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Preface 

Human Resource management has grown in its range and depth to the
point where it has become an industry rather than just an occupation.
This Fifth Edition of a book aimed at explaining the main areas of the
field has grown in each edition, expanding with the scope of the topic
to the point where even a summary of the topic is a large tome. In each
succeeding edition we find new ideas, new techniques and new legisla-
tion to describe. There is however, no diminution in the volume of
existing material because all is still relevant. It is necessary to know how
we have come to our present situation in order to understand where
we are going, and the trends which are continuing. HRM is highly sit-
uation specific, the context is infinitely variable and there are endless
applications.

Part of the joy of working in HRM is the significance of the work that
we do in this field, to help people and organizations to adjust to the
massive social, economic, political and technological changes that
influence the way people are managed.

The pace of change is such that we must acknowledge wider forces
affecting people management. Environmental change, increased secu-
rity risks, demographic changes, the rise of new economies such as
China, India and Brazil, and the expansion of the EU are some of the
obvious global pressures. The social changes we can all list include
shifts to values and lifestyles, families, education and health. What at
one time might have seemed remote from HRM is now central to our
work. Global, social and political changes affect all economic activities,
through marketing opportunities and threats, affecting employment,
costs, productivity and the social climate of relationships.

New ways of working and organizing, such as flatter, more devolved
organization structures, the burgeoning range of networks, whether
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technological, inter-organizational, intra-organizational, or personal,
and global ownership with international activities as a norm have
affected HRM. The HR functions in organizations are smaller and
more often linked to a wide range of service providers and sometimes
with the transactional activities outsourced. The HR role is diffused
throughout organizations, with new job titles reflecting the signifi-
cance of change management and talent management.

Not in spite of, but because of, these trends, there is every sign that
HRM as an activity is itself becoming widely distributed. There is conver-
gence in practices for example, between the public and private sectors,
and across national boundaries. Information flows are so fast the stan-
dard for communications is now instant, via electronic means, that the
latest ideas on the HR field are transmitted within seconds. There is trans-
parency in areas such as pay and benefits, labour market data, recruit-
ment opportunities and working trends. The world of the business of
HRM is mature, expanding and mainstream to all managerial activity.

These trends and changes would be sufficient justification for the
Fifth Edition of this text alone. The need for this kind of text continues
because whatever the discontinuities arising from the new challenges,
people management in all its aspects builds and develops from tradi-
tion and techniques. New cases and legislation in the field amend and
marginally reconfigure regulations, with our understanding of the
human condition comes a slow accretion of knowledge which is repre-
sented in the continuing traditions in techniques and approaches,
such as in selection, job evaluation, reward, training, development and
in industrial relations. The people working in this field are developing
knowledge and techniques as they face new problems, as communities
of practitioners.

The latest edition of this text seeks to bring together the main funda-
mental knowledge of areas of human resources, from organizational
behaviour to people management, industrial relations and employment
law. These are explored from the perspective of the current and emerg-
ing context of HRM and the latest techniques in managing people.

The themes of continuity and change are supported by the genesis
of this book, when Alfred York, the original co-author and I sat down
together to blend our joint knowledge and interests as a foundation
for the book, with John Milton’s words in mind:

‘Where there is much desire to learn, there of necessity will be much
arguing, much writing, many opinions; for opinion in good men is but
knowledge in the making.’

Our desire to write the book was born as much out of a desire to learn
as the intention to communicate ideas and understanding.

viii Preface
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That desire continues, because with each new edition, come revi-
sions and new ideas. The field of HRM is one where there are new tech-
niques and fresh concepts by the bucketful, and where no book can
completely do justice to the topic.

This book is intended for anyone who wishes to find a comprehen-
sive guide to the subject, grounded in the principal theories and con-
cepts, with the authority of a long term perspective and a focus on the
latest techniques and practical ideas.

