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Managing the Human Resource in the 21%t Century Introduction

1. Introduction

This study guide provides an overview of the most important topics and current debates covered in Human
Resource Management (HRM) field at undergraduate level. Its aim is to help students in their
understanding of what HRM is, how it functions in organizational settings, why people are important as
organizational resources and how this resource can be effectively managed in the 21% Century.

The guide concentrates on the basics of organisational behaviour and Human Resource Management. The
guide approaches HR topics by laying down the basic organisational issues and factors that affect
employees at work. It is most likely that one can a write a book on each topic covered in this study guide;
however, | have tried to cover as many key points as possible to provide you with the necessary
foundations. In addition, I have written some questions at the end of each chapter for you to measure your
own understanding.

Chapter 2 of this study guide explains the nature of people and their role in organisations. Chapter 3
focuses on Human Resource Management, its definition, background and its importance as a strategic
organisation function. Chapter 4 covers employee motivation and commitment by giving their definitions,
looking at the main theories of motivation and commitment and factors that affect employees at work. In
Chapter 5 the importance of groups and teams in organisations are covered. Next, organisational culture,
role of HRM regarding culture and factors that shape organisations’ culture is examined in Chapter 6.

In Chapter 7, organisational structure is defined along with bureaucracy and its influence on structures.
Emerging structures, the importance of joining-up departments through the use of technology and the role
of HRM in this process are highlighted. Chapter 8 focuses on individual and organisational learning,
training and changing trends in training at work, while finally Chapter 9 sums up the main issues that
concern HR practitioners in today’s’ business environment, followed by the list of references.

It is my sincere hope that you will find this study guide easy to follow and as a useful tool to support
your studies.
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2. People and Organisations

2.1 People

Humans are social beings; we seldom live and work in isolation. Whether consciously or unconsciously,
we are always in interaction with other people and we are continually planning, developing, managing and
ceasing our relations with others. These relations do not appear out of nowhere. They depend on our
actions and our ability to manage our actions. From an early age we gain knowledge and experience on
understanding others and the way people behave in certain situations. Later in life we develop on this
understanding further and carry it with us to our workplace.

However, dealing with people is probably the most difficult thing we will ever encounter in life. People
are very complex creatures. Not a single person thinks, feels, sees, hears, tastes, understands and behaves
the same way. We all come from different ethnic, cultural, national, religious and political backgrounds.
This makes each and every one of us unique with different set of morals, beliefs and values. This
complexity and variety also reflects on our everyday work lives. People’s characteristics, values and
beliefs form attitudes and behaviours that strongly influence their choice of employment.

Scientists argue that people’s genes and their environment affect their intellectual capacity, their intentions
and their tendencies which generate people’s actions and determine their behavior. People do things their
own way, for their own reasons. In other words, people have different agendas some of which are kept
hidden. Almost every day organization strategies on how to manage people effectively come and go at
lightning speed. We probably have more “management gurus” than A-list celebrities put together around
the world. The quest to establish a set of universally accepted policies and procedures of people
management in every organisation still seems to be a utopia.

However, this complexity and variety in the workplace often regarded as a problem. It is true that
complexity is a management challenge, however, complexity is simply about the way we are. As it is
natural for a dog to bark, it is natural for people to be complex. After all, everything changes and nothing
is stable. Nevertheless, the law of cause and effect states that for every action there is a reaction. When
this is applied to people management we can see that the input of HR practitioners affects people’s actions
and reactions. Thus, in this sense, managing people can be seen as the most important task at work.

Management cannot simply set certain policies and procedures in place and then sit back and watch the
days go by. Managers need to put in the time and the effort it takes to deal with the complexities of
employees. However, realistically, it is extremely difficult and in most cases impossible, to achieve this
task fully. While some people will be content with the way things are, others will be unhappy about the
decisions management makes. Some employees will work hard to achieve the goals that are set by
management, while others will be unhelpful, obstructive and uncooperative. There will be organisational
complexities in the microenvironment (inside the organisation) and microenvironment (outside the
organisation). Internally, managers need to respond to a very diverse workforce and variety of business
models for various different business units. Externally, things can be worse for managers where the
complexity, variety and diversity is even higher in customer needs, logistics, cultural values, government
regulations, investors, etc.
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In addition, organisations have to deal with interdependence. It is evident that every organisational
function and process is interdependent. In other words, everything we do is related to everything else. For
example, according to the ‘the butterfly effect’ when a butterfly moves its wings on one side of the world,
it can create a tornado in the other (Gleick, 1998). The less rigid organisational borders are, the easier it
gets for the organisation to take advantage of globalisation. Because the more open minded and flexible an
organization is, the easier it will be to adapt new structures, philosophies and ways of performing that is
needed to meet the demands of an international customer base. However, this also means that
organisations are more and more exposed to the effects of the problems around the globe such as the
recent economic crisis.

Moreover, the business environment today is no clearer than of yesterday. Although organisations are
flooded with more and more information each day, they cannot always interpret, understand and make
sense of information. Most of the time, people in organisations have to cope with ambiguity. Employee
meetings, management reports, executive directives are becoming less solid and more open to
interpretation. This, of course, is not always a harmful environment for organisations, because it allows
people to have flexibility in their decisions and the way they do certain tasks, but nevertheless it will be
naive to assume that every employee can cope with ambiguity and interpret information correctly and
apply their understanding to tasks effectively.

It is clear that management on its own cannot cope with everyday tasks and processes of organisational
life and find effective ways to manage people by constantly providing clear guidelines and instructions,
keeping the morale and motivation high and finding better ways for each employee to develop and
flourish in the workplace. The demands of the changing nature of individuals and work require a more
sophisticated management function which focuses not only on the short-term, day-to-day concerns of the
individual and the organisation, but also on long-term, strategic organisational goals and individual needs.

2.2. Organisations

From the time we get out of bed we are involved in organisational life. For example, the minute we get up
and use the bathroom or make a cup of tea in the morning, we are engaging services such as electricity,
water, sanitation, etc. which are provided by organisations. Organisations are an important part of our
daily lives and it is hard to imagine a day without engaging in a task that does not have an input from an
organisation (e.g. schools, universities, hospitals, places of worship, local government, etc.)

