of the 

work experience in addition to pay and benefits:

● performance and recognition

● work–life balance

● organisational culture

● employee development and career opportunities

● business strategy

● human resource strategy.

The list of components highlighted by WorldatWork above is amongst those reflected in the 

model of total rewards shown in Figure 13.2.

Thompson and Milsome (2001) insist that the concept of total rewards is necessarily holistic 

and integrative; it should also provide an approach to reward in the organisation that fits well 

with the business objectives and desired organisational culture and as such it is conflated with 

strategic approaches to reward described in the next section of this chapter. In addition, it is 
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people-centred, customised, distinctive (offering support to a unique employer brand) and evo-

lutionary, in the sense that it is developed incrementally as opposed to the product of drastic, 

sudden change. Armstrong (2015: 124) argues that ‘the rhetoric of the total reward concept is 

compelling’. He asserts that the elements of non-financial reward highlighted and embedded 

within total reward approaches represent good HR practice and echo those associated with high 

performance work systems. In this vein, there is a sense that a focus on total rewards, as opposed 

to a narrow focus on financial rewards alone, may hold the key to enhancing employee engage-

ment and go further to help the organisation to secure competitive advantage by offering choice 

and rewards that are potentially not provided by competitors. Adopting a total rewards approach 

would certainly appear to tick a number of critical boxes for contemporary organisations as they 

grapple with issues of recruitment, retention and performance in fast-paced and highly competi-

tive environments. Armstrong (2015: 122–3) cites cases of major organisations (the Cabinet 

Office, Centrica, Nationwide and Unilever) reporting a range of highly positive outcomes as a 

result of adopting a total reward approach. As Armstrong points out, however, making total 

rewards work is challenging. As these organisations will have undoubtedly found, considerable 

effort is required of senior managers and line managers, with support from HR, to make a total 

rewards approach pay dividends.

Despite the attractive claims attributed to total rewards approaches as presented in this sec-

tion, not all reward specialists are equally enthralled with the term or concept of total rewards. 

Rose (2014: 6), for instance, comments that he finds the term ‘total rewards’ unhelpful; instead 

he states a preference for using the terms reward and total reward interchangeably and using a 

different phrase entirely, such as ‘the employee deal’ to more accurately describe the elements 

that in total, or in sum, comprise the complete employee experience. Brown (2014) on the other 

hand expresses a more substantive philosophical dissatisfaction with the concept of total 

rewards, not simply the label attached to the approach. He argues that post-recession economic 

issues such as inequality and the austerity imperative have rendered the concept meaningless 

and overly generic in approach. Brown calls for a new stance, which he refers to as ‘smart 

Figure 13.2  Model of total rewards.
Source: Towers Perrin (2007) in Armstrong (2015: 119).
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rewards’, whereby an organisation’s approach to reward is centrally configured around four key 

components: 

   ●   a simple and clear focus on a few core values and principles;  

  ●   a stronger basis in evidence and measurement;  

  ●   more emphasis on employee engagement through rewards;  

  ●   enhanced and more open communication and line management of reward.     

  Reward management and the emergence of strategic approaches to reward 

 The term ‘reward management’ was first used in 1988 by Armstrong and Murlis to denote the 

development of a new field or collective set of activities to emerge within the arena of HRM. 

The new term recognised that static techniques, principally concerned with salary administra-

tion, were fast giving way to a more dynamic approach emphasising the use of pay (and other 

rewards) in a strategic, flexible and innovative way with the aim of improving individual, team 

and organisational performance. The activity ‘reward management’ has been described as not 

only encompassing the development, maintenance, communication and evaluation of reward 

processes, but also being concerned with the development of appropriate organisational cultures, 

underpinning core values and increasing the commitment and motivation of  employees 

( Armstrong and Murlis, 1998 ). More recently, Armstrong ( 2015 : 6) asserted that reward manage-

ment answers two essential questions: (a) how do we value people and (b) how are we going to 

reward them according to their value? He further sets out seven aims of reward management: 

   1.   Support the achievement of  business goals by developing a performance culture and 

stimulating high performance.  

  2.   Define what is important in terms of behaviours and outcomes.  

  3.   Align reward practices with employee needs.  

  4.   Reward people according to the value they create.  

  5.   Attract and retain the high-quality people the organisation needs.  

  6.   Motivate and win the engagement of employees.  

  7.   Add value through the introduction of effective, yet affordable reward practices.   

 In this sense, reward management is a strategic process and a key element of strategic HRM, as 

it has the power, if orchestrated appropriately, to leverage employee effort and align performance 

to organisational goals. It is integral to attempts to motivate and engage employees and it com-

pels organisations to consider the value that has been created for the outlay (return on invest-

ment) when making reward decisions, as opposed to viewing reward purely as a cost drain to the 

business ( Fay, 2011 ). Armstrong ( 2015 : 6) extols the benefits of reward decisions corresponding 

to an underlying philosophy and set of guiding principles designed to convey the organisation’s 

approach to managing reward. Guiding principles governing an organisation’s approach to 

reward management might, for example, include, recognising the value of all staff contributions, 

not just those of the the highest performers; being transparent; recognising and reflecting differ-

ent work groups; reflecting the geographical or functional market in which an employee is based; 

and comparing favourably with competitors. Logically, organisations should seek to ensure that 

the philosophy behind their approach to reward aligns with the organisation’s values and beliefs 

and that reward strategy is consequently directed to support the achievement of wider corporate 

objectives. This is the essence of the ‘total reward’ approach referred to earlier, and such senti-

ments are strongly conveyed in the rhetoric of ‘new pay’ or ‘strategic pay’ first purported by 

American writers Lawler ( 1990 ,  1995 ,  2000 ) and  Schuster and Zingheim (1992) . The precise role 

played by reward in advancing organisational objectives is, however, unclear. Early models of 

Reward management and the emergence of strategic approaches to reward 
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strategic HRM, such as the Harvard model (Beer et al., 1984), placed reward centrally as an 

integral HR activity, and Storey (1992) identified reward as a ‘key strategic lever’. Resource-based 

models, too, suggest that rewards act as an important lever and can support a firm in achieving 

sustained competitive advantage. Kessler (2001), however, still needs to be convinced that there 

is sound evidence, based upon credible methodologies, that reward contributes to business per-

formance and leads to sustained competitive advantage. There must also be a degree of reserva-

tion about the ease with which reward strategy can be matched seamlessly with business strategy 

and the extent to which employees will respond as intended to reward mechanisms designed to 

elicit certain desired behavioural patterns (Lewis, 2006).

Despite these doubts, it appears to have become established orthodoxy that a strategic 

approach to reward can be used to leverage the kinds of employee behaviours that contribute to 

business goals (Perkins et al., 2016). The CIPD (2016) supports the view that ‘Strategic reward is 

potentially very powerful in helping employers align their reward approach with HR and business 

strategies as well as employee needs in order to improve organisational performance’. Moreover, 

proponents of strategic reward suggest it is possible for reward strategies, intentionally or oth-

erwise, to signal what the organisation considers important and what it clearly does not value. 

For example, reward strategies that rest on service-related salary increments are likely to convey 

messages that the organisation values loyalty and long tenure above all else, whereas the use of 

competence-related pay would suggest a need for employees to develop and demonstrate both 

core and job-specific competencies. Table 13.2 seeks to demonstrate a number of aligned relation-

ships between the key thrust of business strategy and the direction of reward strategy.

Despite the rhetoric that strategic approaches to reward mark the way forward to attract, 

retain and motivate employees to perform in particular ways, consistent with the goals and values 

of the organisation, we do not know a great deal about how organisations manage pay and other 

facets of reward strategically. We also know very little about whether strategic pay will leverage 

the desirable outcomes it professes to. In a more developed critical evaluation of the concept of 

strategic reward than there is space to include here, Armstrong (2016: 29) says that the issue with 

the concept of strategic reward is that it is in danger of over-promising and failing to deliver. He 

Business strategy Reward strategy

Achieve value added by improving employee motivation 
and commitment

Introduce or improve performance pay plans – individual, 
team and gain sharing

Achieve added value by improving performance/
productivity

Introduce or improve performance pay plans and 
performance management processes

Achieve competitive advantage by developing and making 
the best use of distinctive core competencies

Introduce competence-related pay

Achieve competitive advantage by technological 
development

Introduce competence-related or skills-based pay

Achieve competitive advantage by delivering better value 
and quality to customers

Recognise and reward individuals and teams for meeting/
exceeding customer service and quality standards/targets

Achieve competitive advantage by developing the capacity 
of the business to respond quickly and flexibly to new 
opportunities

Provide rewards for multi-skilling and job flexibility. Develop 
more flexible pay structures (e.g. broad-banding)

Achieve competitive advantage by attracting, developing 
and retaining high-quality employees

Ensure rates of pay are competitive. Reward people for 
developing their competencies and careers (e.g. using the 
scope made possible in a broad-banded grading structure)

Source: Reward Strategy: How to Develop a Reward Strategy: A CIPD Practical Tool, CIPD (2005); with the permission of the publisher, the Chartered Institute of  
Personnel and Development, London (www.cipd.co.uk).

Table 13.2  Examples of alignment: Reward strategy and business strategy

http://www.cipd.co.uk
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goes on to suggest that in practice managing reward may be more about ‘damage limitation’ and 

less of a strategic lever for organisational transformation than enthusiastic (mainly USA) writers 

on the subject would suggest it is.     

  Strategic reward in practice 

 In the preceding section, we introduced the concept of reward strategy and began to tease out 

some of the difficulties associated with mounting strategic approaches to pay and other aspects 

of reward. There is little doubt that organisations are attracted to such approaches and that some 

strive to be strategic about reward. In the 2011 CIPD  Reward Management Survey,  58.5 per cent 

of respondents from all sectors placed alignment with business strategy as their top reward prior-

ity. The latest survey ( CIPD, 2015 ) did not repeat this question and so direct comparisons with 

the findings from 2011 are not possible; however, the 2012 CIPD  Reward Management Survey  

indicated that organisations were formulating  strategic choices  about reward by engaging in 

competitive pay positioning relative to comparator organisations. A year later, the 2013 CIPD 

 Reward Management Survey  noted that respondents across all sectors of the economy would 

like to see a lower proportion of their total spend on fixed pay and more on variable pay; an 

interesting finding which tends to suggest that ‘new pay’ thinking on strategic reward resonates 

with organisations as a sensible way forward. Despite their desired positions, however, respond-

ents’ current practices showed little change beyond the 70 per cent fixed/30 per cent variable 

mark, so while they might state a preference for more variable pay, at present they appear unwill-

ing to move to reward structures where variable pay comprises a greater proportion of the total 

package than fixed pay. In short, we see the emergence of some data to support the idea that 

organisations are rethinking ways to apply reward with a view to attracting, retaining and engag-

ing employees, but is this adequate evidence of the presence of a strategic model of reward as 

advocated by the US ‘new pay’ writers in the 1990s, or a diluted version centred almost entirely 

on pay competitiveness?  Druker and White (2009)  suggest ‘new pay’ as heralded by the US schol-

ars has failed to fully take hold in the UK; instead UK pay practices are dominated by concerns 

over internal and external equity. They argue that locating pay with the person rather than the 

job and relating reward to individual and team-based performance, the very concepts at the heart 

of ‘strategic’ or ‘new pay’ approaches are both highly problematic and there are a number of 

pressures pushing internal and external equity to the forefront. Where internal equity is con-

cerned, equal pay legislation is particularly influential in guiding practice in public services, which 

are now subject to equal pay reviews and equal pay reporting. Many, mainly, private-sector 

employers, on the other hand, seek to align closely with the external market, particularly in tight 

and changing labour markets.  Trevor (2009)  would appear to concur by arguing that, far from 

devising differentiated practices aligned closely to unique business goals and values, organisations 

are subject to coercive institutional pressures, such as laws, which promote conformity of prac-

tice. In addition, he argues, industry norms and trends are seductive and most organisations will 

conform accordingly, doing what others do in that sector to keep pace. Such a focus upon com-

parability may not be quite what the US writers had in mind when they extolled the benefits of 

‘new pay’/‘strategic pay’, but, as  Kessler (2007)  argues, internal and external equity and business 

Strategic reward in practice 

 Key controversy 

 Despite best efforts, the pace of change in markets and organisations is so rapid that it is conceivable that reward 
strategy is never, or hardly ever, aligned with organisational goals – is this a view you share? If so, why should we bother 
to try to be strategic about reward? 
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strategy need not be viewed as competing ideals in pay design; indeed, internal and external 

equity could quite legitimately be regarded as a key component of reward strategy.

Elsewhere in the 2012 CIPD Reward Management Survey, there is evidence of organisations 

using competitive pay posturing to set salaries for managerial and professional staff, and in 2015, 

the CIPD Reward Management Survey noted that market rates with reference to a job evaluation 

scheme and market rates without reference to job evaluation were used by 30 per cent and  

18 per cent of organisations respectively to determine levels of base pay. Following Kessler’s gener-

ous interpretation of reward strategy, the organisations engaged in competitive pay positioning 

of this type may be considered to be making strategic decisions to fully invest in those individuals 

or tiers of the organisation perceived to bring greatest value to the organisation, so contributing 

to business strategy. In terms of sector-related trends, manufacturing and production firms appear 

to be extending into upper pay quartiles for staff more readily than other sectors as they compete 

for skills and expertise in a demanding market where pockets of skill shortage still prevail (CIPD, 

2015). Again, this form of manoeuvring regarding pay could just as easily be conceived of as 

strategic pay in action as opposed to simply normative practice within an industry or sector.

Is it possible to be strategic about reward?

Discussion concerning precisely what constitutes a strategic approach to reward is not new; there 

has also been long-standing doubt surrounding the ability of organisations to mount strategic 

approaches to reward. In research conducted by the Institute for Employment Studies, Bevan (2000: 

2) commented that having a reward strategy sounded like a ‘tall order’. To be successful, he argues, 

reward strategy is supposed to be downstream from business strategy and reinforce business  

goals, drive performance improvements within the business, deliver cultural and behavioural 

change, integrate horizontally with other HR practices and keep pay budgets under control, so 

‘little wonder that so many employers under-perform in the design and delivery of a truly strategic 

approach to reward – if such a thing exists’. In a similar vein, Druker and White (2009: 12) challenge 

the notion of ‘new pay’, which emphasises the importance of developing contingent approaches 

to reward, designed to align with business strategy. Specifically, Druker and White (2009: 12) ques-

tion the view that ‘new pay’ supports the business case on the grounds that there are ‘different 

interests at play within the business organisation and they cannot all be so easily in the pursuit of 

business goals’. They also argue that it is clear that ‘strategic pay may involve complex and some-

times contradictory objectives’. Trevor (2011) is similarly pessimistic. He argues that all organisa-

tions come up against substantial problems when trying to introduce strategic pay policies and 

practices and so end up with a significant gap between espoused enacted practice. He concludes 

that, despite companies’ best efforts, contemporary pay practice is operationally non-strategic.

Explore ● What would you say are the essential components of a strategic approach to reward?

● If you are employed by an organisation which claims to follow a strategic approach to reward, 
what evidence can you amass to demonstrate that the approach is truly strategic?

Key reward choices

Whether or not we accept that it is possible to be strategic about reward, to devise a reward 

system a number of key, value-laden choices must be made. Marchington et al. (2016) suggest 

that there are seven essential reward decisions an organisation needs to draw consensus on:

● what to pay for, job size, time, performance, skills/qualifications or some other person-centred 

attribute or behaviour;

● whether to pay for seniority (time served) or for performance;
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● what position to adopt in the market – at or close to the median pay levels in the market, 

within the upper quartile or the lower quartile;

● whether to place primary focus on internal equity when determining pay or be more concerned 

with external benchmarks;

● whether to operate a centralised or decentralised approach to reward or a hybrid with some 

central control and a degree of localised latitude;

● whether to build hierarchy into the reward system such that there are seniority or status-

related rewards or to devise a harmonised, single-status approach;

● the precise nature of the reward ‘mix’.

Getting these decisions right is deemed critical if reward is to begin to reinforce the strategic 

direction of the organisation. Similarly, the decisions made need to be ones most likely to moti-

vate individuals to orientate their actions and behaviours in the interests of the organisation, not 

against it. This is demanding for any organisation given that motivation is individualised and 

complex. At the design stage considerable attention needs to be paid to considering the extent 

to which different rewards are likely to be capable of motivating employees, the value of intrinsic 

and extrinsic forms of motivation to employees, the precise role of pay in motivating the types 

of people the organisation employs and the importance of equity in reward systems and reward 

management practices.

Motivation theory offers useful insight and can help to guide the design and management of 

reward processes. Notably, among the many theories of motivation, Herzberg’s ‘two-factor 

theory’ (Herzberg, 1966) suggests that pay is a hygiene factor rather than a motivator and so, in 

itself, is unlikely to motivate. Famously, Herzberg contends that pay needs to be adequate to 

prevent dissatisfaction but other factors induce a motivational state such as responsibility and 

autonomy. This is a salutary message indeed, particularly for those organisations who turn to 

financial rewards as an incentive for greater output, better quality or other outcomes they deter-

mine to be desirable with the expectation of a corresponding boon in levels of motivation. But 

could these organisations be treading the right path in presuming that pay does motivate? Rynes 

et al. (2004) believe that there appears to be a continual (yet flawed) message to practitioners that 

pay is not a particularly effective motivator – a sentiment that, if believed, could very easily result 

in practitioners failing to recognise the motivational potential of a well-crafted reward system. 

The key thrust of the Rynes et al. argument is that, while employees may report that pay is not 

an important motivator, their actions indicate otherwise, suggesting that self-reports are subject 

to a degree of socially acceptable responding, as though employees feel it is somehow distasteful 

or morally reproachable to admit being motivated by money. Rynes et al. (2004) stress that, 

despite their analysis, pay is probably not the only important motivator, nor always the most 

important motivator, nor indeed equally important in all situations; it is, however, overwhelm-

ingly evident that it is an important motivator for most people.

In contrast to content theories of motivation, which focus on what motivates people, process 

theories of motivation such as ‘expectancy theory’ (Vroom, 1982) attempt to explain the internal 

thought processes that create a motivational state in individuals. Expectancy theory offers us the 

insight that employee motivation is the result of a complex set of decisions and assumptions 

made by the individual. For an employee to be motivated and therefore to expend effort, the 

rewards on offer have to be something that the individual values (hold ‘valence’) – hence the 

importance of the reward ‘mix’. In addition, the individual must have belief that the rewards are 

Explore ● Reflecting on practice in your own organisation or one with which you are familiar, assess the 
reward decisions the organisation appears to have reached.

● What reasons do you think lie behind each of these decisions?
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achievable. An appreciation of expectancy theory encourages organisations to construct a clear 

‘line of sight’, so that employees are in no doubt about what it is they need to do in order to gain 

the rewards offered. If there is ambiguity or partiality disturbing the line of sight, individuals are 

likely to be de-motivated, even if the potential rewards hold personal valence. 

 Finally, Adams’ ‘equity theory’ ( Adams, 1965 ) prompts organisations to consider the perceived 

fairness of rewards and their application. Adams suggests that employees will compare the rewards 

they receive (outputs) in return for their effort, skill, qualifications, time and other contributions 

(inputs). Employees will be motivated when they perceive ‘distributive justice’ and de-motivated 

when they perceive inequity. Employees may seek to adjust their inputs when they perceive inequity. 

Using the messages inherent in Adams’ theory, organisations would be advised to take steps to 

ensure that their reward systems are fair, consistently applied and sufficiently transparent so that 

employees can see for themselves how reward decisions are determined (see  Figure   13.3   ).    

  Factors influencing organisational approaches to reward practice and 
pay determination 

 An organisation’s approach to reward generally, and to pay determination specifically, will be 

shaped by both factors in the external environment within which it operates and an array of 

Factors influencing organisational approaches to reward practice and 
pay determination 

  Figure 13.3          Adams’ equity theory.  
 Source:  Adams (1965) .  
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internal firm-specific characteristics, namely the nature of the business, the size of operation, 

organisational structure and culture, types of employee, jobs and technology, management and 

ownership and so forth. Each of the reward decisions posited by Marchington et al. (2016) in the 

preceding section cascades a range of further ancillary choices, thus creating the potential for 

multiple models of reward practice. Because of this, it is difficult to generalise about approaches 

to reward and impossible to be prescriptive. More safely, an organisation’s approach to develop-

ing a reward strategy ought to start from the standpoint, ‘What makes sense for this organisa-

tion?’ (Wright, 2004: 8), while subsuming relevant knowledge relating to the internal and external 

factors influencing choice. In this section of the chapter, we briefly discuss the key factors in the 

external and internal environment that shape and influence organisational approaches to reward.

The economic climate

In this chapter, we have already alluded to some of the ways in which the economic environment 

might influence reward, notably the way in which employers may favour less costly benefits in an 

effort to trim costs when competition within product markets intensifies and the way in which 

employers can reduce risk and financial burden by making more extensive use of variable pay. 

The economic context is an important determinant of pay levels and a barometer for future 

trends. In setting pay levels, employers cannot help but be influenced by the market rates for jobs. 

As Kessler (2007: 167) remarks, ‘organisations cannot survive if  they fail to pay competitive 

labour market rates to attract employees with the skills needed to provide a service or manufac-

ture a product’. Of course, there is no such thing as a single market rate for a job; rather, there 

are several rates or a zone of discretion, the spread of which is influenced by the supply of and 

demand for labour, the relative bargaining power of employees, geographical factors and the 

actions of employers competing for labour. In tight labour markets, where competition for 

resources is intensive and supply is low, market rates are driven higher, affecting the price employ-

ers have to pay to attract adequate resources. Economic activity rates and unemployment indica-

tors are thus key factors influencing pay levels. In addition, for most organisations, the rate of 

growth in the economy is a critical benchmark for the salary review process and impacts upon 

organisations’ ability to pay.

According to the CIPD Reward Management Survey 2014–15, the top three factors influencing 

the 2014–15 pay review for all employees are: the organisation’s ability to pay, the ‘going rate’ of 

competitors’ pay rises, and recruitment and retention concerns. Drawing on the finer grain detail 

of the survey, just under half of all organisations responding to the survey cite their organisa-

tion’s ability to pay as the most critical factor in determining salary levels, rates of pay, start and 

end points of salary ranges and the mid-point within pay structures. From this data it can be 

deduced that employers are struggling to maintain the equilibrium between monetary affordabil-

ity on the one hand and the need to attract and retain vital resources on the other. The results 

broken down by sector and employee category largely mirror the overall findings suggesting 

public sector and private sector organisations alike are having to tread carefully in an uncertain 

economy which has made only tentative steps towards recovery following the recession.

Against this background, pay dispersion has become a sensitive issue, highlighted by the 2011 

Hutton Review of Fair Pay, which debated but ultimately rejected a maximum ratio of 1:20 

between the actual earnings of the lowest and the highest paid. In 2014–15, the CIPD gathered 

pay dispersal data in its Reward Management Survey. A worryingly low percentage of respond-

ents (just 19 per cent) were readily able to provide information about the spread of pay within 

their organisations, whilst the remainder claimed not to collect earnings data in this manner 

(ratio of highest to lowest earner, median earnings, etc.). The survey’s findings reveal that the 

ratio between the lowest median cash earnings (base pay, performance pay and other direct earn-

ings payments) for non-management employees and the highest median cash earnings for man-

agement and professionals is 1:8. The widest range can be found in the public services sector 

where the ratio between the lowest and the highest is 1:8.9 and the narrowest range was found 

to be in the voluntary sector with a ratio of just 1:3.3 between the lowest and highest median 
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earnings across all employee categories. Understandably amidst pay restraint for the many, the 

media is quick to shine a spotlight on the generous pay rises and bonus payments awarded to 

senior executives and to question the efficacy of such practices (see the opening case study). In 

early 2016 almost 60 per cent of shareholders at BP voted against the award of a £14 million pay 

package to CEO Bob Dudley, following a year of record company losses in which the company 

shed thousands of jobs and froze employee pay; similarly, at Smith and Nephew, over 50 per cent 

of investors rejected executive pay deals in a stand against the rampant excesses of boardroom 

pay (Macalister et al., 2016). High levels of corporate pay have been under scrutiny since the 

financial crisis, leading to the UK introducing legislation to increase transparency in large com-

panies. Under rules which came into play in 2013, large companies are required to publish single-

figure pay numbers for their chief executive officers (CEOs), as well as historical comparisons. 

Shareholders also now have a binding vote on future pay policy at least every three years. Whilst 

these measures go some way to making sure that there is a link between performance and pay 

and executives are not being awarded for mismanagement, arguably more action is necessary to 

put the brake on exorbitant pay packages for senior figures and close the wide chasm that has 

developed between the pay of employees and bosses in Britain.

Economic arguments are, of course, difficult to balance, and organisations would defend sala-

ries and bonuses awarded to senior executives on the grounds that reward packages need to be 

commensurate with those available to senior executive salaries on the global stage in order to 

retain talent in the UK. From an ethical perspective, increasing differentials between the highest 

paid and those on the lowest incomes are hard to countenance.

Box 13.2 Fat Cat Tuesday 2016

Top bosses had made more money by the first Tuesday of 2016 than the typical UK worker will earn all year. Calcula-
tions made by the the High Pay Centre, an independent non-party think-tank established to monitor pay at the top 
of the income distribution and set out a road map towards better business and economic success, show that earnings 
for company executives returning to work in the new year surpassed the UK average salary of £27,645 by late after-
noon on ‘Fat Cat Tuesday” or 22 hours into the working year, to be precise. FTSE 100 chief executives are paid an 
average £4.96 million a year. The High Pay Centre found that even if CEOs are assumed to work long hours with very 
few holidays, this is equivalent to a rate of more than £1,200 per hour. The typical value of a FTSE 100 CEO’s incentive 
award has risen by nearly 50 per cent of salary since the previous year (according to the latest Manifest MMK pay 
survey), while the annual pay of the average UK worker has increased by just £445, from £27,200 to £27,645). The 
figures will raise doubts about the effectiveness of government efforts to curb top pay by giving shareholders the 
power to veto excessive pay packages. The High Pay Centre argues that further measures are necessary, such as rep-
resentation for ordinary workers on the company remuneration committees that set executive pay, and publication 
of the pay gap between the highest and median earner within a company.

HPC director Stefan Stern said: “‘Fat Cat Tuesday” again highlights the continuing problem of the unfair pay gap in 
the UK. ‘We are not all in this together, it seems. Over-payment at the top is fueling distrust of business, at a time 
when business needs to demonstrate that it is part of the solution to harsh times and squeezed incomes, and is pro-
moting a recovery in which all employees can benefit’.

Source: Adapted from ‘Fat Cat Tuesday 2016’, www.highpaycentre.org.

Key controversy

Fat cat pay is a price worth paying as the bountiful rewards given to a few secure the livelihoods of many.

http://www.highpaycentre.org
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  The legal context for reward 

 Since the rise of industrialisation, there have been numerous legal interventions into the realm 

of reward management. These have ranged from the Truck Acts of the nineteenth century, which 

were designed to ensure skilled workers were paid in cash, through to more recent interventions 

in terms of minimum wage regulation. These demonstrate the ways in which legal regulation can 

be seen to shape reward practices. Statutory regulation has been in place in the UK for some 30 

years, and was intended to ensure pay equity in gender terms. More recently, legislation has been 

implemented to regulate pay at the lower extreme of the labour market, to impose minimum 

holiday entitlement and a restraint on working hours. Here we briefly discuss in turn the ways 

in which the equality of terms and conditions provisions of the Equality Act 2010, the National 

Minimum Wage Regulations 1999, the introduction of the National Living Wage in April 2016 

and the Working Time Directive 1998 constrain and influence employee reward practices.   

  Gender pay reporting 

 From April 2018, organisation employing more than 250 ‘relevant employees’, which does not 

include ‘workers’ currently, will be required to report on the pay levels for men and women within 

their organisation. Whilst a step forward, we should note that this does not require organisations 

to report in relation to any other protected characteristic (disability, for example). This will, 

however, involve around 8,000 organisations in additional reporting mechanisms and require the 

publication of data indicating the ‘mean’ and ‘median’ pay levels for each gender. For the purpose 

of this reporting, pay will include items such as: 

   ●   basic pay  

  ●   paid leave  

  ●   maternity and sick pay  

  ●   shift premiums  

  ●   bonuses  

  ●   car allowances paid through payroll  

  ●   on call or standby payments.   

 It will not, however, include: 

   ●   expenses  

  ●   benefits in kind  

  ●   the value of salary sacrifice schemes and (perhaps most disturbingly)  

  ●   overtime payments.   

 The regulations require that the first reporting period is April 2016 to April 2017, although 

organisations have until April 2018 to submit the data to the mandatory government website. 

From this data a league table will be generated indicating how organisations are faring in the 

drive to implement the equal pay legislation (see below and  Chapter   10   ). These reports and league 

tables will be publicly available for three years, meaning it will be possible to see and note organi-

sations which are improving and those which are ‘backsliding’. The report will need to carry the 

signature of a named individual who is responsible for the data (the HR director or a non-

executive director perhaps?). 

 Key faults with the legislation (if it is to be successful) are that there is no penalty for organisa-

tions which do not comply with the requirements, nor are there mechanisms which can be used 

to verify or investigate the data submitted by an organisation. Whilst the data may be used as 

Gender pay reporting 
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evidence in an equal pay case, the only other issue for organisations is the reputational damage 

they may suffer by failing to comply. Companies and advisers are already suggesting ways in 

which the requirement may be avoided, including, for smaller firms, ensuring that the headcount 

does not reach the 250 cut-off point, transferring staff in larger firms into sister companies each 

with fewer than 250 employees, or sub-contracting out lower paid employment (cleaning, cater-

ing, etc).     

  The Equality Act 2010 (EqA), ss. 64–80 

 Labour market discrimination occurs when groups of workers with equal average productivity 

are paid different average wages ( Baldwin and Johnson, 2006 : 122). Equal pay regulations have 

a history founded in the Convention on Equal Pay approved by the International Labour Organi-

sation in 1950–51, a regulation that had antecedents within the Treaty of Versailles in 1919, if 

not before ( Jamieson, 1999 ). In the UK, the EqPA 1970 was enacted as part of the move towards 

membership of the European Economic Community (now the EU) in the early 1970s. Employers 

were allowed five years’ ‘grace’ to voluntarily adjust and to permit them to get their reward 

structures in order before the legislation came into force in 1975. Broadly, the provisions within 

the legislation are restated in the EqA 2010 and can be seen as being designed to grant everyone 

the right to equal terms and conditions of employment in situations where they do the same work 

as a colleague of the opposite sex. The legislation reflects the pressures applied by the European 

Court of Justice (ECJ) to the extent that it includes colleagues of the opposite sex who do work 

that is ‘like work’, the same or has been rated as equivalent under a job evaluation scheme or 

where it can be proved by other mechanisms that the work is of equal value. The manner in which 

this is achieved is to insert into all contracts of employment an ‘equality clause’ (s. 66), which 

has the consequence of requiring the employer not to treat persons of different genders less 

favourably simply on the basis of gender. In spite of this legislation, there are still very significant 

inconsistencies between men’s and women’s pay. It does not matter whether wages are measured 

hourly or weekly; women currently receive approximately 86 per cent of the full-time male aver-

age, while in part-time work ‘almost 50 per cent of women who work part-time earn nearer 60 

per cent’ of the average for their male counterparts ( McColgan, 2008 : 401). As  McColgan (2008)  

notes, bringing equal pay claims is a sluggish, unwieldy and costly process, especially as the 

government refuses to go along with the development of class actions and shows even less will-

ingness to implement legislation that places a positive obligation on employers to eliminate pay 

discrimination. 

 In spite of this lack of legislative backing to pursue equal pay, some employers seek to address 

such inequality within their reward structures. This can be achieved by the introduction of a 

number of reward policies and practices, such as those suggested by the Equality and Human 

Rights Commission (EHRC,  http://www.equalityhumanrights.com ): 

   ●   ensuring employees reach the top of a given scale within a reasonable timescale;  

  ●   setting targets for all staff to reach pay points within a specific timescale;  

The Equality Act 2010 (EqA), ss. 64–80 

 Key controversies 

 Is it possible to legislate for equal pay reporting successfully without including clear penalties for organisations which 

dodge or fail to comply with the requirements? 

 The responsibility for this task should lie with the CEo rather than any member of the hr team or a non-executive 

director. 

http://www.equalityhumanrights.com
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  ●   setting competency  and  experience criteria for each pay point;  

  ●   shortening the scales;  

  ●   reducing the number and range of performance measures.   

 As  Fredman (2008)  suggests, the fact that the current difference in gender-related pay was down 

to 12.6 per cent when measured using the median figure (rather than the usual mean, which rates 

it at 17.2 per cent) after 30 years of equal pay legislation gives no reason for satisfaction. Indeed, 

the change in the mechanisms for calculation merely masks the continuing inability of some 

groups to secure equality of treatment, especially where ‘the median part-time gender pay gap 

was a scandalous 39.1% in 2007’ ( Fredman, 2008 : 193). By 2016, the Office for Budgetary 

Responsibility (OBR) was noting that the gender-related pay gap stood at 19.2 per cent overall 

with further significant increases in the gap when part-time staff were examined (ONS, July 

2016). The continuing and apparently increasing gap indicates the need for a more complex 

response that addresses both government and employer unwillingness and the narrow coverage 

of the current legislation. Whether the newly introduced gender pay gap reporting regime (see 

above) will address the problem is open to wide debate.     

  National Minimum Wage Regulations 1999 

 The regulation of wages is a central debate within the realm of ‘worker protection, globalization, 

development and poverty reduction’ ( Evain, 2008 : 20). These were put in place in order to develop 

the dual goals of fairness and efficiency. As the report of the Low Pay Commission suggested, it 

can be argued that low wages lead to a malevolent cluster comprising low morale, low perfor-

mance and low productivity. The introduction of a national minimum wage is said to have 

benefited some 1.3 million workers ( Low Pay Commission, 2001 ). Many of those affected worked 

in organisations where pay setting was inexact and did not recognise the need for formal systems; 

furthermore, the new wage levels benefited women more than men due to inequality and the 

extent of part-time work amongst women. The UK currently has rates covering those under 18 

but over compulsory school age, 18–20-year-olds, those over 21, and apprentices under the age 

of 19, or over the age of 19 but in the first year of an apprenticeship scheme. The rates are 

changed in October each year and from October 2016 they are £3.30 for apprentices, £3.87, 

£5.30, £6.70 and £7.20. As with the Wage Council rates before them, these rates are poorly 

policed and many small employers, especially those in the service sector, avoid enforcement 

( Arrowsmith and Gilman, 2005 ). Arrowsmith and Gilman ( 2005 : 169) argue that in such small 

firms, ‘pay levels reflect not only economic, product and labour market factors but also the 

informality of internal pay structures’. As we note below, such indeterminacy and informality 

support existing pay bias, as it is often based on predetermined skill patterns, time worked and 

length of service. 

 The level of the UK’s statutory minimum wage is set at above the equivalent of US$1,000 per 

month (in the period 2006–07), which locates the UK in the top 18 per cent of countries where 

such a minimum is set ( Evain, 2008 ) and within a group of industrialised-countries where the 

National Minimum Wage Regulations 1999 

 Explore    ●   It would appear that reliance upon the three requirements for equal pay claims (same or 
equivalent establishment, same employer and equal work) has proved limited in the progress 
towards equal pay. Do you consider that the reporting mechanism improves the situation?  

  ●   Consider an organisation of which you are aware and indicate mechanisms it could institute 
in order to address inequalities in terms and conditions of employment.   
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rate is set other than by government alone. Evain (2008) notes that more than 100 countries that 

are members of the International Labour Organisation (ILO), which have ratified the Minimum 

Wage Fixing Convention 1970 (No. 131), either enact minimum wage legislation or set such rates 

following the recommendation of a specialised body, or through collective bargaining. World-

wide, the average range of minimum rates varies from (in US$) $30 in Africa, $75 in many Asian 

countries, and $480 in Eastern Europe and Latin America to the US$1,000 or above in the major-

ity of industrialised countries. These rates reflect national, regional, sectored and/or global 

imperatives and satisfy many competitive pressures. By removing wage calculation from competi-

tion, organisations can, in domestic and global settings, strive for alternative means of differen-

tiation in terms of product or service. The issue then becomes the enforcement mechanism. 

Eyraud and Saget (2005) suggest that these regulations are often poorly enforced, leading to a 

continued decline in working conditions across the globe. The extent to which the legislation in 

the UK is enforced and the individualised mechanisms for enforcement tend to support the view 

that, while the existence of such regulation is designed to ensure a high level of protection, the 

continued avoidance of  such rules, as indicated by Arrowsmith and Gilman (2005), is 

widespread.

The introduction of the National Living Wage

The introduction of a National Living Wage is the response to a wider campaign to improve the 

levels of pay and is a top-up from the national minimum wage for those over 25 years of age – 

meaning that the NMW will stay in place for those under 25. The increases from April 2016 for 

those over 25 with those under 25 receiving a maximum of the NMW of £6.70 (see above), linked 

to the changes to the nature and structure of reward for apprentices, are seen as a significant step 

in the fight to address low pay. The OBR noted that whilst the change has benefitted some 

1.3 million workers, it is estimated to have cost up to 60,000 jobs with some 4 million hours of 

work lost each week. The fact that it is compulsory has led some to say that this is simply a 

rebranded minimum wage. The plan is that the NLW will increase each year, reaching £9.30 per 

hour by 2020 independent of any changes in the NMW.

The current rate of £7.20 is said, by some employers, to be unaffordable and indeed many 

have adjusted other benefits for staff  in order to enable them to make the payments, as we see 

in Case Study 13.2 at the end of this chapter. Nero Coffee shops, for example, has stopped 

allowing staff  to choose a free lunchtime snack and enjoy free coffee. It argues that the 

increase in the rate of pay meant that it could no longer afford this ‘perk’ for staff. Other 

employers appear to be using the tactic of simply ‘letting go’ of people over 25 and therefore 

reducing their liability to pay the higher rate. Whilst the Living Wage Foundation continues 

to campaign for a living wage, it would seem that the title ‘National Living Wage’ is simply 

misleading ‘spin’ designed to appease campaigners and dupe employees into believing that 

the living wage is adequate to live on when in reality the hourly pay rate necessary for a basic 

standard of  living is considerably higher in most parts of  the UK and certainly so in 

London.

Key controversy

What do you think is the rationale for the government’s decision to only make it mandatory for employers to pay the 
National Living Wage to employees over the age of 25? Is the cost of living cheaper for the under 25s in employment 
or was the government worried about a backlash from business, and a resultant dip in support for the Conservative 
Party, if the National Living Wage were to be imposed for all employees of working age.
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  Working Time Regulations 1998 

 Placing limits on working hours is an essential activity in the quest for worker protection and 

ensuring the health and safety of those at work. In the current climate, it has also become a 

touchstone of the movement towards securing a sustainable work–life balance. In terms of the 

latter, there are two discourses, each of which has a separate focus: the  personal control of  time  

and the notion of  workplace flexibility  (see  Humbert and Lewis, 2008 ). In terms of the reward 

agenda, we concentrate primarily on the latter, in that we are seeking solutions to the question 

of providing options for people with a workplace focus who also enjoy non-work (chiefly family) 

commitments. In that respect, the Working Time Regulations (1998) [WTR] offer some attempt 

to balance the demands of the employer with the needs of family life by placing limits on a range 

of working time issues. At a glance, the key provisions are: 

   ●   a maximum 48-hour working week for many groups;  

  ●   an average 8-hour shift in each 24-hour period for night workers;  

  ●   a rest break after six consecutive hours’ work;  

  ●   rest periods of 11 continuous hours daily and 35 continuous hours weekly;  

  ●   a minimum of 5.6 weeks’ leave per annum.   

 The UK regulations have their basis in the EU Directive (93/104/EC), which is said to have intro-

duced the new principle of ‘humanisation’ into EU social regulations, under which employers 

are required to take into account the general principle of adapting work and wage in order to 

alleviate monotonous work and work at a predetermined rate. That the UK has implemented 

the directive subject to a number of derogations does not alter the fact that reward managers 

need to consider the effects of the regulations. That the Employment Appeals Tribunal (EAT) 

could, in a recent case ( Corps of  Commissionaires Management Ltd v Hughes  [2008] 

EAT‘196’08), hold that the rest break is only triggered after six hours and not multiples thereof, 

is a simple indication of the minimalist approach of the UK government and the reluctance of 

management to extend the protection within the UK. During 2009, elements of the EU Directive 

relating to the definition of ‘working time’ – notably in relation to ‘on-call’ time and junior doc-

tors – came into force and changed the options for UK reward managers. The development of 

24/7 production and ‘rolling shifts’ has not been unduly limited by the daily or weekly rest peri-

ods, due to the availability of opt-outs; however, as these opt-outs are withdrawn, it will present 

fresh challenges for reward managers in the UK. 

 Worldwide, most members of the ILO have some form of regulation on working time. In a 

recent survey ( Evain, 2008 ), attention was drawn to the fact that working time regulation was 

the subject of the very first ILO convention (Convention 1: 1919) and that the topic has been a 

major regulatory concern since that date. The general rule, where a normal hourly figure is placed 

on the working week, is that the figure of 40 or less is applied. In the UK we have no universal 

normal working limit because the WTR exclude ‘professional workers’ and/or workers who are 

not paid in relation to time. The latter group includes many clerical workers, most managers and 

almost all professional workers. This limitation is not unique to the UK and can be found in some 

24 per cent of industrialised countries. A key result of such exceptions has been the development 

of ‘extreme work’ hours, most of which are unpaid. It is reported that managers in the UK work 

the longest hours in Europe, with 42 per cent working in excess of 60 hours a week. This phe-

nomenon runs alongside evidence that work has also intensified ( Burke and Cooper, 2008 ).  Hewl-

ett and Luce (2006)  describe the amalgamation of these two factors, in the work of ‘high earners’, 

as the basis for the creation of ‘extreme work’. Such work is portrayed as combining elements 

(adapted from  Hewlett and Luce, 2006 ) such as: 

   ●   unpredictable workflow;  

  ●   fast pace within tight deadlines;  

Working Time Regulations 1998 
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  ●   scope of responsibility that amounts to more than one job;  

  ●   work-related events outside regular working hours;  

  ●   availability to clients and/or more senior managers 24/7;  

  ●   large amounts of travel;  

  ●   a large (and increasing) number of direct reports;  

  ●   physical presence at the workplace on average at least 10 hours a day.   

 For reward managers, these elements present few problems because they tend to either describe 

the role chosen and adopted by the individual or take place within the terms of the existing 

contract of employment. As such, they are rewarded by existing reward structures, including 

PBR and other personalised reward agreements. In their survey of US business managers and 

professionals, Hewlett and Luce ( 2006 : 54) found that 91 per cent cited unpredictability as a key 

pressure point, while 86 per cent also included increased pace within tight deadlines, 66 per cent 

included work-related events outside normal hours, and 61 per cent included 24/7 client 

demands. Perhaps the words of the eighteenth-century washer-woman Mary Collier are equally 

applicable to modern managers and professionals, both male and female (quoted in  Thompson 

1991 : 81): 

  Our toil and labour daily so extreme, that we have hardly ever the time to dream.  

 From this discussion we can begin to see that legislative activities, while a key source for ele-

ments that influence reward structures, are not the only, or perhaps the most important, 

influences.  

  Internal/organisational factors and the influence of sector 

 In addition to reflecting factors in the external environment, an organisation’s chosen approach 

to reward will be shaped by the idiosyncratic nature of the firm and sector-specific factors. 

There are no hard and fast rules, so the full plethora of reward choices is theoretically at the 

disposal of the organisation. As far as its capabilities stretch, the organisation must seek to 

develop an approach to reward that is compliant, cost-effective and capable of attracting, retain-

ing and motivating employees commensurate with the needs of the business. It is beyond the 

boundaries of this chapter to discuss in detail the complex configurations of reward and cor-

responding internal drivers that are likely to be significant in each case. Instead, a more general 

stance is adopted, which notes some of the discernible differences between reward practices 

according to workplace characteristics such as ownership/sector, unionisation and workplace 

size. We return to these themes in the final part of the chapter, where contemporary trends in 

pay and reward practices are discussed against the rhetoric of heightened strategic use of 

reward. 

 Large-scale surveys such as the  Workplace Employment Relations Study  (WERS) and the 

CIPD  Reward Management Survey  allow changes and trends in employee reward practice to 

be tracked over time. They also provide a snapshot of  employee reward practices at the time 

of  the survey. CIPD research provides analysis by firm size (number of  employees), firm sec-

tor (manufacturing and production, private-sector services, public services, voluntary, com-

munity and not-for-profit sectors) and by employee category (management/professional, 

other employees). WERS provides further industry breakdown and, in addition, considers 

the variance between reward practices in unionised and non-unionised workplaces. A sample 

of  observations is drawn from the 2011 WERS  First Findings  ( van Wanrooy  et al. , 2013 ) and 

the 2014–15 CIPD  Reward Management Survey  ( CIPD, 2015 ), and these are shown in 

 Table   13.3   .   

Internal/organisational factors and the influence of sector 
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Pay structures ● According to the CIPD, 50 per cent of all respondents said that their organisations use 
individual rates/ranges or spot salaries to manage base pay; this is the most common type 
of base pay management for all types of employee.

● The management of base pay is an area where there is a marked diference of approach 
between sectors; in public services, and to a lesser extent in voluntary, community and 
not-for-proit organisations, pay spines or some other forms of service-related structure 
form the dominant approach, while in manufacturing and production and private-sector 
services, individual, flexible approaches are commonplace.

Pay determination ● For manufacturing and production companies and private services organisations, the CIPD 
inds that generally ability to pay is the most important factor in pay determination; market 
rates are also a key factor.

● More organisations (30 per cent) seek to maintain a level of internal pay equity 
through the use of a job evaluation scheme along with market rates than just paying 
attention to market rates without simultaneous use of job evaluation (18 per cent of 
all organisations). However, the view by sector is that market rates, underpinned by 
a job evaluation scheme, are used to set base pay in 41 per cent of public-services 
organisations but just 27 percent of private-sector services irms and 24 per cent of 
manufacturing and production organisations.

● Collective bargaining is only a signiicant factor in base pay determination in the 
public-services sector with just under a quarter of respondents to the CIPS Reward 

Management Survey 2014–15 reporting that it is used. Little or no importance is 
attached to collective bargaining across all other sectors.

● WERS concurs and establishes that union inluence over pay and conditions has 
continued to decline since the time of WERS 2004.

● In the intervening period, 2004–2011, collective bargaining coverage in the public sector 
has signiicantly declined. Collective bargaining takes place in less than three-ifths 
(58 per cent) of public-sector workplaces, settling pay for 44 per cent of public-sector 
workplaces, down from over 66 per cent in 2004.

● Strongly unionised workplaces where 100 per cent of employees have their pay set 
by collective bargaining have been a rarity in the private sector for some time and are 
increasingly uncommon in the public sector too.

Pay settlements ● WERS provides data on factors inluencing the size of pay settlements; the survey inds 
that inancial performance of the irm dominates in the private sector but is also a salient 
feature in the public sector.

● The cost of living is mentioned by one-third of workplaces in both the public and 
private sectors as a factor guiding the size of pay settlements, but these igures were 
signiicantly lower than in 2004 when it was mentioned by 75 per cent of public-sector 
workplaces and 55 per cent of private-sector workplaces.

● CIPD reveals that ability to pay, the ‘going rate’ of competitors’ pay rises and the 
movement in market rates were overall the three most important factors in determining 
the size of pay reviews in 2014.

● The Chancellor’s budget 2015 announced a further four-year cap on public-sector pay 
which will see pay rises limited to 1 per cent maximum per annum.

Pay progression ● The 2015 CIPD Reward Management Survey illustrates that length of service is used by 
a higher proportion of public-sector organisations for pay progression purposes than 
organisations operating in the other sectors.

● Overall, across all other sectors, individual performance is the most prevalent criterion, 
although competencies and market rates also feature highly.

● Employers are more likely to progress base pay for reasons relating to employee 
potential, value or retention for managerial or professional staf than for other employees.

Table 13.3  Trends in reward practice

(continued)
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Paying for performance/
incentives

● WERS shows that 20 per cent of employees received PBR in addition to their ixed wage 
and 3 per cent of employees were solely reliant on PBR, the remaining 77 per cent 
receiving a ixed wage only.

● Only 7 per cent of public-sector employees received PBR compared with 27 per cent of 
private-sector employees.

● Just over half (54 per cent) of all workplaces use at least one incentive pay scheme, but 
private-sector workplaces are more than twice as likely as public-sector workplaces to 
do so.

● While the percentage of workplaces using incentive schemes has remained broadly 
stable since WERS 2004, there have been notable changes in the types of schemes used, 
e.g. a move away from PBR towards merit pay and a halving of the use of share schemes 
in the private sector.

● More non-managerial employees now have their performance formally appraised and 
the percentage of workplaces linking pay to the outcome of performance appraisal 
increased between the 2004 and 2011 WER surveys.

Pay dispersion (difference 
between the highest and 
lowest paid employees)

● According to WERS 2011, across all workplaces on average one-tenth of the workforce 
were paid an hourly rate at or below the adult rate of the national minimum wage. This 
proportion stood at 11 per cent in private-sector workplaces and 2 per cent in public-
sector workplaces. Latest data including the National Living Wage were not available at 
the time of writing.

● In 69 per cent of workplaces, no employees were being paid an hourly rate at or less 
than the adult national minimum wage rate. In 9 per cent of workplaces, at least half the 
workforce was receiving this rate.

● Workplaces in the hotel and restaurant sector were most likely to have high proportions 
of low-paid workers.

● Workplaces had an average of 13 per cent of their employees earning an hourly rate of 
£18.01 or more (the highest pay band speciied); 16 per cent in public-sector workplaces 
and 12 per cent in private-sector workplaces.

● In business services and public administration, more than one-third of all workplaces 
had at least a quarter of their workforce earning £18.01 or more an hour.

● The CIPD Reward Management Survey 2014–15 tackles this issue too. It inds a greater 
range of pay within the management and professional category, where the highest 
median earnings are over three times higher than the lowest median earnings, than 
among other employee groups, where the ratio is 1 to 2.9.

● Both the private-services and public-services sectors have more pronounced pay 
dispersion for management and professional employees than either manufacturing and 
production or voluntary, community and not-for-proit organisations. This is largely 
attributable to the signiicantly higher medians at the top of the pay range in both 
private and public services.

● Ratios for management and professionals by size of organisation also show that for 
smaller organisations the ratio between the lowest and highest paid appears to  
diminish.

● The CIPD inds that across both employee categories (managerial/professional and 
other employees), public-sector organisations have the highest levels of pay dispersion 
(gulf between the lowest and the highest paid).

Table 13.3  Continued

(continued)
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 Pay transparency      ●   The 2012 CIPD  Reward Management Survey  contained a new question concerning the 
extent to which organisations are prepared to reveal information to employees about 
pay scales, the provision of benei ts and allowances, grading systems, job evaluation, 
performance-related pay schemes and how dif erent individuals or groups of employees 
are treated in terms of pay decisions. The 2014–15 survey collected similar data, in a 
simplii ed form, by asking respondents about the extent to which their organisations are 
prepared to reveal information to employees about pay and how dif erent individuals or 
groups of employees are treated.  

  ●   Overall i ndings ( CIPD, 2015 ) demonstrate that organisations prefer pay coni dentiality 
over transparency: 56 per cent of respondents agree or strongly agree that they are 
compliant with legislation but very much prefer to keep pay information as coni dential 
as possible, while 41 per cent agree or strongly agree that they actively publicise pay 
information and intend to be as transparent as possible.  

  ●   Private-services organisations in the manufacturing and production sector are the 
most secretive about pay, whilst public services are the most transparent in disclosing 
pay information to employees. This is likely to l ow from the greater application of 
individualised pay arrangements in manufacturing and the private sector, where it tends 
to be viewed as undesirable to reveal individual pay information, whereas the public 
sector has far more collective arrangements, such as pay spines, which are openly 
published within the organisation and so accessible to all.   

Table 13.3  Continued

  Pay determination – internal or external focus? 

 As segments within  Table   13.3    demonstrate, a key decision when setting levels of pay is whether 

to place emphasis on comparability with the external market or internal equity. As referred to 

earlier in the chapter, the lure of the external market would appear to be more compelling for 

private-sector organisations, whereas the greater use of tools such as job evaluation and the equal 

pay review process in the public sector suggeststhat internal equity is more paramount here. 

Ultimately, however, any approach must try to reconcile the need to keep pace with external 

market rates with due concern for internal equity. 

  Suff and Reilly (2006)  argue that, since it was first introduced in the 1920s, the popularity of 

job evaluation as a method for establishing the relative worth of jobs in the organisational hier-

archy has ebbed and flowed according to patterns and fashions in reward management. The 

process has been criticised in the past for being excessively paperwork-driven and costly and too 

rigid to be of value to organisations trying to be adaptable and flexible in the face of intensive 

competitive pressures ( Watson, 2005 ). It fell out of favour in the 1980s and 1990s as more flexible, 

flatter structures became characteristic of typical pay infrastructure, and market rates became 

the key method of setting pay levels ( Suff and Reilly, 2006 ). Now there is evidence that job evalu-

ation is reinventing itself as a credible tool to support structural pay decisions, to provide a 

defence against equal value claims, to support organisations following merger and acquisition 

and to complement broad-banding. Brown and Dive ( 2009 : 29) would appear to agree: 

  By evolving to meet the needs of organisations for more fluid structures, more market- and 

person-driven pay and more talented leaders – as well as performing its traditional function 

as a foundation for fair pay management – job evaluation seems to be securing its place in the 

HR professional’s toolkit for the foreseeable future.  

 Job evaluation is described as ‘a method of determining on a systematic basis the relative impor-

tance of a number of different jobs’ ( ACAS, 2014 ). As demonstrated by this definition and the 

information in  Table   13.4   , job evaluation is a systematic (yet not entirely scientific) process, as it 

Pay determination – internal or external focus? 
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is about making informed judgements, based upon an analytical process of gathering facts about 

jobs (based on job analysis techniques). It is also a structured process which occurs within a 

framework, allowing evaluators to arrive at consistent and rational decisions. Great care must 

be taken to focus on jobs and not on the qualities and performance standards of job incumbents. 

This distinction can sometimes be difficult to separate in practice.  

 It is clear, therefore, that job evaluation is not a ‘perfect’ determinant of job relativities. As 

we can see, it relies to some extent on subjective judgements and, as such, it may present some 

challenges in contemporary workplaces where there is likely to be greater fluidity in job roles. 

Nor does it pave the way for a perfect salary scale or grading structure or direct the organisation 

in terms of how much to pay employees for performing particular roles. It can, however, if 

designed, managed and maintained meticulously, provide the underpinning rationale for grading 

structures and help safeguard against unfair and discriminatory pay decisions.  

  Devising pay structures 

 Whether or not organisations engage systematically with the process of job evaluation or take a 

stronger lead from benchmarking salaries in the external market without recourse to job evalu-

ation techniques, most would agree with Armstrong ( 2015 :178) that pay structures are necessary 

to ‘provide a framework within which an organisation’s base pay management policies are imple-

mented’. Indeed,  Perkins  et al.  (2016)  suggest that grading structures offer the central building 

blocks of an organisation’s HR system, not exclusively for pay but often for conditions of service 

and career development too. The degree of sophistication characterising the design of pay struc-

tures in organisations can vary considerably according to firm size, sector and occupational 

group. For example, smaller firms are generally less likely to operate formal pay structures, 

especially during the formative stages of the business, relying perhaps instead on management 

discretion to set individual rates of pay for employees. However, research in SMEs would indicate 

that, as small firms grow, an informal approach to HRM becomes less tenable ( Mazzarol, 2003 ; 

 Barrett and Mayson, 2007 ;  Barrett  et al. , 2008 ). It is at this point that SMEs are likely to begin 

to inject greater levels of formalisation across a range of HR practices, including reward. Fur-

thermore, the 2014–15 CIPD  Reward Management Survey  points to sectoral and occupational 

differences. Responses indicate that pay spines/service-related structures are prevalent in the 

public services and, to a slightly lesser extent, in the voluntary, community and not-for-profit 

sectors, while individual pay rates or spot salaries are more common in the manufacturing and 

production sector and in private-sector services. By occupation, management and professional 

staff are more likely to be subject to individual pay rates or spot salaries (44 per cent) than other 

employees (33 per cent). 