Later in these introductory pages I acknowledge my debt to Alfred
and to Jayne Ashley who over many years and editions have worked on
this book with me. In the ideas and perspectives found here, we hope
our readers will find ‘knowledge in the making’.

Shaun Tyson

Preface ix
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P A R T  O N E

The behavioural bases
of human resource

management

In this part of the book we provide a general background for all the
subsequent chapters on specific aspects of human resource manage-
ment (HRM) policies and practices. Since work and its management
are human activities set in motion, carried out, supervised, monitored
and assessed by people who are constantly interacting with each other,
human factors are crucially important. Nevertheless, managers do not
always act as though they fully understand and acknowledge that suc-
cess in management has to be based on an awareness and at least a
broad knowledge of human behaviour, including, of course, their own.

For the last 100 years there have been studies of the behaviour of
people, and in particular of the special kinds of problems that modern
working life creates. These studies are described collectively as the
social sciences and include contributions from specialists trained in a
variety of disciplines, particularly in the different branches of psychol-
ogy, sociology and economics. In times of increasing academic special-
ization we need to remind ourselves that the situations themselves have
no such specialized distinctions. The value of the various specialisms
lies in the difference of emphasis and perspective that they give in
looking at the same situations, and hence in providing a broader
understanding of their nature.
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In this preliminary phase of the book we are setting out to make a
systematic survey of the important areas covered by research into the
behaviour of people at work, which is, of necessity, no more than an
outline. Apart from providing a necessary background for the main
subjects of the book it will also, hopefully, indicate areas where further
study may usefully be made.

2 Essentials of human resource management
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C H A P T E R

Individual differences
1

Human beings share certain common features, such as physical and
mental characteristics. These attributes, which link all the members of
the species, produce common patterns of behaviour. Thus, all humans
have physiological and basic needs mainly concerned with survival:
needs for food, shelter, security, reproduction, affection, group mem-
bership. Unlike animals, humans also reveal a higher range of needs,
concerned with making sense of what might otherwise be a meaningless
world. These needs show themselves in the form of exploratory, creative
and self-fulfilling activities of many and varied forms. In consequence, a
common feature of all human behaviour is that it is goal directed, as the
members of the species are driven to satisfy these needs.

At the same time every individual is the product of a unique com-
bination of genetic and environmental factors. Apart from the excep-
tional circumstance of identical twins, every human is physically distinct
from all other humans at birth. Thereafter, everyone is subjected to a
unique pattern of environmental influences, produced by the accu-
mulative and distinctive features of a particular family, sex, region, race,
education, religion, epoch, etc. This is a constantly changing process
with the result that all of us are being continuously shaped and modi-
fied by new experiences and new relationships.

The differing factors of heredity and environment produce an indi-
vidual uniqueness that has important consequences.

As we grow physically and develop mentally, and join in, so to speak, the
general human process of satisfying needs and making sense of the world,
we are subjected to the socializing influences of other people with whom
we have most contact, in the family, at school, at church, for example, and
in the larger society to which we belong. During this time we are also
developing emotionally, getting in touch with our feelings and learning
how to control them. As a result of these influences we acquire attitudes,
values and expectations which shape our behaviour towards other people
and strongly affect judgements and decisions about goals to pursue. When
our beliefs have no rational basis, they may also be described as prejudices.
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4 Essentials of human resource management Chapter 1

The condition of common human similarity and individual dissimi-
larity has a significance for the problems of interpersonal relationships
and hence for human resource management. Information received by
individuals from the external environment is processed according to
their personal backgrounds, and the results are used as a basis for
judgements, decisions and actions. In the course of everyday relation-
ships there is a general tendency either to assume that other people see
and interpret the world as we do or to expect that they should do so.