Mullins (2005: 114) describes an organisation as “a consciously, coordinated unit created by groups in
society to achieve specific purposes common aims and objectives by means of planned and coordinated
activities”. Organisations are created by people who decide to work together in order to attain their
specific objectives. Organisations function through the division of labour and on a hierarchy of authority.
People and business processes are structured to achieve organisational objectives.

There are three main types of organisations in the business environment: private, public and non-profit
organisations. Private sector organisations are governed by the laws of capitalism. Their main aim is to
make private profit and they have no governmental component in their structure. McDonalds, Marks and
Spencer and Manchester United FC are some examples of private sector organisations.
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Public sector organisations, on the other hand, are owned and controlled by the government. Their main
aim is not to make profit, but to deliver government services to citizens at national, regional and local
levels. The NHS (National Health Service), the Army and local councils are some examples of public
sector organizations.

Non-profit organisations (NPOs) are the ones that provide goods and services for the benefit of society
without seeking private profit in return. Any profit that is made by a non-profit organisation is kept in the
organisation for future use and not owned by any individual or a group. Examples of a non-profit
organization are Oxfam or the Medecins Sans Frontieres — Doctors Without Borders. For example, in
Medecins Sans Frontieres, doctors work on a voluntary basis to help people whose lives at risk due to
violence, neglect or catastrophe in world’s most dangerous places. The organisation runs with the help of
donors and government funds.

Organisations depend on people. We can even be more direct and say, there can be no organisation
without people. Organisations do what people do. An organisation behaves the way its employees behave,
the way its managers direct it. What is an organisation if there are no people in it? It is just a collection of
buildings, car parks and some furniture.

SIMPLY CLEVER

We will turn your CV into
an opportunity of a lifetime

Do you like cars? Would you like to be a part of a successful brand?
We will appreciate and reward both your enthusiasm and talent.
Send us your CV. You will be surprised where it can take you.

9

Click on the ad to read more

Download free eBooks at bookboon.com



http://www.employerforlife.com

Managing the Human Resource in the 21%t Century

People and Oranisations

Although organisations are mostly seen as physical structures (e.g. a particular building), they are social
systems or a set of social processes. A social process such as an organization can include a range of social
practices such as meetings, discussions, policies, regulations, bureaucracies and so on. Buchanan &
Huczynski (2004: 874) defines an organisation as “a social arrangement for achieving controlled

performance in pursuit of collective goals”.

The previous section, there are many forces affecting organisations. These can be divided into two groups:
Competitive and social forces (Sparrow and Hiltrop, 1994). There are likely to be countless competitive
and social forces that can affect an organisation but for practical reasons we can group them as follows:

- Competitive forces: National and international competition, productivity, removal of trade
barriers, privatisation and rapid changes in technology
- Social forces: Unemployment, ageing workforce, immigration, shift to knowledge workers, skill
shortages, changing customer values and labour mobility

Competitive Forces

National
competition

International
competition

Productivity

Organisations

Social Forces

Unemployment

Ageing workforce

Immigration

Shift to knowledge
workers

barriers

Removal of trade 7

Privatisation

Rapid changes in
technology

Skill shortages

i\

Changing customer
values

Labour mobility

Figure 1 Forces affecting organisations (adapted from Sparrow and Hiltrop, 1994: 91)

2.3 People in Organisations

Organisations are created by the rules and resources drawn upon and enacted by people; and the nature of
organisations is a result of people’s actions. Thus an organisation’s behaviour reflects people’s
psychological, ethnic, racial, cultural, political and social make-up. People are the most important assets of

an organization.
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The importance of people as vital assets, is largely overlooked today. Our human insecurities and fantasies
seem to reflect on the way we organise work. Just remember some of the futuristic films where the robots
that we create end up being stronger and more intelligent than us and become a major threat to our way of
life and our survival. This is what is happening today in the business environment. Organisations are
becoming larger than life and take on their own characters, images, attitudes and intelligence. Large
corporations are even taking this one step further and becoming very influential in the way major
economic and military powers of the world make their decisions on political, economic, social,
technological, environmental and legal affairs.

The importance of people in organisations is immense because it is the people that plan, design,
implement, sustain and end an organisation’s life. From this rather simplistic but vital point, we can
assume that one of the most important functions in an organisation is the management of the human
resource function.

The story of organisations in the last few decades can be summarised in the assertion that there has been a
move from institutional authority embodied in the structures of the organisations towards more flexible
relations of management. There is a shift in the management paradigm from ruling to governing. It can be
traced back to Foucault’s governmentality (Foucault, 1991). We can trace the shift from ruling to
governing, that is, towards guiding, directing, motivating and shaping people to do what is best for them
and for organisations as a whole. Thus organisations are constantly redefining themselves as they are
managed.

In the late 1980s business and management research began to highlight that some organisations are
managed better than others. They soon discovered that what they really meant was that some managers are
better at getting the job done through establishing relationships. Previous research highlights that those
managers spend around 80% of their time interacting with their employees.

Dissatisfaction with the quality of services is one of the main reasons why effective people management is
necessary in organisations. Changing expectations of customers, growth in Internet usage, and rapid
development of e-Commerce have pressured organisations in every sector to make improvements in its
service delivery and employee effectiveness. Organisations are transforming from traditional bureaucratic
institutions to flexible service organisations with a focus on employee effectiveness and development.

It is evident that individual skill and talent is no longer sufficient for organizational success. The really
important element is the human capital. Human capital often refers to the characteristics and skills people
bring to an organisation such as commitment, loyalty, expertise, etc. However, human resources are very
different from other resources in organizations. As mentioned earlier, people have different backgrounds,
values, beliefs, levels of experience and knowledge, so, their contribution to the organisation as a resource
is highly unpredictable, unique and has potential for further development.
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2.4 People, Organisations and Employment

Today the success of individuals and organisations are measured by their adaptability to change.
Organisations have abandoned the traditional thinking of what work is and how people should work.
Employment now means more than having a job. It is not just something an individual does, but a
combination of shared responsibilities and duties between the organisation and the individual.
Employment consists of two sets of contracts: legal and psychological.