 According to the  CIPD (2016a) , a pay structure is a selection of pay levels, grades or bands 

which assimilates related jobs within a series or hierarchy. This in turn provides a framework 

Devising pay structures 

 Job evaluation is:  Job evaluation is not: 

     ●   Systematic  

  ●   Consistent  

  ●   A good basis for a fair pay system  

  ●   A way of getting a hierarchy of jobs 
on which to base a grading structure   

     ●   Scientii c  

  ●   An exact measurement of duties 
and tasks performed  

  ●   A way of judging a job holder’s performance  

  ●   A way of allocating pay rates   

 Source:  ACAS (2014) ,  Job Evaluation; Considerations and Risks,  March, p.  5 . 

 Table 13.4    Job evaluation 



492        CHAPTER 13  EMPLOYEE REWARD

within which reward strategies and policies can be applied. Pay structures are designed to serve 

several purposes:

● to bring order and clarity to an organisation in managing pay increases and pay progression;

● to assist with the process of aligning reward strategy with the business strategy;

● to help ensure that pay decisions are fair and justified and protect the organisation against 

equal pay claims.

In essence, a pay structure defines the rate, or range of the payment rate, for jobs within the 

organisational structure. While this might sound a relatively simple task, there are a number of 

design choices to be made:

● Should the organisation establish spot rates for individual jobs or devise a more complex 

structure or series of pay structures?

● How many pay structures are necessary?

● What types of pay structure are suitable?

● If a grading structure is deemed appropriate, how many grades should there be; how wide 

should each grade or band be; and how close should grade differentials be?

Further decisions must subsequently be made about if, and if so how, employees will progress 

through the pay structure (Perkins et al., 2016).

General design features

As a rule, pay structures need to be flexible enough to accommodate change in the organisation or 

in the external market and sufficiently clear for individuals to understand where in the structure they 

are placed and how pay progression is achieved. Spot rates are set rates of base pay for individual 

jobs, independent of one another and not tied to a scale or range. Where there is a spot rate for a 

job, all employees incumbent in the role are paid the same base rate for the job; this may be sup-

plemented by forms of variable pay, such as overtime and shift premium or attendance bonus. Spot 

rates tend to preside in manufacturing and warehouse/distribution centres and in other lower-skilled 

occupations, and they are also relatively common in small firms. On the other hand, they are also 

found at senior levels where the remuneration package may need to be designed to attract a particu-

lar individual (CIPD, 2016a). It is difficult to regard a series of spot rates as a pay structure per se; 

however, spot rates can be customised to personify typical features of a pay structure; for example, 

a mini-series of spot rates (generally referred to as an individual pay range) could be assigned to a 

role such that there is scope to pay a lesser training or learning rate to individuals new to the role, 

a target spot rate for a fully competent employee, and a further (higher) rate to recognise superior 

skill, experience or performance. In other circumstances, organisations may elect to manage spot 

rates in such a way as to incentivise consistently high levels of output. This might be attempted in 

a somewhat punitive fashion, by dropping lower-performing employees to a less favourable spot 

rate, with due regard for specified legal minima, until such a time as higher productivity is resumed.

While, as illustrated, a degree of tailoring is possible, spot rates do not readily offer scope for 

pay progression; rather, they supply a series of detached job rates. Such an approach may be 

eminently suitable where jobs are fairly static in nature, and career development opportunities 

and expectations are limited. In contrast, grading, pay spines and job families more aptly fit the 

description of a framework for the enactment of pay policy. In addition, they offer options for 

pay progression, through the spine, grade or family of jobs, based upon length of service or other 

criteria best suited to the organisation’s strategic business objectives.

A single structure or several structures?

An organisation may be able to design and implement a single pay structure to incorporate the 

entire range of jobs (or the vast majority of jobs) across it. Alternatively, two or more structures 
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may be in place to assimilate different groups of roles represented within the organisation (e.g. 

a manual pay scale and an office and managerial salary structure). Both the National Health 

Service (NHS) and the higher education (HE) sector offer examples of situations in which exten-

sive pay reform, underpinned by job evaluation, has occurred to arrive at a single pay structures. 

The NHS scheme, ‘Agenda for Change’, succeeded in introducing a single national pay scale for 

NHS hospital employees (with the exception of doctors and consultants). Similarly, the National 

Framework Agreement in higher education created a single pay spine for support and academic 

staff in HE institutions.

Pay spines

A pay spine is a series of fixed incremental salary points reflecting all jobs, from the highest paid 

through to the lowest paid, incorporated in the structure. Incremental points may increase at an 

evenly distributed rate throughout the spine; for example, each increment might be set at 

2.5 per cent above the next, from the bottom to the top of the structure. Alternatively, increments 

might be wider at higher levels in the organisation. Pay spines are traditionally found in local 

government or voluntary organisations that mirror local government arrangements (CIPD, 

2016a). In these work environments, pay grades are superimposed upon the pay spine to form a 

structure in which a series of increments applies within each grade. Employees’ annual salaries 

are typically automatically raised to the next incremental point on the basis of length of service. 

This occurs either on an individual basis, triggered by the anniversary of the employee joining 

the organisation, or collectively at a fixed date in the calendar. Except in extreme cases of poor 

performance, where an increment might be withheld or where progression ‘gateways’ have to be 

crossed, employees continue to receive automatic annual increments (and possibly accelerated 

increments awarded according to performance criteria) until such time as they reach the top point 

in the grade. Pay progression thereafter, in the form of increments, is contingent on the employee 

gaining promotion to a higher grade. In some organisations, further additional discretionary 

points may be available beyond the upper limit of the grade boundary, reserved for those employ-

ees who have performed exceptionally throughout the year or those who have made a special 

contribution. In public services, where pay spines are prevalent, uplift to the pay spine is the 

subject of national pay bargaining between trade unions and employers; where a cost of living 

percentage increase in pay is agreed, the incremental scale is adjusted upwards accordingly. At 

present, and for the next few years, as noted earlier in this chapter, the need for public spending 

cuts has resulted in the government imposing a cap on pay increases in the public sector at 1 per 

cent per annum. To summarise, pay spines offer employees a good degree of pay progression 

certainty, however modest, and give employers certainty in terms of total salary expenditure, but 

may be perceived as bureaucratic and excessively rigid.

Explore Thinking about the scale/size and the diversity of role and occupations in both the NHS and the 
HE sector, what types of process do you think are now more easily facilitated following the intro-
duction of a single pay structure?

Key controversy

Automatic increments based on length of service are not at all meritocratic as they fail to recognise ability or talent 
and instead perversely reward age. How is pay progression based on length of service permissible given the anti-age 
discrimination provisions of the Equality Act 2010?
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Graded pay structures

Aside from the use of a central pay spine, organisations opting for a formal pay structure are 

likely to use some form of grading. The general principles of a pay-grading structure are that 

jobs are grouped together into grades or bands, often according to some measure of job size. 

Graded structures require firms to determine how many grades or bands to build into the struc-

ture, the width of each grade (‘bandwidth’), the degree of overlap to configure between grades 

and the size of grade differentials to apply throughout the structure. Jobs should be grouped 

together such that a distinction can be made between the characteristics of the jobs in different 

grades, and the grade hierarchy should broadly take account of the organisational hierarchy. 

Additionally, there should be a significant step in demands on job holders in the next highest 

grade, such that salary differentials can be suitably justified.

Narrow-graded pay structures

Narrow-graded pay structures, or ‘traditional’ graded structures as they are sometimes called, 

comprise a large number of grades, typically 10 or more, with jobs of broadly equivalent worth 

slotted into each of the grades (CIPD, 2016a). As the name would suggest, the width of each 

grade within the structure (‘bandwidth’) is narrow, perhaps amounting to a range where the 

upper salary limit of the grade is anywhere between 20 and 40 per cent higher than the lower 

salary limit (Armstrong, 2015: 181). Salary differentials between pay ranges (the amount by which 

the mid-point of a grade range is higher than the mid-point in the grade below) are likely to be 

somewhere between 5 and 15 percent but can be as high as 25 per cent (Armstrong, 2015: 181). 

There is usually an overlap between ranges, the purpose of which is to provide the employer with 

the scope to recognise and reward a highly experienced and/or qualified employee at the top of 

a grade more generously than someone who is still in the learning zone of the next higher grade 

(see Figure 13.4). Ultimately, however, individuals placed in the higher grade have greater scope 

for salary progression. They will be able to move closer towards, and eventually beyond, the 

target rate for a fully competent employee within the grade, contingent upon satisfying the cri-

teria for pay progression used by the organisation.

For illustrative purposes, Figure 13.5 shows a single narrow grade with a bandwidth of 

40 per cent, while Figure 13.6 shows an extract of a narrow-graded pay structure where the 

Figure 13.4  Grade zones.

Learning zone

Target rate/reference point, reflects market rate

High performance zone

Figure 13.5  Narrow salary grade – 40 percent bandwidth.

Lower level salary
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(aligned to market rates, lower, median or upper quartile)
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£20,000

£24,000

£28,000
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bandwidth is 40 per cent throughout the structure, a grade overlap of 20 per cent is applied and 

the differential between grades is set at 20 per cent.

It is common practice to identify a reference point or target rate in each grade which is the 

rate for a fully competent individual who is completely qualified and experienced to execute the 

job to the required standard. This target rate is frequently, but not always, the mid-point in the 

range, aligned to market rates for similar jobs and set in accordance with the organisation’s pay 

stance (upper, median or lower quartile).

Broad-banded pay structures

In contrast to a narrow-graded pay structure, a broad-banded structure involves the use of a small 

number of pay bands, normally around 5, although in the range of 3 to 10 (Rose, 2014: 102), 

each with a bandwidth of 30 per cent to 80 per cent (Armstrong, 2015: 183) or sometimes as wide 

as 100 per cent (CIPD, 2016b). The broader salary range attached to bands in the structure gives 

employers greater flexibility than is possible in a narrow-graded structure and is arguably more 

suitable for use in flatter organisations where employee development and career progression are 

not inextricably linked to vertical movement through the hierarchy. Flatter organisations tend to 

develop a more flexible outlook as far as careers are concerned, promoting lateral career develop-

ment and ‘zig-zag’ careers. While narrow grades might inhibit such moves, broad bands allow 

employers to recognise and reward non-vertical career movement and role growth. For broad-

banded structures to operate effectively, the organisation must reposition its own and its work-

force’s perceptions in terms of career development and salary progression and so manage 

expectations accordingly.

A further feature of broad-banded pay structures is that they afford employers greater latitude 

in establishing starting salaries and so the opportunity to pay more to attract suitably qualified 

and experienced staff to ‘hard to fill’ positions. While this facility might be perceived as useful, 

Figure 13.6  Extract of narrow-graded pay structure.

Min. £34,560

Midpoint £41,472

Max. £48,384

Min. £28,800

Midpoint £34,560

Max. £40,320

Min. £24,000
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Max. £33,600

Min. £20,000

Midpoint £24,000

Max. £28,000
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Explore ● Is there a grading structure within your organisation?

● How many grades/bands exist within your own organisation?

● Would you classify your own organisation’s pay structure as broad-graded, broad-banded or 
traditional (narrow-graded)?

● What advantages and disadvantages are associated with the pay structure in place within your 
own organisation?

especially in tight labour markets, the opportunity to place an employee on a salary anywhere 

within the wide range between the band minimum and maximum gives managers the discretion 

to apply individual differentiation and therein licence to cloud any notion of transparency  

(IDS, 2006). Where this is the case, broad-banding would appear to heighten the risk of an equal 

pay claim while simultaneously loosening the employer’s rein on the pay budget, potentially 

leading to higher reward costs. So can pay levels be managed fairly and cost-consciously within 

a broad-banded pay structure?

Managing pay within a broad-banded pay structure

The CIPD (2016b) was quick to realise that, although modern broad-banded structures allow 

greater flexibility and wider scope to reward employees for performance or some other measure 

of contribution, there is a need to maintain control over the pay budget. A range of techniques 

can be used to assist with controlling pay progression more systematically within a broad-banded 

structure. Some organisations have sought to mark out zones within bands to indicate the 

expected salary range for particular roles. The salary level reflected in the zone is likely be arrived 

at by benchmarking with comparators in the external market. Similarly, a series of target rates 

for particular jobs in the band could be identified and superimposed upon the band to denote 

the market rate for a fully competent individual performing in the job. Further, a series of bars 

or gateways can be etched into the band to serve as thresholds. To cross a threshold and thereby 

access the higher salary zone beyond the bar, job holders might be required to demonstrate 

defined competency levels or reach particular standards of performance. These methods of 

managing pay within a broad-banded pay structure would appear to improve transparency and 

provide a surer basis for ensuring equal pay for work of equal value. The role for job evaluation 

in establishing a hierarchy of jobs within a broad-banded structure is also more apparent where 

zones or target rates for roles are incorporated.

Helpfully, in the midst of debates surrounding the relative merits of narrow-banded and 

broad-banded structures, the CIPD (2016a) introduced the term broad-graded pay structures. 

The term ‘broad-graded’ denotes a pay structure which is in essence a hybrid of a narrow-banded 

and a broad-banded structure, typically with between six and nine grades. Broad-graded struc-

tures, it is argued, can help to resolve the issue of ‘grade drift’, which can occur as a consequence 

of the short spans in a narrow-graded structure as broad grades offer more scope for progression 

without the need for promotion to the next grade. They may also counter the problems of 

untrammeled pay acceleration through a broad band, as discussed above, as the distance to travel 

(bandwidth) is not so expansive.

Number of 

bands

Senior 

executives

Managerial/

professional

Staff/manual

3 or less

4−5

6−9

10+
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  Job families 

 Finally, pay structures can be characterised wholly or partially by the use of job family structures. 

A job family structure consists of separate grade or pay structures for a series of jobs which are 

related by virtue of the activities carried out and the basic skills used. The jobs, though, will be 

differentiated by the level of responsibility, skill or competence required. Usually around six to 

eight levels are represented within a family structure ( CIPD, 2016a ), ranging from lower-ranking 

jobs through to higher-ranking posts. In essence, this approach to devising pay structures treats 

different occupations or functions separately and results in a series of pay ladders for different 

sets of jobs. Alternatively, a single job family structure could co-exist with a mainstream pay 

structure in an organisation where the family of jobs concerned cannot easily be assimilated in 

the mainstream structure without giving rise to anomalies. In practice, job family pay structures 

are beneficial where an organisation needs to recruit to job roles within a particular occupational 

group and there is fierce competition in the labour market forcing the price of wages up. A job 

family pay structure allows the organisation to align to the external market more closely and so 

improve its chances of attracting and retaining adequate resources.   

  Pay progression 

 As Wright ( 2004 : 78) argues, ‘there is little point in organisations having elaborate pay structures 

unless they are offering employees some progression opportunities for their pay  within  the pay 

structure’. A number of means are at the organisation’s disposal to manage employees’ move-

ment within the salary structure; indeed, the way in which this is done in different types of 

organisation tends to vary far more than actual levels of wages and salaries ( Perkins  et al.,  2016 ). 

How organisations pay portrays their stance on reward and is in many ways a more strategic 

decision than how much to pay. Where a strategic approach to reward is manifest, methods of 

pay progression will be informed by a clear notion of the organisation’s values and strategic 

imperatives, such that the ‘right’ individuals are recognised and rewarded for the ‘right’ behav-

iours. As was suggested earlier in this chapter, strategic approaches to reward are not universally 

applied, and even where they are, weaknesses and difficulties often mire best efforts. Where pay 

progression is concerned, sometimes pragmatic decisions, underscored by the lack of resources 

and expertise to design and manage more elaborate pay progression mechanisms, drive organisa-

tions to apply blanket solutions such as automatic annual increments linked to employee service 

and across-the-board percentage pay increases. Indeed, for some organisations and the stakehold-

ers involved in the particular employment relationship, annual service-related increments and 

unified pay awards may signify equity, parity and transparency and therefore be viewed more 

positively than other means of salary progression. 

 However, while service-related pay progression rewards the build-up of expertise in the job 

and may help employers with retention, it risks signalling to employees that longevity of service 

is more important than the quantity and/or quality of the work undertaken and the manner in 

which work is conducted. Similarly, universal pay increases, resulting in the same pay award to 

everyone regardless of their contribution, fail to take into account other factors that might justifi-

ably be used to determine the speed and scale of individual salary progression. Service-related 

increments are a traditional method of pay progression in the public sector, but, as we have seen, 

they are less frequently used by private-sector employers, who tend to prefer mechanisms that 

reward other factors such as performance, competence and skill ( CIPD, 2015 ). The 2014-15 CIPD 

 Reward Management Survey  and the 2011 WERS ( van Wanrooy  et al.,  2013 ) also show that the 

use of collective bargaining, resulting in the same percentage pay increase for represented groups 

of employees, is more prevalent in the public sector than it is in private-sector and voluntary-

sector organisations. The popularity of collective bargaining as a mechanism for settling pay and 

terms and conditions is, however, declining overall. 

Pay progression 
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By contrast, a number of alternative means of managing salary progression are available and 

some of these are discussed in the following sections.

Individual performance-related pay (PRP)

Performance-related pay links individual pay progression with employee performance. The basic 

notion of individual PRP is that the promise of rewards contingent on performance will incen-

tivise employees to perform optimally, thus raising individual performance and leading to 

improved levels of organisational performance. Within a PRP scheme, employee performance is 

typically assessed against pre-set targets or pre-agreed objectives, often at appraisal time, 

although a separate pay review meeting could be used to determine a PRP increase. PRP pay-

ments may be consolidated into base pay or paid as a bonus (variable pay). PRP schemes ebb and 

flow in popularity and have been the subject of much controversial debate in the reward literature. 

In particular, the supposed causal link between PRP and performance or productivity has been 

heavily questioned (Kessler and Purcell, 1992; Thompson, 1992; Marsden and Richardson, 1994). 

Indeed, rather than glowing accolades heralding the benefits of PRP, much attention has been 

drawn to the potential negative ramifications associated with using it. Reservations tend to 

revolve around the following issues:

● PRP schemes operate on the basis that employees will be motivated by money, whereas moti-

vational theories suggest that money is not the only motivator, or even necessarily an effective 

motivator.

● The size of the ‘pay pot’ and how to divide this appropriately commensurate with individual 

performance achievements.

● Problems associated with measuring performance in a fair and objective manner.

● The ability of managers to manage the award of PRP; to make, communicate and justify dif-

ficult and potentially divisive reward decisions.

● Potential for pay discrimination/bias.

● Potential harm to efforts to engender teamwork as individual PRP encourages employees to 

focus on their own performance targets or objectives without concern for the greater good of 

the team, department or wider organisation.

● Focus on output/outcomes, but not the means used to accomplish performance outcomes.

Furthermore, Kessler and Purcell (1992) argue that linking assessments of performance to pay 

can induce tunnel vision, whereby employees concentrate on those aspects of their job that trig-

ger pay increases and ignore other parts of their role. They also suggest that the limitations of 

the pay pot may mean that even employees with positive appraisal ratings only receive relatively 

small payouts that fail to measure up to the ‘felt fair’ principle. In view of the criticisms levelled 

against individual PRP, the CIPD (2015a) notes that the notion of linking pay to a wider defini-

tion of employees’ contribution has gained ground. In this approach, individual performance is 

assessed taking into account processes and behaviour (how the employee has contributed), not 

simply the end result that has been achieved.

Pay for contribution

As indicated above, interest in paying for measures of contribution is partly prompted by concern 

that individual PRP takes too narrow an interpretation of performance by focusing on end results 

in isolation. Organisations expressing a preference for contribution-related pay signal an interest 

in how outcomes are achieved as well as the outcomes themselves. Indeed, the way in which 

employees conduct their work and the attitudes and behaviours they display may have been 

identified by such organisations as a critical factor in securing competitive advantage, so to try 

to match pay to softer measures of behaviours as well as harder results data would seem to 
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indicate an attempt to design a pay progression mechanism that places due emphasis on strategic 

fit. Armstrong (2015: 214) defines contribution-related pay as ‘a basis for making pay decisions 

that are related to both the outcomes of the work carried out by individuals and their inputs in 

terms of the level of competency that have influenced these outcomes’. It is thus an attempt at a 

mixed, blended or hybrid method incorporating the ethos of PRP and competence-based pay. It 

means paying for performance (results achieved) and factoring in reward based on evidence of 

the competency level achieved (see Figure 13.7).

The mechanisms used to pay for contribution can vary considerably. Recognising that paying 

for contribution incorporates multi-dimensional measures, some organisations reward the acqui-

sition and display of required competencies in base pay, and reward results achieved with an 

unconsolidated bonus (variable pay), while others arrive at a composite increase in base pay, 

taking into account both competence and results payouts. Rewards can also be given for combi-

nations of organisational, team and individual performance, not just the latter (Brown and 

Armstrong, 1999).

Competence-related pay

Competence-related pay, used alone as means of pay progression, adopts a relatively narrow focus 

akin to the use of individual PRP; however, emphasis is placed on employees’ input to the job, 

rather than performance or output. The aim of competence-related pay is to encourage and 

reward the development of particular competencies desired by the organisation. It amounts to a 

method of paying employees for the ability to perform as opposed to paying for performance 

(Armstrong, 2015). The introduction of competence-based pay requires a competency framework 

to be in place and a means for measuring individual competence levels to be agreed and under-

stood by managers and employees alike. Table 13.5 summarises the advantages and disadvantages 

of competence-related pay.

Figure 13.7  Contribution-related pay.
Source: Adapted from Armstrong (2015: 215).
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Advantages Disadvantages

● It rewards people for what they are capable of doing, not 
for results over which they might have little control

● The problem of measurement – determining the 
performance criteria upon which competencies are based, 
the complex nature of what is being measures and the 
relevance of the results to the organisation

● Avoids the overemphasis in performance-related pay 
schemes on quantitative and often unrealistic targets

● Deciding on what the organisation is paying for is complex –  
behavioural competencies or technical competency 
(or both)? Measurement issues are bound up with this 
decision too

● It can be part of an integrated competency-based approach 
to HRM

● Can be interpreted as paying for an individual’s personality 
traits when what is required is a way of measuring how well 
an individual applies their attributes to perform a particular 
task

Table 13.5  The advantages and disadvantages of competence-related pay

(continued)
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Skills-based pay

Skills-based pay in the UK has mainly been used to reward manual workers (Armstrong, 2015: 

293), but they are expensive schemes to introduce and maintain and for this reason have not been 

widely adopted. The aim of skills-based pay is to encourage employees to acquire additional 

skills, units of skill or specific qualifications that are deemed important to meet business needs. 

Skills-based pay might be closely tied to units and levels of qualifications set out in modular 

qualification frameworks such as those followed by skilled workers and apprentices; alternatively, 

the organisation may identify discernible skills or blocks of skills and arrange these in a hierarchy 

to indicate progressive skill levels. Marchington et al. (2016) identify both constraints and ben-

efits in the use of skills-based pay. They argue that organisations must be able to anticipate and 

plan for future skills needs some years ahead to ensure that they are rewarding for the acquisition 

of the right skills. They also warn that such a scheme may create frustration and de-motivation 

amongst employees who exhaust the skills hierarchy and so lose access to pay progression. The 

costs of skills-based pay must also be carefully monitored both in terms of the investment in 

training to underpin the scheme and in terms of the identification and utilisation of the skills 

rewarded. While skills-based pay is likely to encourage a desire for upward mobility and thirst 

for skills acquisition amongst workers, thus enhancing organisational quality and capability, 

great care must be taken to ensure that only skills that are used are paid for, otherwise costs will 

escalate and the organisation will fail to profit.

Team-based pay

Team rewards involve linking pay increases or a portion of individuals’ pay increase to an assess-

ment of performance at the team level rather than at an individual level. Team-based pay is 

essentially a variant of individual PRP, designed to reinforce collaborative working and team 

results. Pay for the achievement of team objectives or targets is usually paid in the form of a cash 

bonus and shared equally among team members or distributed in accordance with a formula, 

using a percentage of base salary as the means of calculation (Armstrong, 2015). Armstrong and 

Murlis (1998: 395) contest that ‘the case for team pay looks good in theory but there are some 

formidable disadvantages’, as follows:

● Its effectiveness relies on the existence of well-defined and mature teams; this is problematic 

as not all teams will display these characteristics. And, as Armstrong is keen to point out (2015: 

235), in an strange twist, highly cohesive teams do not always operate in the interests of the 

organisation since team members can exert pressure to ensure that everyone works at the same 

rate and avoid ‘rate busting’, thus suppressing team performance as opposed to raising it.

● Distinguishing individual team members’ contributions to the team could be problematic.

Advantages Disadvantages

● It its with the concept of human capital management 
which emphasises the skills and competencies people 
bring with them to the workplace

● Confusion between paying for possession of the 
competency and use of the competency – schemes 
should measure use of competencies but then this can 
only be done so with reference to performance and so 
competency-related pay and performance-related pay 
begin to look remarkably similar

● It is all about paying for the person ● Generic competencies are hard to measure and they are 
not necessarily connected to successful task performance 
in a prescribed work role

Source: Compiled drawing on text from Armstrong (2015: 213).

Table 13.3  Continued
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● It can be difficult to develop fair and objective methods for measuring team outcomes.

● Team rivalry may develop.

● Organisational flexibility may be hampered in the sense that employees in high-performing, 

well-rewarded teams might be unwilling to change roles.

● High performers in low-achieving teams may feel unduly penalised and dissatisfied.

Armstrong (2015) highlights that to overcome the problem of overlooking high performers and 

risk de-motivating them, special achievement bonuses or sustained performance bonuses could 

be payable to individuals within teams who are recognised as making an exceptional contribution 

to the performance of the team. He points out that awarding equal amounts to all team members 

when in reality contributions of team members are rarely the same may damage team perfor-

mance, as team members would not be incentivised to do more than others. To add to the cata-

logue of problems that team pay appears to generate, Perkins et al. (2016) highlight the issue of 

the ‘freeloader’ as a particular issue. If individual performance within the team is not clearly 

discernible or is not closely monitored, those who fail to perform a fair share of the work may 

well remain eligible for the reward, resulting in resentment and disharmony within the team. Not 

surprisingly, the findings from the 2014–15 CIPD Reward Management Survey show that group 

or team-based performance-related reward schemes remain less common than individual-based 

schemes, reflecting the largely individualised nature of UK reward management. Of the organisa-

tions in the survey stating that they operate performance-related pay schemes, 99 per cent operate 

individual-based schemes whereas only 60 per cent operate group-based schemes, showing that 

many organisations will be operating hybrid team/individual schemes. Further, some of these 

group schemes will be based on organisation-wide measures or measures at a divisional/business 

unit level as outlined in the segment below rather than directed at small teams/work group level.

Pay progression based on measures of organisational 
performance

Finally, there are three main ways in which individuals’ pay can be linked to organisational per-

formance, namely gain-sharing, profit-related pay and share-ownership schemes. The general 

premise of all three schemes is that by linking pay to organisational performance, employees will 

be encouraged to focus on value-added activities and will identify more closely with the goals of 

the organisation. Where the organisation is successful as a result of employees’ efforts and con-

tributions, due rewards are passed to employees in the form of a consolidated payment, a one-off 

cash payment (unconsolidated, variable pay) or the issue of company shares, and hence a finan-

cial stake in the organisation, where the preferred method of linking pay to organisational per-

formance is a share-ownership scheme. Share schemes are considered to be long-term collective 

rewards and employees’ fortunes are clearly dependent on the longer-term success of the organi-

sation and the resultant rise and fall in share prices. Profit-sharing and gain-sharing, on the other 

hand, are collective rewards applied at organisational level which tend to deliver the reward 

within a period of 12 months or less. Briefly, gain-sharing schemes apply a formula to award 

individuals a share of the financial gains made by the organisation as a result of improvements 

in quality, productivity enhancements or cost-reduction strategies assisted by employees. Profit-

related pay or profit-sharing, on the other hand, typically rewards employees with a slice of the 

company profits generated over and above a pre-specified profit target or level.

The latest CIPD Reward Management Survey (2015) shows that gain-sharing occurred in 20 per 

cent of organisations participating in the study for management and professional employees, or 

for other employees, or for both categories of staff. As an approach to group reward, gain-sharing 

was more likely to be found within private-sector services than in other sectors. Profit-sharing 

schemes were shown to be present in 40 per cent of all organisations and were marginally more 

popular in the manufacturing and production sector than in private-sector services. Information 

on the prevalence of share-ownership schemes was collected in the previous CIPD Reward Manage-

ment Survey (CIPD, 2013); at the time 26 per cent of respondents to the survey had such a scheme.
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  Concluding comments 

  Trends in reward practice: Towards a strategic approach or more 
traditionalism? 

 Since the early 1990s, ‘new pay’ enthusiasts ( Lawler, 1990 ,  1995 ,  2000 ;  Schuster and Zingheim, 

1992 ) have consistently promoted the efficacy of transforming pay and reward such that they 

serve as a more effective driver of organisational performance. In essence, ‘new pay’ or ‘dynamic 

pay’ ( Flannery  et al. , 1996 ) advocates a far more managerialist view of the design and application 

of reward tools, resonating with the acclaimed superiority of strategic approaches to reward and 

the notion of ‘total rewards’. Its key ingredients include a greater proportion of variable pay, a 

move away from rigid payment structures to fluid and flexible ones, pay centred on the person, 

not on the job, pay progression dependent on performance, competence, skills, contribution or 

some other form of contingent pay and a shift away from collectivism to individualism in reward. 

Such practices are considered to offer the organisation greater agility to reward individual 

employees commensurate with the impact they make upon critical business objectives and greater 

control over the pay budget. In this final part of the chapter, we briefly discuss the extent to which 

organisations in the UK appear to echo the new pay rhetoric by identifying ability to support 

business goals as the top priority when setting reward objectives and favouring new pay practices 

over traditional approaches. 

 As we have learned throughout this chapter, there are a multitude of ways to do reward. At 

the same time, there is a strong tide running through business textbooks, the HR practitioner 

press and the professional body, persuading organisations that the right way to do reward is to 

align it with business strategy. Much of the evidence would suggest that, despite the pressure to 

make the link to business strategy and indeed an intention on the part of organisations to do so, 

few can claim a truly strategic approach to reward. Indeed, the 2012 CIPD  Reward Management 

Survey  distils reward strategy down to measures of the proportion of organisations engaging in 

competitive remuneration positioning relative to comparative organisations, whilst subsequent 

CIPD  Reward Management Surveys  are silent on strategic reward, electing instead to focus on 

key operational issues such as pay progression practices, pay dispersal, transparency and the 

types of incentive and recognition scheme in place. 

 While there might be flimsy data to verify a swell of close adherence to the principles of a 

fully-fledged reward strategy, there is evidence that elements of ‘new pay’ are permeating reward 

practices, particularly, but not exclusively, in the private sector. In the private sector we see greater 

use of broad-banded pay structures, greater reference to market rates when determining salary 

levels and a higher propensity to use more varied and individualised methods of pay progression. 

Only in the public services sector did more than half of respondents report that base pay progres-

sion occurs with reference to employees’ length of service ( CIPD, 2015 ). The decline of collective 

bargaining in the private sector and the rise in PRP would also seem to indicate that a managerial 

agenda of individualism and greater use of contingent pay in place of uniform rates for jobs is 

winning through ( van Wanrooy  et al. , 2013 ). By contrast, large sections of the public sector, at 

least in non-managerial roles, remain steeped in traditionalism.    

     Summary 

 This chapter began by outlining seven key objectives and these are revisited here: 

   ●   Historically, the area of HRM that we now recognise and understand as employee reward 

primarily concerned wages and payment systems and the ways in which these could be used 

Concluding comments 
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to exert control over both sides of the wage/effort bargain, enlarge the area of managerial 

control and so maximise organisational profitability.

● In the contemporary era, employee reward is defined more broadly to include base pay, vari-

able pay, benefits and non-financial rewards.

● Reward is now recognised by many employers as a key strategic lever that can be used to shape 

employee behaviour such that it supports and reinforces business goals. Strategic approaches 

to reward emphasise the importance of matching reward systems and practices to corporate 

strategy, and integrating reward such that it complements other HR policies and practices. 

Debates persist, however, as to the precise contribution that reward can make to business 

performance, and doubts are cast on the ability of employers to design and implement reward 

strategy effectively. There would appear to remain a gap between rhetoric and reality in this 

respect.

● There are no right and wrong approaches to employee reward; rather, a range of choices exists 

from which organisations must select the approaches which best meet the needs of the business 

and are manageable and affordable. Key choices entail whether to pay for the person or for 

the job, whether to centralise or decentralise reward decision-making, whether to place pri-

mary focus on internal equity when determining pay or to be more concerned with external 

benchmarks, whether to build hierarchy into the reward system such that there are seniority 

or status-related rewards or to devise a harmonised, single-status approach and how to deter-

mine the precise nature of the reward ‘mix’.

● Reward decisions are influenced by a range of factors in the external operating environment. 

In particular, the economic climate affects employers’ ability to pay and it guides organisations 

in determining salary levels/size of the pay review. The legal framework surrounding reward 

is designed to protect the low-paid, set standards for hours of work and holiday entitlement 

and ensure equal pay for work of equal value.

● In practice, approaches to reward are influenced by the size and nature of the organisation, 

the presence of trade unions, ownership/sector and types of worker employed.

● Notable differences emerge between the public sector/voluntary sector and not-for-profit sec-

tors and organisations in the private sector in terms of favoured methods for establishing pay 

levels, the design of pay structures and the criteria for pay progression, although the gulf 

between the types of practice typically adopted by the public sector and those practiced by 

organisations in the private sector is closing.

● Despite the rhetoric of ‘new pay’ and the resounding case for strategic approaches to reward, 

traditionalism is still very much in evidence, alongside experimentation with the new.

Questions

1 What is meant by the term ‘smart rewards’?

2 Discuss the significance of non-financial rewards in times of pay restraint.

3 Explain what reward specialists mean when they use the term ‘variable pay’.

4 Suggest why strategic approaches to reward appear to be challenging for organisations.

5 Identify the key features of the legislative framework affecting pay practices.

6 In a grading structure, why are the salary points at the top of one grade and the base of the 

next grade invariably designed to overlap with one another?

7 Identify an organisational context in which job family structures are likely to be Beneficial. 

Why are job family structures suitable in this context?

8 Explain how pay related to contribution differs from both individual performance-related 

pay and competence-based pay.
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Case study
Zizzi cuts staff perks as minimum wage increases

The private-equity owned restaurant chain Zizzi has become 
the latest business to respond to the higher minimum wage 
by cutting staff perks and benefits. The share of the service 
charge and credit card tips that waiters keep has been 
reduced, while free food for staff has been restricted to a 
margherita pizza or a plate of spaghetti. The Italian food 
chain, which is owned by Bridgepoint, joins Tesco, Caffè 
Nero and many others in chipping away at staff benefits 
after the government increased the minimum wage for 
workers aged 25 and over to £7.20 an hour.

Zizzi told employees on April 1st 2016 it would introduce 
a discounted menu for all staff, but pared back the free food 
menu for those working six or more hours. ‘The range of 
dishes available for the free staff food will be reduced to 
either a margherita pizza or a spaghetti pomodoro,’ it 
wrote in a note to staff, which the Financial Times has seen. 
The company also told waiters they would now only keep 
50 per cent of the credit card tips and service charge, with 
the remainder to be shared out among supervisors and 
kitchen staff. The split was previously 70:30. A Zizzi spokes-
man confirmed the changes were part of a ‘comprehensive 
review’ of pay and benefits triggered by the introduction of 
the living wage. He said the food policy would save a small 
amount of money but would also be more equitable, while 
the redistribution of tips was fairer to kitchen staff.

In the wake of the minimum wage rising, Tesco reduced 
its Sunday pay for store workers from double pay to time-
and-a-half; home furnishings retailer Dunelm scrapped 
double pay on bank holidays; and Caffè Nero recently 
stopped giving employees a free panini during shifts. B&Q 
has also reformed its pay and rewards scheme, lifting basic 
pay to above the minimum wage for all workers at the 
expense of extra pay on Sunday and bank holidays. An 
online petition against the decision attracted over 140,000 
signatures; B&Q has since offered staff compensation ‘so 
that no one will lose out for the next two years’.

The government, which has trumpeted the rise in the 
minimum wage with the slogan ‘Britain deserves a pay rise’, 
is dismayed by the way some employers have responded. 
Last week, George Osborne complained that ‘it’s not the 
spirit of the law. Companies should be much more careful 
about their reputation.’ The phenomenon is widespread, 
according to Simon Rice-Birchall, an employment lawyer at 
Eversheds. ‘There are a lot of employers who’ve made 
changes but haven’t been named and shamed’, he said. ‘I’ve 

seen bonuses looked at, shift premiums, overtime, whether 
or not you get double on a Sunday, whether or not you get 
time-and-a-half on a Saturday – all things being chipped 
away at with a view to finding money’. While it is hard to pin 
down how many employers have done this, a recent survey 
from XpertHR suggests that a significant minority of 
employers have pursued a ‘zero-cost approach’ by either 
cutting bonuses or discretionary payments (15 per cent) or 
the amount spent on staff benefits (11 per cent). However, 
the Low Pay Commission, the expert body that oversees the 
minimum wage, warned employers that they would not be 
able to rely on cost-cutting measures alone to cope with 
the change. The minimum wage is to keep rising every year 
until it reaches £9 an hour by 2020 for those aged 25 or 
over. Squeezing staff costs was ‘unlikely to be enough: it [is] 
clear that for some, the path to 2020 will require business 
models to change significantly’.

Analysts also warned that aggravating staff with bonus 
pay cuts was unlikely to yield long-term results. ‘More than 
ever, staff need to be “on message”, enthused and adding 
value’, said Jonathan Pritchard, an analyst at Peel Hunt. ‘If 
they are coming to work irritated by something in their 
remuneration package then they are doubtless going to be 
less inclined to help the shopper than a sensibly rewarded 
and valued member of staff’. Clive Schlee, chief executive 
of sandwich chain Pret a Manger, recently told the FT that 
‘under no circumstances’ would he cut bonus pay for staff. 
‘I’m very conscious about how hard our staff work – how 
cheerful they are and how motivated they are when but-
tering the bread. All that is very important and you simply 
can’t afford to alienate your staff ’, he said. Mr Osborne 
hopes the policy will break Britain out of its ‘low pay, low 
productivity trap’ by compelling employers to boost invest-
ment and training so their employees are ‘worth’ the higher 
wage. However, some economists fear companies will sim-
ply raise prices or make do with fewer workers.

At Zizzi, staff were told the policy was intended to ‘cre-
ate a stronger collaborative team’. However, one worker 
said they should have increased the wages of kitchen staff 
instead of taking tips away from waiters. ‘What annoyed me 
is that instead of improving the condition of the kitchen 
staff, they’re trying to scrape money from other places’. 
Zizzi’s spokesman said the tips decision was made by a 
committee of staff members and was not done with the 
purpose of maintaining pay differentials between waiters 



and other workers. However, Dave Turnbull, national 
officer at the Unite union, said it was ‘stretching credibility 
beyond belief to imply that it is purely coincidental that an 
additional 20 per cent of waiters’ tips was voluntarily redi-
rected to the kitchen by an independent staff decision at 
precisely the same time as the company had to comply 
with the new statutory hourly rate of £7.20’. ‘This is clearly 
the same old pattern of a major high street restaurant chain 
failing to pay its staff a wage they can actually live on and 
taking it for granted that their customers will mitigate the 
impact of low wages through leaving tips’, he said. 

 Source: Sarah O’Connor and Paul McClean, Source:  FT.com , 25 April 
2016; © 2016 The Financial Times Ltd. 

  Questions 

  1    The case study above suggests that the introduction of 
the National Living Wage in April 2016 has prompted 
some organisations to trim staff benefits and alter terms 
of employment in relation to overtime and weekend 
and bank holiday rates in an effort to cushion the impact 

of a higher wage bill on profitability. Is this an under-
standable and reasonable approach? Critically assess the 
short-term and longer-term implications of this course 
of action for the organisations concerned.   

  2    As  Case Study   13.2    notes, the government has trum-
peted the rise in the minimum wage from April 2016 
with the slogan ‘Britain deserves a pay rise’. From your 
knowledge of the legislative reform in this area and the 
wider social and economic policy pursued by the gov-
ernment, is a pay rise in real terms a genuine lived expe-
rience for most low-paid workers?   

  3    How far do you agree with the sentiments of Paul Schlee 
from Pret a Manger that there is a direct link between 
pay and staff motivation and cheerfulness at work?   

  4    Despite protestations to the contrary, do you think that in 
altering the way in which tips are distributed between 
waiting staff and kitchen staff Zizzi is aiming to maintain 
pay differentials between the two staff groups? How 
important are pay differentials? What are the possible 
consequences for firms when differentials are narrowed?     
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CHAPTER 14
EMPLOYEE VOICE
PETER BUTLER

Objectives

● To determine the meaning of employee voice and explore its constituent 
components.

● To clarify why trade union representation is no longer the dominant mode of 
voice in British workplaces.

● To explore the managerial motivation underpinning the use of ‘direct’ modes 
of voice and examine why certain forms of voice are closely allied to ‘soft’ 
HRM.

● To track shifting public policy vis-à-vis support for different modes of voice.

● To highlight the impact and limitations of European social policy on emergent 
voice regimes.



Junior doctors have rejected a call by their own leader to 
keep working in children’s medical units during the forth-
coming all-out strikes.

Dr Johann Malawana, the chair of the British Medical 
Association’s junior doctors committee ( JDC), suggested 
that providing paediatric cover during the strikes was the 
‘right thing to do’, in a private email to the committee on 
21 March.

Junior doctors in England are due to stage their first ever 
all-out strikes on 26 and 27 April as an escalation of their 
protests against the new contract that the health secretary, 
Jeremy Hunt, plans to impose. Unlike the four walkouts 
they have held since January they will not report for duty 
even in medical settings that provide critical care, such as 
A&E, emergency surgery and maternity.

In his email to the JDC, obtained by the Health Service 
Journal, Malawana said: ‘Having taken a lot of very private 
soundings and talked to lots of people I am going to sug-
gest that any full withdrawal of labour excludes emergency 
paediatric services.

‘I hope the committee will support me in this decision. 
I say that from a [communications] perspective and to try 
and ensure we get the sign-up of [doctors] as well as retain-
ing the reasonable ground, it is the right thing to do’.

Later that day, in a separate email, he said: ‘The reasoning 
being that doctors withdrawing care from children would 
be a difficult line to defend’.

Malawana added that he would be happy to explain 
how on both strike days consultants would be able to cover 
for the absence of junior doctors in other areas of care, 
including childbirth services.

‘But I think it also gives the profession more ability to 
sign up to an escalation and increase participation’, he 
wrote.

Stressing the need to keep the medical profession as a 
whole united behind the juniors’ campaign, he added: 
‘Even [doctors] not in the services covered I think would feel 
more comfortable being able to talk about and point to this 
as something that demonstrates our absolute desire not to 
take [industrial action]’.

Malawana’s suggestion, and the fact that it was rejected, 
is a sign of the private differences of opinion within the 
doctors’ union about the wisdom and potential risks of 
withdrawing care completely.

Source: Campbell, D. (2016), ‘Junior doctors reject call to maintain pae-
diatrics during strike’, 15 April. Online: 2016 http://www.theguardian 
.com/socie t y/2016/apr/15/junior- doc tor s-rejec t-cal l-to 
-maintain-paediatrics-during-strike.

Case study
Junior doctors reject call to maintain paediatrics during strike

BMA chair argues withdrawing children’s medical care during first ever all-out strikes is difficult to justify

Introduction

The topic of employee ‘voice’ continues to attract significant interest in both the academic and 

practitioner communities. Drawing on Lavelle et al. (2010: 396), ‘voice’ is defined here as ‘any 

type of mechanism, structure or practice, which provides an employee with an opportunity to 

express an opinion or participate in decision-making within their organization’. In broad terms, 

the expanding empirical and theoretical focus is related to three dynamics. First, increased inter-

national competition, reaped by globalisation and the desire for enhanced organisational perfor-

mance, has encouraged organisations to seek new means of engaging workers. This links to 

discussions around behavioural change (e.g. motivation and commitment), soft HRM and the 

utilisation of high-performance work systems. Second, the desire for better systems of employee 

representation and corporate governance at European level has found expression through the 

regulation of workforce consultation. A mighty literature has emerged exploring the effect of 

‘mandated consultation’ (e.g. the European Works Council Directive) on the democratic rights 

of employees, the operation of managerial prerogative and the broader macroeconomic implica-

tions of the ‘juridification’ of the employment relationship. Third, the decline in the coverage of 
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trade unions (indirect voice) and a growing ‘representation gap’ (Towers, 1997) have stimulated 

research into the efficacy of ‘alternative’ (direct) modes of voice. Efficiency in this sense is broadly 

understood and concerns both the democratic rights of workers and issues of productivity. The 

argument that employee representation may contribute to both finds voice via the concept of 

social partnership, a development we discuss in some detail.

Distilling the emergent data, it is clear that management is a far more sophisticated actor than 

was the case in the recent past when trade union representation was the dominant mode of voice. 

It is not uncommon to find a ‘dualistic’ direct and indirect approach in operation with trade 

unions, company councils, suggestion schemes, problem-solving groups and attitude surveys all 

utilised within a single organisation. There is evidence to suggest that this ‘pick and mix’ 

approach may yield benefits in the form of organisational performance. The precise configura-

tion utilised will be driven by a range of factors, including ownership, sector, employment size 

and date of establishment (Lavelle et al., 2010). Highlighting the potential ‘bundling’ of interven-

tions, Dundon et al. (2004: 1167) have argued that ‘management is evidently thinking across the 

range of [voice] techniques’. This chapter seeks to explore the changing dynamics of workplace 

voice, shedding light on key developments and controversies. As we shall see, the precise meaning 

of ‘voice’ is ambiguous and the goals sought by the parties to the employment relationship ‘can 

vary on economic, moral and pragmatic grounds’ (Dundon et al., 2004: 1153). Simply put, voice 

can ultimately serve different masters (see Muller and Hoffman, 2001: 76).

Given the potential for semantic confusion, this chapter will begin by looking at the voice 

construct in more depth. Here we draw a distinction between employee involvement and partici-

pation. Armed with some conceptual clarity, the subsequent section explores in greater depth the 

various means by which voice may be operationalised in the workplace, exploring both direct 

and indirect forms. In terms of the latter, trade union representation was once the dominant 

mode of voice within the British workplace. We hence pause to devote significant space to this 

theme, exploring the reasons for the demise of trade union representation and the strategies 

unions have utilised to recapture lost ground. The final section considers the important theme 

of  ‘mandated consultation’, i.e. those modes of  voice driven at supranational EU level 

(e.g. European Works Councils).

Definitions

As Dundon and Rollinson (2011: 276) note, the literature on voice can be confusing. Certainly 

the voice construct has ‘multiple meanings’ (Timming, 2012: 3253) and too often voice is treated 

as a loosely specified concept within which a myriad managerial interventions are collapsed. It 

is commonly accepted nonetheless that voice comprises two discrete components – employee 

involvement and employee participation (EPI) (see e.g. Dundon and Rollinson, 2011: 276). 

Employee involvement and participation, while closely related, are conceptually and philosophi-

cally distinct and have similarly achieved prominence during differing historical periods. While 

writers in this field have long lamented the absence of universally accepted definitions (Pateman, 

1970; Hespe and Little, 1971), we are today fortunate in that the terrain of voice is far less theo-

retically impoverished than it was a generation or so ago. Indeed, following the emergence of the 

topic as a discrete field of study, it is possible to construct a reasonably precise set of concepts, 

bringing some much-needed order to the subject matter. Lewis et al. (2003: 248) have argued that 

‘important differences . . . exist between the concepts in relation to the exercise of power, the 

locus of control, the nature of employee influence, and the driving force behind each approach 

in practice’. More empirically, Marchington (2005) suggests that it is possible to draw distinctions 

in terms of the degree of employee involvement; the form that the involvement takes; the level in 

the organisational hierarchy at which individuals are involved; and the scope of subject matter 

dealt with. In the final analysis, these models suggest that the essence of any distinction centres 

on issues of power and influence.
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Employee involvement

Employee involvement is central to most models of HRM and, as such, the practice of this 

mode of voice is linked to aspects of employee engagement (Dundon and Rollinson, 2011: 

299–303; see also Chapter 11). Employee involvement is of significant contemporary relevance 

in light of the economic downturn – according to Duncan Brown of the Institute of Employ-

ment Studies, mechanisms responsive to employees’ concerns heightened by economically and 

politically turbulent contexts need to do more than manage and to engage people emotionally 

(cited in Gollan, 2010: 441). Hence employee involvement is characteristically seen as a central 

tenet of ‘soft’ HRM, where the focus is upon capturing the ideas of employees and securing 

their commitment and support for corporate goals. Storey (1992: 46) suggests that ‘soft’ HRM 

‘connotes a style of approach whose touchstones are the careful nurturing of, and investment 

in, the human stock’. Legge (2005: 105–6) comments that the soft ‘developmental humanism’ 

model involves:

treating employees as valued assets, a source of competitive advantage through their com-

mitment, adaptability and high-quality (of skills, performance and so on) . . . [T]he stress is 

therefore on generating commitment via ‘communication, motivation and leadership’.

As with HRM, the concept of employee involvement is strongly grounded in unitary theory – put 

simply, it is assumed that managers and employees will ‘march to the same tune’ (see Box 14.1 

and Box 14.2).

Box 14.1 Unitarism

Unitarism is a frame of reference that recognises the shared interests of all members in an organisation. It assumes 
there are compatible goals, a common purpose, and a single (unitary) interest which means that, if managed effec-
tively, the organisation will function harmoniously. This viewpoint assumes that conflict is abnormal and is caused by 
troublemakers, bad communication and poor management.

Source: Heery and Noon (2001: 388).

Characteristically, employee involvement initiatives are promoted by management with a view 

to mobilising the support and tacit knowledge of employees towards corporate goals. Marchington 

and Wilkinson (2005: 390) observe that employee involvement has ‘focused on direct participation 

of small groups and individuals, it is concerned with information sharing at work-group level, 

and it has excluded the opportunity for workers to have any inputs into high-level 

decision-making’.

Critics have argued that employee involvement has management firmly in the driving seat and 

very limited real influence is relinquished or ceded to non-managerial actors. That is, employee 

involvement schemes ‘extend little or no input into corporate or higher level decision making’ 

and generally do not entail any significant sharing of power and authority (Hyman and Mason, 

1995: 22). In contrast to employee participation (see the following section), employee involvement 

is regarded as a weak form of voice (Dundon and Rollinson, 2011: 276). Simply put, employee 

involvement is ‘soft on power’ (Blyton and Turnbull, 2004: 272), the hallmark being that manage-

ment sets the agenda, and information disseminated by management is normally not subject to 

any decision-making input from employees (Rose, 2008: 341). To the extent that there is any 

granting of influence to employees, the locus is restricted to task or work-group level (Lewis et al., 

2003: 259; Rose, 2008: 341). Any employee ‘involvement’ in higher-order decisions is restricted 

to top-down information provision.
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Box 14.2 Employee involvement

Practices and policies that emanate from management and sympathisers of free market commercial activity and that 
purport to provide employees with the opportunity to influence and, where appropriate, take part in the decision-
making on matters that affect them.

Source: Hyman and Mason (1995: 21).

Box 14.3 Pluralism

Pluralism is a frame of reference that emphasises the different interests of the members of an organisation. It assumes 
there are diverse goals and objectives that reflect the many (plural) interests present in an organisation. These differ-
ences occur not only between employees and managers but also within these groups. . . . Therefore, the pluralist 
viewpoint assumes that conflict is a normal part of organisational life and can never be eliminated. Consequently 
a pluralist will seek ways to manage conflict and thereby limit the negative effects whilst developing some positive, 
creative aspects that emerge from differences of opinion and ideas.

Source: Heery and Noon (2001: 272).

Participation

Employee participation is a very different mode of voice. It is grounded in pluralist thinking –  

a perspective that acknowledges the presence of divergent interests between different organi-

sational stakeholders (Box 14.3). Henceforth, when using the term ‘participation’, we refer to 

indirect forms such as consultative committees. Operationally speaking, participation may be 

contrasted with employee involvement in that it invariably derives from employees, or their 

organisations (i.e. trade unions), as opposed to being employer-led (Harley et al., 2005: 13). 

As Hyman and Mason (1995: 29) acknowledge, employee participation ‘emerges from a col-

lective employee interest to optimize the physical security and aspirational conditions under 

which employees are contracted to serve’. The motivation for participation therefore differs 

fundamentally from employee involvement in that it is born of a desire to increase the influ-

ence of employees vis-à-vis the employer rather than being concerned with technical issues of 

corporate efficiency (Box 14.4). Two outcomes follow. First, in contrast to the task-centred 

menu of practices that normally surround employee involvement, participative modes of voice 

are fundamentally power-orientated – they are concerned with ‘distributive’ (Rose, 2008: 340) 

joint decision-making or co-determination (Blyton and Turnbull, 2004: 59). While mecha-

nisms of  participation are concerned with the ‘institutionalisation of  conflict’, industrial 

action may nevertheless occur in the absence of agreement. This could take the form of strikes 

(see Case Study 14.1), stoppages, working-to-rule or an employer lock-out. Other recent 

examples of industrial discord include disputes within the public sector over pension reform. 

Second, participation is likely to give employees (usually via the agency of their representa-

tives) access to a relatively higher-order ‘range’ of decisions (e.g. wage rates, introduction of 

new technology and training) than that provided by the machinery of employee involvement. 

In Abrahamsson’s (1977: 189) terminology, participation can be viewed as a political process 

contributing to high-level decision-making as opposed to the ‘socio-technical nature’ of 

employee involvement, which restricts tangible employee influence to narrow production 

issues.
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Because participatory schemes generally involve some dilution of managerial influence, there 

is a long history of employers seeking to resist their encroachment. Consequently, the more 

enduring examples, such as the works council format found in many European countries, tend 

to have a strong statutory underpinning and have often been initiated by social democratic gov-

ernments sensitive to the needs of labour (Payne and Keep, 2005).

Box 14.4 Workers’ participation

Workers’ participation is about the distribution and exercise of power, in all its manifestations, between the owners 
and managers of organisations and those employed by them. It refers to the direct involvement of individuals in 
decisions relating to their immediate work organisation and to indirect involvement in decision-making, through 
representatives, in the wider socio-technical and political structures of the firm.

Source: Brannen (1983: 16).

Employee involvement Employee participation

Management-inspired and controlled

Geared to stimulating individual employee 
contributions

Employees are often passive recipients

Tends to be task-based

Assumes common interests between 
employer and employees

Government or workforce-inspired; some control 
delegated to workforce

Aims to harness collective employee input through 
market regulation

Employee representatives are actively involved

Decision-making at higher organisational levels

Plurality of interests recognised and machinery for 
their resolution provided

Source: Adapted from Hyman and Mason (1995).

Table 14.1  Employee involvement and participation compared

Key controversy

If HRM genuinely seeks to empower workers, why should it be associated with ‘employee involvement rather than 
participation’?

In the UK, participation has traditionally found expression through the medium of collective 

bargaining, rather than via mandated works councils. Collective bargaining (see the section on 

‘Voice and the demise of collective bargaining’) is the mechanism through which trade unions 

and employers jointly regulate certain aspects of the employment relationship (e.g. negotiating 

over pay and conditions such as leave entitlements, pensions and working hours). In terms of the 

level of influence exerted via this process, the traditional trade union preoccupation with wage 

issues or ‘economism’ (Hyman, 1989: 45) has ensured that strategic matters, e.g. decisions per-

taining to capital investment, have rarely figured as substantive items on the bargaining agenda. 

Table 14.1 summarises some of the key differences between employee involvement and employee 

participation.
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The practice of voice in the workplace

We will now examine the use of voice in contemporary organisations. As noted, voice comprises 

techniques of both employee involvement and participation. Drawing on Marchington et al. 

(1992) and Marchington and Wilkinson (2012), three categories of EPI initiatives are pertinent 

to the theme of voice:

● Downward communications.  This refers to top-down communication from management to 

employees. Typical practices include company newspapers, team briefings, communication 

meetings, video briefings, employee reports and the use of the intranet.

● Upward problem-solving forms and team-working.  Upward problem-solving refers to bot-

tom-up communication and involvement structures that are generally designed with the aim 

of capturing ideas and solving production/service problems (either individually or in small 

groups). Typical mechanisms include suggestion schemes and quality circles/problem-solving 

groups. This category could also include attitude surveys which management may implement 

(or commission) to try to understand more about the general climate within the company and 

as a mechanism to allow employees to raise concerns and/or ideas for future changes they 

would like to see. In addition to the typical forms of upward problem-solving already cited, 

Marchington and Wilkinson (2005) also identify task-based participation, e.g. team-working 

and self-management.

● Representative participation.  This refers to mechanisms for indirect participation, e.g. through 

trade unions, works councils and consultative committees. It means that employees are 

represented by elected representatives that have been drawn from their number.