The importance of understanding the effects of individual differ-
ences on interpersonal relationships is not so much that assumptions
and expectations about the behaviour of others will be eliminated or
modified – although the possibilities of this will, no doubt, be
increased. It is, rather, that we should have a framework for making as
accurate an analysis as possible of our own and other people’s behav-
iour. This will lead to a greater insight into people management issues,
and hence may improve the quality of our interpersonal relationships,
because we understand that reality is not absolute but is determined by
individual perception and interpretation. In practical terms, this
means that we may be less likely to become confused, frustrated or
angry when the behaviour of others does not appear to match our own
assumptions or expectations of what it should be. We are also cor-
respondingly less likely to be impelled to explain the apparently odd or
unreasonable behaviour of other people by ascribing our own reasons
and motives, e.g. stupidity, spite, jealousy, obstinacy, lack of interest.
This kind of insight and understanding is most important as a basis for
studying specific areas such as communication, motivation, group and
organizational behaviour, and leadership.

Self-awareness

The need for and importance of self-awareness has been recognized
since the earliest times. The injunction ‘Know thyself’ was apparently
written in gold above the portico of the Temple of Apollo in ancient
Greece. Robert Burns addressed the same theme when writing: ‘O wad
some power the gift tae gie us, to see oursels as ithers see us’.

An understanding of one’s own capabilities and limitations in terms
of knowledge, skills and personal traits is especially important in work.
The more insight managers have into their own behavioural traits and
the effects on the members of their groups, the more effective they are
likely to be, and the less likely they are to alienate the very people 
they should be motivating. As managerial styles have become more
democratic or participative and less authoritarian so employees are
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encouraged more than ever before to assess themselves in terms of
employment suitability, career paths, work performance and develop-
mental and training needs.

There are two views of individuals. There is the view that individuals
have of themselves, and there is the view that other people, who have seen
them in various situations, have of them. Obviously, there may often be
some divergence in these views. The view of self may conflict with the
views others have of us. There may be differences among the external
assessors. The main possible variants in assessing individual behaviour
have been summarized in the model known as the Johari window (Figure
1.1), named after its psychologist authors, Joe Luft and Harry Ingham.

The window in Figure 1.1 has four panes, described as follows:

1 Known to self and to others (public), e.g. I know that I am lazy
and other people think so too.

2 Known to others, but not to self (blind), e.g. I think that I am
a caring, sensitive person. Others do not see me in this way. I
am not aware that others hold a different view.

3 Known to self, but not to others (hidden), e.g. I know that my
lack of moral courage is a major weakness. Apparently others
are not so aware of this problem.

4 Not known to self and not known to others, e.g. I am a poor
judge of people. I do not realize this and neither do others who
know me.

How should self-aware people be 
described?

They realize that their behaviour affects others and that they may need
to change in order to achieve effectiveness in performance and human

Chapter 1 Individual differences 5
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relationships. They take active steps to obtain feedback about their
behaviour and performance. They take particular note of any consen-
sus of external views, especially when these diverge significantly from
their views of self. They have reached as honest and balanced a view of
themselves as is humanly possible.

All this, of course, is very much easier said than done. In real life we
find it much easier to list our perceived strengths than our weak points.
We do not like unpalatable home truths. We generally prefer to judge
other people rather than ourselves. Paradoxically, the achievement of
self-awareness depends on awareness of the need for, and importance
of, self-awareness in the first place. The person who occupies window-
pane number three in the Johari window may find it very difficult to
move to windowpane number one for the very reasons that placed him
or her in pane number three.

When we are dealing with questions concerning individual differences
it is useful to consider if we are discussing differences in personality.
According to Fonagy and Higgitt (1984): ‘A personality theory is an
organised set of concepts (like any other scientific theory) designed to
help us to predict and explain behaviour’ (p. 2). The theories are
intended to be logical frameworks for integrating observations about peo-
ple, and should help to produce new ideas to explain and understand
behaviour. Personality theories describe the characteristic ways in which
individuals think and act as they adjust to the world as experienced. These
include genetic and unconscious factors as well as learned responses to sit-
uations. Often personalities are described as a series of ‘traits’.