A legal contract is a written agreement between the individual and the organisation that sets out the terms
and conditions of employment. A psychological contract, in contrast, is a metaphor used to describe a set
of unwritten and unspoken set of expectations between the individual and the organisation.

The changing nature of work and organisation has led to a situation where there are no longer jobs for life.
This means individuals no longer have to have long-term contracts and organisations are not guaranteed to
have employees that will stay loyal and committed. Traditionally organisational commitment is the
ultimate norm but nowadays an employee can walk out of the door with his/her intellectual assets after a
couple of months notice and start working for the competitor organisation.

It is evident that employee commitment, motivation and job satisfaction are related and dependent on each
other, and that their combination leads to improvements in employee performance. However, mutual trust,
commitment and the bond between the individual and the organisation is no longer strong. Instead of
relying on traditional methods of improving and developing commitment, there is a need to find new ways
to build an effective bond between the individual and the organisation.
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HRM can be a useful function in building this bond by sustaining inward investment in organisations. It is
absolutely vital that organisations should see their employees as valuable assets not just a file or a number
in a spreadsheet. Employees are now expecting their employers to invest on their training and
development and in return the organisations expect employees to be flexible, creative and productive. This
psychological contract can be seen as a fair deal since it does not favour the employees and cannot easily
be put in practice by the organisations.

The psychological contract does not favour the employees because employees no longer have long-term
job security and are constantly vulnerable to changing employment conditions. Employees always have to
find ways to improve their knowledge and develop their skills because the labour market is fierce. There is
always someone who has more qualifications, who can speak more languages, who can type faster, etc. In
addition, many organisations offer short-term contracts, mostly on project basis. Therefore, the future of
one’s employment is not very clear. It might take months or years to find a new employer or a new project
to work for.

It is not easy for organisations to find time and resources to allocate for training and development of its
employees. Although employees have training and development needs, organisations have customers to
satisfy and deadlines to meet. Work responsibilities of the employee have to be allocated to someone else
if he/she needs to be away in training for a week or two. This might mean recruiting other employees on a
short-term basis and more employees mean more wages to be paid. In this sense, psychological contract is
not an easy agreement for an organisation to fulfil.

Organisations not only have to match the organisational needs, but also the values of its employees. The
responsibility of the employment of psychological contract is mostly given to the HR function because
HRM a set of policies and procedures that govern the nature of work and regulate the relationship between
the employee and the organisation. The next chapter will look into the nature of HRM and its importance
in more detail.

/Review Questions: \

1. Have you ever been a member of an organisation? What makes you think it fits into the description of an
organisation?

2. Which individual characteristics will give you a competitive edge in the new business environment?

3. How do you think your future employment will be effected by the changing nature of work?

4. If you are looking for work (or working), what do you expect from your employer? What do you think your

k employer expects from you in return? /
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3. Human Resource Management

Since the mid-1980’s Human Resource Management (HRM) has gained acceptance in both academic and
commercial circles. HRM is a multidisciplinary organizational function that draws theories and ideas from
various fields such as management, psychology, sociology and economics.

There are countless definitions of what HRM is or should be and there is not one definition that can define
what HRM exactly is. There is no “best way” to manage people and no manager has formulated how
people can be best managed because managing people is not a straightforward thing. People are complex
beings that have complex needs. Effective HRM very much depends on the causes and conditions that an
organisational setting would provide.

Although the nature of people at work and their complexities make their management a difficult task, it
provides a unique opportunity for academic (e.g. universities) and professional bodies (e.g. Chartered
Institute of Personnel and Development - CIPD) to investigate HR related issues and continuously aim to
develop HRM practices and improve the way human resources are managed in organisations.

3.1 Origins of HRM

Any management idea that is used to help managers understand the complexities of people at work is
always based on what is already known and what has been a success or a failure due to certain causes and
conditions in an organisational context.

Imagine yourself living around 3000 BC in today’s Wiltshire, UK. You are involved in a building project
to built one of the most important prehistoric monument in the world- the Stonehenge. You are to
transport stones weighting around 4 tons from the Preseli Mountains, in south-west Wales, 140 miles
away from the building site. You will be working with many other people in mostly unpleasant working
conditions where you will be subject to lifting heavy objects, possibly injuring yourself countless times,
seeing some of your colleagues get seriously hurt or even die. You will be working in long shifts in cold
and rainy weather and probably be paid only in food if you are lucky. You will see some people dressed in
better clothes, walking around checking how things are done, shifting people around the building site,
allocating them to tasks according to their skill levels and strength, overseeing the whole project. Those
people are the equivalent of today’s managers whose responsibilities range from managing resources,
overseeing the project and ensuring everything works according to the plan.

Just like today’s managers, those in 3000 BC faced resource problems: how to find skilled people for the
right tasks, how to make sure people do what they should be doing, how to keep people going when the
times are tough, etc. In terms of management challenges not much has changed. However, as our social,
cultural, economic and political systems have changed the way we work and our working conditions also
changed tremendously.
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It is becoming increasingly old fashioned to work for an organisation for life. Today, managers are not
only responsibly for getting the job done but also responsible for finding the right people for the right job,
getting the job done on time, save costs, liaise with various stakeholders, develop and retain existing staff,
keep staff morale high, increase staff productivity, etc.

In 3000 BC the most important managerial task was to finish the project at all costs; in 21% Century,
however, we are trying to create a healthy balance where organisational targets are achieved and
individual needs are met as much as possible.

The roots of people management can be traced all the way back to Stonehenge, but people management as
we know it today probably stems from the Institute of Personnel Management (IPM); established in 1946
main aim of which was to meet the increasing need for labour and personnel specialists.

Between 1950 and 1970 the UK government passed legislations in which employment laws were created
to improve conditions at work, meet employee’s health and safety needs, increase employees’ rights, keep
employment records (start date, pay, holiday entitlement, etc.) and introduce personnel specialist in the
workplace. In 1960s, management thinkers Maslow, Argyris and Herzberg placed greater emphasis on
human resources and draw attention to the importance of issues such as motivation, commitment, learning
and development. In 1970, new legislations promoting employment standards and sexual equality at work
sealed the importance of the personnel management function at work.