Before we move on to discuss each of these categories in more detail, it is important to highlight 

a point raised by Marchington (2005) in respect of mechanisms for EPI. It is argued that these 

must be considered in respect of four dimensions:

1. the degree of involvement (the extent to which employees influence the final decision);

2. the level of involvement (whether at job, departmental or organisational level);

3. the forms of involvement (direct participation, indirect participation and financial);

4. the scope of decisions open to influence by workers, i.e. the type of subject matter dealt with, 

ranging from the trivial to the strategic.

By considering each of these four dimensions, one can appreciate the relative levels of power and 

influence that the respective mechanisms allow. As we have already highlighted, a criticism of 

those modes of voice founded on employee involvement (which are central to HRM) is that they 

afford very limited power and influence to employees. This is primarily because such mechanisms 

are essentially controlled by management, who have the final say as to what they will or will not 

accept. For example, in terms of degree, employees may have little influence over a final decision. 

In terms of level of involvement, employee involvement initiatives may essentially be dealing with 

locally-based production issues (e.g. problem-solving activities). The form this mode of voice 

takes will essentially be determined by management, and the scope of subject matter may, for 

example, revolve around work-based production problems rather than tackling higher-level issues 

of pay, conditions, redundancies and so on.

By contrast, representative participation (here we refer especially to trade union activities) is 

not primarily controlled by management, and in the case of trade unions, their organisation and 

structure are not circumscribed by management. We can contrast employee involvement to rep-

resentative participation by considering once more the four levels identified by Marchington 

(2005). Take trade unions as an example – they are more likely to wield power and influence. 

They tend to have a higher degree of influence (if  negotiations get tough, trade unions may 

coordinate industrial action); they may be negotiating at company or sector level (i.e. a high level 
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of involvement); their form is not dictated by management, as participation is indirect; and they 

are likely to be involved in and negotiating on subjects wide in scope. Once the four dimensions 

are taken into account, one can understand why critics have argued that those voice initiatives 

associated with HRM represent ‘pseudo-participation’.

We will now discuss each of the three categories in more detail.

Key controversy

Why do critics argue that employee involvement as part of a wider HRM approach represents ‘pseudo-participation’? 
Do employees in British workplaces have the ability to influence key strategic decisions?

2004 2011

All staff workplace meetings 75 80

Team briefings 60 66

Provision of information on workplace finances 55 61

Staff surveys 36 37

Problem-solving groups 17 14

Source: Abridged from van Wanrooy et al. (2013: 18).

Table 14.2  Mechanisms for employee involvement (percentage of workplaces)

Downward communication

Downward communication means top-down communication from management to employees. 

As indicated, this includes team briefings, company newspapers, communication meetings and 

use of the intranet.

A longstanding feature has been the popularity of meetings with the entire workforce or 

team briefings (see Table 14.2). Holden (2004) explains that team briefing systems are nor-

mally used to cascade managerial messages down the organisation. Although team briefing 

arrangements may vary, they are normally given to relatively small groups and (in terms of 

content) often focus on issues affecting production or service, targets, etc. Team briefings are 

essentially a top-down form of  communication, but there is often some opportunity for 

employees to exercise voice, e.g. by asking questions or perhaps even by lodging comments, 

queries or concerns. Evidence tends to show that team briefing systems work better when the 

briefers are properly trained. While evidence indicates that team briefing sessions are generally 

welcomed, problems can also emerge. For example, some studies have shown a tendency for 

team briefing sessions to be cancelled when production pressures are high (Glover, 2001). Also, 

critics have noted that team briefing sessions can be used to brief against existing trade unions 

or to try to dissuade employees from seeking union recognition in non-union firms. In 2011, 

66 per cent of British workplaces utilised team briefings – up from 60 per cent in 2004 (van 

Wanrooy et al., 2013: 18).

Newsletters remain popular, especially in the public sector. Holden (2004) notes that newsletters 

can often be welcomed, but a potential limitation is that management retain editorial control –  

as such, it is less likely that newsletters would be used as a direct form of voice to air employee 
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grievances. It is likely that instances of usage of email and intranet will increase in years to come 

as more companies make use of these facilities. The most widely used format for information 

dissemination is meetings involving all staff, used in 80 per cent of workplaces in 2011 – up from 

75 per cent in 2004 (van Wanrooy et al., 2013: 28).

Upward problem-solving and team-working

Upward problem-solving mechanisms (such as suggestion schemes and problem-solving groups) 

are generally designed for the purpose of capturing ideas and solving production and service 

problems (see Table 14.2). Task-based participation and team-working can also be considered 

here. They are more substantive in nature, as ‘employees are encouraged or expected to extend 

the range and type of tasks undertaken’ (Marchington and Wilkinson, 2012: 352). Surveys are 

another important source of upward communication, and are used in 37 per cent of British 

workplaces (van Wanrooy et al., 2013: 18).

Suggestion schemes work on the principle that employees submit suggestions. The suggestion 

is then reviewed by managers, and a decision will be made as to whether to accept the suggestion 

or reject it. If the suggestion is accepted, the employee will generally receive a direct financial 

reward. Such rewards may equate to a percentage of the overall saving that the suggestion will 

bring. Some companies may put a cap on the amount of cash that can be rewarded, but may ‘top 

up’ with other products or services.

Upward problem-solving also includes problem-solving groups (often referred to as quality 

circles in the 1990s). Problem-solving groups, utilised in 14 per cent of workplaces (van Wanrooy 

et al., 2013: 18), are generally small in nature (e.g. six to eight people) and normally meet on a 

voluntary basis. They are most common in education (27 per cent) and public administration 

(25 per cent) (van Wanrooy et al., 2013: 18). The purpose of such ‘offline’ (Marchington and 

Wilkinson, 2012: 352) groups is to identify quality or work-related problems and to produce a 

solution to the problem. Some organisations will offer problem-solving groups administrative 

support, training and trained facilitators. Also, most groups will meet in work time. However, 

in contrast to suggestion schemes, there is not normally a direct financial reward for the solutions 

and ideas generated by such groups.

In addition to these more traditional forms of upward problem-solving, Marchington and 

Wilkinson (2012: 352) identify task-based participation and team-working which, they argue, 

are ‘integral to the work itself’ rather than being additional or incidental to working arrange-

ments. They explain that task-based participation can occur ‘both horizontally and vertically’ 

(Marchington and Wilkinson, 2005: 390). The former means that employees engage in a wider 

variety of tasks, but these are at a similar skill level. Vertical participation means that employees, 

‘may be trained to undertake tasks at a higher skill level or they may be given some managerial 

and supervisory responsibilities’ (Marchington and Wilkinson, 2005: 392).

The concept of team-working is closely linked to task-based participation and is now seen as 

a central feature of HRM (Mueller and Proctor, 2000). For example, the term ‘multiskilling’ is 

similar to horizontal task-based participation, essentially meaning that employees will move 

around tasks and will not be bound by strict job demarcation. While team-working is widely 

reported in Britain, evidence still suggests that much of this is fairly low-level and that instances 

of semi-autonomous and self-managing teams are less common (Geary, 2003). Some would argue 

that self-managing teams are the ultimate in direct participation (and as such there is quite some 

way to go in the UK). Others, however, would argue that self-managing teams represent the 

ultimate form of management control in that they work on the basis of peer pressure and surveil-

lance and are not genuinely liberating because they are always under the control of management 

(Garrahan and Stewart, 1992; Sewell and Wilkinson, 1992; Taylor et al., 2002). Yet others have 

argued that team-working tends to offer mixed consequences – and it is too stark to argue that 

the outcomes of it are either ‘all good’ or ‘all bad’.



FROM TEAM-WORKING TO HIGH-PERFORMANCE MANAGEMENT        517

Beyond these examples of ‘formal’ modes of voice, such practices may be ‘informal’, i.e.  

‘ad hoc or non-programmed interactions between managers and their staff’ (Marchington and 

Wilkinson, 2012: 363). While limited attention has been paid to this mode of voice, Marchington 

and Wilkinson (2012: 363) observe that managers find such interactions useful – they may be 

used to inform workers about new developments in work organisation and to provide opportuni-

ties for discussion. Both sets of practices will often operate in tandem given their complementary 

nature, e.g. informal systems may be used to follow up on formal statements to allay worker fears 

and concerns.

Explore ● Do organisations make most use of formal or informal modes of voice?

● Might the balance be related to the size of the organisation?

● What are the advantages of each?

From team-working to high-performance management

An important contemporary development closely allied to the theme of upward problem-solving 

and teamwork has been the emergence of  the high-performance management (HPM) 

phenomenon – sometimes similarly referred as high-performance work practices (HPWP) or 

high-commitment management (see also Chapter 1). Following the work of Bélanger et al. 

(2002), HPM may be viewed as a combination of three elements. The first dimension, production 

management, is concerned with aspects of productive flexibility and process standardisation. 

A key facet here is hard quality management which characteristically involves the use of 

statistical tools to analyse variance from tolerance margins at each stage of the production 

process (Wilkinson et al., 1998), which is subsumed within a wider total quality management 

format. A quite distinct second dimension relates to work organisation. Here there has been a 

trend towards production activities based on knowledge, cognition and abstract labour. The 

centrepiece of the approach is team-working. The practice of sharing skills across traditional 

demarcations ‘is thus a fundamental feature of the emergent model’ (Bélanger et al., 2002: 39). 

The third sphere, ‘employment relations’, very much underpins the coherence of the former two 

components given the requirement for a committed, rather than a merely compliant workforce 

(Bélanger et al., 2002: 42–8). Two significant features emerge. First, Bélanger et al. (2002) state 

there is a desire to align and support task flexibility via terms and conditions of employment. 

This is typically sought by making pay contingent on group performance (Appelbaum, 2002: 

124). Second, HRM professionals are charged with the pursuit of  social adhesion and 

commitment to the new production format and wider organisational goals. This involves ‘efforts 

to fashion employment conditions and the modes of regulation of those conditions in such a 

way as to elicit the tacit skills of the workers and tie them more closely to the goals of the firm’ 

(Bélanger et al., 2002: 44). In other words, the central task becomes the inculcation of a unitary 

organisational culture, or, in Guest’s (2002: 338) terms, the creation of a social system in support 

of the technical system.

There are clear linkages here to the soft HRM agenda. In considering how HPM or HPWP 

translate individual and group performance into financial performance, the resource-based view 

of the firm (see Chapter 2) has become the dominant theory (see Tregaskis et al., 2013). In the 

resource-based view, an organisation gains competitive advantage if it possesses resources that 

enable it to act on the environment but are costly for competitors to imitate. HPM can achieve 

competitive advantage for an organisation by fostering valuable and unique contributions from 

workers with a system of HR practices that are difficult for competitors to imitate (see Tregaskis 

et al., 2013 for a summary of the key literature).
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The impact of HPM on organisational performance

The driving force behind the introduction of HPM is to enhance organisational performance. In 

recent years the underlying assumption that HPM necessarily gives rise to positive improvements 

in performance has been subject to detailed investigation. That HPM has the potential to enhance 

organisational performance appears to be well settled (see e.g. Appelbaum et al., 2000). However, 

as Tregaskis et al. (2013) argue, the research on HPM is open to criticism on several grounds. 

First, there is a heavy reliance on large-scale cross-sectional survey data, which are problematic 

with regard to claims of causality. Second, many studies rely on reports of managers, which might 

reflect organisational policy but not necessarily implementation of that policy. Third, while some 

longitudinal research has been undertaken, the evidence is mixed, often because of a reliance on 

informant recall of past interventions or because objective performance indicators have only been 

collected following the event rather than before or during it.

Notwithstanding these caveats, research suggests a significant role for HPM vis-à-vis organi-

sational competitiveness (e.g. Brewster et al., 2008: Easterby Smith et al., 2009; Bae et al., 2011) 

and, certainly, there is much anecdotal evidence to support such a proposition (see Stone et al., 

2012). These findings are reinforced by recent research by Tregaskis et al. (2013) into the imple-

mentation of HPM within a heavy engineering multinational company. Employing a longitudinal 

research design, the results indicate that the implementation of HPM in the form of training, 

performance management, communications (e.g. team briefings and newsletters) and work reor-

ganisation was associated with sustained and beneficial changes in both productivity and safety. 

Tregaskis et al. (2013) move on to explore the important black box issue, i.e. they seek to expli-

cate the rationale for the association. ‘Tentatively’ it is suggested that the introduction of HPM 

improvements in working conditions is followed by gains in motivation, which lead to enhanced 

skill use and productivity. However, an important issue remains as to whether the use of HPM 

has universal applicability – i.e. are such interventions only appropriate for certain types of 

industry or product market strategies (see Ashton and Sung, 2002: 165)? Schuler and Jackson 

(cited in Wood, 1999) have highlighted the need to link a Taylorist control approach with cost 

minimisation, and HPM to a quality-oriented strategy. In other words, HPM is only seen to be 

a suitable solution in certain circumstances; in others it may be economically rational to combine 

low involvement with low employee skill and commitment (see Boxall and Macky, 2009: 11). As 

such, an important policy issue concerns inadequate management skills, especially in small and 

medium-sized enterprises (SMEs), coupled with a lack of ambition for business improvements 

(Stone et al., 2012: 82).

Explore Consider an organisation with which you are familiar. To what extent is there evidence of the use 
of HPM practices?

Representative participation

The final category of voice to be considered – representative participation – has been influential 

for over a century. This was traditionally the dominant mode of voice within the UK. As such, 

we devote significant space to this topic. This format is sometimes referred to as ‘indirect partici-

pation’ because it takes effect through the agency of elected representatives. Such mechanisms 

include non-union works councils (NERS), mandated modes of consultation (i.e. those invoked 

by recent European Directives) and trade unionism. The first two channels are afforded critical 

coverage later in this section. Here we focus on collective voice as provided by the major British 

trade unions, e.g. Unite, GMB and Unison.
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Trade union representation

Trade union representation is of immense significance because it was the foremost mode of voice 

up until the 1980s. Trade union voice reached its zenith in the late 1970s when there were 

13.3 million trade union members (Charlwood and Metcalfe, 2005), equating to 54 per cent of the 

working population (Dundon and Rollinson, 2011: 142). Members’ demands and concerns were 

voiced by well over 300,000 workplace representatives or ‘shop stewards’ (Terry, 2010: 278). 

Expanding membership afforded the unions with immense industrial ‘muscle’ and political influ-

ence. Against the backdrop of an upsurge in industrial action, public policy became preoccupied 

with ‘the challenge from below’ (Flanders, 1965). The central concern was how the increasing 

power and influence of the unions might be harnessed constructively to tackle the principal politi-

cal and economic issues of the day; namely, restrictive practices, strikes and inflation (cf. the Dono-

van Report, 1965–68). Much has changed, of course. Nowadays only around 26 per cent of the 

workforce is unionised (BIS, 2011: 7) and the number of workplace representatives is down, esti-

mated at 125,000 (Charlwood and Forth, 2009). Academic commentators are predominantly pre-

occupied nowadays with the membership crisis and potential strategies for renewal (Terry, 2003).

Despite the evident atrophy of trade union power and influence, these institutions continue 

to warrant examination in any critical evaluation of voice for three principal reasons. First, levels 

of membership have held up well within certain parts of the economy, most notably the public 

sector where around 59 per cent of workers are unionised (Marchington et al., 2011: 39). Second, 

it is commonly accepted that it is only through independent collective trade union representation 

that employees can overcome the asymmetry of power that resides at the heart of the employ-

ment relationship (see e.g. Flanders, 1968). From this perspective, it is questionable whether the 

alternative (unitary and direct) modes of voice outlined earlier can ever be effective in articulating 

the demands of employees. They amount at best to ‘pseudo’ or ‘phantom participation’ 

(see Ramsay, 1980). Third, trade unions have not been passive actors, and a range of tactics 

(e.g. partnership working) have been employed (see later) – with some degree of success to arrest 

membership decline. As such, we devote significant space to this once dominant mode of voice. 

Initially a brief overview is provided of the institution of ‘collective bargaining’, the classic means 

by which the voice of employees was traditionally mobilised to influence their terms and condi-

tions of employment. We then pause to consider the reasons for membership decline, evaluating, 

inter alia, the impact of Thatcherism and structural change to the British economy. The shifting 

fortunes of trade unionism under New Labour (1997–2010) and the Conservative Liberal Demo-

crat Coalition (2010–15) and the current Conservative government are similarly considered.

Key controversy

Trade union membership has declined significantly over the last 30 years or so. Does this indicate that unions no 
longer have an important role to play in the workplace?

Voice and the demise of collective bargaining

According to Brown (2010: 255), the term ‘collective bargaining’ is used when trade unions are 

involved in negotiation about the employment relationship. The outcomes become, in effect, 

contractual terms of employment. Collective bargaining is hence concerned with joint regula-

tion. As such, it represents a pluralist concept which recognises that the balance of bargaining 

power between the employer and single employee is uneven (Rose, 2008: 274). Through the 
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institution of collective bargaining, workers are able to mobilise their collective power to influ-

ence certain – but by no means all – of the rules governing the employment relationship.

The outcome of negotiation and the collective bargaining process is a document called the 

‘collective agreement’. This contains both substantive and procedural rules. The former sets out 

the terms and conditions of employment, while the latter governs the behaviour and interaction 

of managers, workers and trade unions (Heery and Noon, 2001: 43). In line with the troubled 

fortunes of British trade unionism, there has been a significant contraction in the coverage of col-

lective bargaining (see Tables 14.3 and 14.4). In 1970, such negotiations covered approximately 

70 per cent of the workforce. This figure has since declined to around 23 per cent (van Wanrooy 

et al., 2013: 22). In the private sector, coverage has diminished to no more than one worker in five 

(Brown, 2010). As such, access to this form of voice is now a minority phenomenon in British 

workplaces. The influence of collective bargaining where it is still found has been similarly magi-

nalised, i.e. the ‘scope’ of the issues covered by negotiation has narrowed. The percentage of all 

unionised workplaces normally negotiating over pay, hours and holidays fell from 33 per cent in 

2004 to 25 per cent in 2011 (van Wanrooy et al., 2013: 23). Similarly, as Terry (2010: 279–80) notes, 

a succession of Workplace Employment Relations Study (WERS) analyses point to a decline in 

joint regulation (negotiation) as the dominant mode of interaction between union representatives 

and management and its replacement by consultation or the provision of information. British trade 

unions have traditionally viewed consultation as a weak form of engagement (Terry, 2010: 285).

For some commentators (e.g. Brown, 2010: 272), these developments are disturbing because 

collective bargaining is deemed ‘to lie at the heart of a pluralist approach to employment, one that 

expects management to make a case for changing workers’ lives, and for those workers to have some 

opportunity [i.e. voice] to argue about it’. Ironically, beyond matters pertaining to pluralist ideals 

of organisational democracy, the collapse of collective bargaining and the resultant diminution of 

voice may have implications for organisational efficiency and HRM. It is well accepted that the 

provision of voice reduces the need for ‘exit’ (see Rogers and Streeck, 1994: 11–15), e.g. by affording 

a channel for employees to air grievances, thus cutting employers’ hiring and training costs. This 

line of analysis is consistent with Chamberlain and Kuhn’s (1965: 130) notion of collective bargain-

ing as serving a ‘decision making function’ in giving employees the opportunity, if they wish, to 

participate in the determination of the policies which guide and rule their working lives.

Public Private All

2004 70% 8% 16%

2011 58% 6% 13%

Table 14.3  Collective bargaining coverage – Workplaces with any collective bargaining

Public Private All

2004 69% 17% 29%

2011 44% 16% 23%

Source: Van Wanrooy et al. (2013: 22).

Table 14.4  Collective bargaining coverage – Employees covered by collective bargaining

Key controversy

Does the collapse of collective bargaining in the private sector indicate that workers have ‘lost their voice’ or are there 
effective alternatives?
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Trade union decline: Rationale

The underlying reasons for the emasculation of trade union voice have attracted significant aca-

demic comment. The main lines of argument are well summarised elsewhere (see e.g. Blyton and 

Turnbull, 2004; Rose, 2008: 161–3; Williams and Adam-Smith, 2010: 215–9). Here we restrict 

comment to a brief synopsis of the key arguments that have been advanced. First, it has been 

argued that the Conservative (1979–97) legislative onslaught on the unions was critical in under-

mining union security and allowing managers to limit union influence. The Conservatives were 

influenced to a significant degree by the writings of the economist Friederich Hayek, who depicted 

unions as ‘unjustifiably coercive institutions’ (Smith, 2009: 338). It was thus argued by Hayek that 

the whole basis of a ‘free society was threatened by the power arrogated by the unions’ (cited in 

Smith, 2009: 338). Drawing inspiration from Hayek, the Conservatives proceeded to abolish most 

of the statutory and administrative supports for collective agreements (see Smith 2009: 340) and 

implemented much of Hayek’s prescriptive agenda (e.g. restriction of picketing, abolition of the 

closed shop and liability in tort for the unions; see Smith, 2009: 339). The crucial mediating 

impact of the restrictive legal environment has been most fully developed by Freeman and Pelletier 

(1990). Second, the changing composition of employment has been influential. The essence of 

this argument is that employment has contracted in those areas where unions were once strong 

(e.g. coal mining and motor vehicle manufacturing). Most employment growth has been in the 

private service sector where work is often undertaken by, for example, women part-time workers 

(Williams and Adam-Smith, 2010: 218) who are difficult to mobilise. This thesis is sometimes 

referred to as the ‘mountain gorilla hypothesis’ (Blyton and Turnbull, 2004: 141) – the unions’ 

natural habitat is seen to be dying out. A third related argument is that. co-terminous with declin-

ing union power and influence, union membership no longer brings advantages in terms of a wage 

premium. The benefits of membership have plausibly been further eroded because of the floor of 

individual rights (e.g. the national minimum wage) enacted by the New Labour government and 

the emergence of a statutory system of employee representation (Terry, 2010: 282–9) under the 

Information and Consultation Directive (see later). Allied to this is the claim that workers are 

increasingly individualistic, consumer-orientated and less prone to the appeal of collective solidar-

ity (Kelly, 1998), i.e. they have become ‘turned off’ by trade unionism. Finally, there is the potential 

impact of a more unitary managerial style to be considered. The decline in collective trade union 

voice coincided with the emergence of the HRM phenomenon which is premised on an individu-

alistic approach to managing the employment relationship. ‘Soft HRM’ makes use of the direct 

managerially inspired modes of voice discussed earlier. The utilisation of these alternative voice 

arrangements may have contributed to a reduced enthusiasm for indirect voice.

Key controversy

how might the collapse in trade union membership best be explained? is the form of ‘voice’ provided by the presence 

of strong and autonomous trade unionism always compatible with organisational efficiency?

Opportunities for renaissance? Trade union voice under New Labour 
(1997–2010): ‘Fairness, not favours’

While the 1980s and 1990s represented an inhospitable backdrop for collective voice, the return 

of a (New) Labour government in 1997 signalled an apparent shift in public policy. As Dickens 

and Hall (2010: 303) observe, whereas the Conservatives had promoted flexibility at the expense 

of security, by contrast New Labour sought to create a flexible labour market underpinned by 
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‘fair, minimum standards’. The ideological compass for this ambitious agenda was the so-called 

‘third way’. The precise meaning of this somewhat nebulous construct has been subject to much 

debate. According to McIlroy (1998: 543), it was clearly neo-unitary as it represented ‘a modern-

ised unitary perspective in which New Labour re-legitimised collectivism but on one central 

condition: that it imbricated with management objectives’. More optimistically, perhaps, the 

third way could be conceived of as an innovative brand of capitalism; a compromise between the 

harshness of liberal market economies (e.g. the USA and Thatcherite Britain) and the dirigisme 

of the coordinated market economies of Western Europe (e.g. German and Scandinavia).

What is not in doubt is the fact that the practical outcome of the third way agenda was New 

Labour’s ‘adoption of much of the neo liberal inheritance’ (Smith and Morton, 2006: 402) of 

their Conservative predecessors. Thus, by the close of the New Labour project in 2010, key ele-

ments of the Conservative’s anti-union legislation (e.g. illegality of the closed shop and tight 

restrictions on industrial action) remained firmly in place with ‘minor amendment’ (Smith and 

Morton, 2006: 404). The principal point of departure was the legislation on trade union recogni-

tion contained within the Employment Relations Act 1999. The Act forces an employer to rec-

ognise a trade union and ‘bargain in good faith’ (Taylor and Emir, 2009: 539), where the majority 

of employees in a defined bargaining group or unit support union representation. According to 

Dickens and Hall (2010: 309), ‘the recognition procedure clearly demarcated the New Labour 

government’s approach to industrial relations from that of their Conservative predecessors’ 

(emphasis added). Other commentators (e.g. Smith and Morton, 2006) are more critical in their 

appraisal (see the next section). The legislation (briefly summarised in Box 14.5) was significant 

because previously (in line with the ‘voluntarist’ tradition of British labour law) there was an 

absence of regulatory support for recognition – even in instances of high union membership.

Box 14.5 Statutory trade union recognition

1 Recognition can only be required by law if the parties fail to sign a voluntary agreement.

2 A trade union commences the process by requesting recognition from an employer. It must identify the ‘bargaining 
unit’ it wishes to represent. At this point the employer has three choices – accept the request; accept in principle 
but disagree with the bargaining unit; or refuse the request.

3 Where there is disagreement on the details, the employer and union are expected to negotiate an agreement – 
with the help of a government body – the Advisory Conciliation and Arbitration Service (ACAS) if necessary. Where 
the employer refused the request the union can apply to the Central Arbitration Committee (CAC) for a decision.

4 Where the CAC is satisfied that 50 per cent of the members of the bargaining group are union members, a 
recognition is made unless:

(a) It decides a ballot should be held in the interests of good industrial relations.

(b) A significant number of union members write to inform the CAC that they do not wish the union to bargain 
on their behalf.

(c) Other evidence is produced which leads to the same conclusion.

 In such circumstances, there must be a secret ballot.

5 Where the union does not have 50 per cent membership of the bargaining group, it can seek to persuade the 
CAC that the majority of the workforce would be likely to support recognition. In practice the union has to have 
the support of at least 10 per cent of the relevant workforce and to show that it would be more than likely to win 
a recognition ballot. Where the CAC is satisfied, it orders a recognition ballot to be held.

6 The union side wins the ballot if (a) the majority of those voting and (b) at least 40 per cent of the workers support 
the recognition proposal.

7 Where unions are successful under the statutory procedure, collective bargaining must cover pay, hours and 
holidays as a minimum.

Source: Abridged from Taylor and Emir (2009: 539–41).
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Statutory trade union recognition: A critique

While the statutory recognition procedure provided some support for collective trade union 

voice, collectivism was not reinstated as public policy (Smith, 2009: 340). Labour refused, for 

example, to rescind Conservative changes that removed the promotion of collective bargaining 

from the ACAS terms of reference (Smith, 2009: 340). The substantive content of the legislation 

has itself been robustly criticised at several levels. First, the statutory recognition procedure does 

not cover organisations with fewer than 20 employees. Employees in small organisations thus 

have no right to redress under the legislation, even where there is majority trade union support. 

Second, applications cannot be made to the CAC when an organisation already recognises either 

a union or another collective body (Taylor and Emir, 2009: 541), no matter how partially. As such, 

an employer can, for example, avoid recognising a bona fide trade union by ‘negotiating’ with a 

staff association that it has set up itself (Taylor and Emir, 2009: 541) in direct contravention of 

International Labour Organisation conventions (Smith and Morton, 2006: 407). Third, in those 

instances where a union is successful in obtaining recognition, the designated ‘scope’ of any 

agreement is narrow, covering just pay, hours and holidays. Recognition agreements within the 

UK have traditionally been far more encompassing, covering, for example, working conditions, 

staffing levels and redeployment. Finally, the rules governing trade union access to workers during 

a recognition drive are complex (see Smith and Morton, 2006: 407). Current procedures ‘embody 

employers’ wishes at almost every turn’ (Smith and Morton, 2006: 407). One corollary has been 

an increase in anti-union consultants or American-style ‘union busters’ (Gall, 2003: 87) offering 

advice on how best to manipulate the various loopholes. Overall it has been argued that the 

complex statutory procedure has contributed to the unions’ reduced effectiveness (Smith, 2009: 

352). Certainly the decline in levels of union recognition has continued. The percentage of all 

workplaces with recognised unions fell from 24 to 21 per cent between 2004 and 2011 (van 

Wanrooy et al., 2013: 14). Smith (2009: 348) argues that the key point of contrast between New 

Labour and their Conservative predecessors is that the former sought to ‘domesticate rather than 

exclude workers’ voice’. An important component of this ‘domestication’ was the promotion of 

workplace partnership – a theme we turn to in our consideration of the union response.

Key controversy

was new labour’s ‘third way’ (1997–2010) a genuine departure from conservative policy (1979–97)? did new 

labour adopt a ‘unitary’ or ‘pluralist’ approach as the basis for their dealings with the unions? how did this manifest 

itself?

Trade union voice under the Coalition (2010–15) and Conservative 
(2015–) governments

The experiment in Coalition politics under the Conservatives and Liberal Democrats (2010–15) 

did not significantly alter the dynamics of trade union voice. The favourable legislation on trade 

union recognition (see above) remained on the statute book, as did the restrictive Thatcherite 

legislation that sought to curb union militancy. As Dundon and Rollinson (2011: 183) observed, 

‘debate remains as to the substance of any similarity as well as any real or meaningful divergence 

in the respective ideological positions of all mainstream political parties in Britain’. Inevitably, 
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the requirement to reduce the budget deficit and the imposition of a pay freeze for many workers 

strained relations between the Coalition and public-sector unions. (see Case Study 14.1). While 

there was some deregulation of the labour market (e.g. alterations to protection against unfair 

dismissal), the apparatus of collective labour law remained virtually intact. Guarded warnings 

emanated from the Liberal Democrat business secretary Vince Cable that if  strikes were to 

impose significant damage to the economy the pressure to further amend strike legislation 

‘would ratchet up’ (BBC, 2011). However, there was an absence of legislation to match the 

rhetoric. This position changed following the election of a Conservative government in 2015. 

The controversial Trade Union Act seeks to reform the current framework of trade union law 

and ‘ensure that strike action only ever takes place on the basis of clear and representative 

mandates’ (Gov.UK 2016). In practical terms this means that 50% of members must turn out 

to vote in a strike ballot and in important public services (fire, health (see opening case study), 

education, transport, border security and nuclear decommissioning) 40 per cent of the entire 

membership must vote in favour. Inevitably the unions have voiced their opposition. The TUC 

have claimed the Act ‘threatens the basic right to strike’ and that the proposed changes will 

‘upset the power balance at work and undermine good industrial relations’ (TUC, 2016). This 

much having been said, the changes would have had no impact on the junior doctors’ strike (see 

opening case study) in which 96 per cent voted in favour of strike action in a 76 per cent turnout 

(fullfact.org, 2016).

Partly reflective of public-sector job losses, trade union membership has continued to decline 

in recent years. Currently around 6.4 million people are trade union members. In the public sec-

tor, union membership levels fell by 79,000 year-on-year to 3.76 million in 2014. Overall the 

numbers of UK employees increased between 2013 and 2014. As a result, the proportion of 

employees who were trade union members fell slightly to 25.0 per cent in 2014, from 25.6 per 

cent in 2013. This is the lowest rate of trade union membership recorded between 1995 and 2014 

(BIS, 2015: 5), down by 143,000 in 2010.

Trade union voice and membership loss: Strategies for renewal

The overall environment in which British trade unions operate has become increasingly inhospi-

table in recent years. As noted, the reasons for this are manifold. Significantly, a shift to a more 

unitary managerial style, structural change to the economy (e.g. demise of manufacturing) and 

state policy severely impacted membership levels. The unions, however, have not been passive 

actors and a range of strategies have been implemented as the unions have sought to rejuvenate 

their fortunes and ‘[re]make their own histories’ (Carter, 2000: 118). Implicit in the various 

responses is an acceptance that issues internal to the unions themselves, e.g. inadequate recruit-

ment programmes and failure to deliver effective benefits to the membership, have, at least in 

part, contributed to their travails (Waddington and Kerr, 2009: 28).

Boosting trade union voice: Servicing and organising

The use of servicing and organising to stave off membership loss has attracted much controversy 

within the trade union movement. The servicing model, which was initially adopted in the late 

1980s, is based on the notion that trade unions should embrace the increasing social tendencies 

towards instrumentality and consumerism and extend the range of individually orientated ser-

vices on offer (e.g. credit cards, mortgages and legal advice). The utility of this approach has 

been robustly questioned by traditionalists; not least because data indicate that the provision of 

such services is not high on the list of reasons why working people join trade unions (see 

 Waddington and Whitson, 1997). The inherent limitations of the above ‘top-down’ format 

http://fullfact.org
http://Gov.UK
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premised on union members as ‘passive recipients of service and support’ (Waddington and Kerr, 

2009: 28) resulted in increased interest in the so-called organising model. This is a ‘bottom up’ 

approach, used successfully in the USA (e.g. ‘justice for janitors’) and Australia, which seeks to 

empower workers and stimulate activism (Heery, 2003: 27).

According to Waddington and Kerr (2009: 27–54), organising ‘is an approach to union mem-

bership and renewal that encourages local union activity, greater self reliance and a collective 

identity’. Associated practices include person-to-person recruitment, based on the assumption 

that ‘like recruits like’, the mapping of workplaces to locate non-members and targeting of 

particular groups of potential members (Waddington and Kerr, 2009: 28). In terms of outcomes, 

organising unionism has delivered some success in recognition campaigns (Williams and Adam-

Smith, 2010: 247), but overall it has failed to renew union fortunes on a national scale (Heery 

and Simms, 2008: 24).

Commentators suggest that a variety of constraints have impeded progress to date – the fol-

lowing list is by no means exhaustive. First, the overall proportion of resources devoted to organ-

ising is low and the most ambitious attempts to promote an ‘organising culture’ have been found 

in small to medium-sized unions (Heery, 2003:29). Second, it has been suggested that there may 

be opposition to organising from within unions by those whose interests are threatened. These 

might include full-time officials whose skills (e.g. bargaining and representation) are ill-suited to 

an organising strategy (Heery and Simms, 2008: 25). Third, unions have often encountered stiff 

opposition from employers and the use of US-style ‘union busting tactics’ (Gall, 2003). Given the 

last problem, it is ironic that the third renewal strategy ‘partnership’, considered in the following 

section, is premised on cooperation and collaboration.

Key controversy

Do the data on trade union membership indicate that the unions are in terminal decline? What opportunities exist 
for the rejuvenation of their fortunes?

Enter partnership

The limitations and partial gains attributable to ‘servicing’ and ‘organising’ afforded space for a 

third renewal strategy: partnership. This approach to industrial relations was strongly promoted by 

the New Labour government (1997–2010). During New Labour’s first term, the administration 

sought to broker interest in partnership through a combination of legislative intervention, public-

sector reform and ‘micro level exhortation’ (see Martinez Lucio and Stewart, 2002: 252). The crea-

tion of a dedicated Partnership Fund was particularly influential in showcasing a burgeoning 

number of partnership agreements, many of which were to be found in organisations undergoing 

substantial restructuring (Kelly, 2005: 191). These developments and their implications have attracted 

significant comment over the last decade or so (see Johnstone et al., 2009 for an overview).

Partnership is of interest within the HR field because there is evidence that its use is often 

associated with the take-up of employee involvement, which, as we have seen, is a central feature 

of mainstream HRM. Thus, Butler et al. (2013) refer to ‘forward synergies’ where partnership 

may be used to imbue organisational change programmes, which often utilise techniques of 

employee involvement, with a measure of legitimacy. This suggests that (pluralist) trade unionism 

and (unitary) HRM are not necessarily incompatible bedfellows. There is similarly evidence 

indicating that HR practitioners enjoy working under such systems (see Glover and Butler, 2012) 

because of the focus on collaborative industrial relations.
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At a conceptual level, it is well accepted that partnership is an imprecise term (see Heery, 

2003), comprising arrangements that can function at a variety of levels – state, sector and com-

pany (Heery, 2003:21). In the UK at least, partnership, where utilised, operates primarily at a 

workplace or company level. In this context, partnership refers to the negotiation of a distinctive 

partnership agreement between unions and management, which is intended to promote more 

cooperative relations within the firm (Heery, 2003: 21). Accordingly, for Guest and Peccei (cited 

in Johnstone et al., 2009), trust and mutuality are the key comments of a genuine partnership 

agreement. The precise nature of ‘mutuality’ or the quid pro quo will sometimes be formally 

defined within the partnership agreement (e.g. flexibility of labour in exchange for job security), 

although in the so-called de facto arrangements the precise ‘trade-off’ may be more implicit than 

explicit (see Butler et al., 2011).

Partnership: Impact on trade unions and their membership

Partnership, as a strategy for trade union renewal, has been the source of much contestation (see 

Box 14.6). There is some evidence that partnership working can strengthen the effectiveness of 

trade unions and, by inference, boost membership (Samuel, 2005). Critics, however, argue that 

the guarantees of security and union participation in the decision-making process are not realistic 

over the long term (see Heery, 2003 for a summary of the key arguments). From this perspective 

it is suggested that the credibility and legitimacy of unions will suffer if the partnership gamble 

‘fails to deliver’. A related argument is that under such arrangements union full-time officials are 

prone to incorporation or ‘sell out’. That is, they become too close to their managerial counter-

parts – a development that is likely to undermine union autonomy and hence suppress, rather 

than boost, membership.

In terms of outcomes, the lion’s share of the data points towards a ‘constrained mutuality’ 

(Guest and Peccei, 2001: 231). That is, the ‘balance of advantage’, in terms of the principles 

endorsed and practices in place, often leans heavily towards management. Hence, Martinez Lucio 

and Stuart (2002) have identified that concerns over employment security remain problematic 

and there is often a gap between the rhetoric of partnership and the experience of trade unionists 

on the ground. Suff and Williams (2004: 33) conclude that ‘the reality of market relations and 

the balance of power in the employment relationship imply that genuine mutuality is likely to be 

unobtainable in practice’. More recently, Glover et al. (2013) have argued that approaches that 

are overly polarised may underplay the complexities of partnership – their research indicates the 

potential for a more variegated set of outcomes. In their study of partnership in the heavy engi-

neering sector, it was found that, on the one hand, partnership resulted in heightened bonus 

payments and job security, while, on the other, there were examples of unfair managerial treat-

ment and inconsistencies in managerial style. It is concluded that worker outcomes may be far 

from clear-cut and there is a need for researchers to differentiate between hard gains (e.g. bonuses 

and increased headcount) and soft gains (opportunities for personal growth and development) 

if the true implications for employees are to be accurately audited.

Box 14.6 Workplace partnership – Polarised perspectives

Optimistic

● Union renewal, legitimacy, renaissance, organisation

● Organisational success, competitiveness, productivity

● Employee involvement, quality of working life

● Win–win ▲
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Partnership: Summary and prognosis

The weight of evidence suggests that partnership has failed to take root in the British context. 

The fragility of such pacts founded on voluntary consensus has been linked to the British variant 

of capitalism. It has long been accepted by institutional analysts that partnership and the ‘share-

holder primacy norm’ (Deakin et al., 2005: 68;) residing at the heart of neo-liberal systems of 

corporate governance are likely to make for uneasy bedfellows. The most tenacious exponent of 

this position is the German academic Wolfgang Streeck. Simply put, Streeck’s thesis centres on 

the voluntaristic tradition of British industrial relations, which is viewed as incongruent with 

long-lasting union–management cooperation (see Butler et al., 2011 for a summary). Streeck 

(1998: 200) has argued that within the British context ‘short-term economic contingencies typi-

cally create temptations for employers to defect from long-term beneficial arrangements’. This 

contrasts with the German experience, where ‘beneficial constraints’ in the form of hard regula-

tion, e.g. the laws on codetermination, ‘impose sufficiently strong sanctions to make opportun-

istic withdrawal from reciprocal obligations highly unlikely’ (Streeck, 1998: 202). In summary, 

successful partnership arrangements within the British context are unlikely to emerge unless 

there is a specific constellation of supportive factors in place that may substitute for ‘hard regula-

tion’, e.g. strong trade unions, managerial skill and political sensitivity and trust. The dearth of 

such factors in the British context ultimately renders partnership a high-risk union strategy.

Distilling all this material, it is evident the once powerful mode of representative voice pro-

vided by trade unions has been severely weakened. It is unlikely that the level of trade union 

coverage will return to that experienced in the heady days of the 1970s – at least for the foresee-

able future. This dynamic has stimulated interest in alternative modes of collective representation 

and it is to these that we now turn.

Non-union systems of employee voice: A unitary approach to collective 
representation?

It has become commonplace for commentators to posit the presence of a ‘representation gap’ 

(Towers, 1997). Given the scale of trade union decline outlined in the previous section, such 

● Greater job security

● Better working conditions

● Higher productivity.

Pessimistic

● Union incorporation, emasculation

● Work intensification

● Surveillance

● Co-option

● Employee disillusionment

● Zero sum.

(Source: Johnstone et al. (2009: 264.))
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accounts are often treated as beyond reproach. In one sense, however, this orthodoxy is problem-

atic. As Millward et al. (2000: 124) acknowledge, the decline in trade union coverage has been 

matched by ‘a major shift to non-union forms of voice’. While such non-union arrangements can 

take a variety of forms (including, of course, employee involvement), macro-level survey data 

(i.e. WERS) indicats that a significant number of non-union firms possess workplace-level joint 

consultative (i.e. non-union) modes of employee representation (NERs). Sometimes these may 

be used as part of a sophisticated HRM approach (Williams and Adam-Smith, 2010: 224). This 

might suggest that the absolute magnitude of the purported representation gap characteristically 

‘read-off’ from statistics relating to trade union coverage has been somewhat overplayed. At the 

very least, in view of the decline in both union recognition and the coverage of collective bargain-

ing, questions concerning the effectiveness of non-union modes of voice become ever more per-

tinent. We consider the NER phenomenon in detail next.

NER defined

Non-union employee representation structures represent components of the wider phenomenon 

of employee participation (see Box 14.4). Being representative structures, NERs, like trade 

unions, embody indirect employee participation. Such institutions, therefore, perform an agency 

function and must consequently be distinguished from direct forms of employee voice (employee 

involvement), e.g. briefing and problem-solving groups discussed earlier. They may be viewed as 

a sub-species of the works council format, which Rogers and Streeck (1995: 6) have defined as 

‘institutionalized bodies for representative communication between a single employer (“manage-

ment”) and the employees (“workforce”) of a single plant or enterprise (“workplace”)’. As Hespe 

and Little (1971: 329) observe, however, ‘works councils can mean different things in different 

countries’, and indeed within the UK the traditional lack of legal prescription renders the NER 

phenomenon particularly amorphous. Consequently, in terms of form, a diverse range of per-

mutations is possible. Following Biagi’s (1998: 484) modelling, workplace representative bodies 

may be analysed along two dimensions relating to their structural and functional properties. With 

regard to the former aspect, NERs may, for example, represent both managerial and non-mana-

gerial grades, or, as is common, solely the latter grouping. In respect of function, the terms of 

reference of the bodies might extend to issues distributional in character (e.g. wage bargaining) 

and/or items more integrational in nature, such as productivity matters. Additionally, and cru-

cially, competence is similarly apt to vary from the right to information through to ‘meaningful 

consultation’. Depending upon the context, such councils may consequently be more redolent 

of a mode of ‘top-down’ communication than a vehicle for the genuine expression of employee 

voice. Notwithstanding these ambiguities, Gollan (2001: 378) has usefully identified six common 

elements appertaining to NERs and this allows us to sketch a broad conceptualisation:

1. Only employees at the organisation can be members of the representative body.

2. There is no, or only limited, formal linkage to outside trade unions or external employee 

representative bodies.

3. A degree of resource is supplied by the organisation in which the employee representative 

body is based.

4. There is a representation of employees’ interests or agency function, as opposed to more 

direct forms of individual participation and involvement.

5. Such structures predominantly deal with a range of issues at a workplace and/or organisa-

tional level.

6. There is no independent membership criterion based on individual employee 

contributions.

While this outline represents a useful point of entry, it nevertheless fails to emphasise the pre-

eminent characteristic of these institutions – traditionally within the UK context, in contrast to 
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the European variant, such structures have lacked legal institutionalisation. Prior to 2005 and the 

transposition of the Directive on Information and Consultation (discussed later), they were 

exclusively managerial emanations, existing solely under the sufferance of employers. It is impor-

tant, therefore, to stress that the institutions under review are typically not regarded as neutral 

structures; there is a need to emphasise in the vast majority of instances the primacy of manage-

ment as architect, initiator and patron. Given their managerial genesis, there is consequently a 

strong prima facie presumption of a lack of independence. They would therefore appear, to vari-

ous degrees, to be under the control or domination of the employer.

NER: Exploring the effectiveness of the voice process

In line with the analysis in the previous section, the vast bulk of research in this area (e.g. Watling 

and Snook, 2003; Butler, 2005, 2009a, 2009b; Upchurch et al., 2006) indicates that NER is a 

largely ineffectual mode of voice. Butler (2005) tracks the problems encountered by NER to 

deficiencies in four key areas: power, autonomy, competence and legitimacy (see Figure 14.1). 

The interplay of power and autonomy is deemed to be of particular significance. A major short-

coming in terms of the former is an absence of ‘latent’ power resources, i.e. the inability to engage 

in militant activity (e.g. strikes) to pursue demands (e.g. wage claims). With respect to autonomy, 

the terms of reference are typically managerially derived and the more contentious issues (e.g. pay 

and restructuring) are often deemed ‘ultra vires’, or beyond the scope of the remit of these 

forums. As eloquently argued by Donaghey et al. (2011: 59), management can, through the design 

of particular institutional arrangement, invoke a climate of ‘silence’ on certain issues. Outlining 

a similarly subtle approach to the emasculation of voice, Butler (2005: 285), drawing on Poole’s 

(1978) notion of ‘mental resources’, argues that in such contexts management will often seek to 

‘educate’ delegates as to the cogency of managerial action and immerse them in corporate defini-

tions of success. In the face of such unitary norms, the pressures for conformity are immense, 

damping the potential for independent action. As such, the bulk of the data indicate severe 

shortcomings in the effectiveness of this mode of voice – see e.g. Gollan’s (2003) study of 

Eurotunnel.

This is not to say that NER cannot deliver benefits for employees in certain settings. Indeed, 

where NER is used as part of a strategic approach to HRM, management would be well advised 

to listen to such modes of voice, lest problems and issues become ‘bottled up’. Furthermore, the 

Information and Consultation Directive (see the section on this later in the chapter) has the 

potential to transform NER. What data there are, however, indicate that NER is a far less effec-

tive form of representation than orthodox trade unionism.

NER: Exploring the ‘riddle’ of managerial strategy

The shortcomings of this mode of voice beg an interesting question – why does management often 

commit significant resources to maintaining this form of representation? According to Butler 

(2009a: 200), until relatively recently it was customary to conceptualise NER as a more or less 

straightforward component of a broader strategy of trade union avoidance (see Gall, 2003: 88) 

or substitution. The argument here is that management erects a simulation of pluralist architecture 

in order to deactivate employee demands for independent external representation – often in 

response to the trade union recognition legislation discussed earlier. Latterly, however, scholars 

have started to question the idea of a single simple model of employee behaviour, suggesting that 

there are several factors that may impinge on managerial attitudes towards voice (see Gollan and 

Dundon, 2007). Significant amongst this emerging body of work is the contribution of Taras and 

Kaufman (2006). In seeking to capture the ‘diversity of the NER realm’, these scholars draw on 

the North American experience to suggest functionalities beyond union avoidance. Here the 

industrial relations focus is joined by ‘softer’ HR rationales, including the fostering of cooperation, 

morale building and enhanced production efficiency. Research by Butler (2009a) indicates that 

these goals are not mutually exclusive – i.e. aims pertaining to both union avoidance and soft HR 
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may be pursued simultaneously. It is suggested, however, that these represent ‘rival logics of 

action’. Developing this point, Butler (2009a: 211) stresses that ‘there is an evident tension in 

management’s quest for goals relating to the stout defence of goals of prerogative on the one hand, 

and the generation of employee engagement and commitment through the structured involvement 

of the workforce on the other’. Butler’s ‘rivals of (managerial) logic’ approach captures the idea 

that the creation of a façade of organisational democracy is problematic for employers – not just 

workers. To be sure, through union avoidance, management maintains tight control, but in an era 

where organisations are increasingly being exhorted to recognise the importance, even the 

necessity, of maximising employee voice, the stifling and effective nullification of meaningful 

dialogue could be short-sighted. In this regard, ongoing research into the impact of the Information 

and Consultation Directive will be useful in examining whether external institutions of regulation 

can trigger meaningful dialogue in non-union organisations. This theme is further developed in 

the section below.

Figure 14.1  NER and employee voice – key deficiencies.
Source: Butler (2005).
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Key controversy

Do workers in non-union organisations have the same ability to influence their terms and conditions of employment 
as their unionised counterparts?
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Works councils and consultation in the European Union

At this point we will pause to consider some of the more recent developments in respect of col-

lective or indirect employee voice. A recurrent theme within this chapter has been the ascendance 

of managerially inspired modes of voice, i.e. employee involvement. By and large, systems of 

indirect participation, i.e. mechanisms that seek to involve employees more fundamentally in the 

‘political structures of the firm’ (Brannen, 1983: 16), fared less well throughout the 17-year period 

of Conservative government from 1979 to 1997. However, the decision of the Labour government 

to sign up to the European Agreement on Social Policy (the Social Chapter) in 1997 put employee 

participation firmly back on the agenda.

There is a long history of a European level of interest in employee participation. Plans for a 

‘fifth directive’ that sought to provide workers with boardroom representation were suspended 

inconclusively in 1982. A new framework for a European Company Statute was again launched 

in 1989 (Hyman and Mason, 1995: 33). This also called for workers to have board-level input. 

However, pressure from employers and the British Conservative government ensured that the 

draft directive was never ratified (Hyman and Mason, 1995). As Leat (2003: 245) notes, ulti-

mately such initiatives ran counter to the UK’s voluntarist tradition and even more so to the 

neo-laissez-faire approach adopted by British governments after 1979. Consequently, the decision 

of the Blair government to bind Britain to the European Social Policy Protocol under the Treaty 

of Amsterdam (1999) marked a fundamental change in policy. Following this move, the directives 

agreed between 1994 and 1998 and all subsequent legislation under the Social Chapter became 

applicable to British companies. In terms of employee voice, the most far-reaching of these 

measures have been the directives on European Works Councils (1994) and Information and 

Consultation (2002).

The European Works Council Directive

Background

The European Works Council (EWC) directive, transposed into UK law in 1999, requires an EWC 

to be established in companies with at least 1,000 employees within the EU and at least 150 

employees in each of at least 2 member states. It is thus explicitly aimed at multinational com-

panies (MNCs). It has been estimated that the directive covers around 1,850 MNCs (Kerckhofs, 

2002). By 2003, 639 MNCs had negotiated agreements (Waddington and Kerckhofs, cited in Hall 

and Marginson, 2005: 208). The directive is a response to the concerns of the European Com-

mission regarding the power of MNCs to take decisions in one member state that affect employ-

ees in others without their being involved in the decision-making process (Leat, 2003: 250). The 

legislation is thus intended to bridge the ‘representation gap’ between the growth of trans-

national decision making and employees’ hitherto strictly nationally defined information and 

consultation rights (Hall and Marginson, 2005). The EWC Directive is significant in that the 

requirement for mandated consultation (see Box 14.7) suggests some potential for the extension 

of employee influence.

Impact of the directive

Over a decade after the directive’s inception, a reasonable amount of research has been conducted 

exploring the workings of these institutions. Reviewing the data, Blyton and Turnbull (2004: 

373–4) argue that EWCs overwhelmingly tend to be management-led, with restrictions placed 

on the consultation procedure. These findings chime with an overview of the terrain by Hall and 

Marginson, who conclude that very few agreements depart from the formalised definition of 
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consultation as set out in the directive, i.e. ‘the exchange of views and establishment of dialogue’ 

between employee representatives and management (Hall and Marginson, 2005: 207). Only spo-

radically are firmer consultation rights provided such as the right of employee representatives to 

be allowed to respond formally to managerial proposals and receive a considered response before 

management acts (Hall and Marginson, 2005). The balance of evidence is that limited headway 

has been made by EWCs in extending employee influence over strategic issues, with any impact 

restricted to the implementation of decisions rather than their actual substance (see, in particular, 

Stirling and Fitzgerald, 2000).

A plausible interpretation of the current situation is that companies operating EWCs have 

aligned them with their own organisational requirements, exploiting the directive for corporate 

purposes (see Waddington, 2011b: 225, emphasis added), rather than those of their employees. 

Hall and Marginson (2005) cite a study by Wills in which British managers generally had a 

positive view of the contribution of EWCs, seeing them as a way of reinforcing corporate com-

munications and downplaying their consultative and representative role.

Box 14.7 The competence of EWCs

European Works Councils have the right to meet with central management once a year. There must be information 
or consultation on:

● the structure, economic and financial situation of the business;

● developments in production and sales;

● the employment situation;

● investment trends;

● substantial changes concerning the introduction of new working methods or production processes, transfers of 
production, mergers, cutbacks or closures of undertakings.

Similarly, in Nakano’s study of 14 Japanese MNCs (again cited in Hall and Marginson, 2005), 

managers perceived EWCs as providing benefits in terms of information provision, the foster-

ing of cooperation between management and employee representatives and the development 

of a wider corporate identity among employee representatives (see also Timming, 2007 for a 

useful overview of the literature). Furthermore, as Waddington (2011a: 225) observes, citing 

a study by Vitols, managerial expectations that the establishment of EWCs would slow cor-

porate decision-making have not been realised. Many studies hence suggest that the EWC 

machinery is prone to be hijacked by management, who then reconstruct these ostensibly 

pluralist structures along unitary lines to form part of the employee involvement apparatus. 

Arguably this stems from the original legislation that gave organisations considerable latitude 

in how to implement the directive. More alarmingly, Timming (2007: 251) points to the ‘dark 

side’ of the operation of EWCs, suggesting that management may use divide-and-rule tactics 

to ‘encourage competition between geographically dispersed workforces’. Under such a sce-

nario, managers are able to ‘convert an ostensibly labour-friendly institution into a business-

friendly managerial tool’. So far the creation of  EWCs appears to have done little to 

significantly improve the participation rights of British workers. Indeed, it is conceivable that, 

albeit unintentionally, mandated employee participation has significantly buttressed employee 

involvement arrangements. As Waddington (2011a: 232) observes, alterations to the directive 

(e.g. greater emphasis on the timely provision of information by management) may lead to 

improvement, but positive developments will be reliant on the efforts of EWC representatives 

and trade unionists.
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EWCs and trade union voice

The potential implications for trade unions vis-à-vis the EWC regulations have been well explored at 

a theoretical level. The key issue preoccupying commentators has been the pan-European implica-

tions for organised labour. Banyuls et al. (2008: 532) have styled this the ‘tensions of micro corporat-

ism caught between international solidarity and regime competition’. Scholars have highlighted two 

potential dynamics within this ‘tension’. First, at an optimistic level it has been suggested EWCs hold 

out the potential for cross-national collaboration of the labour movement. From within this perspec-

tive, EWCs are viewed as ‘potential precursors towards European level collective bargaining and 

institutions providing an opportunity for trade union renewal’ (Taylor and Mathers, 2002; cited in 

Banyuls, 2008: 534). This interpretation sees possibilities for ‘horizontal integration’, with EWCs 

acting as a bulwark against ‘regime shopping’ – the situation where organisations seek to move opera-

tions to deregulated low-cost economies. A more pessimistic strand of the early literature cautioned 

that EWCs might conversely become parochially orientated defenders of local interests (Schulten, 

1996; cited in Weston and Martinez Lucio, 1998). Under this scenario, employee representation 

becomes fragmented into ‘productivity coalitions’ with local management, such pacts being sustained 

through competition with other units of production (see Weston and Martinez Lucio, 1998: 558–9 

for a summary) via the invocation of ‘coercive comparisons’ (Ferner and Edwards, 1995). Representa-

tives are tempted to ‘free ride’ using the information gathered from EWCs to consolidate and 

strengthen their own local position (see Weston and Martinez Lucio, 1998: 559) undermining inter-

national solidarity. Interestingly, this important theoretical dichotomy remains remarkably under-

explored at an empirical level. Certainly it is well accepted that EWCs have not acted as engines for 

pan-European collective bargaining. There is some evidence of management using EWCs as a strat-

egy of ‘proactive fragmentation’ (Timming, 2007: 251), encouraging divisiveness and competition 

between international plants with a view to securing local concessions (Timming, 2007: 251). There 

is similarly, however, some (albeit limited) evidence (e.g. Banyuls et al., 2008) of EWCs being used to 

attenuate the consequences of regime competition, with international delegates acting in unison 

within a sense of international solidarity. However, the antecedent factors that might underpin the 

emergence of these very differing scenarios have not been significantly explored (Butler et al., 2016).