Carl Jung defined the personality traits which emerged from his
ideas in his theory of individual differences, chief among which were
the overall attitudes of ‘Extroversion’ and ‘Introversion’. These traits
help to explain how an individual sees and understands the world, how
the person processes information and makes decisions, which depends,
Jung argues, upon the person’s thinking, feeling, sensation and intuition.
These ideas have been popularized by the widespread popularity of the
Myers Briggs inventory which can be used in occupational guidance,
management development and career development.

In HRM, questions about the appropriateness of ‘specific traits’ or
attributes are frequently raised in selection and assessment decisions.
We discuss psychometric tests later in the book, but we should note here
that researchers have identified a variety of personality traits. There 
is evidence that the many individual-specific traits, such as ‘warmth’ or
‘unreliability’, can be subsumed under what are known as the ‘Big Five’
dimensions of personality, these being extroversion, neuroticism, agree-
ableness, conscientiousness and openness to experience.

6 Essentials of human resource management Chapter 1
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These dimensions can be defined as follows:

1 Extroversion: extroverts tend to be sociable, relate themselves
readily to the world around them.

2 Neuroticism: view the world as a frightening place. Neurotics
have anxieties and are self-conscious.

3 Agreeableness: the ability to care, to be affectionate.
4 Conscientiousness: careful, scrupulous, persevering behaviour.
5 Openness to experience: these people have broad interests, are

willing to take risks.

These attributes are scales in themselves, for example, extroversion–
introversion, neuroticism–stability, and the balance will be a mixture of
positions for any individual, along the five continua.

Many researchers such as Raymond Cattell have emphasized that per-
sonality is not totally fixed. On the contrary, we are able to adapt and to
change according to the situations we face, although it is anticipated any
changes in behaviour would be consistent with our personality overall.

The answers to the questions that an analysis of self should provide
can only come from the evidence of past and present behaviour.
Actions speak louder than words. An analysis of the individual for pur-
poses of self-awareness requires an investigation that is much the same
as that which takes place during the effective selection interview or per-
formance appraisal discussion. It requires discipline and a system. The
evidence of the individual’s abilities, potential, strengths, weaknesses,
values, attitudes, motivation, likes, dislikes, personality traits, etc., is
likely to be provided from the following sources:

■ major influences in life such as family, education, religion,
work, social life, study and reading, spare-time interests and
travel

■ life history in terms of achievements and decisions.

Individuals can carry out this investigation for themselves, but the process
is considerably enhanced with the help of another person who has the
counselling and investigative skills needed to ask relevant, probing and,
at times, awkward questions in a friendly, helpful, but firm manner.

Communication

The problems that human individuality poses for interpersonal relation-
ships lead logically to a study of communication. This may be seen as an
extension of the study of the nature of individuals and their relationships

Chapter 1 Individual differences 7
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with each other, the problems that human individuality creates and the
extent to which these barriers can be reduced. Communication is a flow
of information which humans use to pass messages and intentions to
each other, therefore it follows that no collaborative human action can
take place without it.

Since pleas for improved communication are constantly voiced, it
would be useful to pause for a moment to discuss its essential nature.
Although the process is subtle and not easy to simplify, it is useful to
think of communication as it is applied to telegraphy, where a message
is encoded by one person, transmitted over a certain wavelength and
received and decoded by another. For the message to be received and
understood as the transmitter intended, a number of conditions have
to be fulfilled:

1 Both sender and receiver have to know the code.
2 They have to use the same wavelength.
3 There has to be the minimum of interference.

This simple analogy emphasizes its essential nature – it is a two-way
process and to be effective the intended meaning of the sender has to
be received in as near an uncontaminated state as possible by the
receiver. This basic prerequisite is not always understood in practice.
Sometimes when managers speak about improved communication,
they really mean turning the volume up, or sending more or different
kinds of messages without any thought for the receiver.