In the 1980s and 1990s the traditional personnel management function was under heavy criticism both
from the academic and commercial institutions. It was argued that the traditional personnel management
functions were not adequate and sophisticated enough to cope with the uncertainties of the environment,
people and changing nature of work. Thus, Human Resource Management was born out of the debate that
a more sophisticated model of people management is needed to cope with these uncertainties, not only on
the operational level but also on the strategic level to achieve competitive advantage.

3.2 Definitions of HRM

Resource, in its organizational context, is defined as ‘anything that could be thought of as a strength or
weakness of a given firm’ including tangible and intangible assets (Wernerfelt, 1984: 172). There are three
main organizational resources: human resources, financial resources and technological resources. The
term human resource management has been subject to considerable scrutiny and its philosophy and
character has been the focus of continuous debate, and a widely accepted definition does not exists,
however, below are some definitions of HRM from its early years to date which can be useful in capturing
a glimpse of its philosophy and use:

The purpose of HRM is to ensure that the employees of an organization are used in such a way that the
employer obtains the greatest possible benefit from their abilities and the employees obtain both material
and psychological rewards from their work (Graham, 1978).

“HRM is a distinctive approach to employment management which seeks to achieve competitive
advantage through the strategic deployment of a highly committed and capable workforce, using an array
of cultural, structural and personnel techniques.” Storey (1995: 5).

15

Download free eBooks at bookboon.com



Managing the Human Resource in the 21%t Century Human Ressource Management

“HRM is a managerial perspective which argues the need to establish an integrated series of personnel
policies to support organizational strategy.” Buchanan and Huczynski (2004: 679).

“HRM is a strategic approach to managing employment relations which emphasizes that leveraging
people’s capabilities is critical to achieving competitive advantage, this being achieved through a
distinctive set of integrated employment policies, programmes and practices.” Bratton and Gold (2007: 7).

Although there is no consensus on the definition or the characteristics of HRM it can be seen from the
above definitions that HRM is a combination of people-oriented management practices that views
employees as assets, not costs; and its main aim is to create and maintain a skilful and committed
workforce to gain competitive advantage.

The differences in the interpretation of HRM have created two different schools of thought: soft and hard
variants of HRM (Storey, 1992). Soft and hard HRM are also often defined as two main models of HRM.
Soft HRM focuses on employee training, development, commitment and participation. It is used to define
HR functions aimed to develop motivation, quality and commitment of employees; hard HRM, on the
other hand, concentrates mostly on strategy where human resources are used to achieve organisational
goals. It is also associated with cost control and head count strategies, especially in business processes like
downsizing, lowering the wages, shortening comfort breaks, etc. (Beardwell and Claydon, 2007).

~
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Nevertheless, one should bear in mind that hard approaches to HRM contains elements of soft practice and
vice versa. For example, one cannot rule out the issues of employee morale and motivation when planning
cost reductions through lowering wages. Just like people come in different shapes and sizes, organizations
has different understandings of HRM. One should remember that HRM cannot be defined in isolation but
it has to be defined according to its political, economic and social context; thus it is acceptable to have
variations in its definition and use.

Situational factors Interest of Stakeholders
Workforce characteristics Management
Business strategy and conditions Shareholders
Management philosophy <:::> Employee groups
Labour Conditions Government
Task technology Communities
Laws and societal values ’l I‘ Unions
~ z

HRM Policy Choices
Employee influence
Human resource flow
Reward and work systems
11
HRM Outcomes
Commitment
Competence

Congruence
Cost-(i_t[elctiveness

L

Long-term consequences
Individual well-being
Organisational effectiveness
Societal well-being systems

Figure 2 The HRM framework (adapted from Beer et al. 1984: 16)

Contrary to the common understanding, HRM is not a fancy name to describe personnel management or
an attempt to make personnel management sound more interesting. Although HRM as we know it today
has its root in the philosophy of personnel management, there are fundamental differences between the
two. One of the most important distinction lies within their aims. Personnel management regards
employees as cost and aims to minimize cost and increase productivity. HRM, however, sees employees
as human resources and its main aim is to improve, develop and retain this resource.

The second distinction is their function. Personnel management has its roots in Industrial relations where
the emphasis is on managing a consensus. Personnel managers play a third-party role, seeking agreement
between management and employee negotiations. However, in reality, personnel managers often sited the
management rather than employees to counter balance the power of trade unions (Hendry, 1999).
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Personnel management functions on a reactionary basis; that is, it follows a set of rules and regulations
that state what to do when an employee has a problem. It deals with immediate concerns and has a more
administrative function. Personnel management has rather a short term agenda and it is mostly line
managers’ responsibility. HRM, on the other hand, has a long-term agenda, the focus of which is
employee development which includes the management of managers (Storey, 2001). It is a strategic
function where recruitment, selection, the welfare of employees, their training, development and retention
is planned and the most effective ways of putting these ideas into practice are designed in alignment with
organisation’s strategic goals.

3.3 Human Resource Management as a Strategic Function

A strategy is a plan of actions designed by senior management to achieve a favourable position in the
competitive environment. HRM strategy can be defined as the open and hidden agendas of the
organisation, for managing its employees, to achieve its long-term aims and objectives (Tyson, 1995).
Strategic HRM covers the HR strategies adopted by the organisation and tries to control its impact on
performance (Lengnick-Hall et al. 2009).

Terminology used in strategy can be incoherent in the academic literature. However, more or less, every
academic literature uses four main concepts when explaining strategy: mission, objective, vision and

policy.

- Mission: dominant purpose, or overriding reasons of an organisation’s existence.
- Objective: statement of outcomes to be achieved within a time frame.

- Vision: a desired future state where the organisation aspires to be.

- Policy: guidelines of organisational tasks.

The importance of HRM has increased with the unavoidable need for globalisation. The rapid increase in
globalization of businesses has created a fiercely competitive environment where the only effective way to
remain in competition is to develop and improve the workforce. Organisational flexibility is vital for
survival in these competitive markets and through the rapidly changing consumer trends. As a result there
is a greater need for recruiting and retaining skilled workforce with multiple competencies than in the past.
Employee commitment and loyalty to the organisation are also still problematic management issues to be
solved almost on a daily basis.