The Information and Consultation Directive

Background

These recent regulations (the Information and Consultation of Employees Regulations 2004, 

ICE) make provision for employees to be consulted and given information on major developments 

in their organisation. They differ from the EWC Directive, as here coverage extends to all com-

panies in the EU with over 50 employees – not just MNCs. In the British context, the directive 

has been portrayed as a useful corrective to the failure of voluntarism (Sisson, 2002: 2) and the 

consequent ‘representation gap’ (Towers, 1997). The key significance of the legislation is that it 

is a vehicle for the extension of participation for employees without trade union representation. 

As such it has the potential ‘to transform the UK industrial relations environment’ (see Gollan 

and Wilkinson, 2007: 1145).

Key controversy

Are EWCs likely to result in European-level collective bargaining? Does the evidence suggest that the EWC Directive 
has significantly increased the degree of employee influence in MNCs? If not, why not?
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The original proposals were strongly backed by the French amid objections from Germany, 

Ireland, Denmark and the UK. Although the directive was initiated under the Social Chapter, 

and hence subject to qualified majority voting, these four dissenters comprised a sufficient block-

ing minority to initially keep the proposals off the statute book. The UK’s objection was based 

on the notion of ‘subsidiarity’, the doctrine that the EU should only legislate where the objectives 

cannot be reached by legislation at national level (www.eurofound.eu). The proposals were, 

however, accepted by the European Parliament in February 2002. Under a compromise position, 

the UK (along with Ireland) had dispensation to phase in the legislation over a four-year period. 

Initially, only companies with 150 employees were covered.

Organisations with existing information and consultation arrangements that have the support 

of employees can continue operating them. In other circumstances, employees must ‘trigger’ 

negotiations with their employer to agree new information arrangements. If the negotiations do 

not produce an agreement, statutory information and consultation arrangements become appli-

cable (see Box 14.8).

Impact of the directive

To date there has been limited research exploring the effectiveness of the directive. What evidence 

there is, however, mirrors much of the EWC’s output. Thus, Hall et al.’s (2007) ‘provisional’ 

study of Information and Consultation (I&C) arrangements in 13 case study organisations high-

lights how the forums ‘were dominated by information provision by management’ (p. 75). Devel-

oping this theme, it is noted that ‘evidence of consultation as discussion before a decision and 

the even tougher criterion of influencing management plans were fairly sparse’ (p. 75, emphasis 

added). While induction training was provided in most instances, there was only ‘limited evidence 

of subsequent training’ (p. 72) and little indication that management went out of their way to 

build up representative effectiveness. Alarmingly, a significant proportion of workers across the 

study organisations were actually ignorant of the presence of the representative bodies. Bennett’s 

(2010) public-sector study is similarly useful in highlighting the more limited awareness of union 

representatives of the regulations when compared with HR practitioners – a significant finding 

given the ‘triggering’ requirement. Hall et al.’s (2011; see also Hall and Purcell, 2012) broad 

conclusion based on a wider analysis of consultation in 25 organisations is that the directive has 

had only ‘limited significance’ (p. 22), sentiments echoed in other comparative case study research 

(Taylor et al., 2009; Koukiadaki, 2010; Dobbins et al., 2011).

Box 14.8 The right to information and consultation

The right to information and consultation covers the following:

● information on the recent and probable development of the organisation’s activities and economic situation;

● information and consultation on the situation, structure and probable development of employment within the 
organisation;

● information and consultation on decisions likely to lead to substantial changes in work organisation.

Source: www.eurofound.eu.

Gollan and Wilkinson (2007: 1152) caution that there is a danger of viewing the legislation 

as a ‘single shock to the system that will have a once and for all effect’. The argument here is 

that learning on all sides may develop the participation process. Consequently, ‘managers may 

become more comfortable and employees more confident, changing an ineffectual consultation 

process into something with real meaning’ (Gollan and Wilkinson, 2007). Hall et al.’s (2007) 

http://www.eurofound.eu
http://www.eurofound.eu
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findings lend guarded support to this line of argument. Four of the ICE bodies under review 

had actually declined in effectiveness. Evidence of weakness and marginality was seen, inter 

alia, in a lack of weighty agenda issues, lack of consultation on major organisational change 

and a lack of training for new members. Nonetheless, in five cases there were signs of growing 

effectiveness being invoked through ‘experiential learning’ (Hall et al., 2007: 7). Taken as a 

whole – and in line with the emphasis on legislatively prompted voluntarism (Hall, 2005) – the 

emergent evidence suggests a variegated and complex set of outcomes rather than any sort of 

wholesale transformation to structures of  participation and systems of  corporate 

governance.

EWCs and ICE: A need for a more integrated research agenda?

As outlined in the preceding section, in recent years, parallel yet wholly discrete streams of EWC 

(e.g. Timming, 2006, 2007; Waddington, 2011a, 2011b) and ICE (e.g. Taylor, 2009; Koukiadaki, 

2010; Dobbins, et al., 2011) research have emerged. One important corollary is the absence of 

data dealing with the institutional interplay or interconnectedness of pan-European (EWC) and 

national (ICE) forums – more specifically, consideration of the cross-fertilisation of strategy, 

ideas and practice. This empirical dualism is untenable, not least because the twin instruments 

are viewed by the European Commission as complementary components of the European social 

dimension. The current emphasis on reductionism hence limits understanding of both the poten-

tial synergies and emergent tensions.

Scholars seeking to probe the EWC–ICE nexus might do well to look to elements of contem-

porary institutional theory for theoretical insight where knowledge of matters pertaining to 

spheres of interaction, networking and the cross-diffusion of practice are well developed. The 

theme of ‘institutional complementarity’, famously explored within the field of comparative 

political economy (e.g. Hall and Soskice, 2001), while potentially pertinent, has been overlooked 

by EWC and ICE analysts. Researchers could usefully explore the degree of articulation and 

interest aggregation between the two institutional levels. Do ICE structures act as conduits 

through which EWC reps cascade matters downstream, as widely used in continental Europe (see 

Lecher et al., 1999). Might ICE structures act as ‘signalling mechanisms’ (Marginson et al., 2004: 

211), alerting European works councillors to local decisions that may have a trans-national 

dimension? Do delegates at the two levels network and share intelligence and a common strategy 

vis-à-vis the pursuit of joint interests or is this stifled by jurisdictional claims, competition and 

tensions? These important issues warrant attention.

Key controversy

Why might employers object to employees having legally mandated rights to consultation? How might consultation 
improve the quality of the decision-making process? Could the ICE directive form part of a strategic approach to HRM?

Concluding comments

It is evident that the expression of employee ‘voice’ remains central to the employment relation-

ship. Recent years have witnessed a decline in the coverage of collective bargaining (e.g. van 

Wanrooy et al., 2013), i.e. participation, towards managerially inspired forms of voice. The 

implications of this dynamic are open to differing interpretations. At one level there is concern 

that the increasing absence of  independent representation renders workers vulnerable to 
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exploitation by unscrupulous employers. Certainly, managers are using a variety of techniques 

to engage employees (van Wanrooy et al., 2013: 18); however, ‘while the majority of employees 

feel that managers are good at seeking their views, fewer employees feel that they influence deci-

sion making’ (p. 18). Such data indicate grounds for concern – at least for those of a pluralist 

persuasion. These developments must nonetheless be set within the context of the enhanced 

‘juridification’ or state regulation of the employment relationship. New Labour’s ‘floor of rights’ 

approach (1997–2010) – which set out minimum acceptable standards of managerial behaviour 

in a variety of areas (e.g. the national minimum wage and family-friendly policy) – arguably 

reduced the potential for the widespread and systematic abuse of employees’ rights. The issue of 

whether state regulation can fill the vacuum left by the decline of collective voice will remain 

contentious.

It is worth noting that employee participation – in the guise of the European regulation of 

consultation – has undergone something of a minor renaissance in recent years. The European 

Works Council and Information and Consultation directives both provide employees with signifi-

cant rights to information and dialogue on economic, employment and strategic issues. What data 

there are, however, suggest these developments are unlikely to supply workers with effective voice 

(e.g. Hall and Marginson, 2005; Hall et al., 2013) and their future, of course, remains uncertain 

following the UK vote for Brexit in June 2016. This juxtaposition of declining trade union coverage 

and lukewarm government support for ‘mandated’ consultation suggests that representative par-

ticipation is likely to remain significantly eclipsed by employee involvement for many years to come.

Summary

● The topic of  employee voice comprises three distinct but related concepts: employee 

involvement, employee participation and industrial democracy. The difference between 

these constructs is best understood in terms of  variations in employee power and influ-

ence. Broadly speaking, there is a continuum ranging from narrow task-based employee 

input (employee involvement) through to elements of  co-determination or joint decision-

making (participation), extending to full-blown employee ownership (industrial 

democracy).

● The topic of voice has a long history. Interestingly, while employee involvement is nowadays 

ascendant, this is a relatively recent phenomenon. In the past, the field has been dominated 

by the themes of participation and industrial democracy. The current hegemony of employee 

involvement can be tracked to the 1980s and the emergence of neo-liberalism and various 

influential HRM models. While employee involvement is currently ascendant, developments 

at EU level have served to bolster the flagging fortunes of employee participation. The Euro-

pean Works Council and Information and Consultation Directives provide employees with 

statutory rights to consultation hitherto denied to British workers. Academic commentators, 

however, have expressed reservations as to whether the legislation has the potential to seriously 

challenge managerial prerogative.

● Empirical research thus indicates a trend towards employee involvement and a decline in 

representative participation. An outcome of this trend is that large swathes of the British 

workforce are not covered by trade union representation. There is concern that a ‘representa-

tion gap’ has opened up and that such workers lack ‘voice’ and the ability to influence work-

place decisions.

● There has been some experimentation with non-union forms of collective voice (NERs). Evi-

dence suggests that such structures are managerial creations that lack power and autonomy. 

One corollary is that pluralist commentators argue these are a wholly ineffective substitute 

for independent trade union voice. Such structures may, however, be compatible with HRM 

given its unitary underpinnings.
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Questions

1 Why is employee involvement described as unitarist?

2 What are the main trends in representative participation since 1980?

3 Why might management resist moves to greater industrial democracy?

4 Which approach to voice is more aligned with HRM – employee involvement or 

participation?

5 Why has trade union membership fallen over the last 30 years or so, and do unions still serve 

a useful purpose?

6 What are the key differences between the EWC and ICE Directives?

Case study
‘Voice’ issues in a retail fashion organisation

Company A is a fast-expanding fashion retail firm. It 
currently has 80 branches across the UK and plans to open 
another 20 or so stores over the next 3 years. The corporate 
strategy is to offer ‘niche’ products to ‘young aspiring 
professionals’ – the retail outlets are in prime locations in 
affluent parts of the country; the garments mimicking ‘top 
end’ designer brands. According to the senior managerial 
team a high degree of customer service is central to the 
brand proposition; this is necessary if the products are to 
attract a price premium. As such the organisation offers a 
range of bespoke services including the provision of 
personal shoppers. Customers can seek advice on a range 
of sartorial matters, for example, what to wear at an 
interview; the correct attire for weddings. The organisation 
has successfully expanded in recent years and much 
emphasis has been placed on training. All shop floor staff 
are automatically enrolled on an NVQ Level 3 course in 
fashion retail with an option to upgrade to Level 4. 
Nonetheless, other aspects of HRM are relatively under-
developed – including the provision of employee voice. The 
company does not recognise any union for the purpose of 
collective bargaining. Similarly, there is a broad absence of 
‘employee involvement’ techniques; nothing in the way, for 
example, of problem solving groups or staff briefings To the 
extent that EI is used, the techniques are an ad hoc collection 
of interventions sponsored by different members of the 
senior managerial team. A recent development is a monthly 
newsletter which is sent directly to each worker’s home 
address. There is also an intranet site where employees 
(‘colleagues’) can post comments and suggestions. The 
actual degree of readership and usage is not measured in 
any way. The organisation recently launched an annual staff 

survey, ‘Your Voice at Work’. The first set of results indicated 
widespread dissatisfaction amongst the work force on 
certain issues. For example, the majority of operational 
respondents ‘disagreed’ with the statement that ‘I am happy 
with my terms and conditions of employment’. Similarly, 
most disagreed with the assertion that ‘I believe my opinions 
are valued by management’. These findings are a cause of 
considerable concern to the board of directors. There is a 
belief that such dissatisfaction could compromise the quality 
of service delivery, undermining plans for expansion. There 
is a realisation that the company needs to invests in a more 
holistic and strategic approach to ‘voice’.

The task

As an HR consultant with expertise in this field, you are 
required to review the current situation at Company A and 
outline options that will resolve employee discontent 
around issues of involvement and participation. It is the 
responsibility of the senior managerial team to take the final 
decision so you do not need to recommend a particular 
course of action – but you do need to say what the likely 
consequences are of the options you put forward. So, your 
task is not to find a ‘best practice’ solution to this problem 
but to outline possible options and critically evaluate the 
implications of these suggestions. Options might include, for 
instance, seeking a ‘partnership’ agreement with a trade 
union; the creation of an in-house NER; the utilisation of 
problem-solving groups; and the ‘triggering’ of the ICE 
Directive. All will have problems e.g. in terms of cost, the 
management of employee expectations and the need to 
bring in managerial expertise.
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PART 5
COMPARATIVE HUMAN 
RESOURCE MANAGEMENT



Introduction to Part 5

The growth of interest in comparative human resource management stems from the emergence of 
globalization over the past half century, a phenomenon that has accelerated considerably since the 
millennium. Globalization describes the proliferation of international trading links, foreign direct 
investment by multinational firms and associated cross-border mergers and acquisitions. These 
developments are in part sustained by more rapid digital telecommunications and information tech-
nology, faster, more frequent and cheaper transport links and rapid technological change. Globaliza-
tion also involves the integration of markets worldwide and on a regional level and is being stimulated 
further by emerging economies, particularly China and India. Further, still the tendency to globaliza-
tion has more recently been reinforced by the emergence of new patterns of migration both within 
and beyond the European Union. As a consequence, migrant labour, within and beyond the formal 
economy, represents a new facet in the management of human resources in domestic firms and 
multinational firms.

The dominance of multinational firms is one of the most visible manifestations of globalization. 
As companies and organizations expand their cross-border activities, there is a concomitant increase 
in business activity together with an increase in cross-border integration of their production pro-
cesses. This, in turn, has created growing interest in the ways in which they achieve international 
management control and coordination, and what effect such coordination has on HRM in the coun-
tries in which their operations are based, that is, in subsidiary operations of multinational firms and 
indigenous firms too.

The possible role of MNCs as forces for change and innovation in national HRM systems is just 
one element in a wider debate that is focused on the effects of globalization on the national integrity 
of individual economic and business systems. Is it the case that varieties of capitalism remain efficient 
in their own national contexts, or does globalization create new pressures for change challenging 
the sustainability of some national varieties to stimulate convergence towards a dominant global 
model of international business and associated strategies for the management of human resources?

The two chapters that comprise this part of the book cannot do justice to the complexity and 
scale of these issues, they do however serve to provide a flavour of some of the developments in the 
field and some of the key debates that are emerging. Chapter 15 gives a comparative perspective on 
HRM. It explores the convergence and divergence of employment systems in Germany, Japan and 
the USA and examines the role played by subsidiaries of American, German and Japanese multina-
tional firms in bringing HRM innovations to the UK. By association the chapter focuses on the dif-
fering reactions to global financial crises and the diffusion of new business models associated with 
financialization in these employment systems. The chapter also provides some measured discussion 
of the effects of Brexit on business strategies and associated approaches to HRM in subsidiaries of 
overseas multinational firms currently located in the UK.

Chapter 16 provides a detailed comparative examination of employment relations in two key 
emergent economies: China and India. It uses cultural and institutional perspectives to explore how 
historically rooted national characteristics interact with international, globalizing influences to shape 
employment relations in these significant global players.



CHAPTER 15
COMPARATIVE HRM IN THE 
CONTEXT OF FINANCIALISATION, 
FINANCIAL CRISIS AND BREXIT
IAN CLARK

Objectives

● To demonstrate how institutional patterns of employment regulation are 
embedded within wider features of societies, specifically their business 
systems.

● To illustrate the distinctively national character of employment systems in 
Germany, Japan and the USA.

● To identify and explain recent pressures for change in employment systems, 
e.g. the adoption and diffusion of new business models resulting from the 
financialisation of businesses, the financial crisis and the UK ‘Brexit’ from 
the EU.

● To introduce new developments in the literature on work and employment 
which challenge the authority of institutional analysis such as the emergence 
of ‘rule-making’ by multinational firms and ‘informalisation’ in employment 
relations.



Singapore listed firm JLR has undertaken considerable 
investment in manufacturing and R&D in the UK in recent 
years and deliberately trades on the ‘Britishness’ of prod-
ucts whose customer base is global rather than European. 
JLR too is interesting because it has rejuvenated a business 
which its previous owner Ford was unable to effectively 
manage. 

 Mini is another British-based foreign-owned multina-
tional whose parent BMW invested heavily in the firm’s 
Oxford manufacturing plant. Mini also trades on the Brit-
ishness of its product and, whilst BMW is an avowed Euro-
pean firm which actively supported the remain campaign, 
BMW has not sought to centrally control or manage the 
business and HR strategies of Mini. Rather it has encour-
aged a focus on forging and developing local skills through 
a well-developed apprenticeship scheme. 

 Toyota and Honda are different again in strategy and 
focus. Both firms are exemplars of the trend for foreign 
direct investment in the UK during the 1980s and 1990s. 
Japanese multinationals invested in the UK in order to get 
inside the EU common external tariff by manufacturing 
what became classed as British cars manufactured domes-
tically rather than imports of Japanese cars. Both firms 
brought with them innovative approaches to business and 
HR strategies, some of which are now widely diffused in the 
UK beyond car manufacturing.   

   Ford considers UK job cuts after Brexit vote as car makers 
eye future  
  Jaguar Land Rover says it’s business as usual after Brexit vote  
  BMW Group declines to speculate on long-term Brexit 
impact  
  There is as much as a 75 per cent chance that Toyota and 
Honda will eventually pull out of the UK   

 Whilst all four auto producers publicly backed the remain 
campaign and urged their workers to vote for remain, the 
varied reaction to the Brexit decision tells us as much about 
the individual firms as it does about the impact of the vote 
leave decision. 

 Ford, a US MNC, is in many ways emblematic of the 
American firm in both business and HR strategies. Employ-
ment relations and HRM in American firms are very central-
ised, formalised and standardised. American firms too focus 
centrally on delivering value to investors, a focus which often 
leads them to centralise activity to remain competitive. 
Indeed Ford closed two UK plants in 2012 in a move which 
was designed to retain competitiveness. Similarly, in an effort 
to centralise and consolidate its research and development 
efforts, Pfizer the drug and pharmaceutical manufacturer 
recently closed UK research sites in Kent and Cambridge. 

 Jaguar Land Rover is what might be termed a ‘British-
based foreign-owned multinational’. An Indian backed 

  Case study 
 The varied reaction of multinational car producers to Brexit? 
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     Introduction 

 The Introductory cases inform the stated objectives of this chapter. First, they demonstrate 

empirically that approaches to international business and international HRM are embedded 

within wider features of a society such as its business system. This embeddedness informs the 

manner in which firms react to external shocks, for example, American firms prioritise investor 

and shareholder claims which inform short-term responses often associated with immediate 

downsizing as a reaction to external shocks such as Brexit. In contrast, German and Japanese 

firms appear to take more stakeholder informed approaches which sometimes avoid short-term 

knee-jerk reactions. The key point in the making is that the reaction of multinationals to the 

operation of subsidiaries, the global financial crisis and the Brexit decision are more informed 

by embeddedness in the American, German or Japanese business system than the Brexit decision 

itself. Second, therefore there is a distinctively national character to employment systems – some-

times termed the country-of-origin effect – in multinationals of different nationality which they 

seek to bring to subsidiary operations in greater or lesser measure. Third, there are though 

Introduction 
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contemporary pressures on multinational firms associated with the diffusion of new business 

models and global events such as the ongoing financial crisis since 2008 and the more recent 

Brexit decision. These developments and pressures may have an impact on established patterns 

of relations between multinational firms, their subsidiaries and the host countries where they are 

located. 

 Accordingly the chapter is divided into six sections. The first section outlines the field of 

scholarship in comparative HRM. This includes an evaluation of the embeddedness of multina-

tional firms in their country of origin and the impact of this on the comparative diffusion of 

HRM in multinational firms of different nationalities, the ‘country-of-origin’ effect. The second 

section reveals a discussion of the financialisation of business, the financial crisis and ‘Brexit’ 

examining the impact of all three developments on comparative approaches to HRM that are 

embedded in particular business systems and in turn the effect of this embeddedness on multi-

national firms. 

 Following on from the two opening sections, sections three, four and five examine national 

patterns of employment and HRM. Section three looks at varieties of HRM in the American 

business system; the fourth section looks at corporate paternalism in the Japanese business sys-

tem; and section five looks at the so-called systematic social partnership in the German business 

system. Section six provides a chapter summary and some conclusions.  

  Comparative and international HRM: The field of scholarship 

 Is there any point in talking about comparative and international HRM? For critics there is not 

much point at all because HRM, let alone comparative or international HRM, is not a subject 

(see  Thompson, 2011 ). However, for students of the sociology of work, work organisation and 

management strategy, there is a significant point in talking about comparative and international 

HRM. Take, for example, the British economy and the current state of employer strategies for 

the management of employees. Today, many standard HRM practices applied in both the public 

and private sectors originated beyond the UK. Innovations such as appraisal and performance 

management, team-working, team leadership strategies and associated approaches to the man-

agement of quality and logistics, non-unionism and union exclusion as a preferred management 

strategy all originated beyond the UK and were first substantively diffused into the British econ-

omy by subsidiaries of foreign multinational firms. 

 Firms usually originate from one nation state, what is often termed their country of origin, 

but today many firms trade internationally and are known as multinational firms. At one stage 

international trade was manifest as the export and import of goods produced by firms, but in 

the contemporary period it is more likely to be manifest as direct foreign investment where a firm 

builds subsidiary operations in overseas territories. Therefore multinational firms are located in 

two or more nations; that is, they operate in and beyond their country of origin. However, they 

are likely to remain embedded within and dominated by the institutional and cultural framework 

of their country of origin. Further, some multinational firms may seek to transfer aspects of their 

home culture and institutional framework to host countries where they have located foreign direct 

investment. In summary, multinational firms go through various stages of internationalisation, 

ranging from initially exporting the goods they produce to setting up local sales offices in differ-

ent territories followed by licensing and franchising operations, which may see local host firms 

producing versions of their goods. These firms may then become more formal subcontractors, 

followed by the creation of wholly owned subsidiaries, together with the development of joint 

ventures or mergers and acquisitions, international consortia, alliances and partnerships. So 

during the twentieth century most multinational firms grew from domestic firms, but in the 

twenty-first century the ‘born global firm’ represents a further contemporary driver of interna-

tionalisation, particularly in the digital economy, e.g. Facebook, Google and Twitter. 

Comparative and international HRM: The field of scholarship 
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So there is a point to talking about international HRM. This is the case because the term 

international HRM describes a set of distinct activities, functions and processes that are directed 

to attracting, developing and maintaining human resources in a multinational firm, i.e. a firm 

that operates in the global economy. However, at this stage, the talk is not complete. All firms, 

national and multinational, recruit, select, organise, motivate, promote, discipline, train and 

develop and terminate their employees, so is it enough to argue that all multinational firms 

undertake these activities in the same manner? Rather, it is necessary to go beyond international 

HRM and bring in a comparative dimension. Comparative HRM suggests that any appreciation 

of HRM is dependent on recognising the reasons for differences and similarities in HR practice 

across firms of different nationality. That is, how different national business systems create dif-

ferences in approaches to the practice of HRM in different societies. Appreciation of these dif-

ferences has led researchers to develop ‘the country-of-origin effect’ (see Dunning, 1999; 

Noorderhaven and Harzing, 2003). International and comparative as a field of scholarship has 

moved through four stages of development. Each of these stages is briefly summarised below.

Staffing decisions in multinational firms

Some of the earliest work on international HRM focused on the development of multinational 

firms and the attitudes of executives in the home country to staffing decisions in overseas sub-

sidiaries. Perlmutter (1969) developed the idea that executives in the company’s headquarters 

could have one of three attitudes towards staffing in subsidiary operations: ethnocentric or home 

country-dominated; polycentric or host subsidiary country-dominated; or geocentric or world-

orientated. In summary, this early phase in the development of international HRM focused on 

the management and use of expatriates in subsidiary operations to either reproduce home coun-

try-of-origin effects or set up and train host country nationals to do so. In effect, international 

HRM had a practitioner focus that represented the international HR services of a multinational 

firm, i.e. recruitment, selection, pay and performance of expatriates plus housing, health, govern-

ment relations, taxation, security and so forth.

International business strategy and the management of human 
resources

The 1980s witnessed a discernible change in the focus of debate away from ethnocentric, polycen-

tric and geocentric studies of international HRM in multinational firms towards two new 

themes. First, studies that focused more specifically on the transfer of policies across borders 

and the attempts of multinational firms to transfer international business and HRM strategies 

in the face of nationally distinctive styles of HRM and employment regulation in host countries 

where subsidiaries were located. For example, Bartlett and Ghosal (1989) conceptualised multi-

national firms as loose federations where the transfer of policies from a country of origin rep-

resented a key strategy yet operated responsively to host country constraints. A central empirical 

theme that came out of this category of research was the persistence of differences, both cultur-

ally and institutionally, between national business systems, what it now termed divergence.  

Explore ● Think of multinational firms with which you are familiar, maybe from the locality where you 
are studying or your own country of origin. Think about how a ‘traditional multinational’ 
becomes a multinational and contrast this with the emergence of ‘born global’ firms?

● What are the implications of this distinction for the development of HR practices and the 
employment of people?
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A second theme focused on the presence of more common approaches to business and the man-

agement of human resources in multinational firms, which suggested that multinational firms 

were getting more similar. This argument is reminiscent of Kerr et al. (1960), who suggested that 

exposure to similar technologies would promote a similar diffusion of industrialisation across 

societies. In the contemporary period, this approach has re-emerged as globalisation and its 

attendant pressures towards convergence. However, the focus on international business strategy 

and the associated management of human resources witnessed the emergence of comparative 

approaches to HRM.

Organisational strategy, HRM in multinationals and divergence

Since the early 1990s, approaches to international and comparative HRM have begun to cut 

through the cultural and technological prescription of convergence theory. Specifically research 

on HRM in multinational firms began to focus more theoretically on the relationship between 

headquarters and subsidiaries. Within this dynamic the moderating effects of embedded charac-

teristics in national business systems were also identified by institutional theory, in particular the 

varieties of capitalism thesis associated with Hall and Soskice (2001). Here the literature began 

to entertain an explicit comparative dimension to identify a convergence of practices, e.g. a 

growing focus on investor and shareholder value as a driver of management strategy. However, 

the literature too recorded divergent responses, whereupon, say, German firms successfully 

accommodated pressures associated with investor and shareholder value. This accommodation, 

however, did not necessarily require German firms to become more like American or British firms 

in either business or HR strategies. That is, German multinational firms retained their German-

ness, in that investor and shareholder value remains an important goal for private-sector firms, 

but did not give up well-established stakeholder approaches to business and employment relations 

management.

Potential drivers of change in comparative HRM in the 
contemporary period?

The contemporary period (i.e. the past 10 years to 2017) has witnessed considerable change in 

the global economy. Businesses are looking for new markets at lower costs, and there has been 

rapid and extensive development in global communications and associated rapid development 

and transfer of new technology. These factors have, in turn, stimulated increased global travel 

and migration, which has improved and extended global education opportunities, widening the 

global talent pool available to domestic and multinational firms. It is argued that there has been 

a further homogenisation of culture and consumer demand and a diffusion of new business 

models based on leverage and merger and acquisition. In addition to these factors, the period 

since 2008 has witnessed a sustained and deepening global financial crisis, an associated credit 

crunch and a Eurozone crisis. These and more recent developments such as the UK decision  

to leave the European Union have an unfolding impact on established approaches to business  

and HRM.

To summarise this section so far one can say the following:

● International HRM is HRM in multinational firms.

● Comparative HRM centres on how HRM is affected by the characteristics of a business sys-

tem and how MNCs are embedded within a national business system.

● That is, how a country of origin leads to points of difference and divergence in the manner 

in which MNCs address international business and international HR issues both at headquar-

ters and in subsidiaries.

● The relationship between these factors forms the basis of the next section of the chapter.
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National business systems

National institutional frameworks of regulation create a comparative dimension of difference in 

terms of how multinational firms approach HRM. Key HR activities such as recruitment and 

selection, appraisal and performance management, learning and development, reward, remunera-

tion, motivation and employment relations previously established in a national firm are exposed 

to an international dimension when the firm becomes a multinational. Therein a multinational 

firm may seek to export aspects of its domestic regulation to overseas subsidiaries. The extent 

of this preference brings into play the comparative strength or weakness of the country-of-origin 

effect associated with multinational firms of a particular nationality.

The economic, political and social characteristics of individual nation states are shaped by 

and embedded within a social system which results in distinctively national characteristics – 

so-called Americanness, Britishness or Germanness. Within this variation, national employment 

systems are one component that reflects wider differences in national cultures and institutions. 

These differences flow from nationally distinctive histories which forge national identity and 

statehood, the development of industrialisation and how the nature and outcomes of class 

conflicts shape political institutions and relations between capital, labour and the state. It follows 

from this that national characteristics shape the strategies of actors such as capital, labour and 

the state. For firms, this is what makes American US firms American and what emphasises the 

‘Germanness’ and ‘Japaneseness’ of German and Japanese firms.

Since the late 1990s, academics have used a framework to evaluate differences and similarities 

between business systems centred on comparative institutionalism. The ‘varieties of capitalism’ 

literature argues that capitalism comes in two broadly defined forms: liberal market economies, 

on the one hand, and liberal coordinated economies on the other (Hall and Soskice, 2001: 1–70). 

Market and coordinated economies are characterised by specific institutional complementarities, 

whereby the existence of two or more institutions stimulates improved performance of the econ-

omy. The German economy, for example, is supported by a coordinated business system which 

sustains co-determination in employment relations between capital and labour. In turn, co-deter-

mination underpins the system of vocational education and training which in turn has helped to 

secure and sustain an innovative export-orientated manufacturing sector. The more-market-

based American business system, too, sustains world class export-oriented manufacturing firms, 

for example, Boeing. However, in contrast to Germany, the ease with which businesses are created 

and can hire and fire workers promotes a strong managerial prerogative. In turn this prerogative 

supports significant levels of business innovation and the application of new business models 

based on venture capital and private equity, often summarised as the ‘new economy’ associated 

business ‘start-ups’, spin-offs and management buy-outs from larger firms. Both business systems 

are sustainable and have specific comparative advantages, which suggests that neither system’s 

typology is inherently superior or preferable. Each system type has different patterns of control 

and coordination and these differences persist over time to embed different patterns of coopera-

tion and conflict between employers, workers and the state. Based on market coordination, liberal 

market economies emphasise flexible labour markets, highly developed financial markets and 

highly competitive product markets. In contrast to this pattern, coordinated economies are based 

on non-market, more bureaucratic forms of coordination such as networks, regional alliances 

and inter-firm cooperation. Moreover, traditionally approaches to finance are long term in 

Key controversy

Is comparative HRM a subject? How is comparative HRM substantively different from international HRM? Is comparative 
HRM a framework that academics use to describe differences? Are these differences of any relevance to HR 
practitioners and potential HR practitioners in MNCs or domestic firms?
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orientation whereas the market for corporate control is less developed as family and long-term 

block shareholding by banks and other institutions is well established. Similarly, employment 

protection is stringent and often constitutionally guaranteed, which encourages firms to cooper-

ate and form alliances in product markets.

The country-of-origin effect

To summarise, a key theoretical theme in the literature is the persistence of differences between 

established business system types in the organisation and activities of the state, capital, labour 

and financial systems. At firm level the country-of-origin effect is derived from these persistent 

differences and further predicts that multinational firms may seek to diffuse HR policies and 

strategies devised in the home country to their subsidiary operations in overseas territories 

(Ferner, 1997; Noorderhaven and Harzing, 2003). Whilst the country-of-origin effect remains 

contentious and ill-defined, the sources of its effect lie in the institutional framework and home 

country culture of a particular multinational firm. A significant mechanism through which the 

effect is manifest flows from the recruitment and selection of country of origin nationals by a 

multinational firm in overseas subsidiaries. The deployment of country of origin nationals may 

too help to embed country-of-origin organisational structures for business and related procedures 

and processes for HRM in an overseas subsidiary, for example, a team-working and associated 

‘scripted speech’ such as co-workers and team leaders. These examples might indicate a strong 

country-of-origin effect. Hence, the country-of-origin effect can be strong where the substantive 

characteristics of the country of origin are deeply embedded to the extent that multinationals 

are highly ethnocentric in the manner in which they manage their overseas operations. For exam-

ple, American multinationals are traditionally viewed as expressive of both culturally,and where 

possible institutionally a strong country-of-origin effect. However, the country-of-origin effect 

can be weaker; for example, German firms in Germany have a very strong cohesive country-of-

origin effect, but the Germanness of overseas subsidiaries is less strong for a variety of reasons.

Host country effects

Host country effects refer to patterns of local regulation, custom and practice and statutory 

regulation which may inhibit or encourage the transfer of country-of-origin effects of multina-

tional firms. For example, it is well known that American multinational firms seek to manage 

through the managerial prerogative, which is often vulgarised in the term ‘hire and fire’. The 

preference for a unitary managerial prerogative often manifests itself  as non-unionism and 

sophisticated approaches to personnel management such as those pioneered by the management 

consultancy McKinsey (Peters and Waterman, 1982). Alternatively, the managerial prerogative 

may be manifest as anti-unionism or ‘union busting’. Despite the embeddedness of these prefer-

ences, in some overseas territories where American multinationals decide to locate, union recog-

nition may be a constitutional right. Because of this, American firms concede that they must 

recognise trade unions but may seek to do so in a manner which has only a minimal effect on the 

managerial prerogative. There is evidence that multinationals often associated with a strong 

country-of-origin effect are now seeking to get closer to the host country and may apply country-

of-origin effects differentially to take into account the strength of particular host country effects. 

For example, Brewster et al. (2008) use a large international data set to demonstrate that the 

Explore Consider a well-known multinational firm, such as McDonald’s or Jaguar Land Rover.

● How strong is the country-of-origin effect?

● What factors led you to draw this conclusion?
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country-of-origin effect is weak. In addition, they find evidence of common global practices with 

sufficient diversity in practice to suggest that multinational firms face conflicting pressures 

towards and away from country-of-origin practices. These pressures may be further reinforced 

by regulatory factors and strategic choice options exercised by local managers as a form of sub-

sidiary autonomy.

‘Reverse diffusion’ in multinational firms

Reverse diffusion involves practices that originate in overseas subsidiaries being repatriated to 

the multinational firm’s country of origin, its headquarters in particular. These practices may 

then be adopted in domestic operations in the country of origin but, in addition, they may be 

re-packaged, re-invented and then diffused to other subsidiary operations beyond where the 

practice originated. The process of reverse diffusion is most likely to occur where the multina-

tional firm has a weakness, but where particular subsidiaries have solutions to these weaknesses 

(see Edwards and Ferner, 2004 for detailed discussion of reverse diffusion).

‘Sector effects’ in multinational firms

Host country effects may mediate country-of-origin effects and reverse diffusion may redefine 

country-of-origin effects and host country effects. Sector effects may override country-of-origin 

effects and some aspects of host country effects. Put simply, sector effects refer to the manner in 

which a particular sector operates. These effects may refer to the ‘rules of the game’ in a particu-

lar sector, where to operate effectively firms must assume a particular style and form which may 

override country-of-origin effects – even those associated with strongly ethnocentric business 

systems such as the American system. In the language introduced earlier in this chapter, firms in 

some sectors may converge on a particular form and style of operation. Colling and Clark (2002) 

found that sector effects in engineering contracting cut through country-of-origin effects, render-

ing nationality a poor predictor of internal style and operations. Similarly, Peston and Knight 

(2012) argue that operationally and managerially the vast majority of international banks con-

form to a sector characteristic that diminished country-of-origin differences to the level of 

insignificance.

To summarise it is possible to say:

● Multinational firms are embedded in the cultural and institutional framework of their parent 

country of origin.

● National business systems can be coordinated or market-orientated. The cultural and insti-

tutional embeddedness present within national business systems informs approaches to HRM 

and industrial relations.

● Multinational firms may seek to export or transfer domestic approaches to HRM to overseas 

subsidiaries. Host country factors may inhibit or reinforce the preference for transfer.

● Sector effects and reverse diffusion may further inhibit or inform country-of-origin effects.

● The country-of-origin effect remains conceptually influential, but in a period of globalisation 

is open to criticism as multinational firms evidently seek to get closer to host country territo-

ries in terms of HR strategies and policies.

Key controversy

● During a period of globalisation or contemporary convergence, is it possible to argue that country-of-origin 
effects remain significant indicators of MNC behaviour?

● Why might MNCs seek to disguise or change their country of origin?
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  Contemporary contexts for comparative HRM: Financialisation, financial 
crisis, ‘rule making’ and ‘Brexit’ 

 Comparative HRM, country-of-origin effects and host country effects do not exist in a vacuum. 

Instead they operate in the context of the global economy, associated global developments or 

local developments such as the UK decision to leave the EU, which may have wider socio-economic 

effects on international business. For the past 10 years the global economy has been dominated 

by three substantive developments – the financialisation of businesses, the associated financial 

crisis and the emergence of ‘rule-making’ by multinational firms rather than an acceptance of 

‘rule-taking’ as predicted by institutional theory. More recently the ‘Brexit’ decision has created 

further uncertainty for international business, British multinational firms and subsidiaries of 

overseas multinational firms in the UK. This section looks at each substantive development in 

turn, and its actual and potential effects on comparative HRM. 

  Financialisation 

 Financialisation refers to the increased importance of financial considerations in the governance 

of firms, which prioritises the interests of investor-owners in shareholder value (van der Zwan, 

2014). This greater prominence of finance is made possible by important structural developments 

in the global economy, most notably removal of controls on capital movements across borders 

and the growth in the financial assets of shareholder-value-driven funds. These developments 

have resulted in unprecedented amounts of capital chasing profitable investment opportunities 

around the world. In addition these developments have witnessed the market for corporate con-

trol and merger and acquisition internationalise as cross-border mergers and acquisitions have 

emerged as a further form of growth for multinational firms, for example, Kraft’s recent acquisi-

tion of Cadbury (Engelen and Konings, 2010; see also Krippner, 2005). At firm level financialisa-

tion highlights how the ascendency of  shareholder value often results in an important 

reorganisation of resource allocation aimed at keeping stock prices high and returning cash flows 

to shareholders. In the context of investor and shareholder value, recourse to human resource 

downsizing constitutes a popular strategy used by firms to generate resources that are then dis-

tributed to shareholders (Goyer et al., 2016). 

 Like international and comparative HRM, financialisation too does not operate in a vacuum 

but in the context of diversity in the configuration of multinational firms as informed by different 

country-of-origin effects both culturally and institutionally. While not constituting an obstacle 

to the diffusion of financialisation and the pursuit of shareholder value, the comparative diffu-

sion of financial considerations across national settings is shaped by institutional arrangements. 

The embeddedness of these arrangements enables actors to implement or resist activities such 

as subsidiary downsizing, share buy-backs and the securitisation of firm level assets. 

 Therefore a conceptual challenge for the theorisation of financialisation is to account for the 

diffusion of this new business model across institutionally dissimilar business systems. Because 

of its heavily redistributive character, the diffusion of financialisation across countries is not a 

neutral process but one characterised by conflict where intricacies therein remain to be investigated. 

For instance, studies on downsizing beyond liberal market economies – Munoz-Bullon et al. (2013) 

on Spain and Ahmadian and Robinson (2001) on Japan – illustrate the importance of institutional 

isomorphic pressures which encourage firms to implement human resource downsizing whenever 

other ‘leading’ firms adopt this practice. That is, the introduction of employee downsizing as a 

shareholder value practice in both economies raised issues of institutional legitimacy as managers 

felt comfortable in following others in leading firms. As recently noted, therefore, an important 

challenge is to understand how the increased prominence of ‘financialisation’ translates into 

workplace outcomes across different business systems (Cushen and Thompson, 2016). Nonetheless, 

financialisation approaches have successfully developed a conceptualisation of finance beyond its 

traditional intermediary function (Engelen and Konings, 2010). Finance, as the above discussion 

Contemporary contexts for comparative HRM: Financialisation, financial 
crisis, ‘rule making’ and ‘Brexit’ 
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illustrates, is increasingly less about the provision of funds, whether stock market finance or bank 

loans, and increasingly more about the distribution of resources in society. Therefore, incorporating 

financialisation as a new structural development into the analysis of HRM and employment 

relations is paramount given the traditional focus of HRM approaches around concepts of high 

performance work systems that may neglect the increased influence of finance (Thompson, 2011: 

361). The redistributive character of the financialisation process serves as a reminder that the firm 

remains a contested entity with different actors making diverging claims regarding its governance 

(Campbell, 2004; Whitley, 1999). In this context, diffusion of actor preferences into outcomes, 

and their ability to defend their interests against other actors with opposing preferences, constitutes 

a process that is shaped by institutional arrangements. As a result, differences in institutional 

arrangements across national settings provide employees with diverging capabilities to moderate 

the impact of structural changes in the global economy against other actors, most notably 

shareholders, with different preferences regarding the governance of the firm.

Financial crisis

The events which triggered the financial crisis happened 10 years ago, yet the effects of crisis still 

reverberate around the global economy. The seeds of the global crisis were sown in three separate 

but interrelated crises, each of which relates to excessive use of leverage, a central tool in the 

financialisation of international business, particularly in the market for corporate control and 

cross-border mergers and acquisitions. Before 2007, low interest rates combined with low infla-

tion and rising asset prices (bonds, shares, property – both commercial and residential) encour-

aged very high multiples of lending. Some banks in the UK provided 125 per cent mortgages, 

whereas in the USA mortgage providers innovated with so-called sub-prime or NINJAs – no-

income-no-job-no-assets mortgages. These mortgages had very low start-up repayment rates and 

were given to purchasers who really were unable to maintain mortgage payments once they were 

exposed to real interest rates and rates of repayment. Sub-prime mortgage holders in the USA, 

buy-to-let mortgage holders in the UK and those who had remortgaged to fund consumption 

expenditure all faced significant problems when interest rates and inflation began to rise in 2008. 

More catastrophically, in the USA, sub-prime mortgages were ‘rolled-up’ into interest-bearing 

investment opportunities by mortgage providers and sold in the market as ‘secure and safe’ 

mortgage-backed securities, a process sometimes termed securitisation. As interest rates and 

Box 15.1 

A recent study examined the relationship between the diffusion of new business models associated with financialisa-
tion and the institutional embeddedness of national business systems. The study examined the UK and France and 
found that both economies were subject to similar pressures in terms of financialisation and associated business 
models focused on the diffusion of new investors such as private equity and hedge funds. Similarly, in both economies 
these investors have a preference for human resource downsizing to satisfy the growing requirements of investor and 
shareholder value prioritised by private equity funds and hedge funds. However, because the UK is a comparatively 
permissive liberal market economy, the study found that there were few, if any, institutional constraints in the regula-
tion of employment which prevented downsizing measures from being introduced. In contrast, for France the study 
found that for new owners to introduce significant human resource downsizing measures at greater than 5 per cent 
of the labour force the presence of three factors was necessary: a firm must have highly leveraged debt; aggressive 
investor owners must be present; and there must be diffused share ownership in the firm. However, individually, the 
presence of these factors will not be sufficient to trigger human resource downsizing in French firms. So, as a coordi-
nated liberal economy in France, the presence of embedded legislative employment protection does on the whole 
make it more difficult to downsize a labour force.
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inflation rates rose, they each had a dramatic effect on the ability of sub-prime mortgage holders 

to repay the loans. Investors in mortgage-backed securities saw that they were becoming ‘toxic’, 

i.e. they would earn no interest because the investments themselves were not worth the paper 

they were printed on, and began to sell out of the market very quickly. The trigger for this crisis 

was the failure of the Bear Sterns hedge fund in the USA in 2007, which led to the US Treasury 

buying up unsafe mortgage-backed securities. However, the damage was done: the bailout com-

bined with mortgage defaults led to a collapse in property values. Worse, as all investors scram-

bled to get out of mortgage-backed securities, financial institutions in the USA and globally 

began to call in loans and stopped lending to one another. This led to a major slowdown in 

economic activity, of both consumption spending and investment spending.

The second crisis was most visible in the UK but also affected financial institutions in France 

and Germany. In blunt terms, financial institutions such as Royal Bank of Scotland, Halifax 

Bank of Scotland, Northern Rock and Bradford & Bingley ran out of money. More simply still, 

these financial institutions lent long and borrowed short on a revolving system to repay their 

own loans. Once the market for inter-bank lending dried up, they were in danger of not having 

enough cash to open their doors or stock their cash machines. There was a run on Northern 

Rock as investors queued to get their money out of the bank. Others were bailed out by the 

taxpayer and are now majority taxpayer-owned, for example, Lloyds bank. So, in the UK, a 

banking crisis developed out of financialised use of leverage during benign economic conditions. 

This led to a credit crunch, even though interest rates are at record low levels, and a collapse of 

consumption and investment expenditure, for example, the UK did not recover to 2008 levels of 

economic activity until 2014. The third crisis centred on excessive leverage in the Eurozone. 

‘PIGS’ (Portugal, Ireland, Greece and Spain), on entering the euro, suddenly, to the delight of 

their respective financial ministries, found their borrowing costs as low as those of Germany. 

To put it another way, the borrowing costs for PIGS were unrelated to the comparative efficiency 

of their economies. The fallacy of the euro is that in a common currency all members have the 

same borrowing costs. In Greece the extent of leverage was far greater than officially recorded 

due to false accounting, which hid the depth of Greece’s debt. In Spain and Ireland, government 

borrowing underpinned a property and construction boom. As global economic conditions went 

into reverse, demand for property collapsed as property developers and construction firms 

walked away from contracts. In Greece, once the false accounting was revealed by a change of 

government, the situation went beyond merely national debt to a sovereign debt crisis as the 

Greek government became unable to repay debt. By 2013, this became a now recurrent crisis 

threatening political stability in Greece and Greece’s continued membership of the Eurozone. 

With Europe in a euro and sovereign debt crisis, there are major implications for multinational 

firms sparking changes in how they operate in terms of output levels, manufacturing strategies, 

marketing and financial management. Each will have an unfolding effect on the management 

of human resources. The European Union represents more than 25 per cent of global gross 

domestic product – twice as large as China. Two effects of the crises are becoming evident in 

MNC behaviour. First, MNCs are looking to take costs out of European operations through 

downsizing and closure; for example, Pfizer, the American pharmaceutical firm, announced the 

closure of its research facility in Kent in the UK in 2011. Mitsubishi recently announced it would 

restructure forklift production in Europe due to the weakness of the European market. Second, 

to ride out the crisis, some MNCs – and American firms in particular – are seeking to get closer 

to their customers, taking into greater account host country effects in terms of consumer tastes. 

These developments have significant but contrary effects on the management of  human 

resources. Downsizing and restructuring of subsidiary operations may represent the reassertion 

of country-of-origin effects, such as short-termism and a hire-and-fire reaction to tough eco-

nomic conditions often found in US MNCs. However, at the same time some US MNCs are 

becoming less ethnocentric and less standardised in their approaches to embedded preferences 

in host countries to apply differentiated approaches to production. Downplaying centralised 

and standardised approaches requires such firms to generate more country-specific business and 

HR strategies.
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‘Rule-making rather than rule-taking’?

Institutional approaches conceptualise mid-level coordinating variables, such as national systems 

of corporate governance, associated inter-firm relations, industrial relations and systems of voca-

tional training and education. These mid-range ‘rule-making’ variables act as coordinating 

mechanisms which help to explain conflict over resource allocation. The strategic choices of 

actors are mediated by the nationally distinct institutional setting which frames these variables 

(Campbell, 2004; Whitley, 1999). Methodologically, comparative institutionalism aims to explain 

variations within a class of phenomenon, for example, corporate governance or industrial rela-

tions which are based on the presence of institutional differences. A limitation of relying on the 

presence of rule-making variables is, however, the difficulty of conceptualising how and why 

exogenous structural developments occur. As a result, therefore, institutional approaches are 

ill-suited to accommodate the emergence of structural changes in contemporary capitalism, such 

as financialisation and other developments which challenge rule-taking. Streeck (2011: 142) sug-

gests it is essential to do so to evaluate the strategic position of firms in relation to the institutions 

which govern capital. This is so theoretically and empirically because firms and other actors may 

ignore rules embedded in national frameworks or lobby to have such rules changed to better suit 

what are often the global interests of a firm. The global trend towards external drivers of firm 

level management manifests itself as efforts towards rule-making, which is often associated with 

strategic choice frameworks and efforts to shape an operational environment. Previously, Kochan 

et al. (1986) charted the transformation of American industrial relations, which ushered in uni-

versalist HRM focused on managerialism in the firm. The key point is that external drivers 

transformed attitudes towards the operation of American firms. This became a narrow best 

practice template for firms on other business systems often allied to investor and shareholder 

capitalism, which culminated in financialisation more broadly (O’Sullivan, 2000; Krippner, 2011). 

This process is ripe for repetition focused on global trends in comparative capitalism, not the 

mechanics of people management. Empirically the presence of rule-making prompted by and 

beyond financialisation illustrates the narrow theoretical scope of the varieties of capitalism 

thesis.

Global investors and financialised innovative business models illuminate how the identities, 

ideas and interests of new actors may stimulate efforts to reconstruct and reshape longstanding 

relations between managers and workers. By definition, established approaches are less able to 

capture these identities, interests and ideas. For example, many subsidiaries of multinational 

firms in the UK have recently developed innovative and complicated inter-firm relations. These 

relations empower different subsidiaries to take responsibility for purchasing equipment or raw 

materials whilst others take responsibility for taking orders and dispatching goods to customer-

facing parts of the firm and then to customers. Such innovations drastically reduce the exposure 

of some MNCs to taxation in a host country such as the UK because of the transfer payments 

and charges subsidiaries levy on one another which are tax deductible. In the UK this claim is 

regularly levelled at Amazon, Facebook, Google and Starbucks. Similarly, in some cases subsidiar-

ies are able to employ temporary agency workers on a more permanent basis, claiming that they 

are unable to predict a continuous flow of work. In addition there are cases of workers being 

employed in one country and ‘posted’ to a second country on temporary assignment enabling 

an employer to minimise their exposure to employment regulations (Lillie et al., 2014). Further 

still, new economy firms such as Uber, the business which ‘connects riders with drivers’, main-

tains that its drivers are not employees and do not have to receive associated employment benefits 

such as the minimum wage, holiday pay, etc. Uber faces a legal challenge on this issue in the UK 

and has been banned in most German cities. The rationale behind the German ban is that firms 

such as Uber and Airbnb undermine locally established employers, institutional arrangements 

and employment patterns, that is, these firms fail to obey or follow the rules of  a host 

economy.

The effects of rule-making are uncertain but appear to challenge established host-country 

patterns of coordination. First is liability to taxation, which in turn funds the education and 
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training of labour which these employers effectively therefore free-ride on. Second, denial of 

employee status has the potential to cheat de facto employees out of appropriate benefits and 

remuneration. Third, internal aggressive tax avoidance schemes in firms and denial of appropri-

ate employee status for some who work for these firms also give these businesses a competitive 

advantage over other firms in the same sector who remain rule-takers. Many small and larger 

coffee shop businesses in the UK have complained about the competitive disadvantage they suffer 

in comparison to Starbuck’s alleged ‘voluntary’ taxation arrangements.

These developments have the potential to detach aspects of corporate governance and firm level 

finance, effectively de-nationalising (internationalising) a firm, stimulating a substantive loss of 

national identity beyond historical association. This de-nationalisation may render established 

tools in international HRM such as national identify and the predictive power of country-of-origin 

effects, host country effects and sector effects less certain. Empirically, Appelbuam et al. (2013) 

demonstrate how the imperative of short-termism associated with capital flows in financial 

markets detaches aspects of corporate governance, embedded management practice in HRM, 

methods of finance and implicit contracts with employees from established host country features 

in the British business system. A willingness to renege on individual and collective implicit 

contracts agreed with a workforce is one example of such breaches. Compliance with these 

institutional features has traditionally been evident in albeit perfunctory managerialism embedded 

in firm level rule-taking in domestic or overseas owned firms in the UK. The presence, however, 

of new financial intermediaries and global investor-owners in firms has witnessed significant 

moves away from minimalist rule-taking to more open efforts at rule-making.

‘Brexit’

The decision by the UK electorate to leave the European Union which was taken in June 2016 is 

much debated and discussed but often to little effect. The UK will remain a member of the EU 

for some time even after Article 50 (the formal mechanism for withdrawal from the EU) is trig-

gered in early 2017. As the previous point establishes, much of the discussion about Brexit is 

necessarily speculative. The claims made by the then Chancellor of the Exchequer, George 

Osborne, in the run-up to the referendum that an exit decision would require an emergency 

budget and immediate taxation increases illustrate this speculation. These claims now seem in 

retrospect to be fanciful to ludicrous. So what do we know about Brexit? Not much! Other than 

that the UK will no longer be bound by future European Union Directives on any aspect of 

economic, social or political regulation. We know too that the UK will no longer pay into the 

EU budget. However, as became clear during the referendum campaign, the amount of money 

the UK contributes to the EU on a weekly or annual basis is subject to significant debate and 

disagreement. It follows from this that the positive buoy effects of this windfall on the UK 

economy are also uncertain. For inclusion in a chapter on comparative HRM it seems sensible 

to position Brexit in the language of host country and country-of-origin effects.

The UK exit from the EU will, as the effects of this exit unfold, change the UK as a host 

economy for overseas multinational firms. However, though in 2017 these host country effects 

are uncertain, it is possible to provide informed speculation based on what is already known 

about multinational firms of different nationality in terms of country-of-origin effects. To pref-

ace this more detailed discussion as the opening cases to this chapter illustrate, American mul-

tinational firms are notoriously short term in attitude. This is often manifest in a ‘hire and fire’ 

approach to external-exogenous shocks particularly in the contemporary period when many 

larger US MNCs focus on the delivery of investor and shareholder value to investors. The point 

at issue is, though, does the Brexit decision create new independent pressures and problems for 

overseas multinational firms located in the UK? Alternatively, will the approach and attitude of 

these multinational firms be relatively easy to predict bearing in mind the presence of well-

established country-of-origin effects? The likely answer is both; there will be new pressures and 

questions for multinational firms, for example, what to do if the UK ceases to be a member of 

the single European market? This likelihood, as Ford suggests, may affect future investment 
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decisions by multinationals, but the degree of effect is in turn likely to be also influenced by 

established national country-of-origin effects. 

 There are, though, three areas which have the potential to affect the employment relationship 

and HRM broadly defined. First, whilst the UK was one of the first European economies to 

legislate on equal pay and employment free from sexual and racial discrimination in the work-

place, some of the improvements on these legislations which workers in the UK now benefit from 

were prompted by domestic challenges to the limitations of these laws. These challenges some-

times went to the European Court and resulted in judgements which required amendments or 

introductions of new statutory clauses in British legislation, for example, work of equal value. 