It is common to think at first of human communication as taking three
forms, i.e. spoken face to face, or written or e-mailed messages from a dis-
tance, or spoken messages from a distance. In all these situations there is
an emphasis on the use of words and their meanings. Of course, language
is the basic form of human communication and here the slant of the mes-
sage will be affected by the choice of words and their juxtaposition, and
the tone of voice when the language is spoken. However, communication
may involve all the senses. As most of us are aware, there has been a
marked growth of interest in non-verbal behaviour. The significance of
non-verbal messages can be readily illustrated if we think of a telephone
conversation and the difference between a situation where only the voice
can be heard and another where both people are speaking face to face.
We usually have to be much more careful when speaking on the tele-
phone, where there is no opportunity to show by a twinkle in the eye or a
smile that a remark is not meant to be taken too seriously.

The encoded communication signal is a combination of elements,
comprising words used in particular ways, accompanied by expressions 
in the eyes, facial expressions, gestures and body postures, all of which

8 Essentials of human resource management Chapter 1
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contribute to the total meaning and the complexity of the message. Given
the prevalence of e-mail, electronic communication is probably the most
normal method of the interaction now. It is most important, therefore, to
realize that when we send messages to other people the code, so to speak,
is very much determined by the influences of the individual’s heredity
and environment. Our attitudes, value systems and expectations all con-
tribute not only to the way a message is sent, but also to the way in which
it is received. Receivers will decode information in the light of their indi-
vidual perceptions of the world. Short of being able by some miraculous
means to change identities with another person, there is no way that we
can accurately check how other people receive our meanings. Neverthe-
less, we have to make the best of an imperfect world and, since commu-
nication is vital to effective management, we need to seek every possible
way to ensure that it is as good as we can make it.

Since the problem is inherent in the human condition, there can be
no easy solutions. The best hopes for making any progress seem to lie,
first, in acquiring a better understanding of the nature of communica-
tion, its inherent problems and their causes and, second, in making
use of this insight to create the most favourable conditions for the
highest possible level of communication that can be achieved. We can
now consider what these conditions are:

1 There has to be a genuine desire to communicate. In other
words, the sender of a message must be truly concerned to help
the receiver as much as possible to understand the intended
meaning. A seemingly overt message sometimes hides a covert
intention. Sometimes the sender even seems to be making
more effort to obscure than to reveal a meaning. Bureaucratic
correspondence regularly provides examples of this.

2 A climate of trust and openness is a very important factor in
establishing effective communication. This style of management
is much more likely to create a sense of security and an absence
of threat, and hence to encourage the upward communication
which managers need as a basis for sound decisions.

3 There has to be awareness of the problems inherent in the indi-
vidual’s uniqueness of perception. We need to deal with others
not on the basis of our assumptions that their meanings are or
should be the same as our own, but as far as possible in terms
of their experience and possible expectations. For example,
when communicating with young children we naturally adapt
our vocabulary and the way we present ideas to accommodate
their limited experience and perceptions. The insight and 

Chapter 1 Individual differences 9
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sensitivity commonly shown in this situation is no different in
principle from what is required in dealing with other adults. It
seems that it can be achieved, but we frequently do not recog-
nize that it is necessary. In our comments upon ‘emotional
intelligence’ in the next section, we expand upon this point.

4 The more experience is shared, the better the chances of com-
munication are likely to be. The more varied the manager’s
experience can be, the easier it is for him or her to communi-
cate with different kinds of employees. A real-life example of
this principle is seen in the insistence by police forces in the UK
that everyone should begin on the bottom rung of the ladder as
a police constable. In this way, the Commissioner of Police
knows from personal experience what it is like to pound the
beat and to deal with the drunk and disorderly. The Commis-
sioner will therefore speak the same language as his or her sub-
ordinates, and is unlikely to have problems of credibility.