The importance of HRM was also recognized not only on a national level but also on international levels.
As a response to effects of globalisation and to an increase in the need for skilled workers in knowledge-
based industries, The European Union (EU) issued legislation the main aim of which is to be the most
competitive knowledge-based economy and the most dynamic information society in the world by 2010.
The member states, including the UK, reduced the power of managers in the areas of hiring and firing,
promotion and payments through various legislations that gave greater rights to employees especially in
the areas of union membership, employee protection, age, gender and race discrimination (Banfield and
Kay, 2008).
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In addition to the effects of globalisation, the traditional careers and industries - working nine to five in a
job for life - are no longer the norms. There is a shift away from industries that require physical power
towards the ones that depend on knowledge and skills. The traditional career has survived in the past
because bureaucratic organizational structures have depended on it for decades to function effectively in
the industrial environment. Many layers of management have created this image of hierarchical tower
where employees needed to climb up.

However, the greater need for flexibility has forced organisations to have flatter structures to adapt
consumer demands and changing market conditions in the knowledge-based industries quickly. Thus the
nature of careers has also changed from traditional ones to more flexible ones where the boundaries are
blurred and the job for life is no longer necessary (Baruch, 2004).

More and more people are working on project basis jobs, in flexible hours, and often even working from
home. Hence, changing nature of careers and work demand changes in the way human resources are
managed. This demand increases the importance of HRM and makes HR an essential function not only on
the organisational but also on strategic levels.
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There are four main points that HR managers need to analyze in order to establish a healthy and effective
strategic HR function (Bloisi et al., 2007):

- Current state of the workforce: what is the current situation of our workforce? Is our workforce
doing what it should be doing in order to achieve our goals?

- Internal strength and weaknesses: What are our core capabilities and sources of our workforce
for competitive advantage? How can we train, develop and retain our employees? What are the
limitations of our workforce?

- External opportunities and threats: How can we take advantage of the current situation in the
business environment? What plans do we have for our workforce if the current market changes?

- The path: How do we know we are on the right path? Are we meeting our deadlines? Are we on
schedule?

It is important to have HRM on the strategic level because it provides a broader range of solutions to
complex problems generated by the changing nature of work, employee diversity, changing customer
needs and globalisation. Effective organisational strategies can only be set if resources such as people,
money and technology are taken into account. Organisations need to know their employees’ capabilities
and their financial and technological capacities before laying down any plans for the future.

Strategic HR function is connected to the idea known as the ‘resource based view’. It can be argued that
competitive advantage can only be achieved through creating and developing core competencies that are
better than the rivals. Organisations gain competitive advantage by adapting faster to changes that occur in
their environment. This requires planning long-term organisational flexibility and innovation, which
comes from the people who work in that organisation, i.e. its human resources.

HR function should be managed and developed alongside the overall strategy to establish the best fit
between the organisation, its employees and its environment. This requires aligning organisational goals
and processes with employees’ needs and capabilities in a systematic way. Doing so will enable various
training, development and learning opportunities to arise for employees to benefit. This is critical because,
in return, organizations are more likely to gain competitive advantage and there is strong possibility that
the overall organisational performance and the bond between the employees and the organisation will
improve.

20

Download free eBooks at bookboon.com



Managing the Human Resource in the 21%t Century Human Ressource Management

Competitive
Advantage

A

L HRM
Organisational Strat
Strategy rategy

N 7
Resources of t\ /organization
Human resources
Financial resources
Technological resources

Figure 3 Cycle of Resource-based HRM model

Thus, there is a need to think and develop a set of activities that connect the HR practices on the strategic
level. This is evidence that HR function is different and more sophisticated than personnel management
and managing the human resource is a crucial process in achieving competitive advantage. It is absolutely
necessary that employee needs (e.g. training, development, etc.) have to be tailored with future needs and
opportunities in mind, instead of addressing to current conditions.

HRM is a strategic process because management of human resources plays a decisive role in determining
the future success or failure of employee performance and the business as a whole. It is important that the
HR strategy has to be aligned with the organisational strategy; otherwise a healthy strategic fit cannot be
achieved.

Current strategic HRM trends suggest that firstly, there is a strong relationship between HR systems and
organisational performance. Secondly, strategic HRM is more likely to be adopted in privately own
companies rather than state owned or public sector organisations, especially in the case of emerging
economies. Thirdly, in the case where there are parent and subsidiary organisations (businesses where a
large organisation controls other small organisations) more attention is needed on the HRM strategy on the
corporate level especially in areas of transferring the HR practices from one organisation to the other(s).

Corporate strategy covers the overall strategy for a diversified organisation and focuses on the various
businesses and practices and the ways in which strategies of each department are coordinated. Fourthly,
there a re attempts to merge human capital with organisational learning to develop new models and
understanding of the importance of strategic HRM (Lengnick-Hall et al, 2009).

21

Download free eBooks at bookboon.com



Managing the Human Resource in the 21%t Century Human Ressource Management

The importance of strategic HRM has been established in the business environment. It is a continuously
evolving field and it needs constant attention from researchers, academics and HR practitioners. New
challenges to the business environment (e.g. the credit crunch, chaining government legislations for
businesses, new organisational forms, etc.) are presenting new opportunities and challenges for HR
practitioners on strategic levels. These opportunities and challenges need to be addressed and new HR
strategies need to be formulated to keep up with the growing competition and performance pressures.

~

1. What are the current challenges in managing people and how can HRM help managers overcome these
problems?

2. Where do you see the contribution of HRM in achieving organizational goals?
3. What evidence is there to suggest that HRM makes any impact on the organization on the short-term?
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4. Motivation and Commitment at Work

One of the greatest challenges for organizations, in particularly for the HR function, is to create and
maintain a motivated and committed workforce. After all, our economy depends on maintaining the
motivation and commitment of employees and their increasing performance at work.

Employee motivation and commitment continues to be a topical issue in business and management
literature. Motivation and commitment are fascinating concepts in the degree to which they impact
employee and organisational performance and effectiveness (Bratton and Gold, 1999). Motivated and
committed employee behaviour is at the heart of HRM and a central feature that distinguishes HRM
from traditional personnel management; to put it simply, it is the holy grail of HRM (Storey, 1992;
Gbadamosi, 2003).