Similar EU endorsed advancements in worker rights are in evidence in other areas such as work–

life balance and the European Working Time Directive. So, whilst it is unlikely that any UK 

government will legislate to directly reduce equal pay legislation and legislation on sex, race, age 

and disability discrimination in the workplace, there is the possibility that some of the extended 

measures related to these areas might come under re-evaluation. For example, day one rights to 

extended maternity benefits for all categories of employee in all types of firm could be one such 

issue; employment protection could be a second such issue. Second, as previously mentioned, 

many American and Japanese MNCs choose to locate direct investment in the UK because of 

the UK’s comparatively light pattern of employment regulation and ready access to the wider 

EU single market. Hence these two benefits are self-reinforcing. In the language of institutional 

theory they are complementary. British withdrawal from the EU may make labour market regula-

tion more flexible, but, in contrast to this, withdrawal and exclusion from the EU single market 

may make British exports into the EU less competitive if products manufactured in the UK face 

the EU’s common external tariff. So whilst there is a potential trade-off between these two fac-

tors, the effects on MNCs of different nationalities will, on the one hand, most probably be 

informed by established country-of-origin effects. On the other hand, uncertainty around the 

broader status and pattern of Brexit and associated trade deals which the UK will have to negoti-

ate may deter MNCs from making investment decisions in the short term. Third, as the case 

which opens the chapter illustrates, foreign multinational firms have to make decisions about 

existing direct investment in the UK. Tata, the owner of Jaguar Land Rover, has invested very 

heavily in operations in the West Midlands; similarly, BMW, the owner of Mini, has done so too 

in Oxford. In both cases these foreign-owned British-based MNCs have traded on the Britishness 

of these products so it is unlikely that the investments which have delivered these successful 

products will be terminated and located elsewhere. Certainly in the case of Jaguar Land Rover, 

the EU was not the primary market. This is a factor often overlooked in the immediate hysteria 

about Brexit – many world-class British manufacturing firms are globally oriented and not pri-

marily EU focused. For example, whilst Rolls-Royce aero engines supported the remain cam-

paign, it provides jet engines to airlines all over the world, not just in the EU. Therefore, whilst 

there may be some significant transaction costs for business as a result of the Brexit decision, 

some of which may directly affect the employment relationship, they may not undermine the 

global focus of many firms.   

  National patterns of employment and HRM: The USA, Japan and 
Germany 

 The first two sections of the chapter established that patterns of employment and HRM are 

embedded in national business systems. Similarly, these systems have different institutional and 

cultural characteristics which provide a comparative dimension to the study of HRM and 

employment relations informed by different patterns of cooperation and conflict between capital, 

labour and the state. Further still, these different patterns of cooperation and conflict enable and 

constrain the diffusion of financialisation. There are three reasons to focus on the employment 

National patterns of employment and HRM: The USA, Japan and 
Germany 
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systems of American, Japan and Germany: at different points in recent history each has been 

seen as an example of excellence based on the diffusion of multinational corporations and a 

model to be emulated by indigenous firms; further, each of these models currently embodies a 

different paradigm of employment relations and HRM. The USA represents the liberal market 

model, Germany represents a model of social partnership and Japan is a model of enterprise-

based partnership. Finally, the institutional frameworks embedded in these countries may con-

strain or enable the financialisation of business within them and so too may inform the reaction 

of American, German and Japanese MNCs to the sustainability of subsidiaries located in the 

UK following on from the decision to leave the EU.

The American business system and HRM: Varieties of HRM?

This section of the chapter outlines the characteristics of the American business system and then 

goes on to explain how these characteristics sustain varieties of Americanness in terms of pat-

terns of HRM at the firm level. The characteristics and varieties of Americanness are best 

described as a pattern of managerial capitalism which exposes the visible hand of management 

and emphasises an unbridled managerial prerogative.

‘Hand in hand’: The characteristics of the American business 
system

The managerial prerogative and freedom of action reflect the historical development of American 

capitalism, which exhibits a strong emphasis on individualism, private property rights and free 

market competition (Chandler, 1977, 1990; Lazonick, 1991). An ideology of egalitarian individu-

alism is diffused throughout American society. Individual property rights are seen to be the 

foundation of democracy, creating a strong presumption against state regulation. In the field of 

employment relations, this is manifest in a strong bias against external interference with the 

rights of management whether by the state or trade unions. Therefore, compared with their 

counterparts in Germany and Japan, American managers are less constrained by legislation and 

social norms that restrict the employer’s freedom to hire and fire and provide workers with rights 

to collective representation and participation in decision-making. This relative freedom flowed 

from and reinforces a comparatively poorly developed labour movement in the USA which 

allowed American employers to adopt a variety of managerially led approaches to workplace 

HRM and industrial relations. These included relatively sophisticated unitarist and pluralist 

approaches to employment regulation, as well as traditional approaches based on ‘hire and fire’.

The American economy is characterised by market competition where, as firms grow in size, 

employers seek to innovate in production through the processes of simplification and standardi-

sation. First encountered in the American armoury system of production (pistols and rifles) and 

then in meat packing, standardisation and simplification in production by the use of interchange-

able parts grew to international prominence in automobile manufacturing, sometimes referred 

to as ‘Fordism’. Employment in the American economy exhibits a pattern of highly contractual 

relations based on individualism and anti-trade unionism – both of which reinforce the manage-

rial prerogative in employment. In the twentieth century, the pattern of market competition 

stimulated the creation of large, vertically integrated firms that controlled each stage of produc-

tion. Extraction, manufacturing and retailing can be controlled either forwards, as in the case of 

oil companies who drilled, refined and then sold petrol in their own petrol stations, or back-

wards, as in the case of meat packing firms who owned slaughter houses, ranches and cattle. The 

presence of large, vertically integrated firms stimulated the growth of standardised mass inter-

continental markets across the USA. These characteristics required strongly developed manage-

rial bureaucracies and witnessed the development of centralised and professionalised managerial 

functions in accounting and finance, human resources, marketing and production and scientific 

management. Comparatively these functions developed well ahead of those found in other 
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business systems. Marketing, in particular, saw the comparatively early development of nation-

ally recognised branding and logos.

Labour shortage dogged the development of the American economy and in response Ameri-

can governments encouraged successive waves of mass immigration in the late 19th century and 

inter-war period during the 20th century, often encouraging Europeans to get away from the war 

torn continent. Labour shortage not only encouraged immigration to stimulate economic devel-

opment and growth, but in addition compelled the imperative of capital substitution in produc-

tion. For American entrepreneurs and managers, this marked the beginning of work study, job 

analysis and work measurement as the scale of mass production necessitated managerial inter-

ventions to centralise, formalise and standardise production on what came to be known, not as 

production lines, but assembly lines (see Clark and Almond, 2006). It is in relation to production 

management that two iconic features of American managerial capitalism developed: de-skilling 

and managerial controls. The de-skilling thesis centered on wrestling craft control of production 

away from labour and placing organisational capability for production in the hands of manage-

ment. This development is often summarised in the phrase, ‘the separation of the execution and 

control of production’, and is characterised in the development of standardised assembly line 

production (see Braverman, 1974). As management wrestled control over production from 

labour, this process of struggle and control witnessed the development of centralised managerial 

controls over labour. Edwards (1979) categorises these as simple, technical and bureaucratic 

controls. Simple controls are evident in the development of foreman, supervisors and, in more 

contemporary language, team leaders who retain a visual control over workers. Technical con-

trols derive from the process of capital substitution already referred to, wherein workers become 

controlled by the pacing and technical characteristics of the machinery they work with, e.g. 

machine tools and presses in manufacturing processes, information technology systems, and 

scanners in food retailing and many other areas of work. The development of personnel and HR 

systems represents the best example of a bureaucratic control where HR innovations such as 

performance management and appraisals, time sheets, clocking or carding on and off of work, 

workplace discipline and reporting systems enable management not only to direct workers but 

also to monitor their performance. In more contemporary language, bureaucratic controls are 

often referred to as cultural controls in the workplace or in more post-structuralist approaches –  

workplace surveillance systems.

Business associations that play a significant role in regulating markets and relations among 

firms in other national systems are less prominent in the USA and firms prefer to ‘go it alone’. 

This is because American businesses never had to define themselves collectively in opposition to 

aristocratic or feudal interests (other than the conflict over slavery) in the way that European 

capitalists did. Consequently, the American business system is characterised by a relative absence 

of collective organisation among American businesses and therefore weak ‘collective governance’ 

in the private sector (Hollingsworth, 1997).

Employment models in the American business system: Pluralism 
in the New Deal system

The late 1920s through to the early 1930s was a period of sustained economic collapse in the 

USA. Often referred to as the ‘Great Depression’, this period witnessed the collapse of agriculture 

in the Midwest and California and the collapse of employment in many elements of the 

manufacturing industry. Despite heavy unemployment and weak trade unions, however, there 

were pockets of sustained resistance to some of the worst excesses of management control and 

de-skilling within the American model of management. In 1933, recognising the threat of a total 

collapse of American capitalism, the newly elected President Roosevelt promised a ‘New Deal’ 

for Americans in a series of government interventions to create jobs, provide a measure of social 

security and address the historic imbalance of power in the employment relationship.

New Deal legislation, the 1933 National Industrial Recovery Act and the 1935 National 

Labour Relations Act gave employees the legal right to organise and bargain collectively through 
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representatives of their own choosing, free from employer coercion and interference (practices 

that were common during the 1920s). The New Deal approach to workplace trade unionism and 

collective bargaining introduced truly independent trade unions into American workplaces for 

the first time, but provided no authoritative enforcement procedures whilst theoretically compel-

ling employers to bargain in good faith. The effect of this was both to stiffen employer resistance 

to collective bargaining and to stimulate militant worker resistance to the development of more 

formalised, simple, technical and bureaucratic management controls. This led to a low-trust, 

adversarial system of industrial relations characterised by highly codified industrial relations 

practices, such as written contracts, detailed job descriptions, formalised grievance and discipli-

nary procedures, seniority rules to determine lay-offs and promotion between grades, provision 

for dispute arbitration and, in some cases, no-strike clauses (see Rupert, 1995; Towers, 1997; 

Clark and Almond, 2006).

In many respects, the New Deal system created a constitutional framework for workplace 

industrial relations, yet employer resistance to the system saw the development of employer-led, 

managerially controlled alternatives. A good number of large corporations refused to accept New 

Deal collective bargaining and kept unions out of their plants through a combination of paternal-

ism and authoritarianism that came to be known as welfare capitalism (see the following section). 

Moreover, from the 1970s the New Deal system came under increasing strain due to increased 

international competition, the declining significance of domestic mass production and pressure 

for more flexible deployment of labour across work tasks as a way of improving competitiveness. 

In some cases, e.g. at General Motors and Delta Airlines, this led management and unions to seek 

a more cooperative relationship in which unions accepted new, more flexible working patterns and 

pay restraint in return for improved employment security, employee involvement and union par-

ticipation in decision-making. More commonly, however, competitive pressures encouraged 

employers to turn towards non-union strategies that involved relocating operations away from the 

traditional industrial regions of the north-east to greenfield sites in tax and employer-friendly 

states in the south where New Deal industrial relations were much less entrenched. At the same 

time, a shift in the labour force away from blue-collar towards white-collar and professional occu-

pations encouraged employers to develop more individually focused HRM policies, reinforcing 

the non-union trend (Kochan et al., 1993). In summary, New Deal employment protections and 

labour market regulations were weak compared with those found in most European states. At the 

individual level, American employment law is based on the doctrine of employment at will. At 

the collective level, the New Deal model established a decentralised industrial relations system in 

which employees could gain union recognition only if they won a majority of votes in workplace-

level elections. It follows from this that unions must organise workers and negotiate contracts on 

a workplace by workplace firm-level basis. This limits union power by demanding high levels of 

union resource to administer contracts and organise new members. The ‘pattern’ of systematic 

job control contracts negotiated by American unions in the boom years of the 1950s–60s across 

firms in a particular sector has, in the main, broken down as union power has eroded and mem-

bership density declined to less than 10 per cent of the American private-sector workforce.

Sophisticated unitarism: Welfare capitalism

Welfare capitalism is a management approach to labour relations based on non-unionism and 

strong mutual commitment between employer and employees. Welfare capitalism is characterised 

by an ideological opposition to trade unions and collective bargaining in the workplace, much 

of which gained momentum because of what many ‘founding father’ employers saw as the politi-

cally centralising New Deal model. Further developed and extended during the 1930s, welfare 

capitalism co-existed with the New Deal model of labour relations. Welfare capitalist employers, 

in adopting sophisticated non-unionism, laid the origins for what is now termed HRM, develop-

ing an authoritarian yet paternalist approach to labour relations where the firm, rather than the 

state, trade unions or other third parties (such as the courts or arbitration panels), should provide 

for the security and welfare of employees.
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Welfare capitalist employers devised strong corporate cultures and branding techniques, 

including the use and promotion of corporate mission statements, straplines, scripted speech and 

uniforms featuring company logos. Examples of welfare capitalist employers that you might be 

familiar with include Kodak, Procter & Gamble, Standard Oil, Heinz and IBM. To keep trade 

unions and collective bargaining out of their workplaces, welfare capitalist employers developed 

sophisticated union substitution strategies, including personnel management innovations such 

as provisions for employment security, severance pay, unemployment insurance, pensions and 

healthcare insurance (Foulkes, 1980). These strategies were supported by profits generated in 

strong, stable markets and often by being the dominant employer in a ‘company town’, which 

was an additional source of employee loyalty. More recently, welfare capitalist firms have been 

associated with the deployment of team-working, profit-sharing and share ownership, workplace 

appraisals and employee rankings and performance-related pay schemes for both teams and 

individuals, in other words with the techniques associated with HRM (Jacoby, 1997).

Welfare capitalist firms rely not only on sophisticated union substitution strategies; they have 

not hesitated to use more authoritarian methods to suppress attempts at unionisation when these 

have occurred. There is a thriving union avoidance industry made up of specialist consultants 

and law firms that advise companies on how to resist union recruitment drives and suppress 

union activity, and ‘strike management’ firms that provide workplace security in situations where 

an employer has replaced economic strikers. For more detail on union avoidance, see Logan 

(2006).

Traditional unitarism: ‘Lower road approaches’

American management has been influenced by the highly competitive nature of product markets 

and the attendant pressures for cost and price reduction. This, together with a scarcity of skilled 

labour, has encouraged the development of systems of management control over work organisa-

tion and product assembly that intensify and de-skill labour. In some sectors of employment, 

such as fast food, apparel and food retailing, hotels and hospitality, meat packing, laundry ser-

vices and delivery, cut-throat cost and price-based competition have encouraged employers to 

minimise labour costs by taking ‘low road’ non-union approaches to HRM and industrial rela-

tions (Katz and Darbishire, 2000). Here, management focuses on standardisation, strict job 

controls and de-skilling, provides low wages and limited fringe benefits and only limited access 

to employee development and training. Initially, lower road approaches, sometimes summarised 

as ‘hire and fire’, predominated in areas of employment not covered by New Deal and welfare 

capitalist employers. The retail giant Wal-Mart has often been portrayed as an example of this 

approach. More contemporary examples might include the retailer Amazon, where warehouse 

and packing work is highly de-skilled, and coffee retailers such as Starbucks that adopt an assem-

bly line approach to coffee and snacks that incorporates the customer.

Explore Do you think that trade union substitution practices such as those associated with welfare capital-
ism are sufficient to sustain a union-free environment in a firm?

Explore ● What factors enable organisations that adopt ‘low road’ practices to attract and retain staff?

● Why are organisations that adopt ‘low road’ strategies successful?
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Country-of-origin effects in subsidiaries of US MNCs

The dominant empirical finding in the literature on HRM in US MNCs is that American firms 

of any variety (i.e. New Deal, welfare capitalist or lower road) seek to transfer management styles 

to overseas subsidiaries (see Almond and Ferner, 2006). In terms of employment regulation and 

HRM, American firms are highly centralised, formalised and standardised, which historically 

reflects the highly ethnocentric approach to international business. In the contemporary period, 

there is some evidence to suggest that American firms do seek to get closer to host countries 

where they are located and may downplay formalised aspects of corporate cultures and stand-

ardisation in international business. So, in summary, the focus of contemporary debate on coun-

try-of-origin effects for US MNCs is on standardisation or local responsiveness in international 

business and associated approaches to HRM in subsidiary operations. Researchers have recently 

outlined the presence of strategies designed to secure a closer relationship with subsidiaries, 

subsidiary autonomy and the impact of sector effects in defined areas of business such as engi-

neering contracting and electricity (Brewster et al., 2008; Colling and Clark, 2002, 2006; Ferner 

et al., 2011). Both of these developments have the effect of blunting country-of-origin effects.

The nature of state regulation

American individualism is reflected in political commitment to the principles of the liberal mar-

ket economy, i.e. free competition and as little state regulation of business as possible. Successive 

American governments have sustained minimal regulation of the labour market, supporting the 

‘hire at will’ doctrine, which means that workers have few statutory protections against dismissal, 

other than on grounds of unfair discrimination. In addition to this, while the 1935 National 

Labour Relations Act provides workers with a legal right to vote for union representation, it 

leaves many avenues open to employers who wish to resist unionisation, so the law is of limited 

effectiveness (Kochan et al., 1993). Weak statutory regulation of employment and weak statutory 

support for collective bargaining result in a very flexible labour market. The flexibility of the 

American labour market enables employers of whatever variety to make swift adjustments to the 

size of their labour force, a process that is often referred to as downsizing or ‘right-sizing’ a firm. 

Weak regulation also makes it easy for firms of any variety to adopt ‘low road’ employment 

strategies and deploy them against peripheral or core workers.

The financial system and corporate governance

The American economy exhibits some long-term inter-firm collaboration and state-firm financial 

collaboration (typical of that found in more coordinated market economies) in certain sectors, 

such as defence, healthcare, the digital economy, information technology and electronics (Locke, 

1996; Hollingsworth, 1997; Mazzucato, 2013). Despite this collaboration, for the most part rela-

tions between American firms are arm’s-length and contractual rather than long-term and rela-

tional (Chandler, 1977, 1990; Lazonick, 1991; Hall and Soskice, 2001). The arm’s-length character 

of relations between firms in competitive demand-driven markets applies to the financial system 

too. In contrast to the close, long-term links between banks and firms typical of the post-war 

German and Japanese business systems, there is a much greater development of equity markets 

in the USA. Historically, share ownership has been much wider in the United States than else-

where, and as enterprises grew in size and complexity, professional managers replaced owner-

managers. This separation of ownership from control led to the development of sophisticated 

hierarchies of professional managers exercising considerable discretion in defining and achieving 

the goals of the firm. This development was captured in the term ‘new managerial theories’ of 

the firm (Baumol, 1959; Williamson, 1964). These theories developed what O’Sullivan (2000) 

later termed the ‘retain and reinvest’ pattern of corporate governance in the American business 

system. Although heavily focused on short-term results, managers nevertheless balanced the 
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claims of shareholders against the need to retain profits to invest in product innovation. Profes-

sional managers also secured close control over labour through systematic mechanisation, labour 

de-skilling and bureaucratic forms of control (Braverman, 1974; Edwards, 1979; Littler, 1982).

The system of vocational education and training

The USA does not have a strongly developed system of vocational education and training. In 

particular, there is little organised training provision for high school leavers, who have to pick up 

skills through a mixture of informal and formal training once they enter employment (Cappelli 

et al., 1997). In the absence of a training system that produces workers with formal occupational 

qualifications, employers design jobs to their own specifications and then fit the workers to the 

jobs (Marsden, 1999). Company-provided training has therefore aimed at providing workers with 

narrow skills related to their particular job rather than the broad occupational skills produced 

by German apprenticeships or the combinations of firm-specific skills generated by in-company 

training in Japan. This is in line with the tendency to substitute capital equipment for skilled 

labour and rely on systematic technical and bureaucratic control over workers rather than provid-

ing for their involvement in decision-making on the shop floor. This, in turn, has reinforced the 

‘arm’s-length’ relationship between management and labour.

The American employment system, national competitiveness and 
financial crisis

The impact of individualism on the American state, its financial institutions and patterns of 

industrial relations demonstrate that the central drivers of the American business system make 

it very dynamic. The institutional constraints on management are much weaker than in the Ger-

man or Japanese business systems, resulting in distinctively American models of company organ-

isation, patterns of finance and employment relations. The managerially led institutional features 

of the American employment system described above underpin a distinctive strategy for domestic 

and international competition. The shallow depth of institutional regulation in the American 

employment system enables employers to treat labour as a disposable commodity and adjust 

wages and headcount in response to cyclical changes in labour and product market conditions 

or more pronounced crisis conditions. In the initial post-crisis period of 2008–09, American firms 

downsized significantly and rapidly. More significantly still, American workers are more accept-

ing of plant closure, downsizing and unemployment than many European workers. This is dem-

onstrated in comparatively high levels of labour mobility, whereby workers are willing to relocate 

long distances to find work. Take, for example, Detroit. The city has endured a decline in popula-

tion of around 25 per cent since 2000 in response to the collapse of employment opportunities 

in the automobile sector, decline which has become more pronounced since 2007. In addition, 

workers work longer hours and have shorter holidays than in the UK and the EU (although not 

Japan), which contributes to high labour productivity in the USA.

The visible hand of management has moulded a business and employment system where 

management control and coordination of work organisation combines with substitution of capi-

tal for labour to create sustained international competitive advantage in terms of productivity 

and unit labour costs. However, in recent years, the growth of new technology, international 

competition and financial crisis has challenged American firms in a variety of ways. First, there 

is a marked distinction between so-called old economy firms, such as in the auto and retail sec-

tors, and ‘new economy’ firms in social media and internet retailing. Essentially, some ‘old econ-

omy’ firms such as auto manufacturers have relied on business models and products that have 

exhibited poor levels of production and management innovation. This reliance drove many of 

these firms into bankruptcy and then bailout and ownership by the American government, for 

example, Chrysler and General Motors. Hence, in some sectors American approaches to inter-

national business and labour management failed to respond effectively to new technology and 

international competition. Second, the past 20 years have witnessed an obsession with investor 
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and shareholder value in corporate America where higher profit levels are not channelled into 

investment and innovation but are returned to investors and shareholders. This obsession, com-

bined with greater international competition, has put many welfare capitalist employers and their 

HR strategies under significant pressure, as investor and shareholder value has continued to be 

a major corporate goal even in the face of financial crisis. This has further widened income dif-

ferentials in the American economy, as established stakeholder positions, in particular those of 

employees, within many firms are eroded to reduce bottom line costs with these savings redis-

tributed to investors and shareholders. This has had the effect of tightening the core workforce 

in many welfare capitalist firms and the few remaining New Deal-style employers, pushing more 

employees towards peripheral low-road status. This development has the potential to widen 

further still income, skill and employment opportunity differentials in all varieties of American 

employer, a pressure that many American firms have attempted to diffuse in overseas subsidiaries. 

So, in summary, the American business system is able to maintain a variety of HR settlements 

which can co-exist not only between, but also within, individual firms. The New Deal model 

remains politically significant, e.g. in the manner in which the Obama administration bailed out 

Chrysler to the tune of $12.5 billion and General Motors to the tune of $50 billion of taxpayer 

dollars in association with the United Auto Workers Union. The union, a significant pension 

creditor, was given preferential treatment over other creditors, thereby securing the union pension 

fund to underwrite union agreement to the bailout and associated labour concessions. Given this 

political significance, New Deal empirical coverage at less than 10 per cent of the private-sector 

labour force is marginal. Welfare capitalism – the home of HRM – is also under challenge as a 

result of the combined pressures associated with investor and shareholder-focused financial capi-

talism, greater international competition, new technology and the erosion of established stable 

markets in the USA. Here, foreign direct investment by American multinational firms plays some 

part in the explanation as assembly line and ‘muscle’ jobs have been exported to reduce costs. 

Hence, the core workforce in New Deal, welfare capitalist employers and lower road employers 

is being redefined and further tightened – yet all three varieties of HRM continue to co-exist in 

the American business system. There are, though, further developments in the American business 

system which also impact on workforces and indeed the status of labour as employees. The first 

is rule-making rather than rule-taking, which was discussed earlier in the chapter. American firms 

are not only experimenting with complex internal relations which reduce their liability to taxa-

tion. Many newer American firms operate business models which deny that riders (Deliveroo) 

or drivers (Uber) are actually employees. These patterns of internal relations and employee free 

business models may be lawful in the USA where management at will and the managerial pre-

rogative are highly developed both within and beyond established patterns of employment rela-

tions. However, many of these may be less acceptable in the UK or in other subsidiaries located 

in the European Union where employment and employee rights are more firmly established in 

law. The second development centres on informalisation in employment if not business.

The informal economy incorporates ‘economic’ activities outside the arena of the regulated 

economy which therefore escape official record-keeping (Castells and Portes, 1989: 12). Infor-

malisation carries particular consequences for the employment relationship and accounts for a 

significant share of workers who remain outside the world of regulated economic activities and 

protected employment relationships. Restructuring the formal economy stimulates and reshapes 

the informal economy and the social reproduction of capital and precarious labour in both sec-

tors (Slavnić, 2010: 4; Standing, 2014: 155–65). For example, in the American economy there is 

extensive diffusion of informal work in hand car washes, nail bars and restaurants where many 

workers who accept informal employment feel unable to seek recourse to regulatory agencies. 

Indeed, the absence of regulatory recourse is so extensive in nail bars, HCWs and restaurants 

that in New York City violations of employment and labour laws constitute the dominant busi-

ness strategy, putting pressure on responsible employers to follow suit in order to compete (Bern-

hardt et al., 2008). Theodore et al. (2012: 210–14) track labour standards in low-wage US 

industries in the three cities and report significant wage theft violations from car wash workers. 

A third of workers in the sector are paid less than the legal minimum wage for tipped workers, 
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while many suffer underpayment of more than $1 per hour where wage theft by employers trans-

lates into 15 per cent of earnings.

W-A-S-H (2012), Workers Aligned for a Sustainable and Healthy New York, reports that 

migrant car wash workers are subject to wage and working time theft and suffer unprotected 

exposure to hazardous chemicals. The Office of the Attorney General (OAG) in California esti-

mated that in 2010 there were 1,500 hand car washes in the state employing 28,000 workers where 

a third of the units were unlicensed (OAG, 2012). Hence the presence and diffusion of employee-

free business models and informalisation are further challenges to established varieties of HRM 

in the American business system.

The Japanese employment system: Firm-level welfare 
corporatism and corporate paternalism?

The Japanese employment system is described as welfare corporatism or corporate paternalism. 

One way in which this is expressed is in the nature of the relationship between the large Japanese 

company and its employees. This relationship has historically extended beyond the employee to 

include family members. Thus Dore (1973) reported that at the Hitachi company during the 

1950s and 1960s, all permanent employees were eligible for retirement bonuses, company pen-

sions, membership of social clubs and associated activities for retired workers, rented accom-

modation provided by the company, savings and loan schemes to aid house purchase, transport 

subsidies, sickness pay, educational loans for employees’ children, gift payments made for wed-

dings, births and marriages of children, and condolence gifts on an employee’s death or the death 

of a family member.

Like many of the alleged economic miracles associated with the Japanese employment system, 

the details are economical with the truth. Therefore, to more appropriately contextualise the 

modern Japan since 1945, the key characteristics of the Japanese employment system are briefly 

outlined. The focus of paternalism is the core permanent labour force in large Japanese firms, 

many of which are now well-known multinational firms. There is, though, a dual system, com-

prising large employers supported by many more peripheral small to medium-sized firms within 

which many employees do not receive the benefits described in the previous paragraph. Origi-

nally, in the 1950s, employer paternalism was in fact an instrumental strategy to secure recruit-

ment and retention of workers in the context of a severe labour shortage following the Second 

World War. Employer paternalism then and now focuses on the wage effort bargain and worker 

welfare.

The strength of welfare corporatism is largely due to the relative absence of a welfare state in 

post-Second World War Japan. In these circumstances, the provision of extensive welfare benefits 

by large Japanese companies was a way of attracting the best employees at a time of labour 

shortage. In addition to this, these measures were part of wider Cold War strategies designed to 

root out Communist activists in trade unions at Japanese workplaces. The range and level of 

welfare benefits also rapidly became an important issue for trade unions in negotiations with 

employers, as they did in the USA, where state welfare provision is also minimal. Welfare corpo-

ratism contributed to fostering what Sako (1997) describes as community consciousness among 

Key controversy

Are American firms inherently anti-trade union? Does the decline of welfare capitalism indicate a parallel decline in 
more sophisticated approaches to HRM?

Why do American firms fight to prioritise investor and shareholder value and the priorities of financial capitalism 
at the expense of stakeholder interests and those of employees in particular?
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Japanese workers and managers. This is expressed in high levels of employee commitment and 

cooperation with management and low levels of industrial conflict. It is argued that Japanese 

workers see their relationship with their company as a ‘partnership of fate’, which involves a 

strong element of personal loyalty to the company and feelings of responsibility to colleagues 

and superiors in return for long-term material security provided by the firm (Matanle, 2003). By 

the 1980s these characteristics came to represent the embedded features of Japanese capitalism, 

which combined to secure continuous stable employment for core workers and created an internal 

dimension to management control strategies. The latter centred on employee commitment and 

the inclusion of employees in the process of management control in stark contrast to the Ameri-

can strategy of employee exclusion. There are three embedded features of Japanese capitalism 

that underpin welfare corporatism in Japan: lifetime employment, seniority-based pay and pro-

motion, and enterprise unionism.

Lifetime employment

Traditionally large Japanese firms fill the vast majority of their permanent vacancies by recruiting 

school-leavers and university graduates as trainees. Once hired, these workers remain with the 

company until retirement. Essentially they enter an internal labour market (see Chapter 4) that 

provides long-term employment security and fills vacancies by internal promotion rather than 

external recruitment. Historically, Japanese employers have gone to great lengths to avoid dis-

missing workers during slack production periods. Depending on how long the slack period lasts, 

employers have used the time to provide workers with additional training, or they have trans-

ferred workers internally or to other companies either temporarily or permanently rather than 

simply dismiss them. Some firms have even set up new subsidiary companies to absorb redundant 

employees. This reluctance among large firms to dismiss workers on grounds of redundancy has 

been attributed to three factors: fear that dismissals would damage their reputation and make it 

harder for them to recruit high-quality university graduates in the future; legal restrictions that 

make dismissals difficult to defend in the courts; and a desire to avoid conflict with the union, 

which could lead to immediate disruption of production and weaken the basis for long-term 

cooperation (Rubery and Grimshaw, 2003).

Seniority-based pay and promotion

Historically, a distinctive feature of the Japanese approach to pay has been that, instead of pay 

being job-related, i.e. determined by the nature of the job being performed, it is person-related. 

A key person-related criterion for determining pay is seniority measured by age and length of 

service. Basic salaries are agreed for employees in different age bands, and annual salary increases 

are also related to seniority, with longer-serving workers receiving bigger increases. In addition 

to basic salary, workers receive merit bonuses based on evaluation by their superiors. However, 

while merit bonuses mean that workers with the same length of service are paid different 

amounts, merit payments still incorporate a seniority element. This is because of agreements 

between employers and unions that specify that workers with longer service receive higher aver-

age merit ratings. Seniority-based promotion from one grade to another does not mean that the 

workers’ function changes, it just means ‘more status and a higher level of annual salary 

increases’ (Dore, 1973: 99). More recently, employers have increased the weight attached to abil-

ity as opposed to age when determining pay, but how ability is determined is often vague 

(Matanle, 2003).

Enterprise unionism

While American trade unions are organised on an occupational or industrial basis and German 

trade unions on an industrial or sectoral basis, Japanese union organisation is based around 

individual enterprises. Thus firms such as Nissan or Toyota have their own enterprise unions and 
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enterprise union federations. Unions do coordinate wage bargaining activity on a sectoral and 

national basis through the annual pay bargaining round – the ‘spring wage offensive’ (shunto); 

however, collective bargaining is essentially conducted at enterprise level. There is a debate over 

the effectiveness of enterprise unions as representatives of employees’ interests. Critics have 

argued that enterprise unionism means that trade union power is fragmented and thus weakened. 

Critics also argue that enterprise-based unions identify too closely with the employing organisa-

tion and are too susceptible to interference from employers (Shirai, 1983). Supporters argue that 

enterprise-based unions make it easier for management and unions to work together to resolve 

problems. They also argue that Japanese enterprise unions exert considerable influence on man-

agement decision-making, to the benefit of workers (Nakamura, 1997). In summary, enterprise 

unions are employer-specific, focused on enterprise and production problem-solving and may or 

not be employer-controlled – i.e. in comparison to, say, British trade unions, the independence 

of Japanese trade unions is open to question. In addition to this enterprise unions may not reflect 

the nature of Japanese labour. Before the Second World War, enterprise unions were not a key 

component in the Japanese economy. For some, American occupation and the Cold War saw 

more independent trade unions subject to suppression. Moreover, in the contemporary period 

of austerity and crisis, enterprise unions are subject to criticism that they are either ineffective 

or collude with management, only organise and represent full-time workers and have done little 

to oppose the growing use of temporary agency workers (Jeong and Aguilera, 2008; Royle and 

Urano, 2012).

Dualism in Japan’s employment system

The three features described above do not apply equally to all enterprises and all workers in 

Japan. They are found in the large-firm corporate sector to a far greater extent than among small 

and medium-sized firms. Moreover, even within the corporate sector, not all employees enjoy 

lifetime employment and seniority-based pay and promotion. These conditions only apply to 

‘standard’ employees, i.e. permanent, ‘core’ workers. A significant proportion of workers 

employed by large corporations in Japan are non-standard workers, i.e. seasonal, temporary and 

part-time workers. The exact proportion of Japanese workers who enjoy lifetime employment 

status has been a matter of debate. A common estimate during the 1980s was 35 per cent, but 

some estimates were as low as 10 per cent (Oliver and Wilkinson, 1992). Inagami (1988), however, 

reported that long-term, if not lifetime, employment was becoming increasingly common among 

smaller firms as well as large ones. This was the result of the development of close, long-term 

relationships between large corporations and their smaller suppliers, which gave the latter long-

term commercial security and supported long-term employment contracts.

The employment system and the wider Japanese business system

Japan’s employment system is embedded in a wider framework of institutionalised relationships, 

the most important of which are the role of the state, the principles of corporate governance and 

the system of vocational education and training.

State regulation

Japanese employment relations have sometimes been described as ‘micro-corporatist’. This refers 

to the close links between unions and management and the degree of union involvement in 

Explore How transferable are these characteristics – lifetime employment, seniority-based pay and 
promotion, and enterprise unionism – to non-Japanese organisations?
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business decision-making at the enterprise level. There are also close links between employers 

and government, and Japanese employers see their responsibilities as being not just to their 

shareholders but also to their employees and the nation as a whole. However, the absence of an 

authoritative central trade union confederation and the decentralised nature of collective bar-

gaining have prevented Japanese trade unions from engaging in political exchange with employ-

ers and the government, so bargained corporatism has not developed in Japan. The absence of 

trade unions from policy-making has led to Japan being described as having ‘corporatism with-

out labour’ (Shinoda, 1997). However, from the late 1980s, some observers argued that this situ-

ation was beginning to change and that Japanese trade unions were developing a more coherent 

political voice at national level following the formation of a unified peak organisation, Rengo 

(Shinoda, 1997).

In Japan, as in Germany, government legislation supports workers’ right to organise and act 

collectively, although, unlike Germany, it has not laid out formal procedures for co-determination. 

Legislation also regulates labour market activity in Japan by establishing minimum standards 

with regard to wages, working time, dismissal and health and safety, although the operation of 

the law is nationally distinctive. For example, there is no statute that obliges employers to give 

valid reasons for dismissing workers. Nevertheless, despite the absence of a specific statute, the 

courts have developed strict standards governing employers’ conduct regarding dismissals on the 

basis of case law, so the law has developed so as to reinforce the practice of lifetime employment 

(Sugeno and Suwa, 1997).

Corporate governance and finance

Japanese firms, like their German counterparts, operate on the stakeholder principle of govern-

ance. It can be argued that Japanese corporations operate a stronger version of the insider variant 

of this model than German firms, given their formal commitment to lifetime employment and 

to providing for the social welfare of their employees. This is supported by the system of corpo-

rate finance. As in Germany, Japanese corporations obtain most of their finance through bank 

loans and cross-investments (Oliver and Wilkinson, 1992). This reduces the pressure on Japanese 

managers to maximise short-run profits to satisfy investor and shareholder value, encourages 

them to take a long-term view of company performance and underpins Japanese employers’ 

commitment to providing long-term employment security, training and career development for 

workers. In addition, the tendency to prioritise insider interests is reinforced by the fact that 

senior managers have themselves been part of the lifetime employment system, promoted from 

more junior positions within the company (Matanle, 2003).

The vocational education and training system

In contrast to German practice, new recruits in Japan are not selected on the basis of the occu-

pational skills they possess, but on their ability to conform to company values, work coopera-

tively with others and act on and take up training in company-specific skills, that is, the extent 

to which workers are ‘trainable’. The Japanese training system and the system of lifetime employ-

ment are closely interlinked. Unlike Germany, Japan does not have a well-developed national 

system of vocational training. Rather, as in the American business system, training is enterprise-

based. Employers take school leavers and college graduates and provide them with initial and 

continuing vocational training in sets of skills that are specific to the firm. Workers are trained 

using a mixture of formal training off the job and informal on-the-job training. A distinguishing 

feature of the enterprise-based system is its emphasis on continuing training over the employee’s 

career in the firm. Permanent workers’ careers typically involve gaining training and experience 

in a range of jobs within the company, updating and broadening their skills over time. Tasks are 

allocated on the basis of how workers are ranked in terms of their firm-specific skills and experi-

ence rather than their formal occupational qualifications (Marsden, 1999). Workers who are 

more highly ranked by their supervisors in terms of length of service and ability are allocated 
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the more demanding tasks, which may include the design and control of production processes 

and the management of quality (Lincoln and Kalleberg, 1992; Nakamura, 1997). The Japanese 

approach to training supports the seniority-based pay and promotion system, as longer-serving 

workers are competent across a wider, more demanding range of tasks and therefore warrant 

higher pay.

HR departments in Japanese firms and overseas subsidiaries

In comparison to British and American firms, HR departments in large Japanese firms are more 

influential and have a clear organisational orientation, focusing on HR planning, learning and 

development, recruitment and employee welfare. HR departments are very centralised, particu-

larly at the HQ level where policy is driven down to local units. HR departments are traditionally 

seen as ‘king makers’ in large Japanese firms as they have played a central role in planning out 

career pathways for graduate recruits. Turning to overseas subsidiary operations in the UK, the 

term ‘Japanisation’ during the 1980s described academic, policy and practitioner obsession with 

Japanese business and employment models recently diffused into the country. Many of the inno-

vations associated with Japanese multinational firms, such as team working, logistics and supply 

chain management, quality circles and quality management, now represent standard HR and 

business practices in firms of any nationality and size. However, there are persistent questions 

over the extent to which ‘Japanese’ innovations are embedded in UK subsidiaries of Japanese 

firms. HR functions in UK subsidiaries are not as large as those in Japan but remain compara-

tively distinctive. There is a strong country-of-origin effect on rhetoric and supply chain manage-

ment, but other aspects of the three pillars system, e.g. enterprise unions, are less in evidence. In 

car manufacturing in the UK, Japanese employers chose to locate beyond traditional areas of 

motor manufacturing, but decided to recognise independent UK trade unions. Nonetheless, many 

Japanese firms are associated with what was once termed ‘new industrial relations’, where these 

firms pioneered single union recognition deals, often on a so-called ‘beauty contest’ basis. These 

deals also included innovations such as no-strike deals and binding pendulum arbitration in cases 

of disagreement (Bassett, 1987; Wickens, 1987).

Change in Japan: The crumbling of the ‘three pillars’?

Japan experienced a marked slowing down in economic growth after 1990, with an annual aver-

age GDP growth rate of 1.6 per cent between 1991 and 1998. Unemployment in Japan also hit 

record levels of around 5 per cent, peaking at 5.3 per cent in 2003. It fell back to 3.9 per cent in 

2007 but then rose again to 4.4 per cent in February 2009 (Inoue, 1999; OECD, 2008; Wall Street 

Journal, 2009) and by 2016 unemployment in Japan fell back to around 3 per cent after having 

fallen consistently since 2010. While this number is low by European standards, it has to be 

viewed in the context of the Japanese employment system and the extreme reluctance to dismiss 

workers. The unemployment figures mask a higher level of hidden unemployment and under-

employment. The stagnation of Japan’s economy, coupled with demographic and social changes, 

put considerable strain on the employment system. As in Germany, this led a growing number 

of observers, inside and outside of Japan, to argue that while the employment system may have 

underpinned Japan’s economic success during the 1970s and 1980s, it was an obstacle to recovery 

in an increasingly globalised world economy. Thus, in 1998, the Japanese Congress on Economic 

Strategy, an advisory body to the government, argued that the Japanese system attached too much 

importance to equality and fairness and that Japan needed to restructure itself as a more ‘com-

petitive society’ (Inoue, 1999: 11). Critics also argued that the lifetime employment system had 

become socially and economically divisive. While older workers continued to enjoy the benefits 

of lifetime employment, such opportunities for young workers had become increasingly limited. 

The lifetime employment system was too criticised for being based on an outdated male model 

of employment that was increasingly at odds with Japanese women’s changing aspirations.
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Japan has been hard hit by the global economic crisis caused by the ‘credit crunch’. The value 

of exports fell by 49 per cent in the first quarter of 2009 and unemployment climbed again, hit-

ting 4.4 per cent in February 2009. After the ‘lost decade’ of the 1990s, observers commented on 

how the economic crisis had initiated or accelerated currents of change in Japan’s employment 

system and questioned its long-term viability (Hattori and Maeda, 2000; Hanami, 2004). The 

impact of the ‘credit crunch’ produced further challenges to the Japanese version of stakeholder 

capitalism and its associated employment system, which are examined in the following and final 

sections of this chapter.

From stakeholder to shareholder capitalism?

As we have seen, the Japanese employment system is underpinned by a ‘stakeholder capitalism’ 

approach that is reflected in a system of corporate finance and governance that encourages a 

long-term management orientation and gives a relatively low priority to ‘outsider’ (i.e. share-

holder) interests compared with those of ‘insiders’ (i.e. managers and managed employees). 

However, over the last 20 years, changes in patterns of ownership and changes in corporation 

law have raised the possibility that the stakeholder model is being eroded by growing shareholder 

influence. The most important developments are described by Araki (2005):

● a decline in long-term and cross-shareholding in Japan, which, if it spreads, will destabilise 

the long-term relations between and within companies that have supported the Japanese 

employment system;

● a rising proportion of equity owned by foreign shareholders;

● legal reforms that have strengthened the power of shareholders over managers and made it 

possible for corporations to adopt new governance structures that include external, non-

executive directors on boards of directors to represent shareholder interests.

Subsequently, Araki (2007: 281) further concluded that these changes ‘can best be viewed as 

the realignment of the priorities of different stakeholders within the framework of the stake-

holder model’, rather than indicating the collapse of the stakeholder approach. Many Japanese 

firms maintain cross-shareholding and remain committed to long-term, cooperative relations 

with other companies and these commitments operate as a form of countervailing power against 

the share of equity owned by foreign shareholders.

A decline in enterprise unionism?

The proportion of Japanese workers who were union members fell from 34.7 per cent in 1975 to 

20.7 per cent in 2001. In more recent years, the figure has fallen further still, but remains signifi-

cant and would be lower if employers cut their demand for labour to match the demand for goods 

and services. One reaction to the slowdown in Japanese economic performance is legislative 

support for the deployment of temporary agency workers, which has put further pressure on the 

number of new employees able to secure lifetime employment. These developments further rein-

force the argument that enterprise unions and their confederations have been subject to a growing 

criticism that they serve only the interests of the elite group of workers in the leading corpora-

tions (Hanami, 2004). In the past, enterprise unions have played an important role as a channel 

for employee voice in Japanese companies, and as such have helped to create the basis for the 

Explore Before reading on, consider the potential benefits and disadvantages of maintaining lifetime 
employment, seniority-based pay and promotion, and enterprise unionism in the face of the 
economic downturn? Divide your responses into short term and long term.
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high level of worker–management cooperation that has been a characteristic of Japanese employ-

ment relations for most of the post-war period. Therefore, the decline of enterprise unionism 

could threaten to weaken the system as a whole.

A decline in seniority-based pay and promotion?

An ageing workforce and slower economic growth since 1990 (compared to the earlier post-war 

period) have challenged the seniority pay system. This is the case because seniority-based pay 

depends on the balance in the workforce between younger, junior employees and older, more 

senior employees. Younger workers are paid less than is warranted by their productivity, while 

older workers are paid more. As long as the proportions of younger and older workers are bal-

anced, the overall wage bill is in line with the productivity of the workforce. What this balance 

does mean however is that more young workers have to be hired each year to offset the effects of 

seniority-based wage increases for existing workers. In order to do this, the company has to keep 

expanding to create new vacancies at entry level but economic stagnation in the Japanese econ-

omy has meant that corporations have cut back on their recruitment of younger workers. There-

fore the overall age profile of  the workforce has increased, causing company wage bills 

increasingly to be out of line with workers’ productivity, thus increasing production costs and 

reducing profitability and competitiveness. Reform of the wage and promotion system has also 

been encouraged by the increased pace of change in organisations. This means that skills and 

knowledge gained through seniority are at less of a premium. Therefore promotion is being 

linked more to individual performance. Finally, it was claimed that moves to base pay on indi-

vidual performance tuned in with changing social attitudes in the late 1990s when younger gen-

erations of workers adopted more individualised sets of values to become less collectively 

orientated (Kusuda, 2000).

The result of these developments and innovations is that most Japanese corporations claim 

to be reducing the extent to which pay is determined by seniority and increasing the weight given 

to performance. As far back as 1998 a survey of large firms carried out by the Japan Productivity 

Centre for Socio-Economic Development reported that 76 per cent of respondents planned either 

to do away completely with seniority-based pay or to move to predominantly performance-based 

pay systems for their managerial employees (Hattori and Maeda, 2000). Regarding promotions, 

a survey carried out in 1999 for the Ministry of Labour reported that over 80 per cent of com-

panies said they used ability and performance as criteria for promotions to managerial grades, 

while 48 per cent used seniority. In addition to this, more companies claim to have introduced 

‘fast track’ promotion routes and are promoting people at a younger age (Matanle, 2003; Conrad 

and Heindorf, 2006). At the same time, however, the extent of team working makes individual 

performance hard to measure, so some companies focus on team rather than individual perfor-

mance. Lastly, skills and qualifications have become more rather than less important in determin-

ing basic pay. As employees need to spend specified periods of time acquiring prescribed skills 

and abilities in order to gain promotion to the next grade, this blurs the distinction between 

seniority and ability/performance, and managers may continue to use age as a convenient proxy 

for performance. Moreover, the shift from seniority- to performance-based pay has been concen-

trated on managerial staff (Inoue, 1999; Matanle, 2003; Conrad and Heindorf, 2006).

A retreat from lifetime employment?

The long period of economic stagnation throughout the 1990s led companies to increase their 

use of fixed-term contracts and temporary agency workers. Between 1990 and 2002, the propor-

tion of ‘atypical’ workers, i.e. those on part-time and fixed-term contracts, rose from 20.2 per 

cent in 1990 to 29.8 per cent (Araki, 2005). This included a threefold increase in the number of 

registered temporary agency workers from 0.5 million in 1992 to 1.7 million in 2002 (Hanami, 

2004; Macnaughtan, 2006). This was made possible by legislation which relaxed restrictions on 
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the use of fixed-term contracts and made it easier to set up and run temporary employment 

agencies. At the same time, however, an amendment to the Labour Standards Law in 2003 tight-

ened the restrictions on employers’ right to dismiss workers (Hanami, 2004).

The late 1990s also saw household name firms forced to make major cuts in their workforces. 

In 1999 Nissan Motor Corporation, which had just been taken over by Renault, announced the 

closure of 5 sites in Japan with the loss of over 10,000 jobs. This, together with other job cuts in 

Japanese corporations, was widely interpreted as signalling the end of the lifetime employment 

system in Japan. However, what was not so widely reported was that Nissan promised to achieve 

the reductions through natural wastage, early retirement, increasing part-time employment and 

selling non-core subsidiaries (Symonds, 1999). More generally, research has found that large 

Japanese companies remain reluctant to lay off workers, even when there is a need to cut jobs. 

As at Nissan, natural wastage, early retirement and temporary or permanent transfer of workers 

to subsidiaries are still the preferred methods of reducing headcount (Watanabe, 2000; Kato, 

2001; Matanle, 2003). A Ministry of Labour survey of large firms in 1999 reported that roughly 

a third of respondents planned to maintain their existing lifetime employment systems, while a 

little under half said that they planned to make partial revisions to their lifetime employment 

systems. Less than a fifth planned to make major changes (Hattori and Maeda, 2000; Matanle 

2006). Signs of a revival of the Japanese economy during 2003–07 gave a further boost to confi-

dence in the virtues of long-term employment.

The three key principles which define the Japanese employment system are subject to some 

erosion. The principle of seniority in determining pay and promotion has been downgraded, and 

companies have cut jobs and made more use of non-standard workers, i.e. temporary, fixed-term 

and part-time, when hiring. It may well be that these changes are having long-term effects on 

levels of trust and employee commitment, weakening the established basis for management–

worker cooperation in Japan (Kwon, 2004). However, we can also see evidence of continuing 

commitment to the principle of long-term if not lifetime employment, and we have noted the 

limits to the shift from seniority to performance in determining pay and promotion. Even where 

changes are being made, they continue to be constrained by features of the existing system  

(see Box 15.2).

Box 15.2 Keidenran’s Okuda lauds Japanese management for revival

‘Japan was able to overcome the protracted recession because companies focused on long-term growth and did their 
best to avoid massive lay-offs even while grappling with the need to restructure’, Japan Business Federation Chairman 
Hiroshi Okuda said. . .  . ‘Japanese society has finally survived the long-standing economic slump because we, private 
firms, have stuck to the two bases of Japanese management: respect for people and long-term perspective’.

But Okuda’s lecture was not an endorsement of the traditional management style. The corporate sector ‘has been 
making necessary adjustments to accommodate the globalisation of the economy while giving consideration to job 
security’, he said. Companies have ‘tackled various reforms, for example, reviewing their seniority systems and intro-
ducing merit-based compensation’.

Source: Extracted from The Nikkei Weekly, 16 January 2006.

Question

1 Discuss why Japanese employers have been more ready to reform the seniority wage system than to retreat from 
lifetime employment.
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The Japanese employment system, national competitiveness and 
financial crisis

The embedded features of the Japanese employment system are widely seen as underpinning 

Japan’s success in manufacturing, and while Japanese multinational firms have been significant 

innovators in aspects of HRM, the Japanese business system is now crisis-ridden and stagnant 

in terms of economic performance. Many Japanese firms beyond the automotive sector have 

found themselves outperformed by local lower-cost economies such as South Korea. For example, 

in 2008, JVC, which pioneered the development and manufacture of the flat-screen television, 

ceased production in Japan, ceding the regional market to South Korean manufacturers. How-

ever, significant Japanese multinational firms remain committed to production in Japan and 

continue to use lifetime employment for core employees. Hence, embedded features of the Japa-

nese employment system remain so, even in the face of economic stagnation, financial crisis and 

disasters in the form of a tsunami, nuclear leaks and large-scale quality recalls of Toyota cars.

To summarise our discussion of the embeddedness of features of the Japanese business system 

and related approaches to HRM, it is useful to divide the years since 1945 into four periods. 

Firstly, the period after the Second World War through to the 1980s laid and embedded the insti-

tutional features of the Japanese business model and related patterns of HRM. Highly competi-

tive firms in motor manufacturing, electrical goods, consumer electronics, then personal 

computers, first domestically then internationally, secured well-paid employment for a sizeable 

core workforce at the plant level. The business model held management to account where block 

and cross-shareholding rendered the capital market comparatively illiquid and the market for 

corporate control comparatively impotent. Stakeholders within the firm held significant power 

over any external shareholders, whereas Japanese institutional investors were comparatively pas-

sive in the face of bank-led monitoring of firm-level performance. Moreover, labour relations for 

core workers built a community firm based on lifetime employment, company unionism and 

internal promotion of management (Dore, 1973; Sheard, 1994). Firms had a growth dynamic 

generated via internal capabilities, which saw core employees integrated into decision-making 

and the values of a firm.

Second, the 1990s saw a significant slowdown in the Japanese business model and an emergent 

crisis in the system. As Peston and Knight (2012: 137–40, 298–306) observe, the post-Second 

World War period until the 1980s witnessed sustained export-led growth, which led to a stock 

market bubble where, in 1989, the value of the Tokyo stock market was greater than the value of 

the US stock market. However, a collapse in property and stock market prices began in 1990, 

ushering in what is often termed ‘the lost decade’, and in July 2012 the Nikkei index was 77 per 

cent below its 1989 peak. Poor economic performance continued throughout the decade as the 

yen rose in value, hitting the export price of many Japanese goods. In reaction to previous expan-

sion, many Japanese firms chose to save and repay debt and not invest, whereas Japan’s ageing 

population saw the wages share of national income increase due to the seniority-based system 

of recruitment and promotion. Third, the late 1990s through to the 2000s witnessed the emer-

gence of pressures for change in the Japanese business system. A steady increase in foreign share 

ownership peaked at 28 per cent of the Japanese stock market in 2007. This growth increased 

pressures for investor and shareholder value and some reduction in the presence of cross-share-

holding, which had previously insulated Japanese firms and associated patterns of employment 

regulation from capital market pressures (Deakin and Whittaker, 2009). In turn, this reduced the 

growth of lifetime employment and stimulated a greater use of part-time and temporary agency 

workers (Sako, 2006). For many observers, Japan’s ‘lost decade’ was most manifest as a ‘balance 

sheet’ recession, whereby the obsession with debt repayment by both firms and households meant 

that even zero interest rates could not encourage borrowing. This turned many businesses and 

banks into what are now termed ‘zombie’ businesses, but as many did not close, unemployment 

remained comparatively low at less than 6 per cent throughout the 1990s into the new century 

(see Peston and Knight, 2012: 299–301).
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Lastly, by the end of the first decade of the twenty-first century, the Japanese economy and 

its business system, though remaining in recession, appeared very resilient. Hostile takeovers in 

the market for corporate control stalled and activist investors found only mixed success, whereas 

lifetime employment and a commitment to continue to produce goods in Japan remained present 

in firms such as Toyota (see Araki, 2009). However, as Jackson and Miyajima (2007) argue, while 

executive behaviour has changed and developed in response to more careful external monitoring 

by capital markets, Japanese approaches to efficiency remain committed to equity for core work-

ers at least, and as Buchanan and Deakin (2009) suggest, unlike in the UK and the USA, the Japa-

nese economy, its business system and associated approach to HRM remain wedded to producer 

capitalism and not the fledgling priorities of financial capitalism (see Appelbaum et al., 2013).

Germany: Employment regulation under systematic social 
partnership?

The German employment system

Germany’s system of employment relations was established in the aftermath of the Second World 

War, but some of its features can be traced back to the Bismarck era of the late nineteenth cen-

tury. The basic principle of the German system is one of collective self-regulation by employer 

and employee organisations within a systematic framework of law.

The German system has five key characteristics (Jacobi et al., 1998). First, there is a framework 

of law that supports and regulates interest representation in employment relations. German 

employment relations law has established basic principles and institutional arrangements that 

allow employers and workers to regulate their own affairs with little direct interference from the 

state. Thus the 1949 Collective Agreement Act established collective bargaining rights for work-

ers. The Works Constitution Act of 1952 and the Codetermination Acts of 1951 and 1976 gave 

workers the right to elect Works Councils in workplaces employing five or more workers. They 

also provided for worker representation on supervisory boards of companies which have more 

than 500 employees. In providing workers with legal rights to collective representation, the law 

made an important distinction between collective bargaining and co-determination effectively 

creating the second key feature of the system, a dual structure of interest representation.

Second, the dual structure of interest representation prescribes German employment relations 

law and makes important distinctions between collective bargaining and co-determination in 

terms of their functions, institutions and the levels at which they operate. Collective bargaining 

establishes basic terms of employment such as wages and hours, what are termed issues of  inter-

est. Co-determination deals with issues that arise from the application of industry-wide collective 

agreements at firm level in individual enterprises. These issues are known as issues of  rights. 

Collective bargaining takes place at industry/regional level between trade unions and employers’ 

associations. Co-determination is conducted between works councils and management at the 

firm level. Trade unions and works councils are therefore separate legal entities, with distinct 

functions and separate arenas of action. In practice, however, there has always been some overlap 

Key controversy

● Are academics and practitioners too kind to Japanese employers? That is, are Japanese approaches to involve-
ment and participation coercive and divisive?

● How can Japanese firms maintain commitment to the Japanese model in the face of its successful adoption by 
lower cost producers such as South Korea and China?
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between the two. The majority of works councillors are trade union members, and works coun-

cils have for a long time engaged in informal workplace bargaining with management over pay. 

Since the 1980s, the role of works councils in negotiating terms and conditions of employment 

has increased following on from the decentralising tendencies more recently evident in German 

industrial relations, see below.

The dual system of interest representation is reflected in the law on industrial action in Ger-

many. Trade unions may call strikes in the event of disputes arising from a failure of collective 

bargaining negotiations to reach agreement on terms and conditions of employment, so-called 

disputes over issues of interest. Works councils, on the other hand, have a legal obligation to 

work cooperatively with management for the good of the employees and the enterprise. Once a 

collective bargaining agreement has been concluded, there is a peace obligation on both sides for 

as long as the agreement lasts, therefore during the currency of a collective agreement strikes are 

unlawful. Disputes that may arise over the interpretation or application of the agreement, so-

called disputes over issues of rights, must be dealt with through co-determination procedure or 

by arbitration in the labour courts.

The third feature is the centralisation and co-ordination of collective bargaining at sectoral 

level, which is a key feature of the German model. In the private sector, collective bargaining has 

generally taken place in each region (Lander) between the trade union and the regional employers’ 

association for the industry/sector concerned. In the public sector, collective bargaining is con-

ducted at the national level. The centralisation of collective bargaining is a crucial aspect of the 

dual system of representation, as it means that collective bargaining operates at the industry/

sector level, while co-determination operates at the enterprise or workplace level. If collective 

bargaining took place at the company or workplace level, as is the case in the USA or the UK, it 

would be much more difficult to differentiate between trade union activities and works commit-

tee activities. However, in recent years, there has been a move towards decentralisation of bar-

gaining in much of German industry.

The fourth feature is the presence of encompassing organisations of workers and employers. 

Unions are legally required to represent all workers, not just their own members. Works councils 

represent all workers in a workplace. In addition, although not legally required to do so, employ-

ers’ associations have historically represented all employers in their industries. Collective agree-

ments have therefore tended to cover all workers in each sector; in fact, this is recognised in law, 

so that workers effectively have a right to collective representation on basic terms and conditions 

of employment. Consequently, while the proportion of workers who are union members has 

always been relatively modest at around 35–37 per cent, 90 per cent are covered by collective 

agreements.

The fifth feature is summarised in the phrase ‘social partnership’. While the German system 

recognises that there are legitimate differences of interest between capital and labour, there is 

also a strong emphasis on labour–management cooperation supported by the state. At the level 

of the economy, the social partners, i.e. peak confederations of employers’ associations and trade 

unions, participate in a three-way ‘political exchange’ with government on issues of national 

economic and social policy. At the sectoral level, trade unions have developed a role as mediators 

between employer and employee interests, rather than simply pursuing adversarial strategies 

against employers through collective bargaining. At enterprise level, while works committees can 

constrain management actions on issues such as payments systems, work schedules, recruitment, 

transfer and dismissal, they are legally obliged to consider company aims and interests and not 

simply pursue immediate employee interests. This has supported the concept of the professional 

enterprise community (Lane, 1989). This term expresses a sense in which managers, employees 

and their representatives see themselves as the key stakeholders in the enterprise, acting as a 

coalition to guide its future.

These features of the German system of employment relations mean that employment issues 

are subject to a high degree of institutional regulation. In other words, the ability of management 

to exercise unilateral control over terms and conditions of employment is constrained by indi-

vidual employment rights provided by state legislation and employees’ rights to collective 
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representation in decision-making through collective bargaining and co-determination. That is, 

collective bargaining and works councils constrain the managerial prerogative.

The employment system and ‘Deutschland AG’: The wider German business 
system

The German approach to employment regulation is an integral part of its broader approach to 

organising and regulating economic activity, i.e. its wider business system. This is often referred 

to as Deutschland AG, which describes an intricate web of cross-shareholdings between banks, 

founding families, insurance companies and leading industrial firms designed to protect many 

of Germany’s leading firms from overseas corporate predators. In addition to the employment 

relations system, there are three key elements of the wider business system in Germany.

The nature of state regulation

Since the 1960s, bargained corporatism has been a guiding principle for state action in Germany 

(Strinati, 1982). Compared with the USA, where market individualism exerts a powerful influence 

on government policies for the labour market there is much greater direct state intervention to 

regulate aspects of employment. Germany’s employment protection laws are noticeably stricter 

in the way they constrain employers’ freedom to dismiss workers than those of the USA or the 

UK, although they are not as strict as those in Italy, Spain or France. The second crucial element 

of bargained corporatism in Germany is active state support for the collective organisation and 

representation of workers and employers. This support takes the form of statutory rights to 

collective organisation, collective bargaining and other forms of collective worker participation 

in decision-making. Finally, as noted earlier, collective organisations of workers and employers 

have a role in negotiating with government over aspects of labour market regulation and wider 

issues of economic and social policy. Taken together, these three elements support a dense frame-

work of institutional regulation of employment, and in this way bargained corporatism supports 

and is in many ways synonymous with the concept of social partnership in Germany.

Patterns of corporate governance and finance

German firms operate a ‘stakeholder’ model of governance. Therein management obligation is 

not only or even primarily to shareholders but to the various interests of a range of stakeholders 

in the company, including employees. The stakeholder principle is supported by the German 

system of company finance. German companies obtain finance through long-term bank loans 

and cross-investments by other companies rather than share flotation. This pattern of company 

finance means that enterprises are not subject to strong pressure to maximise short-term profits. 

As long-term creditors, banks have focused more on sustainable growth and performance than 

on immediate profits. This in turn means that firms are able to make significant long-term invest-

ments in research and development and employee training, leading to high productivity and 

product innovation, which supports high wages and good working conditions. This approach 

also means that German employers have been willing to ‘balance the pursuit of profit by a con-

sideration of social justice’ (Lane, 2000: 211). This is manifest in co-determination rights, 

employee involvement in decision-making on the shop floor, commitment to long-term employ-

ment security, and generous welfare benefits financed through company payroll taxes. This par-

ticular version of the stakeholder model has been termed ‘insider capitalism’, reflecting the 

priority given to the interests of those working inside the firm, both management and employees, 

in good working conditions, long-term security and career prospects, relative to those of ‘outside’ 

interests, such as the owners of the company. In this way, the system of corporate governance 

underpins the ideologies of the professional workplace community and social partnership at 

enterprise level.

The vocational education and training system (VET)

This is a system whereby many school leavers who do not go on to higher education spend three 

years as apprentices in the vocational education system. The system combines classroom-based 
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training in vocational schools with practical training in companies. This combination provides 

apprentices with broadly based training for a defined occupation, e.g. engineer, baker. The costs 

of training are shared between employers, who are legally obliged to provide funding and 

resources for training, government and apprentices themselves. Firms finance the provision of 

practical, on-the-job training in the workplace, whereas the state funds vocational schools and 

trainees accept relatively low wages. Trainees have to meet standards that are prescribed by 

employers’ organisations and trade unions wherein trainees receive certificated qualifications 

that are universally recognised by employers.

The broad-based occupational nature of vocational training in Germany means that jobs are 

designed to match the range of occupational skills acquired by workers through formal training. 

Compared with the system of work organisation in the USA, where workers are fitted to jobs, 

under the German system jobs are designed to fit workers (Marsden, 1999). This also means that 

German workers are competent over a relatively wide range of tasks, some of which may include 

planning and coordination of production. The system also means that German workers are not 

tied to a single firm, as their skills are transferable across firms. Germany’s system of VET has 

not only resulted in a large supply of highly skilled workers, but it has also helped to structure 

the high levels of worker–management cooperation that are characteristic of German industry. 

The apprenticeship system has historically enjoyed high regard in Germany and many German 

managers were once apprentices themselves, which they secured before taking higher education 

qualifications. Foremen, supervisors and many middle managers will have completed apprentice-

ships before obtaining further qualifications as a condition for promotion. This common ground-

ing in technical education leads to workers, supervisors and managers sharing a common 

understanding of production issues and a common technical language. This in turn lays a basis 

for cooperation in the workplace that is founded on respect for superiors’ technical expertise. In 

doing so, this approach embeds the concept of a professional enterprise community, which is 

part of the ideological basis for the high level of worker–management cooperation at workplace 

level (Lane, 1989).

The HR function in the German business system and subsidiaries of German 
MNCs

Extensive institutional regulation in the German business system in large and small firms struc-

tures the system of co-determination, which constrains the managerial prerogative. Therefore, 

to a great extent, in large firms the HR function upholds and enforces the statutory system of 

employment regulation. This does not necessarily mean that trade unions run German firms, 

but rather that managers and workers often negotiate very hard to secure an agreement that they 

can recommend to their constituencies. Once an agreement has been reached, more often than 

not both sides will abide by its details. Hence, as the system is based on compliance and regula-

tion, there is a lesser need or less institutional room for more creative aspects of HRM associated 

with the American business system. In summary, because the German business system, and 

within that employment relations, is subject to a constitutional pattern of institutional regula-

tion, employers and trade unions have less scope for strategic choice than in the American system. 

Strategic choice approaches to management strategy centre on the extent to which employers 

and management seek to shape the work environment to support the managerial prerogative. In 

the American and British business systems, the comparative absence of extensive institutional 

regulation allows employers to pursue innovative business and management strategies. Initiatives 

such as HRM, non-unionism, downsizing, workforce offshoring and segmentation, and move-

ment towards the priorities of shareholder and financial capitalism have been achieved with rela-

tively little employee obstruction. By comparison, in the German business system, management 

and trade unions, because they are subject to significant levels of institutional regulation, find 

themselves constrained by this and therefore operate on a more systematic basis. In turn, this is 

recognised as a strong country-of-origin effect inside Germany. In contrast to this, traditionally 

there is less evidence of a strong country-of-origin effect in overseas subsidiaries of German 

MNCs. There is, however, evidence that many erstwhile German firms employ reverse diffusion 
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policies and some have even re-domiciled their country of origin to escape the rigours of the 

German business system; for example, Air Berlin, the engineering firm Linde and the broadcaster 

RTL are, at least in part, UK-listed businesses.

It is evident that significant features of the German business system are less transferable to 

overseas subsidiaries precisely because of the embeddedness of aspects of the system in Germany. 

This was most evident in BMW’s failure to revitalise Rover cars on the basis of German production 

methods such as diversified quality production. This method relies heavily on the system of 

vocational education and training which was not available in the UK, and BMW had no experience 

of managing its own training system, i.e. one that was not locked into local technical education 

providers. It is more likely that whilst German firms will seek to transfer aspects of their business 

and production models to overseas subsidiaries, they are less likely to transfer all aspects of the 

German employment relations systems. Rather there is evidence to suggest that notable German 

employers, such as EADS, the Airbus manufacturer, VW and BMW, use their overseas subsidiaries 

to learn about so-called Anglo-American business strategies. It follows from this that HR in 

subsidiaries of German MNCs is more focused on host country effects in terms of accepted 

patterns of regulation and compliance. Having argued this point, recent evidence suggests that 

the German model in the automobile sector may be going global as other manufacturers learn 

from BMW’s experience. For example, Mercedes-Benz has exported its training system for 

apprentices to its American plants in the face of being unable to recruit locally trained and 

qualified apprentices capable of working within a system of diversified quality production.

Change in Germany: The erosion of social partnership

The 1980s and 1990s saw growing criticism of key features of the German employment system. 

Once seen as underpinning German economic success, the system was viewed by many economic 

policy advisers and financial and business interests as a hindrance to renewed economic growth, 

competitiveness and job creation. There are several reasons for this disenchantment with the 

German model.

Economic stagnation and unemployment

Over the last 35 years, Germany has experienced relatively slow economic growth and high, 

persistent unemployment. Unemployment in West Germany rose from 2.6 per cent in 1980 to 

7.2 per cent in 1985 and did not drop below 5 per cent until the early 1990s, when there was a short 

economic boom following German reunification in 1990 (OECD, 2006). Between 1995 and 2005 

the unemployment rate in Germany as a whole did not fall below 7 per cent, and during 2005 it 

stood at 11.5 per cent before falling back to 7.4 per cent in 2008. However, the effects of the world 

economic crisis meant that it climbed rapidly to 8.6 per cent by March 2009 but has steadily fallen 

to a 35-year low of 4.25 in 2016 (Federal Statistical Office Germany, 2008, 2016; DW World, 2009).

The underlying reasons for Germany’s unemployment problem are much debated. There is a 

strong case for arguing that it stems from the problems of economic adjustment in the former 

East Germany, where unemployment reached an official level of 18 per cent in 1999, with observ-

ers suggesting that the true level was nearer 25 per cent (Tuselman and Heise, 2000), and a 

monetary policy that has depressed levels of demand rather than being caused by features of the 

labour market (Teague and Grahl, 2004). However, economic advisers and financial and business 

interests became increasingly critical of aspects of the employment system in general, particularly 

the level of employment protection and social welfare benefits for workers and the centralised 

system of collective bargaining, and demanded reforms to increase labour market flexibility. 

Explore In light of the above information, identify the key barriers to transferring features of the German 
business system to overseas subsidiaries.
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However, the advent of the euro currency has seen many of these criticisms melt away, particu-

larly in the period since 2008. Between 1999 and 2008, unit labour costs in Germany rose by 3 per 

cent, whereas in Spain they rose by 35 per cent and by over 20 per cent in France, Greece, Italy and 

Portugal. That is, even with Germany’s extensive pattern of co-determination, comparatively it 

has become cheaper to manufacture goods in Germany, as German productivity growth has 

outstripped the rise in labour costs. In addition to this the common currency has comparatively 

pushed the price of German goods down in many export markets.

The case against strong employment rights and social protection is that they raise the costs 

of employing labour and therefore discourage firms from creating more jobs. For example, 

because workers’ strong employment rights make workforce reductions difficult and costly, 

employers prefer to achieve increases in output by raising the output of their existing workforce 

rather than hiring additional workers. Generous social welfare benefits are financed largely out 

of payroll taxes levied on employers. This means that non-wage costs of hiring workers are high, 

reinforcing employer reluctance to add to workforce size and also deters new business start-ups. 

Non-wage hiring costs also contribute to high unemployment among low-skilled workers by 

setting a ‘floor’ to wages that prevents them from falling to a level that would lead to more 

unskilled jobs being offered.

Weakening support for collective bargaining and co-determination?

Since the 1990s, the proportion of German workers who are trade union members has fallen and 

at the same time a growing number of small and medium-sized businesses do not have works 

councils, and by the end of the 1990s an estimated 60 per cent of German workers were outside 

co-determination (Teague and Grahl, 2004). Among employers, the coverage of employers’ 

associations is declining. Many companies in the former East Germany either did not join or else 

withdrew from employers’ associations after unification in order to avoid centralised wage 

bargaining. In the West, a number of small and medium-sized enterprises quit employers’ 

associations in order to negotiate their own individual agreements with the trade unions, and 

many new companies choose not to join employers’ associations, often following the example 

of US MNCs. For example, General Motors infuriated the Opel works council by seeking to 

negotiate agreements on a plant-by-plant basis instead of centrally in an attempt to introduce 

an American-style New Deal model which often undermines nationally focused sector-wide 

bargaining. Nevertheless, trade unions retain considerable influence and the percentage of 

workers covered by collective agreements in the West is still very high – around 90 per cent – 

although the number is substantially lower in the East.

Decentralisation of collective bargaining

More significant than any overall decline in collective bargaining coverage has been the trend 

towards decentralisation of collective bargaining. This has reflected the growing relative impor-

tance of ‘qualitative issues’ concerning changes in working practices, new technology and flex-

ibility, which are specific to companies or workplaces, compared with wage bargaining. At the 

same time, however, there have been examples of ‘disorganised decentralisation’ arising out of 

‘wildcat cooperation’ between works councils and company management whereby they (illegally) 

agree to undercut or ignore the terms of collective agreements, usually on the grounds of preserv-

ing jobs. In an effort to eliminate wildcat cooperation and achieve a more coordinated and 

controlled decentralisation of bargaining, formal ‘opening clauses’ are often inserted into indus-

try level agreements that allow enterprise level management and works committees to negotiate 

over more flexible working time arrangements or to undercut sectoral agreements on pay for 

limited time periods and in defined circumstances (Tuselman and Heise, 2000). This controlled 

decentralisation reflects the interests of the unions in maintaining an over-arching structure of 

centralised bargaining and owes much to the fact that employers continue to value the way that 

centralised bargaining moderates wage pressure and acts as a force for stability in industrial 

relations.
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Changes in co-determination

The role of co-determination has been strengthened by legislation which provided strong support 

for works council organisation and extended the influence of works councils over training and 

employment protection matters. Furthermore, decentralisation of collective bargaining has 

increased the role of works councils in establishing terms and conditions of employment. In 

particular, they became closely involved in company modernisation programmes during the 

1980s, which focused on the introduction of new technologies, more flexible forms of working 

and new forms of employee involvement, such as quality circles and team working. In manufac-

turing firms, these programmes culminated in diversified quality production. For some the role 

of works councils in this evolution can be seen as an extension of the social partnership model 

in the workplace, whereas others view it as threatening to undermine the role of works councils 

as defenders of workers’ employment rights. High unemployment and increasingly intense com-

petition mean that works councils are under pressure to cooperate with management in ‘building 

up an organisational consensus around corporate plans to succeed in global markets’ that serve 

the interests of management, shareholders and the elite ‘core’ group of employees, but exposes 

other workers to increasing insecurity (Teague and Grahl, 2004: 566).

Germany’s economic difficulties have strengthened the critics and weakened the defenders of 

its employment system, most notably the German trade unions. As some of the material in this 

chapter has sought to demonstrate, the high wages, comparatively low inequality in and between 

capital and labour, and high living standards that were once seen as strengths of ‘Deutschland 

AG’ are increasingly being represented as the source of persistent unemployment and compara-

tively weak growth. High unemployment has created fear of job loss and created a climate in 

which unions and works councils are on the defensive. At the same time, German firms are 

becoming more open to the disciplines of the stock market and influenced by the principle of 

shareholder value. However, while significant changes have taken place, reform of the German 

system has so far been gradual, hesitant and, at times, strongly resisted, particularly in the area 

of welfare reform, where there is strong continuing public support for Germany’s extensive 

welfare state provision. Even so, pressure on the German system has been intensified recently by 

the effects of the credit crunch and world recession. Before the credit crunch and associated world 

recession, Germany’s trade surplus sustained resistance to full-blown domestic reforms in busi-

ness and employment regulation to meet the demands of globalisation, which were considered 

by many Germans to mean greater economic insecurity and stagnating wages.

In summary, irrespective of sustained criticism in the 1990s, the features of the German 

employment system and the wider business system described here have underpinned a distinctive 

strategy for competing in international markets. The high level of institutional regulation in 

Germany has made it difficult for employers to treat labour simply as a disposable commodity. 

Collective bargaining, co-determination and state legislation have resulted in high wages and 

restrictions on employers’ freedom to dismiss workers. This means that employers have had to 

achieve competitiveness by ensuring that high wages are matched by high productivity and by 

competing on the basis of innovation and product quality rather than price and a relatively high 

emphasis on skill in the workforce and the production process. The consequences of the German 

system of VET are that German workers’ broad skills mean that they are able to adapt to new 

technologies relatively easily and acquire additional skills within their occupational fields. They 

are also able to undertake aspects of production planning and problem-solving to a higher degree 

than in many other countries. This, together with the high level of cooperation that is partly due 

to the training system, means that workers need relatively little close supervision. Therefore, 

firms employ fewer staff not directly engaged in production, which contributes to high productiv-

ity levels and more autonomous working conditions. The centralisation of collective bargaining 

and its formal separation from co-determination, together with the influence of social partner-

ship ideology, have resulted in low levels of industrial conflict and have also kept inflationary 

wage pressures low. In this way, the industrial relations system has contributed to quality of 
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output in terms of reliability of supply and also to the control of wage costs. Often referred to 

as diversified quality production, the results have been high labour productivity and a competitive 

advantage in markets for sophisticated, innovative, high-value products based on high levels of 

research and development expenditure and sophisticated production techniques (Streeck, 1991). 

This has allowed German firms to pay high wages without becoming uncompetitive and also to 

fund, through taxation, a comprehensive and generous welfare state.

The German business system, national competitiveness and financial crisis

The pressures for change and reform in the German business system are ever present. The period 

of financial crisis since 2008 initially saw these pressures further increase, but this time not neces-

sarily because of inherent weaknesses in the Germany economy, but rather, because of the down-

turn in demand for German exports as a result of the impact of financial crisis in German export 

markets. Similarly, the strong pattern of institutional regulation in the German business system 

did not prevent some German financial institutions entertaining the same investment strategies 

that undermined the American and British financial systems. A few significant financial institu-

tions had to be bailed out by the German government, but in contrast to the financial sector, the 

German manufacturing sector and other export-orientated sectors have been protected by the 

euro and the euro crisis. The crisis and the international weakness of the euro has effectively kept 

the price of German exports lower than they otherwise would be. In some ways, the period since 

2010 has witnessed the resilience of the German business system and its established pattern of 

co-determination in employment relations. The German economy may be in transition, as evi-

denced in the passage of some labour reforms and the accommodation and incorporation of 

investor and shareholder capitalism, but the German business system has not collapsed or moved 

significantly closer to, say, the American business system.

In contrast to this strong country-of-origin effect in Germany, subsidiaries of German MNCs 

display less Germanness in subsidiary operations in HR strategies than might be expected. There 

is evidence from specific sectors to suggest that the growth of business education and the MBA 

culture is diffusing some Anglo-American traits into German business, particularly via younger 

graduates and managers, who appear less attached to embedded features of the German business 

system than more established managers (Carr, 2005). Further, while Germany still has many large 

firms where co-determination is a core feature of corporate governance, there is a growing 

recognition that smaller to medium-sized firms are becoming of greater significance. In 2015 

there were 3.67 million small to medium-sized enterprises in Germany which provided training 

to 1.2 million young people and over 80 per cent of all apprenticeships. Small to medium-sized 

firms represent 99 per cent of all German firms and employ 68 per cent of Germany’s working 

population (KFW, 2015). This development may put further medium-term pressure on established 

features of co-determination.

Nonetheless, the success of the German business model and associated pattern of employment 

rights in the period since 1945 has resulted in the creation of what for many are a pattern of 

embedded institutional but beneficial constraints. These deter and prevent management from 

resorting to short-term contingencies to satisfy investor and shareholder value at the expense of 

innovation and research and development even in a period of sustained financial crisis (Streeck, 

1998; Butler et al., 2011). This is the case even where they have been sanctioned by the state, e.g. 

as in the Hartz reforms, which made downsizing and cost-cutting easier in small to medium-sized 

firms.

Explore Given this information, why haven’t more multinationals of non-German origin attempted to 
emulate the German approach?
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Summary

● There are noticeable differences in the way that the employment relationship is regulated in 

different countries, such that we can identify different national employment systems.

● National employment systems can be compared on the basis of similarities and differences in 

the extent and patterns of institutionalised regulation of the employment relationship.

● Different countries’ employment systems are embedded in and shaped by their wider business 

systems.

● Historically, Germany, Japan and the USA have adopted different employment paradigms 

based on, respectively, social partnership, welfare corporatism and a managerially led model.

● Each of the three paradigms has been embedded in distinctive business systems that have in 

turn produced and supported distinctive strategies for achieving competitiveness in domestic 

and international markets.

● Since the 1980s, each system has come under intense pressure to change in response to forces 

that many observers believe are encouraging the convergence of all employment systems 

towards the current US model, based as it is on shareholder capitalism. However, both the 

German and Japanese business systems have displayed resilience in the face of pressures 

towards convergence.

● Globalisation, if it means anything, means that international competitive pressures and reac-

tions to them override the priorities of national business and employment systems, leading to 

the further marketisation of corporate governance and employment relations. More recently 

pressures associated with globalisation have witnessed the emergence of attempts at rule-

making by some multinational firms over taxation liability in their country of origin and the 

host economies where they invest. Similarly the ‘employee’ status of operatives who work for 

some new economy firms is currently a matter of dispute in some European economies. More 

recently still the emergence of informalisation in employment relations in some sectors of the 

American economy challenges the status of the three varieties of Americanness in established 

US employment relations.

● In a global context, financial performance becomes much more important than previously, 

particularly as the stock market and the market for corporate control increasingly discipline 

management to ensure managerial efficiency on the basis that investors and shareholders are 

the dominant stakeholders.

● The diffusion of investor and shareholder approaches to corporate performance, combined 

with external shocks such as the recession caused by the credit crunch, encourages employers 

to see labour as a cost rather than a productive resource, leading to changes in HRM. At the 

same time, however, national systems of institutional regulation moderate this pressure.

● The financial crisis is a global phenomenon which has contradictory results for HRM. As a 

reaction to crisis, many multinational firms have retreated to strong country-of-origin stereo-

types but at the same time many multinationals have sought to accommodate the crisis by 

getting closer to host countries in terms of HRM. In summary, the financial crisis has reinforced 

ever present tensions within multinational firms between standardisation and localisation.

● Brexit is likely to further reinforce embedded business and human resource approaches associ-

ated with multinational firms of different nationality. In addition Brexit may too create new 

opportunities and challenges for subsidiaries of overseas multinational firms located in the UK.

Questions

1 Has the country-of-origin effect which is so embedded in comparative HRM mediated the 

effect of the global financial crisis in MNCs of different nationality?
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2 In what ways, if at all, is the global crisis grounded for managers and workers in reforms in 

firm-level approaches to HRM?

3 Can the American, German and Japanese business models and related employment systems 

continue to main national distinctiveness in the face of global financial crisis?

Case study
Toyota committed to Japan

In summer 2012, Akio Toyoda, president of the Toyota Motor 
Corporation, committed the firm to maintaining itself as a 
Japanese car producer whereby the multinational will con-
tinue to produce three million cars, or 40 per cent of its global 
output, in Japan. This is only about one million cars fewer 
than before the onset of the global financial crisis. This com-
mitment came in the face of the impact of a strong yen on 
Japanese exports and despite the fact that Toyota’s domestic 
rivals, Honda and Nissan, produce about 75 per cent of their 
cars abroad to enable them to compete with local rivals such 
as South Korean firm Hyundai. Toyota has not closed any car 
plants in Japan or curtailed its pattern of lifetime employment 
for core workers – rather, it has consolidated some of its sub-
sidiary operations into the core of the firm and bought out 

minority shareholders who are more focused on global strat-
egies and investor and shareholder value. Toyota’s global 
operations secured its profitability worldwide, whereas its 
domestic operations lost nearly 400 billion yen.

Questions

1 What does Toyota’s commitment tell us about the 
embeddedness of the Japanese business and HR model 
in some Japanese firms?

2 What is it that enables Toyota and other firms such as 
Honda and Nissan to retain a significant level of domes-
tic production and more localised production in Europe 
and the USA?

Case study
Mercedes-Benz in Alabama

In Alabama, USA, Mercedes, in partnership with the state of 
Alabama, has formalised a $1.6 million contract to open a 
graduate training school to train and develop apprentices in 
mechatronics – the integration of mechanics, electronics 
and computer science in the manufacturing process, metal-
lurgy, welding and electrical skills. Mechatronics students 
must complete seven terms of instruction and associated 
coursework, after completing which they will receive an 
associate degree. The top 75 per cent of students will secure 
jobs in full-time production. In addition, a percentage of 
these apprentices may go on to do further study that will 
qualify them for higher-grade maintenance positions in the 
plant. The Mercedes programme aims to secure, grow and 
develop the local workforce, and the local plant will be one 

of four global plants producing the Benz C-Class and its suc-
cessor generation. Mercedes training programmes are iden-
tical across the world, in large measure because the firm 
does not produce different versions of cars for different ter-
ritories. Mercedes has developed the programme recently 
diffused in Alabama throughout Asia, Europe and Canada.

Questions

1 Why is it necessary for Mercedes to do this in its global 
operations?

2 Does the global rollout of a German approach to VET 
represent a strong country-of-origin effect or Mercedes’ 
aspiration to become a global firm?
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CHAPTER 16
EMPLOYMENT RELATIONS IN 
EMERGING ECONOMIES: CHINA 
AND INDIA
ANITA HAMMER

Objectives

● Explore the advantages and challenges of the comparative capitalism 
framework for China and India.

● Examine the nature of employment relations in China and India.

● Assess the impact of globalisation and multinational firms on HRM in China 
and India.

● Undertake a comparative assessment of China and India.
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One-sided supply side skilling strategies persist in firms 
that reinforce the institutional fragmentation within the 
Indian skilling system as well as the considerable unequal 
power relations in the labour market. On the one hand, the 
system of skilling institutions is fragmented between public 
and private institutions, between centrally certified providers 
and others that go considerably beyond this and are oriented 
at the German system. On the other, when it comes to the 
demand for labour, recruitment decisions always have to be 
considered against strategies of in-house production versus 
outsourcing. Inevitably, long supply chains in the textile and 
automotive industry draw on the informal economy which, 
to a large extent, is based on informal skilling practices. 
Informal workers are/remain weak in the absence of clear 
employment contracts, and with limited union coverage and 
social security. Because of their weak labour market position, 
even skilled informal workers cannot bargain for much. 
These factors combine to entrench disincentives by firms to 
train or to involve labour in skilling decisions. Only  
17 per cent of firms provide training in India. The political 
economy encourages outsourcing, and thereby further 
undermines any requirement to engage in skilling.

In conclusion, while the government has put forward an 
integrated and holistic policy, underpinned by the insight of 
the skills ecosystems literature, the new policy faces severe 
challenges in a context of fragmented institutional skilling 
structure and unequal capital and labour relations, both 
nationally and in the region. With over 93 per cent of workers 
as informal, power relations are skewed in favour of 
employers. The imbalances between capital and labour do 
not provide any collective constraints or offer firms any 
incentives to develop work organisations that require skilling 
in a coordinated institutional environment. Firms draw their 
competitive advantage from recruiting from and outsourcing 
to the informal economy. This is unsustainable in a globalising 
world where other destinations may provide the cost 
advantage to capital that India currently does. No matter 
how comprehensive a policy, it is unlikely to succeed unless 
unequal power relations in the labour market are addressed.

Questions

1 Why is there a renewed focus on skills in industrialised 
as well as emerging economies?

2 What challenges must India address in skilling its 
workforce?

3 In the new industrialising region, why is the new focus 
on skills not likely to succeed?

Skills are considered the answer to economic development 
and reduction in inequality in industrialised as well as 
industrialising societies. Not surprisingly, skill development 
has attracted considerable attention from policy makers in 
India, e.g. the formation of the National Skill Development 
Council to coordinate skill development and various public–
private partnership initiatives on skill formation. The policy 
changes in India, evident in the National Skill Development 
Policy 2009, are in line with strategies elsewhere: skill 
formation and upgrading have assumed a critical role with 
increased global competition, as means either to retain 
competitive advantage by industrialised economies or to 
upgrade by emerging economies.

India has witnessed an impressive increase in GDP growth 
over the last two decades. At the same time, it is undergoing 
a demographic shift, i.e. an increase in the share of working-
age population in total population. With a working age 
labour force of 431 million (those aged between 15 and 
59 years) in the total labour force of 470 million (NSSO, 
2009–10), the challenge is employment creation and skills 
upgrading of the existing as well as growing workforce. The 
National Skill Development Policy 2009 set a target of 500 
million to be skilled by 2022, with the Twelfth Plan (2012–17) 
target of skilling at least 50 million people by 2016–17. 
Indeed, the fear is that if the skills challenge is not met within 
the next decade, India may not be able to sustain growth and 
it may leave large numbers among the increasingly youthful 
labour force unemployed with all its attendant negative 
implications for equality and social cohesion (Mehrotra et al., 
2013). The key question is: can India remain competitive 
through its existing patterns of skill formation?

The role of skills is particularly emphasised in new 
industrial regions that are developing in order to attract 
industry, especially multinational firms. Specifically inserted 
into global production networks, such regions are often 
associated with skill development and/or overflow. In policy 
literature, this has been examined through the concept of 
skill ecosystems (Finegold, 1999) that rest on a certain 
balance of power between firms, the state and skilling 
institutions. Research conducted in the manufacturing firms 
of one such region in North India during 2014–15 reveals 
that there are considerable institutional barriers to the 
emergence of a skills ecosystem. Trade unions are excluded 
from skilling decisions and institutions, and labour is not an 
actor in a context where post-independence compromise 
meant that the state represents the interests of labour. For 
unions, their exclusion takes skills out of their bargaining 
portfolio, further weakening their position.

Case study
New skills policy, patterns of skill formation and firms’ strategies in India
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Introduction

This chapter presents and analyses the employment relations in two major emerging economies –  

China and India – assessed in their broader institutional and societal context as they integrate 

into the global economy. They have gained significance in economic and political terms as two 

of the fastest growing economies in the world encompassing two-fifths of the world’s population. 

Both represent market-oriented, state-managed capitalist economies but are also characterised 

by high degrees of inequality. They attract the highest inward foreign investment and are increas-

ingly important sources of foreign direct investment. China has been called the ‘factory of the 

world’ for its manufacturing and export-led growth, while India, the ‘back office of the world’, 

has become a popular base for IT-enabled services, such as call centre and business process out-

sourcing (BPO) operations. Indian IT firms enjoy a global competitive advantage that stems from 

the institutional context and are also taking advantage of global capitalism to move up the value 

chain. Chinese and Indian firms are becoming more established and some are buying well-known 

brands or forming strategic alliances in order to gain a global presence. Examples include 

 Lenovo’s acquisition of IBM’s PC division, Nanjing Automotive’s acquisition of part of the Rover 

group and the Tata group’s acquisition of Tetley tea, Jaguar and Land Rover, and Corus Steel. 

This has implications for skills formation and development in both economies, as the case study 

illustrates for India.

As the second and the fourth largest economies of the world respectively, China and India 

present interesting case studies of comparative capitalisms. Both are continental size countries 

that exhibit considerable internal political and economic heterogeneity resulting in national as 

well as subnational patterns of economic and social development. Both are post-socialist 

economies transitioning towards a market-oriented approach, with a sizeable public sector/state-

owned enterprises. Both are experiencing considerable changes in the nature of their labour 

markets (with a rising migrant, informal workforce) as well as employment relations (rolling 

back of comprehensive social security provided for formal workers). They face similar challenges 

of unemployment, regional disparities, enduring poverty of the peasantry and threat of social 

conflict. However, these commonalities need to be read alongside their differences. Neither 

economy has followed the same route as other industrialised economies or engaged with global 

capitalism in the same fashion. The Chinese model is one of political authoritarianism while 

India has a democratic state supposedly embedded enough to cope with social and political 

protest without its foundations being challenged (e.g. Bardhan, 1998). While China is the bigger 

economy and more advanced in terms of economic and human development, India is slower in 

economic growth and poor in redistributive terms. Not surprisingly, the academic debate centres 

on understanding the nature of their rapid development and to what extent existing theoretical 

frameworks, in particular the comparative capitalist (CC) framework, can explain the diversity 

of capitalism in the two countries (Morgan, 2011; Fligstein and Zhang, 2011; Peck and Zhang, 

2013; Storz et al., 2013; Witt and Redding, 2013).

This chapter presents and analyses the employment relations in China and India by situating 

the analysis in a comparative capitalist framework, albeit one that is sensitive to its criticism by 

critical perspectives rooted in Marxist, feminist and post/decolonial approaches (Ebenau et al., 

2015). This allows identifying the similarities and differences of the economic patterns of 

development in the two economies with respect to each other as well as with industrialised 

economies. The main objective is, first, to show how the two countries have a number of 

distinctive institutional features (‘institutions’ include markets, firms, corporate governance, the 

role of the state, labour market, systems of vocational education and training and of industrial 

relations). However, these are underpinned by inequalities and struggles between different classes 

which configure the specific employment relations in each economy. Second, such an 

understanding helps to analyse the impact of  globalisation and multinational firms on 

employment relations.
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The structure of the chapter is as follows. The first section extends the comparative capitalism 

approach to China and India while incorporating criticisms of the CC approach by critical 

perspectives. The second section tracks the institutional change in Chinese employment relations 

from the ‘iron rice bowl’ to ‘socialism with Chinese characteristics’. Section three examines the 

institutional roots of India’s economic development as it transitions from a ‘socialist pattern’ to 

a ‘market-oriented’ one and the changing employment system. The last section undertakes a 

comparative assessment of the two countries and explores possibilities of their future trajectory.

Comparative capitalism in Asia

One of the influential frameworks for examining the diversity of economies in a comparative 

and historical perspective and its implications for the global economy is the comparative 

capitalist (CC) approach. It provides a conceptual frame for understanding diverse forms of 

capitalisms in their unique internal institutional arrangements but also for comparing the 

diversity of these institutional arrangements, thereby dealing with the diversity and commonality 

of capitalism. Some of the main traditions in this approach include varieties of capitalism (Hall 

and Soskice,  2001); national business systems (Whitley, 1999) and regulation theory 

(Hollingsworth and Boyer, 1997; Amable, 2003).

The varieties of capitalism (VoC) approach dominated the ‘first wave’ of research in this 

tradition. It explained different models of capitalism through the role of institutions in shaping 

the behaviour of economic actors and the coordination of economic activity by firms (Hall and 

Soskice, 2001). Institutions refer to the state, law, the nature of family, education and training, 

interest groups or associations (especially trade unions and employer associations), labour 

markets, and the financial system. They shape the structure and strategies of firms and how 

employment relations are configured, thus resulting in a variety of capitalist models. In the ‘first 

wave’, scholars compared the distinctive national forms of capitalism in developed industrial 

economies, i.e. the USA, Europe and Japan, and focused on the relatively stable and well-

organised institutions in those economies. The aim was to identify their comparative 

institutional advantage, i.e. how institutions interlock in specific ways to give a competitive 

advantage to the national economy and its firms (Deeg and Jackson, 2007). Based on this 

analysis, countries were identified as either a liberal market economy (e.g. USA) or a coordinated 

market economy (e.g. Germany) (Hall and Soskice, 2001) or categorised according to the five 

models of  Amable (2003): market-based, social-democratic, continental-European, 

Mediterranean, and Asian.

Research into the CC tradition provided a powerful critique to the rhetoric that all economic 

systems would converge towards the apparently successful Anglo-Saxon form of neo-liberal 

capitalism, whereby firms would adopt universal management and employment practices. At 

the same time, CC has also been critiqued for its inability to accommodate change, diversity 

and conflict in various national contexts as well as within a specific context. The increasing 

internal diversity, change and conflict within the exemplars of  the comparative capitalism 

model, i.e. stable developed economies, have challenged many assumptions of CC analysis. 

Simultaneously, its Eurocentric focus has limited its analytic value in a fast globalising world 

where new economies are being integrated in differential ways. Indeed, in view of  the 

heterogeneity and change in China and India, some scholars argue that existing analytical 

frameworks are insufficient to explain changes in developing economies (see contributions in 

Ebenau et al., 2015). According to Hamilton (2006: 70), China represents ‘an independent 

vision of  how a society can be put together and it must be understood in its own terms’. 

Chinese capitalism reveals the complexity of understanding the nature of institutions and 

change. The links between the state, the Chinese Communist party, aspects of tradition (in the 

family system, social obligation, operation of guanxi) as well as aspects of foreign involvement 
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provide the basis of  a state-led, gradual institutional change and model of  economic 

development (Morgan, 2011; Fligstein and Zhang, 2011). Similarly, India exhibits vast internal 

heterogeneity of modes of production, regulation and the nature of social compromise between 

different groups. This has resulted in very different routes to industrialisation and development 

between its different states (e.g. Gujarat and Kerala) and outcomes for various social groups 

(Sinha, 2005; Hammer, 2012). At the same time, many of its regions (as in China) are being 

articulated into the global economy in very specific ways, some as identified zones/clusters of 

knowledge, innovation or labour supply, where institutions and actors interact and struggle to 

mediate and modify global influences to suit regional/local ends (Bhattacharjee and Ackers, 

2010; Hammer, 2010).

The ‘second wave’ of comparative capitalist research addressed many of the earlier gaps and 

has seen an increased focus on the CC approach in Asia (Amable, 2003; Boyer et al., 2011; Storz 

et al., 2013; Aoki, 2013; Witt and Redding, 2013). The emergence and success of new economies 

with their complex institutional arrangements and internal diversity (China, India), rapid 

institutional change and at times the lack of institutional coherence (China) pose new analytical 

questions about institutional change, the role of the state and integration in the global economy 

(Morgan, 2011; Peck and Zhang, 2013; Storz et al., 2013). As shown earlier in, Whitley (1999) 

and Redding (2005) have added further dimensions to the comparative institutional analysis 

for understanding Asia. More recently, Storz et al. (2013: 218) have argued for a differentiated 

understanding of the institutional patterns and variety within and across Asia. Apart from 

their increasing relevance economically, Asian economies provide an opportunity to extend and 

refine the existing comparative institutional analysis. The apparent lack of coherence and 

immense heterogeneity of capitalist production, regulation and related institution building in 

China and the peculiar industrial specialisation in India based on textiles, IT and services 

require not only an application of comparative capitalism approach to these economies but 

also a renewed analysis of various modes of capitalist growth and institutional comparative 

advantage. While the key role of the state and institutional diversity of Asia support the existing 

analysis, the cases of  countries like China where rapid institutional change co-exists with 

institutional stability and the role of exogenous shock in driving institutional change provide 

a better understanding of  mechanisms and processes of  change. Witt and Redding (2013) 

identify five forms of Asian capitalisms in a comparison of 13 Asian economies (including 

China and India): post-socialist economies, advanced city economies, emerging south-east 

Asian economies, advanced north-east Asian economies and Japan. These forms are all 

fundamentally distinct from Western types of  capitalism. Not only do they extend the 

comparative institutional analysis to Asia but they also argue for further refinement of business 

system analysis to incorporate social capital (interpersonal and institutionalised trust); culture; 

the extent of  informality; and multiplexity (multiple business systems within the same 

economy).

With its focus on internal diversity and institutional change, the second wave of comparative 

capitalist analysis provided a starting point for understanding and explaining the diversity of 

institutions and outcomes in Chinese and Indian capitalism, as well as benefitting what insights 

the two countries may bring to this framework. However, a more fundamental critique of the 

CC approach has come from critical perspectives rooted in Marxist, feminist and postcolonial/

decolonial approaches to privilege class, gender and other inequalities and struggles that 

challenge and reorient the very basis of CC research (Ebenau et al., 2015). They raise questions 

about CC research’s very purpose: is it to explain national economic performance and competitive 

advantage through an apolitical, institutionalist and firm-centred approach, or is it to explain 

similarities and differences in capitalism through a focus on inequalities and class struggles that 

underpin institutions? The outcome has been the development on the one hand of what is now 

the mainstream CC or post-VoC approach. On the other, alternative frameworks to existing CC 

approaches have been rediscovered or developed.

The post VoC approach retains the analytical focus on institutions of the original VoC 

framework albeit with a more nuanced understanding of institutions, political economic 
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dynamics and transnational interrelations among different models of  capitalism. In this 

tradition, May and Nölke (2015) argue for a critical institutionalism to examine capitalist 

diversity, amalgamating institutionalism with critical social theory. Alternative frameworks to 

existing CC approaches such as ‘variegated capitalism’ (Jessop, 2015) and ‘social structures of 

accumulation’ (McDonough, 2015) are more sensitive to variations within capitalism and across 

time and space. Feminist critiques emphasise the role of power asymmetries in gender relations 

and social reproduction in constituting capitalism (Lux and Wöhl, 2015; Luxton, 2006; Katz, 

2001). A significant challenge to the Eurocentric and Orientalist orientation of CC research 

comes from recent studies of the global South that emphasise colonialism, the role of the state, 

centre–periphery relations and relations of dominance and dependency as constitutive of 

capitalist expansion and accumulation (Wehr, 2015; Arinci et al., 2015; Gáitan and Boschi, 2015; 

Tilley, 2015).

A possible way forward in examining capitalist diversity, and examining it in contexts beyond 

the industrialised economies, is offered by Coates (2015). He argues for a realignment of left 

institutionalism, i.e. a historical and discursive take rather than a rational-choice one, with a 

Marxist analysis of trends and processes operating below the institutions to explain capitalist 

diversity.

This informs the analysis of the institutional and material context of employment relations 

in China and India in the following sections.

Key controversy

● Are China and India converging to a neo-liberal model of capitalism or do they reinforce the diversity of 
capitalism?

● What factors would prevent a convergence of employment practices in Asia?

China: State-led capitalist model

Introduction

The People’s Republic of China represents an interesting case of a Communist state that has 

achieved impressive economic growth since it started opening up in the 1970s. With a population 

of around 1.3 billion, which includes a workforce of about 780 million, China is the second 

largest economy in the world and ranked second in absolute purchasing power. It has experienced 

average economic growth of 10 per cent and has attracted the highest flow of foreign direct 

investment in the world since 2001. China’s growth was based on export-led manufacturing, and 

its external trade reached around 1.5 trillion in 2010 (economic indicators from the World Bank 

2013). Aware that over 50 per cent of the exports come from foreign-owned firms, recent state 

policy focuses on boosting domestic consumption and decreasing dependence on exports. In 

the context of a supportive state policy of ‘Going Global’, key firms and industries managed to 

move up the value chain into high-tech production (such as Haier and Lenovo).

The nature of Chinese capitalism is much debated because it is a Communist state ruled by 

one party, i.e. the Chinese Communist Party (CCP), that has embarked on a capitalist route: 

how socialist or capitalist is it? Others argue, instead, for a focus on its contradictions and 

paradoxes rather than trying to identify pure models (Fligstein and Zhang, 2011; Peck and 

Zhang, 2013). Thus, the socialist legacy is evident: first, in the ambiguous nature of private 
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property rights and state ownership of land and natural resources; second, the state’s presence 

in the economy remains predominant through state-owned enterprises (SOEs) in strategic 

sectors, corporate governance, and state-owned banks; and third, the CCP’s control extends to 

shaping national, local and firm-level policies as well as appointments to crucial positions in 

political and economic spheres. At the same time, capitalist elements are also clearly discernible: 

first, in the profit motive that drives the local growth in economic zones, in the private sector 

and even in SOEs increasingly; second, in the market, coordination of prices, labour, wages and 

land is replacing price control of goods, danwei (work units), hukou (residency entitlement that 

provide citizenship rights) and socialist land tenure regimes; and third, in the rise of capitalist 

class interests (though in the shadow of  the party-state) and increasing inequality and 

polarisation in society.

Four aspects stand out in the nature of industrialisation and development in China. First is 

the high degree of  direct state involvement in the economy and its relationship with the Chinese 

Communist Party. Second is the gradual nature of  economic and social change from a command 

economy to a market one with Chinese/socialist characteristics. Third is the combination of  

different traditions, i.e. Confucian, Maoist and emerging values of materialism, which influence 

economic activity, firms and work practices in China. Fourth is the nature of  foreign involvement 

in China through investment and multinational firms. All these aspects have an effect on the 

development of institutions and markets in China, which are discussed next.

Institutional context

This section outlines the historical pattern of institutional development in China through the 

dimensions of the state, firms, the financial system, the labour market, as well as the system of 

education and training. However, to explain the social foundations of Chinese capitalism one 

needs to look beyond the set of institutions that the comparative capitalist framework mobilises 

for developed economies. Thus, aspects of tradition, i.e. the nature of the family system, social 

obligations and guanxi (personal connections/networks) or the social mechanisms that have 

traditionally supported Chinese economic activity and firms are also discussed (Hamilton, 2006; 

Morgan, 2011). Witt and Redding (2013) characterise similar social dimensions under social 

capital (trust), culture, informality and multiplexity of business systems within China.

State, regulation and reform

The role of the state remains predominant in the economic sphere, yet it is also changing in 

response to global economic pressures. The economy is state controlled and planned. Economic 

activity and industrialisation were organised through state-owned enterprises (SOEs) and village 

and township enterprises (VTEs). Extensive regulations and a vast bureaucracy exist at the 

national and local level with political and economic interests fused together across all levels.

State and industrial governance in Maoist China

Child (1994: 36–8) identifies four main phases of industrial governance during the period from 

1949–76 and notes that social and political discipline was used as an effective force for controlling 

the Chinese people. In the first phase of central planning (1953–56), Mao Zedong, who came to 

power in 1949, advocated that China move to an economy based upon socialist ownership. The 

Five Year Plan that was launched in 1953 emphasised centralised planning and control from the 

state. Trade unions existed, but their role was confined to welfare issues. In the second phase of 

decentralisation and the Great Leap Forward (1957–61), the system of industrial governance that 

developed was influenced by the Soviet system and tended to be hierarchical, and not in sympathy 

with collectivist orientation of the Chinese culture. The Great Leap Forward was a period when 

many of these collectivist values came to the fore. During 1957–61, control of much of industry 

passed from central to provincial government. However, great emphasis was placed upon 

allegiance to the Communist Party, and factory directors had to report to Party committees. The 
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third phase refers to the period of readjustment, 1962–65. Just before this, 1959–61 saw a drop 

in agricultural output, followed by a famine. This was partly caused by an over-emphasis on 

expanding the manufacturing sector during the Great Leap Forward. The period of readjustment 

saw a move back towards more centralised planning; however, factory directors were given more 

control over day-to-day production issues.

The Cultural Revolution (1966–76) was a distinctive period, during which politics and ideology 

were the predominant concerns. There was a great emphasis upon allegiance to the Party. 

Factories moved away from hierarchical control towards using factory revolutionary committees 

as the management mechanism. In terms of rewards, ‘competitive, individual and material 

incentive was rejected in favour of cooperative, collective and moral incentive’ (Child, 1994: 37). 

Therefore, a context of collectivism and control developed. Child (1994: 39) comments:

[T]he Cultural Revolution was seen to have dissipated incentive and responsibility for 

economic performance through egalitarianism, the weakening of management, the general 

devaluation of expertise and the claim that ideological fervour and inspired leadership could 

substitute for technical knowledge . . . The xenophobia of the period had denied the country 

opportunities for inward investment and technology transfer.

Economic reforms: Post 1976

After the death of Mao Zedong in 1976, his successor Deng Xiaoping embarked on an economic 

reform programme. From the early 1980s China allowed joint ventures to operate and, from this 

point, foreign invested enterprises became widespread. In 1982, Deng Xiaoping coined the phrase 

‘socialism with Chinese characteristics’ to describe this approach to economic reform. Reforms 

are not conceived as a strategy to create a market or a capitalist economy, rather a socialist market 

economy. The formal legal institutions were not therefore conceived or designed as those to 

support a capitalist market economy and legal independence of the judiciary has been poor. 

Gradual reform allowed an accommodation to reform, to reduce constraints to enterprise and 

to reinforce market processes without formally having to forgo the political ideology of state 

control. The ongoing reform process has continually involved the state through its dominance 

in strategic and technological sectors, fostering indigenous innovation and forging national 

technological leadership through large-scale social science and engineering projects. The state, 

under Zhu Rongji (2001), identified certain strategic industries, assets and technologies to 

become national industry champions (often SOEs) and pursue internationalisation strategies. 

This was upscaled by Wen Jiabao’s policy of ‘Going Global’. More recently, Hu Jintao (2010) 

focused on the high-technology sector through encouraging foreign direct investment (FDI) and 

providing state support to local start-up firms. More recent state strategy has focused on regional 

development and infrastructure development. Thus, the Chinese state has often been termed a 

socialist-developmental state, exhibiting links between the national state and industrial policies 

similar to the ‘Asian’ developmental state (Evans, 1995). However, what is significantly different 

in the Chinese model from other developmental states is the relationship between the central and 

local state where political and economic interests are intertwined in very specific ways across 

different levels of the state, challenging the developmental orientations of the state.

Central-local state relations in economic development

Political centralisation and economic regionalisation drive Chinese reforms and economic 

development. Policy formulation and decision-making is a mix of top-down statism with strong 

bottom-up elements. Political centralisation is evident in the appointment and monitoring of 

subnational state officials from above, while economic regionalisation is evident in the subnational 

government’s fairly comprehensive and autonomous management of local economic growth. 

This binds central and state governments where promotion and patronage flows from the top 

and loyalty is reciprocated from below, while encouraging competition between different regions. 

This has resulted in a variety of local state forms and models of economic development with 
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successful institutional innovations within China, yet ones that have a historical legacy. Thus, 

more developed regions along the coast had better resources and leadership capacities, and have 

tended towards developmental models, whereas resource-starved and agriculture-based regions 

tended towards aggressive acquisition of land by dispossessing peasantry for developing economic 

zones, high-tech parks and cities in order to attract mobile private and foreign investment. Also, 

the extent of government accountability and citizens’ voice is very low. With the political power 

of capital embedded in the party-state and the CCP, the state represents elements of both a 

developmental as well as a predatory state (Witt and Redding, 2013; Peck and Zhang, 2013).

Corporate governance and financial systems

China’s industrial production has been dominated by SOEs and VTEs, although under the 

reform process they have become increasingly marketised. SOEs dominate in strategic 

technological sectors, often referred to as ‘national champions’. The export-oriented sector is 

dominated by foreign firms and subject to open competition. One of the most dynamic sectors 

of the economy is the village township enterprises (VTEs), which are not privately owned but 

are market dependent. Private firms operate in the shadow of the state with a dominance of 

family and guanxi networks and patron-client ties.

Private ownership of property became legally permissible only in the 1990s. Ownership 

structures are relatively concentrated and not much protection exists of minority shareholders. 

Ownership rights in China are neither protected nor especially transparent. Thus, it is 

advantageous to disguise an enterprise’s ownership as being state-owned or collectively owned 

when in fact there is a private entrepreneur or family behind the scenes. The role of the state in 

organising such private enterprises around SOEs and the role of government policy in promoting 

them as substitutive institutions underline the dominant role of the state in China. There exists 

considerable state ownership of privately listed companies and the state or its agents carry out 

shareholder functions which would otherwise be performed by private owners in market 

economies. At the same time, although the formal institution of state ownership has remained 

in place in many cases, the substantive role has changed dramatically (see Estrin and Prevezer, 

2011 for details).

Not surprisingly, China’s formal legal corporate governance structures are weak. There is a 

lack of legal infrastructure. Contract enforcement is weak. Intellectual property rights (IPR) are 

shaky and IP theft is a serious concern for MNCs in China. According to Estrin and Prevezer 

(2011), it is informal institutions for corporate governance that substitute and compensate for 

ineffective formal corporate governance institutions in China. Informal institutions create a 

favourable environment for firms in a variety of ways, such as cultivating relations with 

government officials; choosing geographical localities where it is known that private enterprise 

is more acceptable; taking over ailing state-owned enterprises; donating services to the local 

community; and concealing the private nature of ownership. The goals of informal mechanisms 

are supposedly not in conflict with those of the formal institutions, often promoting positive 

investment outcomes both domestically in terms of entrepreneurship and in relation to foreigners, 

leading to strong flows of FDI for example, by de facto recognition of ownership rights by the 

state. At the same time, such informal norms governing trust and authority relations based on 

personal and particularistic connections can also encourage clientelism and rent-seeking relations 

between the political elite and the capitalist class, e.g. in some SOEs. This has resulted in 

perpetuation of vested interests and concentration of political and economic power in the hands 

of a few (Peck and Zhang, 2013).

State influence on capital allocation is strong in China. Financial institutions are state-owned 

and China does not rely heavily on external financing. SOEs have preferential access to finance 

from state-owned banks compared with private firms. Severe restrictions exist on bank loans for 

certain types of business, especially for privately owned and riskier enterprises. Therefore, 

 Chinese family-owned firms rely heavily on informal sources of finance such as family networks, 

particularly small private firms with lack of access to bank finance. Entrepreneurs go to unofficial 

and illegal credit institutions, not qualifying for credit from state-owned banks, which favour 
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strategically important firms at the expense of small and medium-sized enterprises. This informal 

banking sector is one-third of the size of the total financial system in China (Witt and Redding, 

2013). There is increasingly large-scale foreign investment in technologically advanced sectors.

Aspects of tradition or social capital in inter-firm relations

Chinese economic activity and Chinese firms have traditionally relied on social and informal 

mechanisms for support that develop out of Chinese tradition, and the absence of institutional-

ised processes and formal procedures governing trust and authority. Child (1994: 28–32) states 

that there is a degree of agreement that Confucianism is the basis for many Chinese traditions. 

Confucianism emphasised a respect for elders and the family, order, hierarchy, and a sense of 

duty. Individuals had a fixed position in society, and social harmony could be achieved when 

individuals behaved according to rank. Family is the fundamental institution that extends support 

and ensures the security of the individual. The family, and through it the individual, are rooted 

in a network of local, regional, national and international ties of social obligations, rights and 

responsibilities that are strictly defined and embedded in the practices of guanxi. Guanxi is 

intertwined with the preservation of ‘face’, which relates to a person’s social standing, position 

and moral character. Whitley (1999) and Redding (2005) conceptualise these networks as social 

capital or interpersonal trust in Asian economies, expressed through relationships between indi-

viduals both inside and outside the firm. According to Morgan (2011), familial authority and 

extensive networks reign in a context where the state is a distant authoritarian presence and 

markets are controlled and restricted.