4.1 Motivation

In psychology, motivation is a term used to explain why people behave in a certain way. Motivation is the
force that ignites, directs and maintains our behaviour (Bartol and Martin, 1998). The definition has three
key components. The first is ignition, is the initial feeling of interest that a person has towards achieving a
set goal. The second is direction, is the set of actions that people will take in order to achieve their goal.
Direction is influenced by what an individual most desires to do. The third is maintenance of the
behaviour until the goal is achieved. Maintenance equates to how much an individual is willing to stay in
that direction when difficulties arise (Di Cesare and Sadri, 2003). For example, if an employee is wishing
to get a pay rise, s/he will probably be more willing to stay for extra hours and take extra tasks at work.

Motivation is an individual phenomenon. It is the force that gets us out of bed in the morning. Although
there will be similarities in factors that make different individuals behave in similar ways, each person is
unique and there are differences in what motivates them. For example, money can be a dominant
motivator for some people to go to work, but everybody has a different view on the importance of money
as a motivator.

In addition, once the dominant motivator (e.g. money) ignites a certain behaviour (e.g. going to work),
each individual then focuses on other motivators such as personal fulfilment, variety at work, conditions at
the office, etc. that will influence individuals’ behaviours at different times and at different levels.

Motivation process is triggered by people’s perception of actual self and ideal self. Everyone has a self
identity that consists some strengths, weaknesses, feelings, beliefs and abilities. Each individual also has
an ideal self — the person he/she desires to be which is different than their actual self. The differences
between the actual self and the ideal self are regarded as needs (Rollinson, 2008). For example, if there is
a difference between an individual’s ability to lead people at work and the level of leadership skills that
other people expect, than he/she will make an effort (or in other words be motivated) to improve his/her
leadership skills.
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Theorists of work motivation distinguish between intrinsic, extrinsic and social motivators. However,
there is an ongoing disagreement on these distinctions because one motivator can be classified differently
depending on its context at work. Nevertheless, a separation has to be made in order to explain the
different types of motivators.

Literature defines intrinsic motivators as the ones that concern the individual and originates from the
nature of work itself such as job satisfaction, personal development, acknowledgement from managers or
an interest in a task or a project at work. Intrinsic motivators are largely psychological.

Extrinsic motivators are the ones that are beyond individual’s control and they are tangible such as pay
increase, bonuses or other material goods. Social motivators originate when an individual is with other
people; mostly stemming from having a common purpose as a group or a team. Social motivators are also
mostly psychological (Bratton, 2007).

Intrinsic motivators

Ideal Self
Needs and expectations at |::> Behaviour
work
Actual Self

Figure 4 Motivation Process (adapted from Rollinson, 2008: 197)

If we can understand the motivation process and what motivates employees, we can influence their
behaviour. There is no universally accepted theory of motivation in the workplace due to the complex
nature of the topic; however, there are a number of popular theories that aim to explain what motivates
employees at work. It is for the benefit of the reader to note that each theory approaches to motivation
from a different angle and collectively, they provide useful clues in understanding how to improve
employee well-being at work, or rather, how to create a work place where employees will be motivated.

It is also useful to note that one should not judge early theories of motivation on the basis of today’s ethics
and morals. In addition, bear in mind that, many of the early ideas were never intended to have the
importance that later placed upon them.
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Theory of motivation can be traced back to the ideas of Taylor (1911) who came up with the principles of
Scientific Management, which aims to give greater control to management over the labour process by
exchanging effort for reward. Taylor regarded management superior to employees and argued that
management should be the brains of the organisation. He suggested that to gain more, employees need to
work more in the most productive and efficient way possible.

Taylor thought if management was determined to put their ideas into practice, work would be more
satisfying for the employees. However, in reality, managers used their power and Taylor’s ideas to push
employees to their limits.

Planning and performance were the areas Taylor was interested the most. Taylor believed that there is a
best method which individuals should take for completing each job as efficiently as possible. He
suggested that to improve work process one needs to dissect them into tasks so that the best way to
perform a task could be found and detailed instructions can be created for individuals to follow.

Of course, heavy pressure on workers and the terrible working conditions resulted in strong reactions and
criticism against Taylor’s ideas. Some of the ideas of Scientific Management could be seen as valuable for
productivity and efficiency, but Taylor gave great levels of power to management and regarded employees
mostly like replaceable parts of a machine with no consideration of their physical, psychological and
social well-being.
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The study that illuminated the importance of people in organisations began with a series of experiments in
Hawthorne plant in early 1930s, later named as Hawthorn Experiments which led the creation of the
Human Relations approach. According to this approach people’s physical environment and their relations
with each other is the key for increasing performance at work.

Hawthorn experiments concentrate on four areas: lighting, lay out of the rooms, employees’ perception of
their superiors and social relations at work. The overall conclusion was people’s satisfaction at work
heavily depend on their social relations with others (friendship, love, sense of belonging, etc.) and social
relations were more important then the physical conditions (the actual office building, view, furniture,
etc.). In other words, the experiments found that people were motivated more by their social relations than
the physical conditions at work (Mayo, 1933).

Mayo’s works on the Hawthorne experiments started an interest in human behaviour. Many theories of
motivation have developed and they can usually be put into two categories: content theories and process
theories.

4.1.1 Content Theories of Motivation

Content theories of motivation focus on the goals we aspire, our specific needs and explore situations
where these needs trigger behaviour. There are many content theories, but literature highlights four main
theories:

- Masolow’s hierarchy of needs

- Alderfer’s existence, relatedness and growth (ERG) theory
- Herzberg’s two-factor theory

- McGregor’s Theory X and Theory Y

Maslow’s Hierarchy of Needs

Maslow argues that people are motivated and satisfied by built-in basic intrinsic motivators that are
arranged in hierarchical order. In the first level are the basic physiological needs such as food, water and
shelter. In the second level are the safety needs that include security, order and being free from suffering.
First two levels of employee needs can be satisfied by increasing their income levels.