Chinese firms, locally, as well as in the diaspora, have traditionally built on family and guanxi 

and continue to so (Redding, 2005; Hamilton, 2006). The economic reform process was 

accompanied by links between the CCP and Chinese entrepreneurs in Hong Kong and Taiwan 

who were and continue to be the main investors in China. The Chinese diaspora exploited the 

state-facilitated openings through pre-existing familiarity with local customs, language and 

kinship and community networks as well as through donations to local institutions and 

preferential treatment from CCP officials. Likewise, local, small firms have been able to exploit 

dense networks of long-term, reciprocal ties and to participate in globalised supply chains 

(e.g. Wenzhou city model). According to some, such networks or informal institutions create a 

favourable environment for firms and construct supportive goals between owners and local states 

and government officials (Redding, 2005; Estrin and Prevezer, 2011). However, this form of 

network or guanxi capitalism can also result in clientelist exchanges between commercial/private 

entrepreneurs and bureaucratic/state power with weak accountability, termed as power-elite 

capitalism. This is evident in the ‘insider’ privatisation of SOEs where former party and 

government officials who moved into private business have amassed fortunes through their 

political, personal and family ties. Similarly, land development across China presents another 

opportunity for local officials and business interests to manipulate business opportunities for 

personal gains. This nexus between political power and economic wealth weaves formal 

hierarchies with guanxi, thereby creating exclusionary networks of vested interests based on 

patronage, co-option and corruption (Peck and Zhang, 2013).

Labour market and system of education and training

The labour market in China is deeply segmented along rural-urban lines, institutionalised 

through the hukou regime (household registration system) and creating a dualised form of 

economic citizenship. Of the total workforce, one-third are rural workers (rural-hukou) and one-

third are urban workers (urban-hukou). The remaining rural-hukou are temporary migrants who 

work in cities, do not have access to the welfare benefits available to urban-hukou, and are also 

disenfranchised politically. Dispossessed of land acquired for industrial parks, economic zones 

and cities, these rural marginal workers provide the labour supply for urban projects and industry. 

Accommodated in dormitories provided by employers and/or the state, this migrant (often young 

and female) labour is available on tap, at low wages and without any social security coverage 

(Pun and Smith, 2007). The socialist hukou-cum-land regime makes this workforce vulnerable 
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to workplace exploitation and social discrimination in the cities and by local officials and 

managers in their villages. Employment protection and welfare provision for the unemployed 

and marginal workers is minimal in China (Peck and Zhang, 2013). At the same time, there exists 

a shortage of educated staff, managerial employees and engineers.

The problem of labour market imbalance is rooted in Confucian ideology as well as the 

historical-economic development of modern China (Child, 1994). There is extensive basic 

education coverage, a Maoist legacy, but low enrolment in further and higher education. The 

traditional emphasis on general skills and weak vocational training was further exacerbated by 

severe disruption of education and training during the Cultural Revolution. Also, central planning 

meant that managers had little autonomy, mistakes were severely penalised and achievements were 

not rewarded. Important decisions were made by collective consensus, with managers seeing 

themselves as information conduits and individuals unwilling to take risky decisions that may lead 

them to ‘lose face’. The acquisition of professional skill is left to private initiative and on the job 

training is limited (Witt and Redding, 2013). This is changing as the speed of economic development 

in China has led to a great demand for educated and skilled staff. More active state support for 

management development and training is accompanied by more emphasis on training in foreign 

firms (Gamble, 2003, 2006). Not surprisingly, recent Chinese growth is based on superiority in 

labour-intensive sectors, and limited technological innovation (Peck and Zhang, 2013).

Section summary

To summarise, the Chinese institutional context comprises some institutions that are undergoing 

change (such as the Communist state) and others that are still being built (such as corporate 

governance structures, labour market and systems of skilling). The processes of institutional 

change and construction reveal a complex interplay of Communist legacies of state control, the 

continued role of  traditional institutions of  family and guanxi in economic activity, the 

 co-existence of formal and informal institutions in economic and financial spheres, and a deeply 

segmented labour market. This has implications for employment relations in China, which are 

discussed next.

Employment relations: From ‘iron rice-bowl’ to a ‘socialist market 
economy’

Chinese employment relations are transitioning from an egalitarian employment framework 

signified by lifelong employment, wage equality and comprehensive welfare provision for all its 

workers, towards more market-driven relations. Three factors characterise the nature of change 

in employment relations: first is the endurance of some Maoist legacies at the workplace,  

e.g. low wage differentials, and of old traditions in economic activity, e.g. reliance on guanxi; 

second is the rise in unemployment, insecurity and social conflict in Chinese society; and third 

is the continuing strong role of the state in employment relations. The interaction between these 

aspects offers the possibility of institutional change in the Chinese capitalist model driven by the 

changes in social compromise (where the state/CCP is aware of the need to address inequality to 

ensure its survival).

‘Iron rice-bowl’: Work organisation, lifelong employment and comprehensive welfare

SOEs and VTEs have dominated industrial production and played both an economic and a social 

role. SOEs accounted for 80 per cent of industrial production in 1978 and still dominate in 

strategic sectors. Central to the enterprise were work units (danwei). The danweis formed the 

Explore Why is it important to consider aspects of tradition/social mechanisms to understand the Chinese 
institutional context?
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core of the community. The enterprise provided lifetime employment and cradle-to-grave welfare 

structures through the system that became known as the ‘iron rice-bowl’ (Ding et al., 2000). This 

related to the provision of its employees with housing, medical support and education. There 

was no concept of a labour market, and individuals were not allowed to move within China to 

‘follow work’. Trade union existed but the All China Federation of Trade Unions (ACFTU) acted 

as a top-down transmission belt for mobilisation of workers for labour production on behalf of 

the state and the union role centred on production and welfare issues, and not negotiations on 

pay and conditions.

The ‘iron rice-bowl’ has been criticised for encouraging a high degree of ‘organisational 

dependency’ (Ding et al., 2000: 218). Under the full employment system that emerged, the 

dismissal of workers was allowed only if a worker had committed ‘gross negligence’, but the 

sanction was rarely used. In order to avoid the problems associated with unemployment, a system 

of ‘featherbedding’ was used, which resulted in enterprises that were overstaffed, with low levels 

of productivity (Child, 1994). Wages were based on seniority, and there was no real incentive for 

employees to strive for promotion. Managers were promoted according to Party allegiance rather 

than on the basis of merit. They were perceived to lack initiative, often avoided taking individual 

responsibility, and were unwilling to delegate or to discipline staff. This resulted in problems of 

absenteeism, labour indiscipline and low motivation, and these provided the basis for labour 

reforms.

Creating a socialist market economy: Restructuring and labour reforms

Reforms have led to the commodification of land and labour with significant changes in the 

labour market, in the provision of  social security as well as in employment practices. 

Restructuring of SOEs and changes in labour laws have impacted upon workers socialised into 

‘iron rice-bowl’ mentality with expectations of lifelong employment and comprehensive welfare. 

There is no longer a ‘job for life’: a 1988 bankruptcy law terminated the guarantee for lifelong 

employment. From 1998 the danweis were no longer allowed to allocate subsidised housing, 

and allowances for education and medical support were slowly being reduced. Labour reforms 

such as the three systems reforms of 1992 introduced labour contracts, performance-related 

rewards and social insurance reforms. Under the contract system, enterprises were able to 

downsize and reduce employees. Some of the labour market concerns were addressed by the 

1994 Labour Law, which provided some rights to workers, e.g. minimum wage levels, directives 

on working hours and provisions for dispute handling and resolution, but also partially 

decoupled welfare from the state. Likewise, the Labor Contract Law of  the People’s Republic 

of  China (2008) provides employment protection but, in reality, enforcement of labour law is 

weak and arbitrary and protections for the unemployed and marginalised workers is minimal. 

Nichols et al. (2004) argue that the loss of lifelong employment and comprehensive welfare 

along with a shift to performance-related pay and temporary employment contracts have 

dismantled established labour and weakened workers’ position vis-à-vis the employer. This 

often results in disharmony and conflict at the workplace that operate with tight control over 

labour and authoritarian discipline (Morris et al., 2009; Nichols and Zhao, 2010; Danford and 

Zhao, 2012).

The labour market has become more decentralised and flexible with greater labour mobility, 

but largely to the detriment of workers, especially rural workers. The predatory state continues 

to acquire land for urban projects and economic zones developed to attract foreign investment 

by dispossessing peasantry, thereby creating a large unregulated labour market of internal migrant 

workers (rural-hukou) without proper registration, work permits and social protection. It was 

estimated that there were 42 million migrant workers in Guangdong – larger than the population 

of Poland (Harney, 2005) and approximately 150 million rural-hukou who work in cities in China 

are subject to social discrimination and workplace exploitation (Peck and Zhang, 2013).

The social outcome of the reforms in China has been inequality and social unrest. Unemploy-

ment figures have risen sharply as a result of the global economic crisis. China’s egalitarian 

social structure has become polarised in the past few decades into a rising economic elite 
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interwoven with the part-state system at one end with nearly two-thirds of the population 

located in the lowest socio-economic stratum at the other (Peck and Zhang, 2013). Selective 

concentration of FDI in the coastal regions and large cities (accelerated by World Trade Organi-

zation accession) has contributed to growing income, opportunity and regional disparities. 

Worker unrest is evident in increasing incidents of strikes and demonstrations but also instances 

of violence and death (e.g. the Foxconn case). Some have noted the potential for further unrest 

in the cities from migrant workers – particularly if such workers were laid off and unable to 

return home (Glover and Siu, 2000). This fear of social unrest may underlie the state’s decision 

to institute a system of social security.

From comprehensive welfare to social security fund

Prior to the economic reforms, the enterprise provided comprehensive cover. Since the reforms, 

the state has continued to offload its welfare and social services, including pensions, healthcare, 

housing and education, to the private sector and households. A social insurance fund, contrib-

uted to by the state, the enterprise and individual employees, designed to act as a safety net has 

been created. The rising cost of social insurance has led to concerns that the social security fund 

will not be strong enough to support claims from it. The reasons for this include that: first, the 

system is fairly new and as a result a mass of contributions has not built up; second, many retirees 

did not make contributions into the scheme but are now drawing from it; third, SOEs that have 

closed no longer make contributions for their employees (Zhu and Warner, 2005: 363). It has 

been estimated that the cost of moving towards a fully funded pension system by 2030 could 

reach Rmb 3,000 billion. Zhu and Warner (2005) comment that the problem is likely to be exac-

erbated in the future by an ageing population.

Explore What are the key characteristics and criticisms associated with the ‘iron rice-bowl’? How has it 
changed under the reform process?

Industrial relations

The legacy of Maoism is evident in industrial relations where the state and the CCP remain a 

powerful hegemonic force. Trade unions are party-controlled and unitary with limited worker 

involvement, e.g. the All China Federation of Trade Unions (ACFTU) is the political instrument 

of the Chinese Communist Party used for top-down communication of state policies concerning 

work and employment. Membership of the ACFTU covers half of the workforce. Union density 

in 2007 was 16.1 per cent (Witt and Redding, 2013). Accession to the WTO saw the establishment 

of a ‘tripartite negotiation system’ at national level, and some legitimisation of the role of trade 

unions in protecting the economic interests of employees with some involvement in issues around 

lay-offs, re-employment and dispute settlement. In practice, ACFTU functions in a bipartite 

rather than a tripartite fashion and as the political instrument of the CCP aligns with manage-

ment rather than workers (Witt, 2010).

Industrial relations are based on a regressive and piecemeal welfare system and the political 

deprivation of the workforce, especially the peasantry. Unions have concentrated on welfare and 

assisted in production issues, not on negotiating wages and working conditions. At enterprise 

level, there is uncoordinated wage bargaining beyond state-stipulated minimum wage standards. 

In the private sector, management exercise extraordinary powers over employment relations 

issues (Witt, 2010). In a study of SOEs in the auto industry, Nichols and Zhao (2010) demonstrate 

the dissatisfaction of workers with the tokenistic representation provided by ACFTU and their 

own inability to form an independent trade union at the workplace. Overall, enforcement of 
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labour law is weak and arbitrary, while employment protection and provision for marginal work-

ers (rural-hukou that form the large informal migrant worker group) as well as the unemployed 

are minimal (Peck and Zhang, 2013).

Employment practices: Recruitment and reward

Employment practices such as recruitment and reward exemplify the interplay of Maoist legacies, 

traditional mechanisms, the nature of foreign involvement and the role of the state in the work-

place. Recruitment practices show the influence of SOE practices, guanxi and proximity to the 

local state and bureaucracy, which carry over into MNC recruitment too. Prior to the reforms, 

workers were assigned to firms from labour bureaux. This often meant that workers were 

assigned even when they did not hold the requisite skill and knowledge for the job. To some extent 

processes of recruitment and selection are becoming influenced less by political bureaucracy and 

more by economic and market concerns. There is more emphasis on personal competency as a 

criterion, rather than an individual’s political background (Zhu and Dowling, 2002). Some pow-

erful MNCs are also able to avoid such ‘Chinese’ influences in their recruitment practices on 

account of their financial strength and position as ‘outsiders’, which allows them to sidestep 

societal expectation (Hutchings and Murray, 2003; Gamble, 2006).

At the same time, Ahlstrom et al. (2005) reveal how personal networks and connections affect 

recruitment and selection practices in 16 foreign firms in China. They found that managers 

perceived potential benefits in strategic ‘overstaffing’ by taking on workers from SOEs that were 

downsizing in order to gain favour with local government officials. In effect, if companies took 

on additional staff they could expect to ‘negotiate some reciprocal benefits from the local govern-

ment’ (2005: 272). Managers also reported that recruiting members from retrenching SOEs could 

also bring useful industry contacts, for example, an SOE could be a customer of the foreign firm 

and deals could be helped by networks of personal contacts. The selection of well-connected 

individuals to management teams and boards of directors was seen as a paramount issue by some 

firms (not only to help deals but also to impart knowledge about local rules and regulations so 

that the company could understand which rules had to be complied with). Finally, the study 

found that it was not unusual for companies to ask prospective employees for their list of con-

nections with key officials and that, ‘by hiring such connected individuals, firms ensure that they 

have a voice as officials at various levels and in different regions help to overcome difficulties’ 

(2005: 277).

Similarly, reforms have increased flexibility within reward systems but some aspects of the old 

system endure. The seniority-based flat rate system is being replaced by systems that often have 

some link to performance. Wages were determined by legislation and regional agencies until the 

mid-1980s but factors such as responsibility and qualifications are being taken into account. 

Increased demand and shortage of skills have seen high labour turnover and salaries and wages 

increase considerably. However, SOEs are often unwilling to increase wage differentials. State 

enterprises have tended to pay equal bonuses to all employees regardless of the performance of 

individual employees. They have also retained a great degree of harmonisation of working condi-

tions and tend not to penalise underperformance .The principle of equality has endured in the 

reward system post-Mao and influences MNCs too, where wage differentials often remain much 

lower than in the parent country (Gamble, 2003).

Section summary

In summary, employment relations are undergoing change in China, but changes are gradual in 

nature and show elements of continuity from the past. Communist legacies of lifelong employ-

ment and comprehensive welfare in SOEs are gradually giving way to a more flexible labour 

market and a contributory social security fund. At the same time, wage equality from the Com-

munist past and social mechanisms of guanxi in recruitment persist in the employment arena. 

Such legacies in employment practices are evident in foreign firms operating in China too, which 

form the focus of the next section.
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Globalisation and multinational firms in China

This section explores the interaction of the Chinese capitalist model with global capitalism. As 

a major global economic power, with the second largest and the fastest growing economy of the 

world, China is building its model of capitalism while also re-entering the global capitalist order. 

The discussion so far has explored the change in institutions and employment relations in China 

as it transitions from a Communist to a market-oriented system, and also builds new institutions 

and markets. These processes are significantly influenced by global economic forces, in particular 

multinational firms (MNCs) through transfer of their employment and human resource (HR) 

policies and practices, and the reorganisation of economic and social compromises that this 

engenders in the Chinese economy. After a brief overview of the nature and extent of foreign 

investment into China and Chinese foreign investment abroad, this section focuses on two areas 

of debate on how MNCs are influencing employment relations in China: adoption of Western 

HRM by Chinese firms, and transfer of HRM to China by MNCs.

Inward foreign investment in China

China attracts the highest amount of foreign direct investment (FDI) in the world rising from 

$193bn in 2000 to $473bn in 2009 (UNCTAD). Most of the FDI is concentrated in China’s east-

ern coastal regions, especially in Guangdong and Shanghai. Guangdong has seen the highest 

concentration of FDI mainly due to its light regulation, relative remoteness from the capital 

Beijing (and therefore from central government control), its proximity to the region’s largest port, 

Hong Kong, and the fact that it contained all but one of the country’s special economic zones 

(SEZs). Shanghai has a strong industrial base and an advantageous location as a major port at 

the mouth of the Yangtze. The third major development region is in the old industrial heartland 

of north-east coastal China. Attempts to boost FDI in China’s less-developed interior, namely 

central and west China, are continuing. The nature of foreign investment has extended from 

cheap manufacturing and consumer market presence to research and development investment in 

information technology (Motorola, Microsoft); pharmaceuticals (GSK, Novartis); and automo-

tive (GM, Ford, Toyota).

Outward foreign investment from China

Increasingly, Chinese firms are investing abroad and Chinese MNCs are becoming global players. 

China’s outward FDI (OFDI) stock reached US$ 246 billion by the end of 2009, eight times the 

US$ 28 billion recorded in 2000. The bulk of China’s OFDI goes to Asia in the tertiary sector, 

followed by the primary sector. China’s overseas greenfield investments are concentrated mainly 

in the energy, raw materials, automotive, and real estate sectors. The two largest Chinese MNCs 

are China International Trading and Investment Corporation (Citic), with foreign assets exceed-

ing US$ 25 billion, and China Ocean Shipping (Group) Company (COSCO), with foreign assets 

of some US$ 21 billion. Other major MNCs include China National Petroleum Corporation 

(CNPC), Sinochem Group, China National Offshore Oil Corporation (CNOOC) and Sinosteel 

Corporation. In the high-technology field, Haier (white goods) and Lenovo (PCs) have a global 

presence.

The Chinese institutional context of strong state support and social networks has provided 

Chinese firms with a competitive advantage through opportunities to upgrade. The strong role 

Key controversy

To what extent are employment relations in China undergoing a total transformation to market-driven relations or 
do they display continuity from the past?
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of the state in the development of regions with clusters of knowledge and resources, control over 

the financial system and other resources, state support to SOEs and local start-up firms has 

allowed firms steady access to funds and organisational resources. Moreover, Chinese firms have 

enjoyed a ‘late comer advantage’ in the adoption of new and specialist technology, e.g. the growth 

of Haier. The motive for internationalisation of Chinese firms has extended from resources and 

market-seeking to efficiency (e.g. Nanjing automotives acquisition of Rover plant in the UK) and 

created-assets seeking (e.g. Lenovo’s acquisition of IBMs computer division provided it with 

technology and expertise while developing a global brand) (World investment report 2006). 

Therefore, international HRM in Chinese MNCs is an emerging area of research. For an account 

of this see Zhang and Edwards (2007).

HRM in China

The nature and extent to which Western HRM is being adopted in China is a matter of debate. 

Child (1994: 157) questioned the extent to which one can utilise the term ‘HRM’ as a descrip-

tor for the management of personnel in Chinese enterprises. Others, however, explicitly use 

mainstream HRM models to analyse employment issues in China (Ahlstrom et al., 2005; Zhu 

and Warner, 2005). More recent works emphasise the importance of traditional Chinese values 

of harmony and respect in shaping management, which has the potential of evolving a hybrid 

management model referred to as ‘HRM with Chinese characteristics’ or ‘Confucian HRM’ 

(Warner, 2008, 2010). However, this picture of harmonious workplace relations is challenged 

by other scholars who examine the employment relationship from worker perspectives 

( Nichols et al., 2004; Nichols and Zhao, 2010; Danford and Zhao, 2012). These scholars 

demonstrate the dissatisfaction of workers with the changes in employment contracts, work 

intensification, authoritarian control, and weak and marginal ACFTU unions. Disharmony 

and conflict between workers and managers, rather than Confucian harmony, prevails at the 

workplace.

MNCs and transfer of HR practices

The debate about Western HRM and the role that traditional Chinese values play in it in China 

is played out in international HRM in MNCs operating in China too. Edwards et al. (2007) 

have formulated an integrated framework for analysing transfer of practices in MNCs that is 

responsive to market factors, cultural and institutional context, and political factors. They 

conceptualise the transfer process as complex and contested where not all MNCs transfer, not 

all practices are transferred, and the outcomes of transfer are varied. They identify four influ-

ences on the transfer process: home country (of MNC) context; global dominance (economic 

and/or political) of a national economy or firms; pressures for international integration on 

MNCs; and host country context. These influences can constrain or facilitate transfer, and can 

reinforce or contradict each other. Transfer of HR practices in MNCs operating in China is 

constrained by the specificity of the Chinese context. At the same time, it is facilitated by the 

fluid and dynamic nature of the Chinese capitalist model, as discussed in previous sections. 

MNCs, on their part, try to respond to the pressures for international integration, which 

includes standardisation of policies and practices, while remaining sensitive to local specifici-

ties, which means following local practices. Research on MNCs in China reveals this 

complexity.

Early research on MNCs operating in China showed that the host country influence was 

stronger due to high cultural and institutional distance, and MNCs faced difficulty in implement-

ing Western HR practices in China, e.g. the performance appraisal system (Child, 1994; Lu and 

Bjorkman, 1997; Gamble, 2003). Guanxi continued to operate in recruitment processes. Values 

such as respect for authority and seniority would make it difficult to encourage employee par-

ticipation and avoidance of conflict and saving ‘face’ implied difficulties in implementing per-

formance management (Child, 1994). In addition, the Maoist legacy of low skill base and low 

emphasis on training alongside low wage differentials persists. In a study of a UK MNC 
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operating in Shanghai, continued influence of local norms and expectations was evident in work 

pattern, employee representation and non-wage benefits (Gamble, 2003). However, large MNCs 

can overcome constraints posed by the institutional context. While guanxi continues to operate 

in many firms (Chinese and MNCs), some large MNCs do not rely on it (for Australian MNCs 

in China see Hutchings and Murray, 2003; for UK MNCs see Gamble, 2006). Similarly, the tradi-

tion of respect for authority would imply that practices like flat hierarchy or employee participa-

tion will not work. Yet, flat hierarchy was appreciated in one firm (Gamble, 2003) and employee 

participation worked in another (Huang and Gamble, 2011). This is because these practices were 

novel and the predominantly younger workforce in foreign firms in China is more receptive 

towards new practices and market-based employment relations. Also, large MNCs can operate 

in innovative ways by virtue of their financial strength and being ‘outsiders’ in the Chinese 

context.

A significant point to note is that outcomes of transfer may be different from the original 

practice. Thus, global and standardised HR policies or practices may be adopted by a subsidiary 

in principle but they are interpreted and implemented in significantly different ways. In a study 

of 21 Western MNCs in China, Fu and Kamenou (2011) demonstrate a variation between global 

HR policies and practices of MNCs and their implementation at local level. Chinese values and 

practices of guanxi, valuing seniority, and the importance of the ‘human factor’ influenced HR 

functions such as job rotation, performance and appraisal, training and development and reward 

management and were adapted to suit local conditions by Chinese managers. Gamble and Huang 

(2009) echo a similar theme. Thus, the transfer and operation of Western HR practices to China 

is a complex and nuanced process.

Section summary

This section outlined the impact of global economic activity on the nature of foreign investment 

and employment practices of Chinese and foreign firms operating in China. It explored how the 

Chinese institutional context influences the growth of Chinese MNCs and the transfer and adop-

tion of HR practices, and how MNCs overcome the institutional constraints and/or modify and 

adapt their policies and practices to suit local conditions.

Key controversy

Is the transfer of HR policies and practices a straightforward process? To what extent does the Chinese institutional 
context constrain or facilitate transfer?

Conclusions

The section on China explored the historical pattern of development of the Chinese institutional 

context and employment relations and impact of globalisation on them.

● The Chinese institutional context is constituted of a strong state, weak corporate governance 

structures, the economic role of the social institutions of family and guanxi, and a segmented 

labour market with a surplus of low-skilled labour and a shortage of skilled staff. Some 

institutions are undergoing change (such as the Communist state) while others are still being 

built (such as corporate governance structures, the labour market and systems of skilling) in 

very specific ways.

● Employment relations in China are also undergoing gradual change whilst showing continu-

ity from the past. Communist legacies of lifelong employment and comprehensive welfare in 

SOEs are gradually giving way to a more flexible labour market and a contributory social 
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security fund in the new model of socialist market economy. At the same time, Maoist 

 legacies of wage equality and traditions of guanxi in recruitment persist in the employment 

arena.

● Global capitalism is influencing the nature of investment into and out of China and thereby 

employment relations. It is evident in the spread of HRM in Chinese firms and the transfer 

of HR policies and practices in MNCs operating in China. What emerges is a complex picture 

of the persistence of traditional and Maoist values and practices, but also the introduction of 

novel and innovative practices by MNCs in China. The outcomes of these processes show 

variation and modification in HR practices to suit the Chinese context.

India: State-guided capitalist model

Introduction

India is an interesting case where, after five decades of following a ‘socialist pattern of society’ 

with a focus on a ‘mixed economy’ (according equal importance to the public and the private 

sector), the economy has been transitioning to a more market-oriented one since the 1990s. It is 

the fourth largest economy (according to purchasing power parities), exhibits the second fastest 

growing economy in the world with an average annual growth rate of 8.8 per cent, and holds a 

population of around 1.2 billion. The wide-ranging economic reforms initiated in the 1990s 

attracted foreign direct investment to India as a large consumer market and a source of surplus 

cheap labour. This attraction has since extended to its English-speaking population with a high 

level of skill in engineering, computing and software. Automobiles, telecommunications and 

software attract the most FDI. As a player in the global economy, with major Indian MNCs in 

pharmaceuticals, steel, heavy engineering and IT (e.g. Ranbaxy, Tata, Reliance, Infosys, TCS 

and Wipro), India needs to move up the value chain and beyond the specialisation in certain 

sectors. Also, it is argued that India would be less adversely affected by the economic recession 

than other emerging markets because it relies less on exports than China (22 per cent of India’s 

GDP against 37 per cent of China’s) and less on foreign capital than the overstretched economies 

of Eastern Europe, but it has to address major challenges of poverty and inequality (The Econo-

mist, 2008).

As one of the largest democracies in the world and with a strategic location in South Asia, 

India is a counter to authoritarian China. It has a parliamentary form of government with a 

federal structure and a division of power between the centre and its 25 states and 7 union terri-

tories. India’s vast internal economic and social heterogeneity of modes of production, regulation 

and social compromises between different groups has resulted in very different routes to indus-

trialisation, development and outcomes for various social groups. The economic and social 

changes are filtered through electoral politics and result in complicated and regionally diverse 

socio-political compromises in this transitioning democracy. Therefore, India poses a challenge 

in terms of understanding the subnational variations in its institutional and employment context 

(Sinha, 2005).

Four aspects are prominent in terms of the nature of industrialisation and development in 

India. First is the democratic nature of  the Indian state and its role in development, redistribu-

tion and avoidance of social conflict (Sen, 2001; Bardhan, 1984; Kohli, 2004). Second is the 

gradual nature of  economic and social change from a socialist mixed economy to a market one. 

Third is the combination of  different traditions, i.e. social networks of family and caste, social 

hierarchy and materialism, which influence economic activity, firms and work practices in India. 

Fourth is the nature of  foreign involvement in India through investment and multinational firms. 

All these aspects have an effect on the institutional context and change in India, which is dis-

cussed next.
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Institutional context

This section traces the historical pattern of development of various institutions in India, i.e. the 

state, the financial system and corporate governance, as well as labour markets and systems of 

education and training. In addition, it incorporates a discussion of the social mechanisms of 

family and caste networks that play a role in the economic activity and firms.

State, regulation and reform

The state in India has changed its role from professed developmentalism to one that is more 

predatory in nature since the reforms of the 1990s (Witt and Redding, 2013). India adopted the 

model of a planned and mixed economy after independence from Britain in 1947, thereby empha-

sising the importance of both the public and the private sectors in economic development. The 

state played a strong role in the economy through a large public sector and the extension of 

licences/permits to private firms that often resulted in clientelist relations. The aim was to address 

the inherited inequality and imbalances in regional development from the colonial period through 

the public sector that would develop hitherto underdeveloped areas not attractive to private 

investment. The emphasis was on regulation to protect the domestic industry from foreign com-

petition and to promote self-reliance through a policy of import substitution. Nevertheless, a 

small but strong private sector always existed.

Economic planning is carried out through five-year national plans that are summarised here 

(www.ibef.org). Currently, the 12th plan is running. The first plan (1951–56) focused on agricul-

ture to ensure self-sufficiency in food grains and to address poverty since a majority of the popu-

lation relied on agriculture for subsistence. The second plan (1956–61) supported industrialisation 

and tried to shift from a predominantly agrarian economy to one that produces a wide variety 

of consumer and industrial goods. However, this plan failed, resulting in an under-utilisation of 

capacities and the emergence of a licence-quota regime based on political patronage. Successive 

plans (1961–91) witnessed a progressive decline in performance due to inflation, poverty and 

unemployment, although there were some achievements in defence and agriculture. According 

to Dreze and Sen (1995):

Indian economic planning offered a good illustration of horrendous over activity in control-

ling industries, restraining gains from trade, and blighting competitiveness; and soporific 

under activity in expanding school education, public health care, social security, gender equity 

and land reform.

Reforms: Post-1991

The imposition of structural adjustment programmes by the World Bank and the International 

Monetary Fund in the 1980s started the trend towards liberalisation, privatisation and the eco-

nomic reforms of 1991 in India (for an assessment of industrial development post-reform see 

Kaplinsky, 1997). Successive plans have seen deregulation, liberalisation and the formulation of 

new industrial, fiscal and trade policies. Substantial reforms have been made in the financial, 

telecommunications and information technology sector. Liberalisation has encouraged foreign 

investment and privatisation has permitted entry of the private sector into areas that were hith-

erto reserved for the public sector, e.g. transport, telecom, banking, electricity among others. For 

private firms, it implies a shift from protective regulation to market-driven competition that has 

created opportunities for expansion, diversification and internationalisation. Thus, the relatively 

strong role of the state in the economy has undergone a change since 1991: from a more inter-

ventionist role played through the public sector and the licence-quota regime pre-1991, the state 

now guides and facilitates the transition to a more market-oriented economy. On the one hand, 

this involves the withdrawal of the state from intervening on behalf of labour (replaced with 

targeted piecemeal social programmes for the poor), or the introduction of wide-ranging struc-

tural changes in the agricultural sector (60 per cent of the population, often in acute poverty, 

depend on agriculture). On the other hand, it actively assists capital through the acquisition of 

http://www.ibef.org
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agricultural land for the development of industrial zones and parks or real estate development 

for the new Indian middle classes while creating an underclass of rural migrant workers that 

supply labour to industry and private households.

Explore How is the role of state changing in India? What factors have influenced this change?

Corporate governance and financial system

The public sector continues to be significant as the largest employer of organised labour in India 

and as a harbinger of social and economic change. In the private sector, there is extensive 

ownership and control of firms and business groups by families and those firms and groups are 

again managed by family members. Considered a distinctive feature of private firms in India, 

this arrangement is referred to as a ‘conglomerate business groups’ model. Though firms are 

separate legal entities, listed separately with their own sets of shareholders, the family controls 

the strategic direction and regulates the firm. According to Khanna and Palepu (2000), business 

groups in the Indian private sector have filled institutional voids such as imperfections in 

markets for capital, products, and managerial talent. However, this also encouraged clientelist 

relations between the state and certain business groups.

Since the 1991 liberalisation, India’s formal corporate governance institutions have become 

more formal and, according to some, there is a gradual move from business groups to the Anglo-

Saxon model (Reed, 2002). Capital markets have been liberalized. A takeover code was adopted 

in 1994 paving the way for a rudimentary market in corporate control. Steps have been taken to 

improve corporate governance norms and disclosure practices. Formal shareholder and creditor 

rights are relatively well formulated within a well-established legal framework. India’s formal 

legal framework is more transparent, but less so in terms of where actual control resides because 

of pervasive family or group control. The Indian legal system is characterised by extensive 

regulation but weak implementation. India fares poorly on the rule of law and corruption 

indices, although the efficiency of the judiciary is good. There are marked regional variations 

in the implementation of the legal system at the state level. In poorly performing states like 

Bihar, security of property, ownership rights, and enforcement of the rule of law are poor and 

formal legal codes are ineffective. The states that have high growth like Gujarat display more 

effective legal procedures. Like China, informal institutions supposedly substitute and 

compensate for ineffective formal corporate governance institutions, and the goals of the two 

are not in conflict in India either. Indeed, according to some scholars, concentrated family 

ownership is beneficial for firm performance where there are weaker or less developed legal and 

regulatory institutions to protect shareholders (see Estrin and Prevezer, 2011 for details). 

Nevertheless, this can have a malign influence of exclusion, perpetuation of vested interests and 

clientelism. Recent coal and mobile phone corruption cases have laid bare the predatory nature 

of the Indian state and the intertwined political and private capital interests that appropriate 

resources for personal gains (Witt and Redding, 2013). Even the states feted for miraculous 

economic growth represent the interest of dominant socio-economic groups that have extended 

into the political arena, where political parties reflect the close alliance between caste, class and 

business (Hammer, 2012).

The financial sector in India has been more open than in China and has improved since 

reforms in the financial sector post-1991. Access to finance has been more favourable for smaller 

firms, with over half of small businesses having active bank credit lines or overdraft facilities. 

There is a much lower reliance on retained earnings than in China. Aware of the competitive 

advantage of IT and computing firms, rules regarding equity and venture capital as well as other 

barriers of foreign involvement have been relaxed. Indeed, the state has extended active support 

to this sector (Witt and Redding, 2013).
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Aspects of tradition in inter-firm relations

Several studies have examined the continued influence of traditional social mechanisms in 

economic activity, firms and employment relations in India (Hofstede, 1991; Budhwar and 

Debrah, 2001; Budhwar and Khatri, 2001; Witt and Redding, 2013). India is a hierarchical society 

segmented by caste, religion and other group affiliations and a desire for proximity to sources of 

power. Interpersonal relations, age, seniority and status influence economic activity. Social 

institutions of family and extended family as well as religion-based networks influence firms’ 

structures and their management (Estrin and Prevezer, 2011; Khanna and Palepu, 2000). This 

often translates into a paternalist management styles and a preference for personalised social 

relationships where interpersonal trust is high, especially in the absence of institutionalised trust 

(Witt and Redding, 2013). Management practices draw on familial, cultural and moral registers 

at the workplace. Thus, employment practices like recruitment, rewards and career progression 

work through family and social networks and may be based on loyalty, status and political 

connections for both the employer and the employee.

Labour market and systems of education and training

The labour market is segmented and polarised in age composition, employment status as well 

as skill level. The working age population is fairly young, with half the working population under 

25, and growing rapidly, as roughly 14 million are added to the labour market each year. Only 

7 per cent of the total workforce are organised, i.e. have formal employment and are covered by 

legislative and social security provisions. The majority 93 per cent of the workforce is in unor-

ganised /informal employment, with no legal or social protections. Women are predominantly 

in unorganised employment. Child labour, though illegal, continues to prevail in some sectors 

(Breman, 1996). Moreover, informal employment sees a concentration of migrant, rural inhabit-

ants driven to seek temporary urban employment in agricultural off-peak seasons. The absence 

of meaningful land reforms and a lack of investment in agriculture force this large segment of 

population into multiple deprivations.

The inequality and discrimination that result from such informality are aggravated by labour 

being a concurrent subject (on which both the central and the state government can legislate), 

which means that a plethora of labour laws exist but are poorly implemented (Harriss-White 

and Gooptu, 2001). From the 1920s to the 1940s a number of legal provisions for workers and 

trade unions were instituted, followed by the appointment of the First National Commission 

on Labour in 1969. These provisions reflected the important role of labour and trade unions 

in the freedom struggle as well as the logic of industrial peace that influenced Indian industrial 

relations post-independence (Bhattacherjee and Ackers, 2010). Since liberalisation, the gradual 

shift to a strategy of  economic competitiveness has instituted labour reforms that have 

increased managerial prerogative and weakened the power of workers and unions (Frenkel and 

Kuruvilla, 2002).

The education and training system has become more individualised as the state has shifted 

from a socialist to a market-oriented pattern. Literacy levels are around 60 per cent and provision 

of comprehensive education is incomplete. The acquisition of higher skills has always been left 

to private initiative (Witt and Redding, 2013). Pre-reform state legacy means training infrastructure 

is extensive in the public sector, with apprenticeship systems instituted in all public sector firms. 

Industrial training institutes form the basis of organised industrial training in India. However, 

restructuring and downsizing mean that the quality is steadily declining. Moreover, skill levels 

vary considerably. On one hand, underinvestment in education, inadequate provision for health 

and education, a bias against vocational skills and an occupational preference for non-production 

jobs have created an uneven skill base. Along with widespread low literacy, many are not 

Explore What is a ‘corporate business group’? How is it distinctive to India?
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obviously skilled at anything. Approximately 20 per cent of job seekers have had any sort of 

vocational training (The Economist, 2008). On the other hand, there is a growing number of 

educated and skilled personnel, especially in computing, software, medicine and engineering. 

India is one of the largest exporters of skilled migrants in software engineering and financial 

services. Every year, more than 100,000 engineering graduates and 70,000 software professionals 

join the industry, both indigenous private and multinational firms. According to Microsoft, India 

ranks second worldwide in the number of Microsoft certified engineers produced. Still, skilled 

labour remains scarce in relation to the working population as a whole. Even in the information 

and communication technology industry where the highly skilled workforce exists, middle and 

lower level skilled personnel are in short supply.

Section summary

To sum up, the Indian institutional context displays gradual institutional change. The state is 

shifting its role from a more direct involvement in the economy to that of  guiding and 

managing its transition to a market-oriented one. Social institutions of family and networks 

define a distinctive structure of  private firms in India with a co-existence of  formal and 

informal institutions in corporate governance mechanisms. The labour market reflects the 

nature of industrialisation: advanced specialisation and high skill levels in industries such as 

IT and computing alongside a vast pool of  low-skilled surplus labour without any social 

security cover. This has implications for employment relations in India, which are discussed 

next.

Explore ● What are the distinctive features of the labour market in India?

● What is the main difference between formal/organised and informal/unorganised workers?

Employment relations: From a ‘mixed’ to an ‘open’ economy in India

Employment relations in India are shaped by two factors. First, economic liberalisation is 

recasting state-capital-labour relations where the earlier interventionist state (pro-labour) is 

withdrawing from capital-labour relations. There is a gradual transition from the logic of 

industrial peace and employment-income protection to the logic of  competition guiding 

employment relations. The logic of industrial peace focused on limiting industrial conflict in 

order to promote economic development. This included strong protective legislation regarding 

union formation, collective bargaining, interventionist dispute resolution procedures and an 

avoidance of  retrenchment and subcontracting. It exists alongside employment-income 

protection measures against lay-offs, long working hours, poor health and working conditions 

etc. in a context of limited state social security provisions in India (Frenkel and Kuruvilla, 2002). 

This is giving way to labour flexibility and a weakening of union power. Second, employment 

relations exhibit the peculiarities of the labour market (a small percentage of highly skilled 

workforce alongside surplus informal labour) and the nature of its industrialisation (basic and 

strategic industries in the public sector alongside globally competitive private firms in the 

textiles, pharmaceuticals, IT, software and services industries, but in a predominantly agrarian 

society). This results in considerable variation in employment relations in a context where fewer 

than 10 per cent of those in formal employment have stable and secure employment (with an 

emphasis on training and a move towards sophisticated HRM policies and practices, e.g. the IT, 

software and services industry), while a majority of 90 per cent of the workforce in informal 

employment remain poor and insecure. This section outlines the labour reforms and the changes 

in the labour market, industrial relations and employment practices that arise from above 

mentioned factors.
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Labour reforms and changes in the labour market

Since liberalisation, the logic of competition has increased the power of capital with demand for 

labour reforms by employers to rationalise labour law, increase labour flexibility, liberalise labour 

inspection, and weaken unions. At the same time, the state is restrained from making radical 

changes in the formal framework of employment security or full-scale privatisation because of 

historic state–labour relations, especially political party-union links that are important in elec-

toral mass politics. Therefore, while the central government has undertaken soft reforms such as 

an amendment to the trade union law, disinvestment rather than privatisation, the liberalisation 

of labour inspection, and special concessions to firms in Special Economic Zones (SEZ), it is the 

state governments that have introduced wide-ranging and pro-employer labour reforms in order 

to retain and attract investment. Bardhan (2002, cited in Shyam Sunadar, 2010: 590) refers to this 

as ‘labour reforms by stealth’. Furthermore, judicial rulings by the Supreme Court have not sup-

ported the interests of workers and unions on issues such as privatisation, contract labour and 

the right to strike (Shyam Sundar, 2010).

Labour reforms at the state level have allowed more labour flexibility, control over work 

processes, union containment or avoidance, and reduced regular workers (through voluntary 

retirement schemes), and have led to an increase in contract labour and subcontracting in the 

workplace. A significant outcome of these labour market reforms has been an increase of 

temporary, casual and contract workers in the total workforce in the organised manufacturing 

industry (Deshpande et al., 2004). Overall, informal labour has grown in size supported by labour 

reforms that enable employers to replace formal with informal workers, to whom they are not 

required to extend social security or minimum wages (Breman, 2002). This weakens labour and 

its collective institutions. Informal employment almost forms a part of the state-capital strategy 

as ‘the primary source of future work for all Indians’ (NCL, 2002) and is particularly pronounced 

in the creation and development of new industrial areas or New Industrial Zones (NIZs) – often 

including Export Promotion Zones (EPZ) and Special Economic Zones (SEZ) – built to attract 

investment. Units in EPZs and SEZs are often declared ‘public utility services’ in order to exempt 

them from labour laws, to relax labour inspections, or to make strikes difficult. This aids the 

increased use of informal workers and containment or avoidance of unions in the firms located 

here (Hammer, 2010).

With respect to skill upgrading in the labour market, one of the liberalisation arguments has 

been that the role played by the public sector in employment creation and training will be 

supplemented and/or replaced by MNCs. It is assumed that skill upgrading will occur in 

response to the requirements of  new, technologically sophisticated industries. Individual 

workplace-based learning will, over time, enhance the social stock of knowledge and skills, 

thereby promoting growth (Okada, 2004).While this may be true in the new industries such as 

software and business process outsourcing (BPO) and for managers in some MNCs, it is more 

doubtful for junior management and workers, especially in manufacturing MNCs. On one hand, 

Wipro, India’s second largest software services exporter, recruits maths and science graduates 

and trains them for three years through on-the-job and classroom training at its Wipro Academy 

of Software Education. In BPO firms, there is increasing focus on talent recognition and 

prospects for career development through supported MBA courses and management diplomas 

(Kuruvilla and Ranganathan, 2010). On the other hand, in manufacturing MNCs in white goods 

and automobiles, deskilling and multi-tasking rather than multi-skilling, as well as the use of 

trainees for job completion rather than actual training, appear to be the norm with the aim to 

minimise training requirements and facilitate the substitutability of labour (Trivedi, 2006; 

Hammer, 2010).

Industrial relations

Industrial relations systems are in a flux due to the changing role of  the Indian state. The 

predominant political unionism model, in which unions and political parties maintain close 

relations, is increasingly challenged not only from labour reforms and the decentralisation 
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of  bargaining, but also from the rise of  enterprise unions, anti-union workplaces and 

 informal worker organisations. Also, the industrial relations system displays considerable 

variations within India. This is expressed in new strategies and forms of  action for workers 

and unions.

Historically, the state has been not only the largest employer through the public sector but 

also a regulator, prosecutor and mediator in industrial relations. The key features that 

underpin Indian industrial relations include tripartite consultations at the national level, and 

works committees and joint management councils at the enterprise level. The dispute 

resolution machinery operates at four levels: bipartite negotiation, conciliation, arbitration 

and adjudication. Collective bargaining is conducted at different levels in different industries 

and is size specific. Large firms that employ more than 300 people have collective bargaining, 

with the exception of  those in electronics and a few in banking. At the managerial level, 

individual bargaining is more prevalent (Kuruvilla and Erickson, 2002; Bhattacharjee and 

Ackers, 2010).

The coverage and role of unions in India vary according to geography, sector and industry. 

While the state of West Bengal has a dominance of politically affiliated left-leaning trade unions, 

in Maharashtra enterprise-level unions, independent and unaffiliated, have a major presence. 

Gujarat has seen the rise of ‘footpath unionism’ (e.g. unions of hawkers) and social-movement 

unions of unorganised workers (e.g. SEWA (Self-Employed Women’s Association)), whereas the 

industrially and socially backward states of Andhra Pradesh and Bihar have radical and militant 

trade unions. Unionism is stronger in manufacturing units and in the chemical, pharmaceutical 

and automobile industries than it is in electronics units. Both public- and private-sector Indian 

banks have entrenched unions but not foreign banks. Firms in IT, software and services are largely 

non-union (though UNITES Pro is a union in the BPO industry) and many MNCs have enterprise 

unionism or non-union plants. For example, in a new industrial zone near Delhi, some firms 

allow enterprise-based unions but resist and restrict cross-industry or wider political alliances 

while others follow a clearly anti-union approach (Bhattacharjee and Ackers, 2010; Hammer, 

2010). In another study, Hindustan Lever and Philips were hostile to any attempts to form federa-

tions of their company’s unions (Venkata Ratnam, 1998).

Liberalisation and its assault on workers and unions has intensified the problems associated 

with the political unionism model that developed during the late colonial period, in conjunction 

with the freedom struggle, which created common ground between political leaders and unions. 

Political interests often overruled labour interests and generated splits and inter-union rivalry. 

Significantly, this also led trade unions to neglect the representation of informal labour, thereby 

furthering the latter’s self-organisation and the emergence of new forms of informal workers’ 

organisations. Increasingly, political party-trade union links are becoming conflictual as most 

political parties and their labour wings disagree on labour reforms. This is accompanied by new 

collective bargaining regulations such as the decentralisation of collective bargaining to the 

enterprise level in the private sector, the integration of long-term settlements and performance 

pay into public sector bargaining, as well as increased managerialism – all trends that tend to 

weaken trade unions (Shyam Sundar, 2010). The increasing tension between party politics and 

trade union federations has implications for union strategies and action. It has led to coopera-

tion between different unions in opposing neo-liberal policies of the state in many strikes and 

demonstrations since 1992. Moreover, trade unions have made efforts to become more inclusive 

and to organise hitherto neglected informal workers in the face of their own declining member-

ship. However, their interface with informal economy organisations has not always been 

cordial.

The organisation of informal workers into independent unions or cooperatives or civil society 

groups has been a significant development over the past two decades. Some examples include 

the National Federation of Construction Labour (an independent industry-level union formed 

in 1991 in Bangalore), the Self-Employed Women’s Association (which organises beedi workers, 

waste pickers, construction workers, and the National Fish Workers Forum. The National Cen-

tre for Labour, formed in 1995, is an apex body of independent labour organisations working 
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in the informal sector with a membership of about a million workers from 10 states (NCL 

website; Unni and Rani, 2003). Such organisations mobilise through social movements, in neigh-

bourhoods, and through discussion groups and reading circles. Some NGOs provide on-site 

childcare and health services to workers (e.g. in construction), teach them about their welfare 

rights and get the workers registered with the welfare boards (e.g. NIRMAAN in Mumbai; 

SEWA in  Gujarat and Delhi). The defining feature of such unions is the shift in their demand 

of workplace rights from employers to citizenship rights from the state. Instead of minimum 

wages, the demand is for reproductive and/or human/citizenship rights of education, health and 

welfare (basic needs). Moreover, workers ensure that production is not disrupted so that they 

do not lose their low incomes or jobs. Forms of action include demonstrations, petitions and 

hunger strikes all directed at politicians. Such organisations and their members argue that the 

welfare-oriented struggle is stronger and more appealing than the militant and violent movement 

of the past. Also, they have been successful in forming international networks such as WIEGO, 

and links with Global Union Federations and the ILO that can bear pressure on the state (Agar-

wala 2006, 2008).

New mobilisation strategies are also employed by UNITES Pro, a union in the BPO industry 

with an estimated membership base of 7,000 across 150 different firms. Not only does the union 

defend workers’ concerns within the workplace but it also responds to external issues such as 

family and community issues. The union’s innovative approaches include the role played by com-

mitted and energetic activists; a focus on the younger section of the workforce, and organising 

social events such as sporting events, spirituality classes, etc., which create the space for workers 

to raise their problems in a way that is more geographically appropriate to this industry (James 

and Vira, 2010).

Key controversy

● Do labour reforms benefit employers or labour?

● How is the labour market and trade union power affected by the reforms?

Employment practices: Recruitment and rewards

Employment practices in firms display considerable variation across ownership forms (family/

state/foreign) and the nature of the labour market (surplus, largely informal labour alongside 

highly skilled workers in particular industries).

Public sector firms have a formal system of recruitment based on a technical/rationalist 

approach, with standardised formal examinations and interviews. There are special provisions 

for quotas to recruit disadvantaged groups and communities as well as the local population. 

In family-owned private firms, forms of recruitment vary, though social networks have been 

predominant. For example, in the traditional trading Marwari community, firms are concen-

trated in industries such as textiles and cement, while in Kanpur and Nagpur, community and 

family networks plays a major role. At the same time, the Tata corporate group, another 

family-based firm, was among the earliest to adopt a more corporate style of management and 

recruited a more diverse workforce through formal recruitment practices. Private firms are 

moving towards merit-based recruitment, particularly of junior managers. In high-tech indus-

tries like software and telecommunications, India has the comparative advantage of a large 

number of highly skilled graduates who tend to be recruited on-campus. In the services sector, 

especially BPO, firms focus on recruiting from younger age groups, without paying much atten-

tion to working environments or career development options. Faced with a high rate of attrition 

(around 40 per cent), BPO firms have recently begun to recruit mature employees, i.e. people 
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over 35 years of age, from provincial towns, and provide them with accommodation, travel and 

other facilities (for call centres see Taylor and Bain, 2005; for BPO see Kuruvilla and Rangana-

than, 2010).

MNCs display a similar variation in recruitment strategies and tiered systems of employment 

depending on the sector. Manufacturing MNCs are often located in new industrial areas and 

set-up greenfield plants. These regions have a concentration of workers, especially migrants, and 

are often free from union influence. Low-skilled workers are recruited from the local area and 

often hired at the gate. Permanent skilled workers may be recruited from other regions of the 

country, often from industrial training institutes. Permanent workers are normally older than the 

young temporary workers. While production firms employ a predominantly male workforce, 

export units employ mainly women. At the management level while some e.g. Korean firms rely 

more on expatriates as senior managers with local managers in middle management, most MNCs 

employ local managers as senior executives (Trivedi, 2006).

Reward systems reflect the inequalities of the labour market. While formal employees are well 

remunerated, informal workers often do not receive either minimum wages or any other statutory 

benefits. This is because there is no uniform wage policy for all sectors of the economy. Although 

the Minimum Wages Act 1948 is a centrally legislated act, minimum wages vary widely across 

states and implementation is weak. Moreover, liberalisation and relaxed labour laws have led 

firms to reduce regular workers and shift to temporary and contractual labour in order to avoid 

payment of minimum wages or benefits. The public sector is still largely characterised by stand-

ardised wages with other social benefits and security of employment. Increasingly, there is a move 

towards performance-related pay and promotion in private firms. In new industries such as 

information and communication technology where the supply of technical skill is constrained 

and employee mobility is very high, salary and benefits are very high. Schemes such as profit 

sharing, share options and other perks as well as a secure career and better communication are 

often offered to retain employees in such sectors.

MNCs tend to pay higher wages than local firms and the working conditions are usually bet-

ter. This is true for employees at both ends of the spectrum: cheap labour for cost-minimisation 

in manufacturing and call centres as well as the highly skilled workforce in computing and soft-

ware. Korean firms are usually the highest paymasters followed by Japanese and then indigenous 

firms. Segmentation of the workforce into permanent, company casual, trainee and contract 

workers spells different packages for each group, thus reinforcing segmentation. Social security 

measures mandated by law, e.g. gratuity and provident fund, are provided to all workers, but 

pension funds are instituted only for senior executives. This is evident both in manufacturing 

and the services sector. Higher wages serve the twin purpose of employing better skilled person-

nel and at times as a means to curtail trade union developments. In manufacturing units, workers 

are often keen to secure higher wages and benefits even in the face of what they call an ‘environ-

ment of fear and control’ (Hammer, 2010). In the services sector, young graduates are willing to 

work in call centres for their comparatively higher remuneration packages despite the Taylorised 

work that denies the employees opportunities to channel grievances and improve their working 

conditions (Taylor and Bain, 2005; James and Vira, 2010).

Section summary

Employment relations are being reshaped by the withdrawal of the state from capital–labour 

relations as well as the peculiarity of the labour market and industrialisation in India (a large, 

low-skilled informal labour force alongside high-skilled workers in new industries). Labour 

reforms have increased the flexibility of labour and weakened the bargaining power of workers 

and unions vis-à-vis employers, especially in new industrialised areas. This has resulted in new 

forms and strategies of unions. The state provision of skilling infrastructure is being replaced by 

individualised or firm-based training. Employment practices vary from one extreme, where infor-

mal workers barely receive minimum wages or benefits, to the other, in which public sector firms 

and new industries follow sophisticated HRM with extensive reward packages and opportunities 

for training and learning.
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Globalisation and multinational firms in India

This section explores the interaction of Indian capitalism with global capitalism. As a major 

global economic power, with the second fastest growing economy of the world, India is engaging 

with the global capitalist order in its own way. The discussion so far has explored the change in 

institutions and employment relations in India as it transitions from a socialist to a market-

oriented system. These processes are significantly influenced by global economic forces, in 

particular multinational firms (MNCs). This section focuses on some aspects of this development, 

i.e. the nature and extent of foreign investment into India and Indian foreign investment abroad, 

as well as patterns of HRM in the new economy in India.

Inward foreign investment in India

India attracts the second highest FDI in the world, after China. This is concentrated in industry 

clusters around cities like Delhi, Hyderabad, Bangalore and Madras depending on the nature of 

investment. While many manufacturing MNCs are located in the Delhi region (Gurgaon and 

Noida/Greater Noida), Hyderabad and Bangalore have a concentration of IT and software 

industries. Initial inward investment into India was in production units for automobile and white 

goods industries, and call centres for sales/technical support and marketing research. This was 

accompanied by very fast growth of the IT and software industry from late 1990s, which now 

commands 20 per cent of the world market and exports worth $47 billion in 2010 (NASSCOM, 

2011). Services include business process outsourcing services that provide back office operations, 

e.g. billing, payroll, HRM (Kuruvilla and Ranganathan, 2010). This industry has benefitted from 

English language skills as well as low cost technical skills available in India. The nature of 

investment in the IT and services sector has evolved from being based on cheap labour and low 

cost to one based on value-added expertise and design and development capabilities. Government 

support through the development of  software technology parks and subsidies to ICT 

infrastructure have helped to attract US and European MNCs that are increasingly engaged in 

knowledge transfer and research and development.

Outward foreign investment from India

Dunning’s (2005) investment development path theory states that a country’s level of development 

determines the nature of outward FDI, and the composition of FDI evolves from low-technology 

and resource-based to high-technology and efficiency-seeking. However, Indian firms have been 

internationalising before achieving the level of economic development and the nature of FDI is 

high-tech and efficiency-seeking. This has been explained by both the special characteristics of 

MNCs from new economies (Lecraw, 1977) and the comparative advantage that arises not merely 

from cheap labour. One of the strengths is expertise based, e.g. Tatas in transportation 

equipment, Reliance in heavy industries, and IT firms such as Wipro, TCS and Infosys. IT and 

telecommunications have also benefitted from a latecomer advantage in adoption of new 

technology. IT MNCs now subcontract to other lower-cost providers in China while they have 

moved up the value chain and formed joint ventures with big MNCs, e.g. Infosys-Microsoft and 

Mahindra-British Telecom (NASSCOM, 2008). Some firms can produce high-quality goods at a 

low cost, e.g. Bharat forgings, the second largest manufacturer in the world. The strong role of 

the state in the development of regions with clusters of knowledge and resources such as IT hubs 

in Hyderabad and Bangalore and other state subsidies have allowed firms steady access to funds 

and organisational resources. Networks of family, diaspora and cultural and institutional affinity 

play a role as well, for example, Indian MNCs invest in Malaysia and South Africa, countries 

with which India has had a historical link. The motive for internationalisation of Indian firms 

has extended from resources (e.g. ONGC) to market-seeking (e.g. Tata and IT firms). Efficiency 

is a major motive for better integration since Indian MNCs in electrical and electronics, 

automobiles, garments and IT services are suppliers or intermediate producers. Pharmaceutical 

firms such as Ranbaxy and Dr Reddy have expanded into Europe for created-assets-seeking 

(World Investment Report, 2006).
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HRM in the new economy

Research in the new economy has focused on the services sector, especially call centres and the 

BPO industry. Scholars have explored the nature of the labour process, work organisation and 

employment practices in call centres and the BPO industry (Taylor and Bain, 2005; Kuruvilla and 

Ranganathan, 2010; D’Cruz and Noronha, 2012). Nath (2013) provides evidence of stress, stigma 

and abuse associated with national identity and race in the emotional labour of call centre work. 