In the next level are the social needs such as love, friendship and sense of belonging. It is assumed that
employees will be better motivated if they form friendships at work or when they feel they are part of a
group. Once these needs are met employees need to satisfy thier esteem needs in which their ego has to be
satisfied through confidence, self-respect and recognition. At the top level are self-actualisation needs
where employees are reaching their full potential (Maslow, 1943). Maslow argued that one level must be
satisfied before the next level of need emerges.
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Figure 5 Maslow’'s motivational needs hierarchy

Maslow’s theory of motivation has been criticized for being very vague and broad. Critics argue that
human behaviour cannot be predicted, thus its triggers (motivators) cannot be categorised. They also
suggest that Maslow’s theory applies to social and psychological behaviour more than organisational
behaviour. Moreover, later research found that there was no evidence to prove that human needs can be
classified into five categories or arranged in a hierarchy, however they can be categorised into two:
deficiency and growth needs (Wahba and Bridwell, 1976).

However, Maslow did not intend his hierarchy of needs to be the only description of how people are
motivated. His hierarchy simply represents what might happen under ideal social circumstances. Maslow
later wrote:

“But | of all people should know just how shaky this foundation is as a final foundation [of motivation].
My work on motivation came from the clinic, from a study of neurotic people. (Maslow, 1965: 55).”

Maslow’s theory remains very influential and relevant to management studies and employee behaviour.
Number of popular management practices today such as total quality management, business process re-
engineering, job enrichment, employee empowerment and self-managed teams have their roots in
Maslow’s ideas on motivation (Buchanan and Huczynski, 2004).

Alderfer’s ERG Theory

Maslow’s hierarchy of needs theory has been criticised for being too finely segmented and difficult to
distinguish the level of importance of needs. Alderfer (1969) argued that Maslow’s hierarchy of needs can
be modified to overcome these criticisms and grouped under three needs: Existence, Relatedness and
Growth, referred to as ERG theory. Existence needs comprise Maslow’s psychological and safety needs.
Relatedness needs cover all Maslow’s social needs and some of the esteem needs. Growth needs are
similar to Maslow’s self-actualisation needs where individual potentials are realised fully.

However, there is a clear distinction between Maslow’s and Alderfer’s understanding of motivation,
Alderfer believes that it is not necessary for one level of needs to be satisfied before other needs to
emerge. He suggests that different needs can be active simultaneously due to the complex nature of
individuals. In fact, Alderfer does not necessarily believe in the nature of a hierarchy of needs. Rather he
argues that all categories of needs are active in individuals and they are not arranged in accordance to their
importance.
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One key point in ERG theory is the frustration regression hypothesis. In this hypothesis Alderfer suggest
that one individual’s failure to satisfy a particular category of needs can result in the increase of
importance of other individual’s needs. However, Alderfer’s ERG theory is not tested empirically beyond
his own efforts and the universality of his theory remains to be proven. In other words, we don not know
how his ideas of motivation applies to work place and whether these ideas can be applied to organisations
and individuals world wide.

Herzberg’s Two-Factor Theory

Herzberg (1966) based his ideas from his own study of a number of accountants and engineers where he
asked them to state times where they felt good or bad and reasons behind these feelings.

Herzberg (1966) bases his ideas of motivation on two factors: hygiene and motivator. Hygiene factors are
extrinsic and they determine the environment that work takes place. When these factors (e.g. money,
status, conditions of work, job security, quality of management, etc.) emerge on a continuum they
determine the adequacy (where employees are satisfied) or inadequacy (where employees are dissatisfied)
of the work place (McLean et al. 1996). Hygiene factors do not produce job satisfaction; they simply
produce good working conditions that provide good hygiene.

However, motivational factors are intrinsic, thus different for each individual (e.g. recognition,
acknowledgement, development, etc.) and they are associated with work itself. In their absence work is
regarded as unsatisfactory and when they are present work is regarded as satisfactory. One should note
that if motivational factors are absent, employees may not necessarily be dissatisfied, because the opposite
of satisfaction is not dissatisfaction; it is simply no satisfaction (Rollinson, 2008).

Dissatisfaction only occurs when hygiene factors are absent and satisfaction only occurs when
motivational factors are present. When hygiene factors are present and when motivational factors are
absent, there is simply neither dissatisfaction nor satisfaction.

Herzberg’s ideas of motivation has also been criticised heavily and often accused of being confusing. One
set of criticism is that his ideas do not apply to unskilled, manual labour where work is dull and repetitive
and employees who work in these jobs are often not interested in job content un like accountants and
engineers who originally took part in his research. Yet, it is the employees who work as manual labour are
often giving HR managers the most headaches over motivation.

Second set of criticism is that description of good or bad events influences the outcome of the experiment.
That is to say, employees are more inclined to attribute dissatisfying events (hygiene factors) to external
things and satisfying events (motivational factors) to their own performance. For example, individuals are
more likely to mention how hard working they were and how many extra hours and effort they put in work
rather than praising the quality of supervision they received when asked about the reasons behind the
success of a project.
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McGregor’s Theory X and Theory Y

Maslow’s theory of needs have motivated McGregor to generate his ideas on employee motivation where
he comes up with two assumptions (Theory X and Theory Y) claiming a manager’s opinion about people
influences the way they manage. His aim was to provoke management by highlighting the stereotypical
views rather than producing empirical evidence.

Theory X represents the set of assumptions that people are motivated only to satisfy their basic needs and
not to contribute to the satisfaction of organisational needs. Theory X suggests that people only work for
money and they are inherently unreliable and prefer to do as little as possible at work. When this situation
occurs, McGregor argues that managers try to change their staff behaviour to fit the needs of the
organization through reward, punishment and control.

On the other hand, Theory Y represents the set of assumptions that people are motivated for growth and
fulfilment, and that they can be trusted to contribute to achieve organisational goals. According to this set
of assumptions, management’s responsibility is to enable employees to develop and grow at work through
creating an appropriate work environment which can be achieved in various ways such as providing
training and development opportunities, modifying job design or changing certain job tasks.
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4.1.2 Process Theories of Motivation

Process theories of motivation concentrate on the choices (or actions) individuals make to achieve their
goals. Process theories of motivation can be grouped under three theories: Expectancy Theories, Equity
Theory and Goal-setting Theory.

Expectancy Theories

Expectancy theories are a set of assumptions originating from VVroom (1964) and by Porter and Lawler
(1968). Vroom (1964) claims that force of motivation can be calculated if key values are known:

- Expectancy: perception that there is a connection between effort and performance (e.g. if | work
hard, I will get a promotion).