James and Vira (2010) examine the alternative forms of organising in the BPO industry while 

Ravishankar et al. (2010) show complex processes of accommodation and resistance and subtle 

forms of cultural defiance of managerial actions in the industry.

In other industries, studies have compared HRM in public and private sectors (Budhwar 

and Boyne, 2004; Haq, 2012) as well as researching specific HR practices, e.g. employee 

relations (Budhwar, 2003), industrial relations (Amba-Rao et al., 2000; Frenkel and Kuruvilla, 

2002; Hammer, 2010), innovative HRM (Som, 2012; Jain et al., 2012) and diversity 

management (Cooke and Saini, 2010). Transfer, emulation and modification of HR practices 

in MNCs operating in India are also beginning to be explored (Amba-Rao et al., 2000; 

Bjorkman and Budhwar, 2007; Hammer, 2010). More recently, there have been two special 

issues on emerging patterns of  HRM in the new economic environment in India: Human 

Resource Management (49/3, 2010) and the International Journal of  Human Resource 

Management (23/5, 2012).

The evolution of Indian MNCs is likely to have implications for HR both in India as well 

as in the countries into which they expand. The Tata group is an example. It is a significant 

player in the Indian economy as one of the largest business groups as well as being at the 

forefront of internationalisation by Indian firms. Almost 150 years old, the Tata group consists 

of  96  companies in 7 major business lines: information system and communications, 

engineering, materials, services, energy, consumer products and chemicals. It has operations 

in 54 countries and its companies export products and services to 120 countries. The main 

drivers of its internationalisation include market access for exports, sourcing of raw materials 

and horizontal and vertical integration (for details on Tata, see Goldstein, 2008). Apart from 

being one of the earliest firms to adopt a corporate structure and management style, Tata also 

has rich experience of managing highly politicised industrial relations in the Indian context 

(Tata Steel at Jamshedpur) and places a strong emphasis on corporate social responsibility. 

These two factors may influence its HR policy and practices in Corus or Jaguar Land Rover in 

the UK.

Section summary

This section outlined the impact of global economic activity on the nature of foreign invest-

ment and employment practices of Indian and foreign firms operating in India. It explored 

how the Indian institutional context influences the growth of Indian MNCs and considered 

the possibilities for HR policies and practices that may evolve from the experience of Indian 

MNCs.

Explore What advantages did the Indian IT and software industry enjoy? How has the nature of its growth 
changed over time?

Conclusions

The section on India explored the historical pattern of development of the Indian institutional 

context and employment relations and considered the impact of globalisation on India.
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● The Indian institutional context displays gradual change, where a formerly interventionist 

state is withdrawing from direct involvement in the economy as it transitions to a market-

oriented one. Social institutions of family and networks define a distinctive structure of 

private firms in India with a co-existence of formal and informal institutions in corporate 

governance mechanisms. The labour market reflects the nature of industrialisation: advanced 

specialisation and therefore high skill level in industries such as IT and computing alongside 

a vast pool of low-skilled surplus labour without any social security cover.

● Employment relations in India are being reshaped by liberal labour reforms, which have 

increased the flexibility of labour and weakened the bargaining power of workers and unions. 

This has resulted in new forms of unions and new union strategies. State provision of skilling 

infrastructure is being replaced by individualised or firm-based training. Employment prac-

tices display variation with informal workers barely getting minimum wages or benefits, 

whereas public sector firms and new industries follow sophisticated HRM.

● Global capitalism is influencing the nature of investment into and out of India and thereby 

employment relations. It is evident in the spread of HRM in firms, the introduction of novel 

and innovative practices and the transfer of HR policies and practices into MNCs.

China and India: A comparative assessment

Representing the two largest economies in Asia and the two fastest growing economies in the 

world, China and India are inevitably compared. They took divergent, yet similar, paths at the 

same time: China adopted a Communist model in 1949 while India opted for a socialist pattern 

of economy based on planned development in 1947. Both started altering their course, albeit 

gradually, from the 1970s, and witnessed phenomenal growth in the last three decades as they 

integrated into global capitalism. Understanding the particular factors behind these growth 

trajectories is important for a number of reasons: it allows investigating the role of similar 

institutions, it demonstrates how different institutional configuration leads to high growth, and it 

allows examination of the specific role of work and employment. This section highlights the main 

dimensions from a comparative perspective (see Table 16.1 below), emphasising the comparative 

advantages enjoyed by the two countries as well as the particular challenges that each faces.

Table 16.1  Comparative institutional analysis of China and India

Dimensions China India

Role of the state Developmental and predatory

Political authoritarianism

State control of economy: dominance 
through SOEs

Variation in local state forms

Predatory and developmental

Political democracy

State guidance of economy

Variation in local state forms

Corporate governance Ownership: state (SOEs) and family SMEs

Weak ownership and corporate 
governance

Weak legal enforcement and intellectual 
property rights

Informal institutions and processes: guanxi 
networks; patron-client relations between 
political power and capital

Ownership: state (public sector) and family/
business groups)

Stronger ownership and corporate 
governance

Variation between states in legal 
enforcement

Informal institutions and processes: family 
and caste/religion-based networks, clientelist 
relations between state and business groups

(continued)
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Significant dimensions of analysis: Subnational forms and 
informal labour

From an employment relations perspective, two dimensions need greater emphasis and elaboration 

in order to understand China and India. First, any analysis of the Chinese and Indian economies 

needs to incorporate subnational forms of  governance and economic models. Historically, both 

China and India have displayed regional variations in modes of production, regulation, institutions 

and the nature of social compromise between different groups. This has resulted in a variety of 

local state forms, very different routes to economic development, and different outcomes for 

various interest groups across regions (Sinha, 2005; Hammer, 2012; Peck and Zhang, 2013). Such 

subnational variations often intensify as many regions in China and India get articulated into the 

global economy in very specific ways (some as identified zones/clusters of knowledge, innovation 

or labour supply), where institutions and actors interact and struggle to mediate and modify 

global influences to suit regional/local ends (Bhattacharjee and Ackers, 2010; Hammer, 2010; 

Sinha, 2005). As mentioned before, recent works focusing on Asia have augmented the comparative 

institutional analysis by including further dimensions such as trust (Whitley, 1999; Redding, 

2005), social capital (trust), culture, informality and multiplexity (Witt and Redding 2013).

Second, one of the most significant implications of global capitalism for employment is the 

rise in informal work. In total, 93 per cent of the workforce in India is informal and China has 

comparable numbers (Phillips, 2011). Therefore, employment relations in China and India cannot 

be understood without including informal labour and labour agency in the analytical framework. 

Dimensions China India

Financial system State-dominated banks

Financing of SOEs, not private firms

Private firms recourse to informal sources 
of financing. e.g. guanxi networks

State-dominated banks

Financing of state and private firms

Interfirm relations State-party dominated clientelist relations 
in SOEs

Family and guanxi networks

State-business house clientelist relations

Family/caste/religion-based networks

Industrial clusters (e.g. IT)

Labour market and education 
and skill systems

Deeply segmented along urban-rural 
divide; dualised citizenship

Large rural migrant workforce

High literacy, low enrolment in further and 
higher education

Emphasis on general skills, weak vocational 
training; skill acquisition left to private 
initiative

Superiority in labour-intensive 
manufacturing

Segmented along formal-informal, with 
further segmentation within

Large rural migrant workforce 

Lower literacy, higher enrolment for further 
education

Emphasis on general skills, declining 
vocational training structure, skill acquisition 
left to private initiative

Superiority in services because of English 
and high technological skill in IT

Employment/industrial 
relations

Party-controlled unions with limited 
worker involvement

High state intervention in wage bargaining

Extraordinary power to managers in 
private firms

Privatisation of social security

Workers’ protests in new industrial areas

Minimal protection of the unemployed 
and marginalised rural workers

Variations in industrial relations models 

Medium and declining state intervention in 
wage bargaining

Declining political unionism; rise of 
independent and enterprise unionism; 
informal worker organisations

Minimal protection of informal workers

Source: Adapted from Peck and Zhang (2013) and Witt and Redding (2013).

Table 16.1  Continued
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The National Commission for Enterprises in the Unorganised Sector in India defines ‘informal 

workers’ as ‘those working in the informal sector or households, excluding regular workers with 

social security benefits by the employers, and the workers in the formal sector without any employ-

ment and social security benefits provided by the employers’. Firms, both domestic and foreign, 

restructure work and employment via subcontracting, outsourcing and casualisation in order to 

shift from secure, permanent employment with social security benefits to insecure, temporary 

forms of employment. Nichols et al. (2004) and Danford and Zhao (2012) chart the dismantling 

of the factory regimes in China through changes in employment contracts, authoritarian control 

and work intensification. A large part of this informal workforce constitutes the most vulnerable 

segment: rural migrant workers. Around 200 million rural migrant workers in China provide the 

labour supply to industry and urban projects (Peck and Zhang, 2013; Dong et al., 2010; Pun and 

Smith, 2007). Similarly, seasonal and circular migration of impoverished rural workers forms the 

underbelly of urban employment in India (Breman, 1996; Harriss-White, 2003). The enhanced 

exploitation in both societies has implications for labour agency. While some see this as leading 

to protests and limited resistance (Blecher, 2010; Dong et al., 2010), for others it signifies ‘higher 

levels of class awareness and identification in the workers’ dormitories and social communities’ 

(Chan et al., 2010: 146) or new forms of resistance (Hammer, 2010; Agarwala, 2008).

Comparative advantages of China and India

Much is made of the democratic character of the Indian state; knowledge of the English lan-

guage, higher skills in computing, software and information technology, and the demographic 

premium. First, democracy certainly provides a sustainable framework to manage diversity with 

an equitable distribution of resources and opportunities, and to redress the imbalances created 

by differentiated globalisation. In reality, India has not delivered adequate material and human 

development benefits to the majority of its citizens. The processes and outcomes of the planned 

as well as current market-oriented development are disproportionately captured by the political 

and economic elite. Second, advantages arising from the English language are evident in the 

service sector growth, in call centres, BPO and IT sectors, and the ever-increasing percentage of 

senior executives from India employed in multinational firms and international organisations. 

However, the premium enjoyed by India is under challenge from the Philippines, South Africa 

and increasingly China (which is placing a high emphasis on English in its educational system). 

Also, China is catching up on services while India still has to make up ground in manufacturing. 

Third, to retain the comparative advantage in IT, the industry needs to upscale through diversi-

fication and research and innovation. At the same time, upgradation of middle level skills and 

wider vocational training is necessary. Finally, the demographic premium arising from a younger 

Indian workforce with a falling dependency ratio is in contrast to China’s ageing population that 

needs to be supported with increased health and education coverage, income and human develop-

ment indicators (for a historically nuanced assessment see Saith, 2008).

China’s advantages arise from its manufacturing and export-led growth, state-led development 

of industry and innovation through SOEs (‘national champions’ and ‘Going Global’ strategies), 

and better human development indicators translating into higher per capita incomes and greater 

equality. However, first, the Chinese state is aware of the need to reduce dependence on 

manufacturing and exports. It has started to focus on increasing domestic consumption and 

development of the services sector in the 12th plan. Second, the dominance of SOEs, while likely 

to persist for political-economic reasons, needs to be supplemented with the growth of indigenous 

Explore ● What additional dimensions can be added to the comparative analysis of employment rela-
tions in China and India?

● How does this help in our understanding of the two economies?
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small and medium-sized enterprises, especially in the high-technology sector. Third, the 

Communist legacy of comprehensive education and health that delivered 91 per cent adult 

literacy and better human development indicators overall is fast evaporating as these public goods 

are privatised. Low poverty levels and greater equality have given way to sharp acceleration of 

inequality since the economic reforms began. Also, human rights, workers’ rights and intellectual 

property rights remain areas of concern (Saith, 2008; Peck and Zhang, 2013).

Challenges faced by China and India

The major challenges faced by both economies can be attributed to their respective historical 

legacies as well as to their inability to address the social costs of reforms that have become more 

acute. These include governance issues, infrastructure, gender disadvantages, poverty and inequality. 

First, in India the lack of national consensus on reforms and any real redistribution by the old and 

new elite is exacerbated by high levels of corruption. A study by Transparency International (2012) 

places India at the lower end of the table in terms of its institutions as well as the ease of doing 

business, the average time taken to secure clearance for a start-up or to invoke bankruptcy. The 

Rights to Information Act (2005) and setting up of vigilance commissions are some attempts to 

address corruption through greater accountability and transparency. In China, political 

authoritarianism and intertwined political power-economic interests at all levels of government, 

coupled with a lack of accountability, has seen China catch up with India on the corruption index. 

Second, the development of infrastructure is a priority in order to attract investment, especially in 

India. Finally, poverty, exclusion, gender disadvantages and inequality interweave in both China 

and India, particularly so in the rural sector. The disadvantaged rural sector, with increased socio-

economic insecurity, migration and lack of access to education and health, has witnessed increasing 

poverty, patriarchal biases (evident in negative sex ratios, feminisation of agriculture, female and 

farmer suicides and crimes against women) and spiralling inequality (social, class and regional) in 

both societies. Most of the employment created is in the informal sector with low wages, poor 

working conditions, low job security and increased risk of safety and occupational health. The 

absence of adequate social security mechanisms has further increased and polarised inequalities.

In sum, prospects for the two economies remain uncertain. Politically, it depends on how far 

China can initiate political liberal reforms and the extent to which India can ensure redistributive 

measures. Economically, it could be that, on account of their comparative advantages, both 

China and India continue to improve their position within the global division of labour while 

also growing their own MNCs and brands with global reach. However, economic growth over 

the last decades has given rise to new power dynamics. In both cases, economic progress is closely 

intertwined with the ability to develop new social compromises.

Section summary

This section has undertaken a comparative assessment of China and India. It summarised the 

analysis of  the two economies from a comparative institutional perspective. Analytically, 

the section emphasised two significant dimensions that need to be included into any analysis of 

the two capitalisms: subnational forms of governance and informal labour and labour agency. 

Thereafter, comparative advantages as well as challenges faced by the two economies were 

identified with some reflections on future prospects.

Key controversy

● Which economy is ahead: China or India?

● Critically assess the comparative advantages of and challenges faced by each economy?
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Summary

● The chapter situated the analysis of employment relations in China and India in a comparative 

capitalist framework, incorporating its critique by critical perspectives. It identified the 

similarities and differences in the economic patterns of development in the two economies 

with respect to each other as well as compared with other industrialised economies. It outlined 

the comparative capitalism approach and its critique before focusing on the challenges and 

advantages of applying it to China and India. Finally, it reviewed recent research in the ‘second 

wave’ of comparative capitalist tradition and how this has evaluated and augmented the 

comparative institutional analysis with respect to China and India.

● The section on China explored the historical pattern of the development of the Chinese 

institutional context in which the state-party dominates the economy through SOEs and state-

owned banks. Weak corporate governance structures are supplemented by institutions of 

family and guanxi and patron-client relations between political power and capital. In the 

context of a deeply segmented labour market along the rural-urban line which is institutionalised 

through dual citizenship, employment relations in China are undergoing a gradual change: 

from lifelong employment and comprehensive social security to a more flexible labour market, 

towards a contributory social security fund, and increased exploitation of rural migrant 

workers in the new model of socialist market economy. As Chinese capitalism interacts with 

global capitalism, the influx of MNCs and the transfer of HR policies and practices reveal a 

complex picture where traditional and Maoist values and practices in employment relations 

persist parallel to the introduction of novel and innovative practices by MNCs in China.

● The section on India outlined the Indian institutional context where a formerly interventionist 

state is withdrawing from direct involvement in the economy as it transitions to a market-

oriented one. Institutions of family and social networks define the distinctive form of private 

firm in India, i.e. the business group, governed by both formal and informal institutions in 

corporate governance mechanisms. Formal–informal labour market segmentation reflects 

advanced specialisation and therefore high skill levels in industries such as IT and computing 

alongside a vast pool of low-skilled surplus informal labour without any social security cover. 

In this context, employment relations in India are being reshaped by liberal labour reforms, 

which have increased the flexibility of labour and weakened the bargaining power of workers 

and unions. This has resulted in new forms of union and new union strategies, for example, 

a decline in political unionism and the rise of  enterprise unions and informal worker 

organisations. State provision of skilling infrastructure is being replaced by individualised or 

firm-based training. Regional variations of industrial relations models and local state-capital 

relations in India shape different employment dynamics. A peculiar feature of  Indian 

capitalism as it interacts with global capitalism lies in the advanced industry and skills in 

certain sectors such as services and IT as well as prominent Indian MNCs.

● From a comparative institutional perspective, the section emphasised two significant dimen-

sions that need to be included within any analysis of the two capitalisms: subnational forms 

of governance and informal labour and labour agency. Further, comparative advantages as 

well as challenges faced by the two economies were discussed.

Questions

1 How are the changes in employment relations linked to other institutions?

2 Assess the changing role of the state in employment relations in China.

3 Examine human resource management in the new economy, i.e. IT, call centres and the BPO 

industry of India.

4 To what extent are the growth trajectories of China and India sustainable in the face of rising 

inequalities?
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Informal workers constitute 93 per cent of workers in India. 
They do not have clear employment contracts, have only 
limited union coverage and have no social security. The 
debate on informality insists that informal workers are 
‘invisible’, labouring away dispersed in their homes and in 
small workshops without a clear and regulated employer–
employee relationship, and therefore difficult to organise 
and represent by formal workers’ unions. But what about 
those that are ‘visible’, regulated to some extent and sharing 
the same workplace as formal workers, for example, contract 
and casual workers and apprentices? Why have formal trade 
unions not been able to address the issues of this category 
of workers and organise them?

Contract and casual labour is by far the largest category 
of workers in the industrial sector in India. They are 
regulated under the Contract Labour Act 1970 and are 
entitled to the same wages, hours, allowances and benefits 
as permanent workers. In practice, however, they have no 
employment security or access to social security and suffer 
from similar disadvantages in the workplace and in their 
overall livelihood as other informal workers such as 
homeworkers and outworkers (Breman, 1996; Shyam 
Sundar, 2011).

Research in a new industrialising region in India exam-
ined contract/casual workers and apprentices in the 
manufacturing sector firms. Industrial manufacturing in the 
region has witnessed major restructuring with a shrinking 
core of permanent workers and growing numbers of casual 
and contract workers that often outnumber permanent 
workers quite considerably in many formal firms. Rather 
than being employed in non-core activities, as stipulated 
by the law, a large number of contract/casual/apprentices 
are employed as production workers engaged in core 
activities (Hammer, 2010; Barnes, 2015). Dissatisfied by their 
wages, working conditions and precarious employment 
status, they have involved themselves in recent years in 
increased industrial conflict, with spontaneous and often 
violent responses by contract workers in the region, e.g. the 
Hero-Honda dispute in Haryana in 2008, Graziano 
Termissioni in NOIDA in 2008 and Maruti Suzuki in Manesar 
in 2012.

The response of unions has been problematic. Despite 
the upsurge, Central Trade Union federations active in the 
region have not been able to achieve recognition from 
employers or to organise contract workers. They are unable 
to relate to the concerns of these workers and remain 

fixated with improving wages and working conditions for 
formal workers or trying to register plant-level unions with 
the Department of Labour. Their negotiation with employers 
for recognition of union rights for regular workers often 
involves concessions over rights of contract workers. 
Historically, these developments can be situated in the 
incorporation and subsequent demobilisation of organised 
labour in the post-war and post-independence negotiations 
between the state, industrialists and labour in India. A 
combination of state intervention in industrial relations 
through restrictive labour laws, not guaranteeing unions 
the right to collectively bargain, fragmentation of the union 
movement and compulsory arbitration have all weakened 
the grassroots basis and strength of the formal unions. 
Political patronage has made unions rely on the state rather 
than negotiate with it politically (Chibber, 2003).

Weak mobilisation and representation of informal work-
ers by unions coupled with state-capital assault on labour 
and unions’ rights through informalisation requires urgent 
reflection on the strategy of labour movements as well as 
the nature of struggles by informal workers. The existing 
model of unionism has not worked for informal workers in 
India, for whom unions remain largely irrelevant. A pre-
dominant focus on regulation and enforcement of labour 
laws and rights in industrial relations, reliance on the state 
and judicial intervention by unions does not address the 
reality of work and workers. Nor does it stem the decline of 
unions in India.

Formal unions need to reflect critically on the meaning 
of unionism, their internal strategies focused on collective 
bargaining rights and relationships with other actors in the 
labour movement, both in order to relate to and represent 
informal workers and for their own continued relevance to 
the majority of the workforce in India. Unions and labour 
scholars need to go beyond exclusionary debates about 
workers as formal or informal, waged or self-employed, 
struggling for workplace rights or citizenship rights, 
collective bargaining or cooperative strategies, production 
or reproduction, and so on. It may be more fruitful to 
understand the variety of labour regimes and various forms 
through which labour is incorporated into capitalism 
through ongoing restructuring of work. A more differentiated 
understanding of work, labour and exploitation may help in 
framing strategies to address the challenges the informal 
economy/work poses to formal unions, to industrial relations 
and to the labour movement.

Case study
Organising informal workers in India: Failures and opportunities
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Academy Schools State-maintained independent 

schools set up with the help of external sponsors – 

usually business, religious or voluntary organisations.

Advisory, Conciliation and Arbitration Service 

(ACAS) Founded in 1975, aims to improve employment 

relations. It provides information, advice and training 

and will work with employers and employees to solve 

problems.

ACFTU The All China Federation of Trade Unions.

Added value Technically the difference between the 

value of a firm’s inputs and its outputs; the additional 

value is added through the deployment and efforts of 

the firm’s resources. Can be defined as FVA (financial 

value added), CVA (customer value added) and PVA 

(people value added).

AEL Accreditation of Experiential Learning.

Alienation Marx suggests it is a condition in which 

a worker loses power to control the performance, 

processes and product of  his/her labour. Thus the 

very worker becomes a thing rather than a human 

being, in which state they experience powerlessness, 

meaninglessness, isolation and self-estrangement.

Androgogy ‘The art and science of  helping adults 

learn’ (Knowles et al., 1984: 60).

Annualised hours contract Relatively novel form of 

employment contract that offers management, and 

sometimes workers, a considerable degree of flexibility. 

The hours that an employee works can be altered 

within a very short time frame within a day, a week, 

or even a month. So long as the total hours worked do 

not exceed the contractually fixed annual amount an 

employee can be asked and expected to work from zero 

up to anything in excess of 80 hours in any one week.

APL Accreditation of Prior Learning.

Appraisal The process through which an assessment 

is made of  an employee by another person using 

quantitative and/or qualitative assessments.

Appraisal (360 degree) A system of appraisal which 

seeks feedback from ‘all directions’ – superiors, 

subordinates, peers and customers.

GLOSSARy OF TERMS 
AND ABBREVIATIONS

Attitude survey Survey, usually conducted by 

questionnaire, to elicit employees’ opinions about issues 

to do with their work and the organisation.

Balanced scorecard An integrated framework for 

balancing shareholder and strategic goals, and 

extending these balanced performance measures down 

the organisation.

BERR Department for Business, Enterprise and 

Regulatory Reform, now part of the Department for 

Business, Innovation and Skills – see BIS.

Best fit Models of  HRM that focus on alignment 

between HRM and business strategy and the external 

context of the firm. Tend to link or ‘fit’ generic type 

business strategies to generic HRM strategies.

Best practice A ‘set’ or number of human resource 

practices that have the potential to enhance 

organisational performance when implemented. 

Usually categorised as ‘high commitment’, ‘high 

involvement’ or ‘high performance’.

BIS Department for Business, Innovation and Skills.

Broadbanding Pay systems which have a wide range 

of possible pay levels within them. Unlike traditional 

narrow systems, there is normally a high degree of 

overlap across the grades.

BS 5750 British standard of quality, originally applied 

to the manufacture of products but now also being used 

to ‘measure’ quality of service. Often used in employee 

involvement (EI) as a way of getting employees to self-

check their quality of work against a standardised norm.

Bundles A coherent combination of human resource 

practices that are horizontally integrated.

Business process re-engineering (BPR) System that 

aims to improve performance by redesigning the 

processes through which an organisation operates, 

maximising their value-added content and minimising 

everything else (Peppard and Rowland, 1995: 20).

Cabinet Office A senior government department 

alongside the Treasury, the Cabinet Office supports 

the Prime Minister, the Cabinet and the Civil Service 

in managing government policy.
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Contingent pay Elements of the reward package which 

are contingent on other events (performance, merit, 

attendance) and are awarded at the discretion of the 

management.

Cooperatives Organisations and companies that are 

collectively owned either by their customers or by their 

employees.

Core competences Distinctive skills and knowledge, 

related to product, service or technology, that can be 

used to gain competitive advantage.

Corporate governance The set of systems, principles 

and processes by which a company is governed.

Cost minimisation This refers to a managerial approach 

that perceives human resources as costs to be controlled 

as tightly as possible. HR practices are likely to include 

low wages, minimal training, close supervision and no 

employee voice mechanisms.

CPSA Civil and Public Servants Association.

Culture The prevailing pattern of values, attitudes, 

beliefs, assumptions, norms and sentiments.

Danwei Work units around which social and economic 

organisation was structured and were central to the 

state owned enterprises in Communist China.

DCSF Department for Children, Schools and Families.

DfES Department for Education and Skills now sub-

sumed into the Department for Business, Innovation 

and Skills – see BIS.

Deskilling The attempt by management to appropri-

ate and monopolise workers’ knowledge of production 

in an effort to control the labour process. To classify, 

tabulate and reduce this knowledge to rules, laws and 

formulae, which are then allocated to workers on a 

daily basis.

DETR Department of the Environment, Transport and 

the Regions.

Development The process of becoming increasingly 

complex, more elaborate and differentiated, by virtue 

of learning and maturation, resulting in new ways of 

acting and responding to the environment.

Development centres Normally used for the selection 

of managers. They utilise a range of intensive psycho-

logical tests and simulations to assess management 

potential.

Discourse The shared language, metaphors, stories that 

give members of a group their particular way of inter-

preting reality.

Disengagement the converse of engagement. Employ-

ees feel psychologically remote from the organisational 

values and isolated from other employees.

DIUS Department for Innovation, Universities and 

Skills. Now part of the Department for Business, Inno-

vation and Skills – see BIS.

Career ‘The evolving sequence of a person’s work expe-

riences over time’ (Arthur et al., 1989: 8); ‘the individu-

al’s development in learning and work throughout life’ 

(Collin and Watts, 1996: 393).

Causal ambiguity The cause or source of an organisa-

tion’s competitive advantage is ambiguous or unclear, 

particularly to the organisation’s competitors.

CBI Confederation of British Industry. Powerful insti-

tution set up in 1965 to promote and represent the 

interests of British industry. Financed by subscription 

and made up of employers’ associations, national busi-

ness associations and over 10,000 affiliated companies. 

Works to advise and negotiate with the government and 

the Trades Union Congress.

CCT Compulsory competitive tendering.

Chaos and complexity theories In contrast to tradi-

tional science, these more recent theories draw attention 

to the uncertainty, non-linearity and unpredictability 

that result from the interrelatedness and interdepend-

ence of the elements of the universe.

CIPD Chartered Institute of Personnel and Development 

– the professional organisation for human resource and 

personnel managers and those in related fields such as 

training and development. Website: www.cipd.co.uk.

Closed system System that does not interact with other 

subsystems or its environment.

Collective bargaining Process utilised by trade unions, 

as the representatives of  employees, and manage-

ment, as the representatives of employers, to establish 

the terms and conditions under which labour will be 

employed.

Competence ‘The ability to perform the activities 

within an occupational area to the levels of perfor-

mance expected in employment’ (Training Commis-

sion, 1988).

Competences Behavioural repertoires that people 

input to a job, role or organisation context, and which 

employees need to bring to a role to perform to the 

required level (see also Core competences).

Competency-based pay An approach to reward based 

on the attainment of skills or talents by individuals in 

relation to a specific task at a certain standard.

Competitive advantage The ability of an organisation 

to add more value for its customers than its rivals, and 

therefore gain a position of advantage in the marketplace.

Configurational approach An approach that identified 

the benefits of identifying a set of horizontally inte-

grated HR practices that were aligned to the business 

strategy, thus fitting the internal and external context 

of the business.

Constructivism Concerned with individual experience 

and emphasises the individual’s cognitive processes.

http://www.cipd.co.uk
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Engagement Generally seen as an internal state of being –  

physical, mental and emotional – that brings together 

earlier concepts of work effort, organisational commit-

ment, job satisfaction and ‘flow’ (or optimal experience).

Enterprise unions Japanese concept of  employee 

unions associated with only one enterprise and the only 

one recognised by the company. One of the ‘three pil-

lars’ of the Japanese employment system.

Epistemology The assumptions made about the world 

which form the basis for knowledge.

ESOPS Employee share option scheme, whereby 

employees are allowed to purchase company shares or 

are given them as part of a bonus.

ET Employment training.

Ethnic penalties The economic and non-economic 

disadvantages black and minority ethnic groups expe-

rience in the labour market compared to non-ethnic 

minority groups of the same human and social capital.

EU European Union, so named in 1992 (formerly EC).

Exit policy Policy/procedures that facilitate prompt 

and orderly recovery or removal of  failing institu-

tions through timely and corrective action. There were 

restrictions placed on closure and retrenchment in view 

of the social costs and their political ramifications that 

are now being eased.

Factor of production An input into the production 

process. Factors of  production were traditionally 

classified as land (raw materials), capital (buildings, 

equipment, machinery) and labour. Labour is usually 

seen as a variable factor of production because labour 

inputs can be varied quite easily at short notice, unlike 

capital, the amount of which cannot be varied easily in 

the short run. Internalising the employment relationship 

transforms labour into a quasi-fixed factor of  production 

because it restricts the employer’s freedom to cut jobs at 

short notice.

FIEs Foreign invested enterprises.

Firm-specific skills Skills that can be used in only one 

or a few particular organisations.

Fit The level of integration between an organisation’s 

business strategy and its human resource policies and 

practices. ‘Fit’ tends to imply a top-down relation-

ship between the strategy makers and the strategy 

implementers.

Forked lightning, the Mae West Language and con-

cepts used by city financiers working on the inter-

national currency and commodity markets. Used to 

describe the patterns formed by fluctuating price move-

ments as they get represented on dealers’ screens.

Foundation schools State-financed schools that own 

school land and other physical assets of the school, are 

the employers of school staff and which have authority 

over admissions.

Downsizing Possibly the simplest explanation is given by 

Heery and Noon (2001: 90) as ‘getting rid of employees’. 

A modern ‘buzzword’ used to indicate the reduction of 

employment within organisations.

Double-loop learning See Single-loop learning.

DTI Department for Trade and Industry, now subsumed 

into the Department for Business, Innovation and Skills –  

see BIS.

Dual system German system of vocational training for 

apprentices, which combines off-the-job training at 

vocational colleges with on-the-job training under the 

tutelage of meister (skilled craft) workers.

Efficiency The sound management of  resources 

within a business in order to maximise the return on 

investment.

Efficiency wages Wages paid above the market rate to 

attract better workers, induce more effort and reduce 

turnover and training costs.

Effectiveness The ability of an organisation to meet the 

demands and expectations of its various stakeholders, 

albeit some more than others.

EHRC Equality and Human Rights Commission, UK 

statutory body with a remit to promote and monitor 

human rights; and to protect, enforce and promote 

equality across the nine ‘protected’ grounds – age, dis-

ability, gender, race, religion and belief, pregnancy and 

maternity, marriage and civil partnership, sexual orien-

tation and gender reassignment.

EI Employee involvement; a term to describe the wide 

variety of schemes in which employees can be involved 

in their work situation.

EIRO European Industrial Relations Observatory – pro-

duces regular reports on employment relations in EU 

Member States.

e-Learning Use of new technology such as e-mail, the 

internet, intranets and computer software packages to 

facilitate learning for employees.

Emergent Strategies which emerge over time, some-

times with an element of trial and error. Some emer-

gent strategies are incremental changes with embedded 

learning, others may be adaptive in response to external 

environmental changes.

Employability The acquisition and updating of skills, 

experience, reputation – the investment in human capi-

tal – to ensure that the individual remains employable, 

and not dependent upon a particular organisation.

Empowerment Recent term that encompasses EI 

(employee involvement) initiatives to encourage the 

workforce to have direct individual and collective con-

trol over their work processes, taking responsibility for 

improved customer service to both internal and exter-

nal customers. Generally confined to workplace-level 

issues and concerns.
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HRD Human resource development.

Hukou The household registration system required by 

law in China that provides residency entitlement and 

citizenship rights to its citizens.

Human capital The knowledge, skill and attitudes, 

the intangible contributions to high performance, that 

make employees assets to the organisation.

Human relations Associated with the pioneering 

work of Roethlisberger and Dickson, Elton Mayo and 

others, who studied the importance of community and 

collective values in work organisations. These studies 

first identified that management needed to attend to 

the ‘social needs’ of employees.

ICT Information and communication technology.

Ideology The set of ideas and beliefs that underpins 

interpretations of reality.

IIP Investors in People.

ILO International Labour Organization. International 

body set up in 1919 to promote employment rights and 

decent employment standards. Now an agency of the 

United Nations.

IMS The Institute of Manpower Studies. Located at the 

University of Sussex.

Independent Pay Review Bodies These are in place 

to offer expert advice to the government on the pay 

of certain groups of public-sector employees: armed 

forces, doctors and dentists, school teachers, certain 

groups of NHS nursing and healthcare staff, police 

officers and highly paid public officials such as judges 

and senior civil servants.

Indexation Procedure linking pay, pensions or other 

financial benefits to changes in the retail price index to 

protect against inflation or in some cases to the growth 

of average earnings to protect the relative as well as the 

absolute value of pay, etc.

Informal labour Workers without any legal, 

employment or social security benefits provided by the 

employers. They are often the most vulnerable, poor 

and exploited segment of workers.

Institutions Social structures and processes of a society 

and structure, its social patterns and norms. They are 

historically embedded and constitute the social organi-

sation and economy of a country.

Institutional vacuum/representation gap Situation in 

which collective bargaining is no longer the dominant 

form of establishing terms and conditions of employ-

ment, but no recognisable or regulated channel of 

employee representation or employee voice has emerged 

to replace it.

Intellectual capital The hidden value, and capital, tied 

up in an organisation’s people (knowledge, skills and 

competencies), which can be a key source of competi-

tive advantage and differentiate it from its competitors.

FSB Federation of Small Businesses.

FTSE The FTSE Group provides a series of  indices 

(measures) relating to share prices and other aspects 

of economic activity. The FTSE100 index is an index 

of the share prices of the top 100 firms by share value.

Functional flexibility The ability of management to 

redeploy workers across tasks. Functional flexibility can 

be horizontal – redeployment across tasks at the same 

level of skill, and/or vertical – the ability to perform 

tasks at different (higher) levels of skill.

GDP Gross domestic product – a measure of the total 

value of goods and services produced within a country, 

excluding income from investments abroad.

Glass ceiling Metaphor used to describe the barrier 

facing women who seek to gain access to senior 

management positions, often women can see the jobs 

at the very top but find there is an impenetrable barrier 

which prevents them securing the positions.

Globalisation A controversial term that has generated 

considerable debate as to its meaning. Generally seen 

to involve increased internationalisation of investment 

and production, the growing importance of multina-

tional companies and the emergence of transnational 

regulation of economic activity.

GNVQs General National Vocational Qualifications.

Guanxi Chinese term that refers to the concept of 

drawing on connections or networks to secure favours 

in personal or business relations.

Hard HRM A view of HRM that identifies employees 

as a cost to be minimised, and tends to focus on ‘flex-

ibility techniques’ and limited investment in learning 

and development (see also Soft HRM).

Hegemony The imposition upon others of a powerful 

group’s interpretation of reality.

High-commitment management Used to describe a set 

of HR practices aimed at enhancing the commitment, 

quality and flexibility of employees.

High-performance work practices A term that gained 

currency in the 1990s that sought to link bundles of HR 

practices with outcomes in terms of increased employee 

commitment and performance which in turn enhances 

the firm’s sustained competitive advantage, efficiency 

and profitability.

HMSO Her Majesty’s Stationery Office. Publishers of 

parliamentary proceedings, official government docu-

ments and reports. Privatised in 1996 and now known 

as The Stationery Office (TSO).

Holistic Treatment of organisations, situations, prob-

lems as totalities or wholes as opposed to a specific, 

reductionist approach.

Horizontal integration Level of alignment across and 

within functions, such that all functional policies and 

practices are integrated and congruent with one another.
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Learning cycle Learning seen as a process having 

different identifiable phases. Effective learning may be 

facilitated if methods appropriate to the various phases 

are used.

Learning style Individuals differ in their approaches to 

learning, and prefer one mode of learning, or phase of 

the learning cycle, to others.

Learning organisation (LO) ‘A Learning Company is an 

organisation that facilitates the learning of all its mem-

bers and consciously transforms itself and its context’ 

(Pedler et al., 1997: 3).

LECs Local Enterprise Companies. Locally based agen-

cies in Scotland whose function is to promote training 

and business and wider economic development. There 

are 22 in existence. For the UK see LSC.

Leverage The exploitation by an organisation of its 

resources to their full extent. Often linked to the notion 

of stretching resources.

Licence-quota regime The practice in a state-regulated 

economy where a business has to obtain permission to 

manufacture (licence) as well as the quantity to produce 

(quota) from the licensing authority (state) before com-

mencing production.

Lifetime employment Japanese concept whereby in 

large corporations employees are guaranteed a job for 

life in exchange for loyalty to the organisation. One of 

the ‘three pillars’ of the Japanese employment system.

Living wage Promoted by the Living Wage Foundation, 

the living wage is based on the amount an individual 

needs to earn to cover the basic costs of living. The 

living wage differs from the minimum wage in that the 

latter is set by law (see National Minimum Wage) yet 

can fail to be sufficient to meet requirements for a basic 

quality of life.

Loose labour market Sometimes called a ‘surplus’ 

labour market, where unemployment is running high 

and labour supply exceeds demand.

LMS Local management of schools.

LSC Learning and Skills Council. Set up in 2001 to 

replace the Training and Enterprise Council the LSC is 

responsible for funding and planning post-16 education 

and training in England. The equivalent body in Wales 

is Education and Learning Wales (ELWa). The LSC 

has 47 local offices known as Local Learning and Skills 

Councils (LLSCs) and ELWa has four regional offices.

Maastricht Protocol Part of  the Maastricht Treaty 

dealing with the Social Chapter (Social Charter), allow-

ing Britain to sign the treaty without signing the Maas-

tricht Protocol or Social Chapter.

Maastricht Treaty The content was agreed at a meet-

ing at Maastricht in the Netherlands and signed in 

a watered-down form in Edinburgh in 1992. It was 

rejected and then accepted by the voters of Denmark 

Iron rice bowl The system of lifelong employment, 

wage equality and comprehensive welfare provision for 

workers in China.

IRDAC Industrial Research and Development Advi-

sory Committee of the Commission of the European 

Communities.

IRS Industrial Relations Services. A data gathering and 

publications bureau that collects and analyses move-

ment in key variables of importance to the study and 

practice of industrial relations.

ITBs Industrial Training Boards. Set up in 1964 to moni-

tor training in various sectors of the economy. Most 

were abolished in 1981, but a few still survive.

JCC Joint consultative committee; body made up of 

employee representatives and management, which 

meets regularly to discuss issues of common interest.

Job enlargement Related to job rotation, whereby a job 

is made bigger by the introduction of new tasks. This 

gives greater variety in job content and thereby helps 

to relieve monotony in repetitive jobs such as assembly 

line working.

Job enrichment Adds to a cycle of work not only a 

variety of tasks but also increased responsibility to 

workers. Most associated with autonomous work 

groups introduced into Volvo’s Kalmar plant in Swe-

den in the 1970s.

Job rotation Originally introduced in the 1970s for 

members of a team to exchange jobs to enliven work 

interest, but also used recently to promote wider skills 

experience and flexibility among employees.

JV Joint venture.

Keiretsu A form of inter-company organisation in Japan 

that consists of a set of companies that hold shares in 

each other and have shared business relationships.

Knowledge-based age Reflects the move to a global 

environment, where tacit and explicit knowledge 

becomes a key source of competitive advantage for 

organisations.

Knowledge-based organisation One that manages the 

generation of new knowledge through learning, captur-

ing knowledge and experience, sharing, collaborating 

and communicating, organising information and using 

and building on what is known.

Labour process The application of human labour to 

raw materials in the production of goods and services 

that are later sold on the free market. Labour is paid a 

wage for its contribution, but capital must ensure that 

it secures value added over and above what it is pay-

ing for. Some call this efficiency. Others prefer the term 

‘exploitation’.

Learning Complex cognitive, physical and affec-

tive process that results in the capacity for changed 

performance.
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a national system for the recognition of vocational 

qualifications.

Nenko Japanese term meaning seniority and ability. One 

of the ‘three pillars’ of the Japanese employment system.

Networking Interacting for mutual benefit, usually on 

an informal basis, with individuals and groups internal 

and external to the organisation.

New Deal Government initiative that provides training 

for 18–24 year-olds who have been out of work for more 

than six months, and 25-year-olds and over who have 

been unemployed for longer than two years.

New Deal in America Programme of  economic 

and social reconstruction initiated by President F.D. 

Roosevelt in 1933 that aimed to lift the USA out of the 

Great Depression that hit the country in 1929.

NHS National Health Service.

NHS Trusts Local NHS organisations responsible for 

distributing NHS funds and managing services. Pri-

mary Care Trusts (PCTs) are responsible for managing 

80 per cent of NHS funds and they cover GP services, 

dentists, opticians and pharmacists. Other trusts are 

ambulance trusts, hospital trusts and mental health and 

social care trusts.

NIZ (New Industrial Zone) These are new industrial 

zones in India, which have emerged since the 1990s, 

driven by the dynamics of high levels of foreign direct 

investment in manufacturing, neoliberal state policies 

and a large pool of workers.

Non-union firms Organisations which do not recog-

nise trade unions for collective bargaining purposes; 

this may be throughout the organisation or at plant or 

business unit level. So, for example, IBM, frequently 

quoted as an example of a soft-HRM non-union firm, 

does in fact recognise unions in Germany, as does 

McDonald’s, another organisation strongly associated 

with an anti-union stance.

NSTF National Skills Task Force.

Numerical flexibility The ability of management to 

vary headcount in response to changes in demand.

NVQs National Vocational Qualifications. An attempt 

to harmonise all VET qualifications within the UK by 

attributing five levels to all qualifications, from level 1, 

the lowest, to level 5, the highest.

ONS Office of National Statistics.

Open system System that is connected to and interacts 

with other subsystems and its environment.

OSC Occupational Standards Council.

Over-education or over-qualification A situation 

whereby people hold qualifications over and above 

those required for their job.

Paired comparisons A system of appraisal that seeks 

to assess the performance of pairs of individuals, until 

each employee has been judged in relation to each other.

in two referendums. It concerns extending aspects of 

European political union (EPU) and European and 

Monetary Union (EMU).

Management gurus Phenomenon of the 1980s, when 

academics, consultants and business practitioners began 

to enjoy celebrity status as specialists on the diagnosis 

of  management problems and the development of 

‘business solutions’. Includes people such as Tom 

Peters, Rosabeth Moss Kanter, John Harvey Jones and 

M.C. Robert Beeston.

McDonaldisation The reduction of organisation to 

simple, repetitive and predictable work processes that 

make the labour process more amenable to standardised 

calculation and control.

MCI (Management Charter Initiative) Employer-

led initiative with the aim of developing recognised 

standards in management practice.

Measured day work (MDW) A system within which 

pay is fixed against specific levels of  performance 

during the ‘day’ rather than by the hourly performance 

or piece-rates.

Mentor More experienced person who guides, encour-

ages and supports a younger or less experienced person.

MSC (Manpower Services Commission) Previously 

had responsibility for training but was abolished in 

1988.

Mission statement A statement setting out the main 

purpose of the business.

NACETT National Advisory Council for Education and 

Training Targets, now incorporated into the Learning 

and Skills Councils.

NALGO National and Local Government Officers Asso-

ciation. See Unison.

NASUWT National Association of  School Masters/

Union of Women Teachers.

National curriculum Obligatory subjects of the UK 

school system, introduced via the Education Reform 

Act 1989.

National Minimum Wage Introduced by the National 

Minimum Wage Act 1998, this sets the minimum rate 

of reward any worker can receive on an hourly basis. 

The scale is age-related and linked to inflation through 

an annual upgrade.

NATO North Atlantic Treaty Organization. Western 

defensive alliance set up originally in 1949 to promote 

economic and military cooperation among its members. 

The original members were Belgium, Britain, Canada, 

France, Italy, Norway, Portugal and the Netherlands. 

Greece and Turkey joined in 1952, and the former West 

Germany in 1955.

NCU National Communications Union.

NCVQ (National Council for Vocational Qualifica-

tions) Government-backed initiative to establish 
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hospital building, road construction, etc. to the pri-

vate sector, and then leases back the service over an 

extended period of time.

Privatisation The transfer of productive activities from 

public to private ownership and control. Privatisation 

was a key element of economic policy under the Con-

servative governments of the 1980s and 1990s when the 

coal and steel industries, the telephone service, water, 

gas and electricity supply and railways among others 

were transferred from public to private ownership.

Psychological contract The notion that an individual 

has a range of expectations about their employing 

organisation and the organisation has expectations of 

them.

Psychological (psychometric) testing Specialised tests 

used for selection or assessing potential. Usually in the 

form of questionnaires. They construct a personality 

profile of the candidate.

Public–Private Partnerships (PPP) Collaboration 

between public bodies, e.g. government or local 

authorities, and private businesses to provide goods 

and services. See Private Finance Initiative.

Quality circle (QC) Group made up of 6 to 10 employees,  

with regular meetings held weekly or fortnightly during 

working time. The principal aim is to identify problems 

from their own area.

Ranking A method of assessing and ordering individual 

performance using a predetermined scale.

Rating A determined measure or scale against which an 

individual’s performance is measured.

Reification The conceptualisation and treatment of a 

person or abstraction as though they were things.

Resource-based view Strategy creation built around 

the further exploitation of core competencies and stra-

tegic capabilities.

RCN Royal College of Nursing.

Rhetoric The often subtle and unacknowledged use of 

language to ‘persuade, influence or manipulate’.

Rightsizing – see Downsizing.

Scientific management – see Taylorism.

Single-loop learning Detection and correction 

of  deviances in performance from established 

(organisational or other) norms. Double-loop learning is 

the questioning of those very norms that define effective 

performance (compare efficiency and effectiveness).

Single-table bargaining Arrangement under which 

unions on a multi-union site develop a mutually agreed 

bargaining agenda, which is then negotiated jointly 

with management.

Single-union deal Arrangement under which one trade 

union operates to represent all employees within an 

organisation; this is usually a preferred union spon-

sored by management.

Paradigm A well-developed, and often widely held, set 

of associated assumptions that frames the interpreta-

tion of reality. When these assumptions are undermined 

by new knowledge or events, a ‘paradigm shift’ occurs 

as the old gives way (often gradually and painfully) to 

a new paradigm.

Payment by results Reward systems under which 

worker output or performance determines elements of 

the package.

PCT Primary Care Trust – see NHS Trusts.

Performance-related pay Payment systems which 

in some way relate reward to either organisational 

or individual performance. Often used as a way to 

motivate white-collar workers, usually based on a 

developed appraisal system.

Phenomenology Concerned with understanding the 

individual’s conscious experience. It takes a holistic 

approach and acknowledges the significance of 

subjectivity.

Pluralism Theoretical analysis of  the employment 

relationship that recognises inequality between capital 

and labour where each of  the interest groups has 

some conflicting and some common aims. To address 

these issues, pluralists argue that employees should 

be facilitated to act collectively, usually as a trade 

union, to redress such imbalances. Management, as 

the representatives of  employers, should engage in 

collective bargaining with trade unions to establish 

consensual agreements on issues of  conflict and 

commonality.

Positivism The orthodox approach to the understand-

ing of reality, and the basis for scientific method.

Post-Fordism A claimed epochal shift in manufacturing 

that sees a move away from mass production assembly 

lines and the development of  flexible systems that 

empower and reskill line workers. Associated with the 

move towards niche products and volatile consumer 

demand.

Postmodernism A term used (often loosely) to denote 

various disjunctions from, fragmentations in, or chal-

lenges to previously common understandings of knowl-

edge and social life.

PRB Pay review body.

Predetermined motion time (PDMT) systems A mem-

ber of the time-rate pay systems family under which 

rewards are calculated based on time and piece. As 

a standard form of incentive bonus scheme, PDMT 

schemes rewards are set using the pseudo-scientific 

measurement of activity.

Profit sharing Scheme whereby employees are given a 

bonus or payment based on a company’s profits.

Private Finance Initiative (PFI) Where the government 

contracts out projects such as prison management, 
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The supervisory board appoints, oversees and advises 

the management board. It also participates directly in 

key strategic decisions. Supervisory boards are elected 

by shareholders and where firms employ more than 500 

employees in Germany, membership of the board must 

also include employee representatives. Employee repre-

sentatives make up one-third of the supervisory board 

membership in companies having 500–2000 employees 

and half of the membership in companies having over 

2000 employees.

Sustainable competitive advantage The ability of an 

organisation to add more value than its rivals in order 

to gain advantage and maintain that advantage over 

time.

SVQs Scottish Vocational Qualifications.

Synergy Added value or additional benefit that accrues 

from cooperation between team members, or depart-

ments, such that the results are greater than the sum of 

all the individual parts.

System Assembly of parts, objects or attributes inter-

relating and interacting in an organised way.

Systemic Thinking about and perceiving situations, 

problems and difficulties as systems.

Tacit knowledge Knowledge that is never explicitly 

taught, often not verbalised, but is acquired through 

doing and expressed in know-how.

Taylorism, Taylorist a systematic approach to work 

organisation named after Frederick Winslow Taylor. 

Involves time and motion study, specialised sub-division 

of labour and close management control. Also referred 

to as ‘scientific management’.

Team briefing Regular meeting of groups of between 

four and 15 people based round a common production 

or service area. Meetings are usually led by a manager 

or supervisor and last for no more than 30 minutes, 

during which information is imparted, often with time 

left for questions from employees.

TECs Training and Enterprise Councils. These oper-

ated in England and Wales and were made up of local 

employers and elected local people, to create local 

training initiatives in response to local skill needs. Their 

function was taken over in 2002 by Learning and Skills 

Councils – see LSC.

Theory ‘X’ and ‘Y’ Based on McGregor’s thesis on man-

agerial change. Two contrasting views of people and 

work. Theory X sees people as inherently lazy, unambi-

tious and avoiding responsibility. Theory Y sees work 

as natural as rest or play and being capable of provid-

ing self-fulfilment and a sense of achievement for those 

involved.

Thinking performer A set of competencies that should 

guide CIPD members (Chartered Institute of Personnel 

and Development) through their careers.

Social Chapter Another name for the Social Charter, 

which emerged from the Maastricht meeting in 1989.

Social Charter A programme to implement the ‘social 

dimension’ of the single market, affording rights and 

protection to employees.

Social complexity The complex interpersonal 

relationships that exist within organisations, within 

and between teams and individuals.

Social constructionism Holds that an objective reality 

is not directly knowable. The reality we do know is 

socially constructed through language, discourse and 

social interaction.

Social partnership Process whereby employers and 

employees establish a framework of rights based upon 

minimum standards in employment, flexibility, security, 

information sharing and cooperation between manage-

ment and employees’ representatives.

Social relations of production The patterns and 

dynamics produced and reproduced in action by indi-

viduals and collectives employed in the labour process.

Sociotechnical The structuring or integration of 

human activities and subsystems with technological 

subsystems.

SOE State-owned enterprise.

Soft HRM A view of HRM that recognises employees 

as a resource worth investing in, and tends to focus on 

high-commitment/high-involvement human resource 

practices; see also Hard HRM.

Stakeholders Any individual or group capable of affect-

ing or being affected by the performance and actions of 

the organisation.

Stakeholder society One in which individuals recognise 

that only by making a positive contribution to contem-

porary society can they expect a positive outcome from 

society.

Stakeholders in social partnership Those groups with 

an interest in promoting strong social partnerships at 

work, i.e. the state, employers and their organisations, 

employees and their organisations.

Strategic management The process by which an organ-

isation establishes its objectives, formulates strategies 

to meet these objectives, implements actions and meas-

ures and monitors performance.

Suggestion scheme Arrangement whereby employees 

are encouraged to put forward their ideas for improv-

ing efficiency, safety or working conditions. Payment 

or reward is often given related to the value of the 

suggestion.

Supervisory boards Part of  the dual management 

board structure required by law in all German enter-

prises listed on the German stock exchange. Day-to-day 

management is the responsibility of the management 

board, which is accountable to the supervisory board. 
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Vision (statement) A desired future state, or an attempt 

by an organisation to articulate that desired future 

state.

VQs Vocational qualifications.

Wa Japanese term for harmony.

Wage drift A gradual and uneven increase in wages in 

certain sectors of the economy resulting from variable, 

informal bargaining activities reflecting areas of local-

ised union strength. Such increases are supplementary 

to any formally agreed wages formula. If  allowed to 

grow unchecked, this practice can lead to inflationary 

measures.

Weberian bureaucracy Associated with the research 

and writing of  the sociologist Max Weber (1864–

1920), who observed and studied the growth of vast 

organisational bureaucracies. Notable for the extreme 

degree of functional specialisation, formal rules and 

procedures, and long lines of command and authority. 

Staffed by professional, full-time, salaried employees 

who do not own the resources and facilities with which 

they work.

WERS Workplace Employment Relations Study. The 

Workplace Employment Relations Study (WERS) series 

commenced in 1980 and has mapped employment rela-

tions extensively over three decades. It provides insights 

into employment relations in Britain by collecting data 

from a representative sample of British workplaces. The 

sixth survey was carried out in 2011.

Works councils Committees made up either solely of 

workers or of joint representatives of workers, manage-

ment and shareholders, which meet, usually at company 

level, to discuss a variety of issues relating to workforce 

matters and sometimes general, wider-ranging organi-

sational issues. Usually supported by legislation, which 

compels organisations to set them up.

YT Youth Training (formerly Youth Training Service, 

YTS).

Zaibatsu Large, diversified Japanese business groups, 

which rose to prominence in the early twentieth century, 

such as Mitsubishi, Mitsui and Sumitomo.

Zero-hours contract A contract of employment con-

taining provisions which create an ‘on call’ arrangement 

between employer and employee. It does not oblige the 

employer to provide work for the employee, nor does 

it oblige the employee to accept the work offered. The 

employee receives compensation only for hours worked.

Tight labour market Sometimes called a ‘shortage’ 

labour market, where there a high levels of employment 

and demand exceeds supply or the supply for certain 

types of workers with specific skills sets is insufficient 

to meet demand.

TQM Total quality management, an all-pervasive sys-

tem of management-controlled employee involvement 

based on the concept of quality throughout the organi-

sation in terms of product and service, whereby groups 

of workers are each encouraged to perceive each other 

(and other departments) as internal customers. This 

ensures the provision of quality products and services 

to external customers.

Transferable skills Skills that can be used anywhere in 

the economy.

Tripartism Systems of industrial relations whereby the 

state, employers’ associations and trade unions oversee 

and govern labour market initiatives and related poli-

cies, e.g. wage levels and increases.

Trust Schools State-funded schools supported by a 

charitable trust that has enhanced freedom to manage 

its own operations; see also Foundation schools.

TUC Trades Union Congress.

TUPE Transfer of Undertakings (Protection of Employ-

ment) Regulations.

UNICE Union of Industrial and Employers Confedera-

tions of Europe.

Underemployment An employment situation that 

is insufficient in some important way for the worker, 

relative to a standard. The term is most widely used 

to explain the predicament individuals find themselves 

in when they occupy a part-time job despite desiring 

full-time work.

Unison Public service union formed following merger 

of COHSE, NALGO and NUPE.

Unitarism Theoretical analysis of  the employment 

relationship based on managerial prerogative, valuing 

labour individually according to market assessments, 

and which views organised resistance to management 

authority as pathological.

Value chain A framework for identifying where value is 

added and where costs are incurred.

VET Vocational education and training.

Vertical integration In terms of SHRM, the level of 

alignment between an organisation’s business strategy 

and its HR strategy, policies and practices.
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