- Instrumentality: perception that performance related outcomes will result in value related
outcomes (e.g. if I increase the quality of my work, | will receive a bonus).

- Valance: expected worth of outcomes (e.g. being acknowledged will help me satisfy my self-
actualisation needs).

The literature provides various calculations and formulas on calculating the force of motivation if these
key values are known, however, in practice no manager sits down with a calculator and start crunching
these numbers. Therefore, it is useful to be aware that there is formula for calculating the force of
motivation; however, it is somewhat irrelevant in HRM practices today.

Porter and Lawler (1968) developed VVroom’s theory a step further. They have introduced the value of
reward to the equation and, in addition, they argue that performance is not direct result of force of
motivation, but it is shaped by individuals’ perception of their role at work and their personality.

Porter and Lawler (1968) claim that value of reward is the value an individual places on the outcome of a
performance. They suggest that every individual will value the outcome differently and this value is
influenced mostly by previous experiences at work. Hence, force of motivation cannot directly determine
performance but other values should also be taken into account.

Equity Theory

Adams’ (1965) equity theory focuses on the assumption that individual’s perception of how fairly they are
treated when compared to others will determine their motivation. For example, to find out how fairly you
are getting paid at work, you compare your salary with your colleague’s. According to Adams individuals
can only be satisfied at work if they believe that others are sharing the same conditions. The same
principle applies to the effort that an individual puts into work. Employees’ performance is often
evaluated in comparison with others.

Adams (1965) suggest that employees place a value on various inputs and outputs. If an employee thinks
the input (e.g. effort, time, etc.) he/she puts into a job exceeds the output (e.g. salary, acknowledgement),
then that employee will be dissatisfied and he/she will be motivated to change the situation by either
working less or asking for a pay rise.
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Equity theory is simple but it has proved to be robust. It has been tested empirically and proved to be very
useful in understanding employee dissatisfaction and motivation. It is important to keep in mind that
employees make comparisons with regards to their working conditions, the nature of their jobs and their
salary. Thus, Adam’s theory has important implications for HR practitioners especially in the areas of job
design and reward systems. If HR practitioners want to avoid conflict and dissatisfaction amongst
employees, they have to explain the criteria for pay, rewards, and the input that a job requires to produce a
desired outcome.

Goal-Setting Theory

The basic assumption of this theory is that employees’ goals determine their behaviour and decisions at
work. Locke (1968) argues that employees will be satisfied if they achieve their goals and the more
difficult these goals are to achieve, the more satisfied employees will be when they achieve them. Also,
goals with clear and explicit outcomes are likely lead to higher performance. For example, an employee is
likely to perform better if the out come of the task is known and clearly explained, rather than general
goals, such as *“do your best”.

In addition, it is argued that effective feedback will lead to better employee performance. Effective
feedback on the outcomes of a task will enable the employee to spot his/her strengths and weakness and
will lead them to be more aware of their performance next time. Also, ideally goals should be set with
employees and should not follow a top-down approach. Studies show that the greater the employee
involvement in goal setting the more productive the performance is. By allowing employees to participate
in setting goals, one can assume that employees will have more of a sense of involvement in the tasks and
will be motivated.

So, considering the above points four key points can be highlighted for HR practitioners to keep in mind:

- Try to push employees’ performance and create challenging tasks but make sure the goals are not
beyond employees reach.

- Make sure the goals and the expected outcome is explained clearly and simply to the and there is no
room for vagueness.

- Make sure to involve employees in planning and setting goals and negotiate the expected outcomes.

- Provide clear and constructive feedback explaining how employees can improve their performance
by highlighting strong and weak areas of their performance.

It is obvious that there is no single motivation theory that can explain employee behaviour at work.
However, above theories are there to give you some ideas of the main concepts that shape employee
motivation. It is always helpful; to think that more than one theory can be applied to a work situation and
because people are complex and unique, everybody will be motivated differently. The lack of a
universally applicable motivation theory makes life more challenging for HR practitioners. However,
hopefully you will find this challenge highly motivating and continue to contribute to the well-being and
effective management of employees.
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4.2 Commitment

Commitment has been an interesting topic for management for some years because it can be used to
understand and predict desired employee behaviour, particularly in the areas of performance, absenteeism
and emotional attachment to the organisation. One of the defining characteristics of HRM is managing
organisational climate that leads to employee commitment.

Commitment is a particular interest for HRM in the last decade in the areas of selection, performance
appraisal, career management and decision making. The assumption is that employees who are highly
committed to work are more likely to put effort towards learning, training and development with the
intention of improving their performance. Effective HRM practices enable the achievement of dedication
amongst employees and those employees are likely to contribute to organisational effectiveness (Guest,
1997).

HRM can be described as a philosophy that is centred on emphasizing the mutuality between management
and employees at work (Shepherd and Mathews, 2000). HRM practices are largely designed to top elicit
high commitment from employees and encourage employees to generate more effort that is outside the
contracting hours to contribute in achieving organisational goals.

According to the general HRM philosophy, commitment is a shared responsibility between management
and employees and commitment towards the organization is increased by maximising human resource
practices. This in return will result in high employee commitment and low absenteeism and labour
turnover.

4.2.1 Models of Commitment

Literature presents two main models of commitment: traditional model and behavioural and attitudinal
model of commitment. The following sections present these main approaches to employee commitment.

Traditional Model of Commitment

In the traditional model of commitment the focus is on the basic assumption that employees who are
committed contribute to achieve organisational goals in more positive ways than the ones that are less
committed. It is very simplistic and very much associates commitment with employees willingness to stay
in the organisation.

According to the traditional model, commitment is often defined in terms of loyalty (to the organisation)
and attachment (to individuals or groups in the organization) which leads to two problems. First,
commitment cannot be discussed without the concept of job satisfaction. Second, commitment can often
be conceived as a set of attitudes. However, recent research highlights that employee characteristics
(educational level, demographics, etc.) and personality (values, beliefs, expectations, etc.) are also highly
relevant (Alatrista and Arrowsmith, 2003).
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The idea of commitment has changed since the 1970s. Previously, employers thought employees should
stay in their organisation for life and be prepared to work hard. However, t