5 We need to check regularly the understanding of our mes-
sages and intentions. In particular, we need to know specif-
ically what others have understood, rather than whether they
have understood. This is why a climate of openness and trust
is especially important so that subordinates will not feel
threatened or inhibited from saying what they actually think
and feel, rather than what they imagine the manager might
like to hear, nor be afraid to admit that they have not under-
stood the manager’s messages.

6 Finally, good communication also means listening. This is a
skill that does not come naturally. It requires much concen-
tration and practice. Too often we become occupied with our
own thoughts and seek opportunities to interject. The bore is
an extreme case of deficiency in this skill. Real listening is an
important skill that all managers need to acquire if they are to
be successful. It is especially important for human resource
managers who necessarily spend much of their time listening
to the views, proposals, problems and complaints from line
managers and their subordinate staff.

Emotional intelligence

In recent years, authors have become more convinced that feelings and
emotions are not so well recognized as they ought to be as legitimate
sources for skills. A high intelligence quotient (IQ) and technical 
competences are not enough to produce high performance; increasingly
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work also requires emotional competences. This is especially significant
due to the expansion of the service sector of the economy. ‘Emotional
intelligence refers to the capacity for recognising our own feelings, and
those for motivating ourselves and for managing emotions well in our-
selves and in our relationships’ (Goleman, 1998, p. 317).

Intelligence quotient and emotional intelligence (EI) are not in
opposition, but are different sets of competences. Emotional intelli-
gence requires knowing one’s own emotions, managing emotions,
motivating oneself, recognizing emotions in others and handling rela-
tionships successfully (Goleman, 1996, p. 43). Emotional intelligence
skills can be developed and those who possess such skills are more
likely to be effective, having ‘mastered the habits of mind that foster
productivity’ (Goleman, 1996, p. 36).

Motivation

Motivation may be defined as an inner force that impels human beings
to behave in a variety of ways and is, therefore, a very important part of
the study of human individuality. Because of the extreme complexity of
human individuals and their differences, motivation is very difficult to
understand both in oneself and in others. Nevertheless, there are certain
features of motivation that may be regarded as generally applicable:

1 The motivational force is aroused as a result of needs which
have to be satisfied. Thus, a state of tension or disequilibrium
occurs that stimulates action to obtain satisfaction.

2 The satisfaction of a need may stimulate a desire to satisfy fur-
ther needs (e.g. ‘The more they have, the more they want’).

3 Failure to satisfy needs may lead to a reduction or a redirec-
tion of the motivational force towards other goals seen as
more obtainable.

4 The motivational force has three basic elements – direction,
intensity and duration – i.e. it is directed towards goals, its
force may vary considerably, depending on the strength of
individual desires, and it may last for long or short periods or
be intermittently recurring.

5 There are two main sources of human needs:
(a) inherited, i.e. all humans share primary physiological

needs that must be satisfied for survival
(b) environmental, i.e. through the main socializing influ-

ences in their lives people acquire attitudes, values and
expectations, which lead to learned needs such as status,
fame, wealth, power.
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Some authorities claim that needs for affiliation with others, creativity
and achievement are also inherent in human beings.

Because of its central importance to the study of people at work,
motivation has been a subject of continued research since the early
years of the 20th century. In very broad terms, the many theories in
existence are of two kinds: they may be based on assumptions by prac-
tising managers, resulting from experience and direct observation, or
they may be the result of methodical research, usually by psychologists
and similar specialists.

Managerial theories

Traditionally, assumptions made by managers about motivation have
largely reflected a ‘carrot and stick’ approach. Ample evidence of the
prevalence of this approach may be seen in the systems of rewards and
punishments, applied in both direct and subtle ways, that are charac-
teristic of very many work organizations. Sometimes described as a
Rational-Economic Theory, it is exemplified in the ideas of F W Taylor
(1913) and his followers in the so-called ‘Scientific Management
School’, which introduced methods of time and motion study into
work organizations at the beginning of the 20th century. This theory is
based on assumptions that workers are motivated mainly by material
incentives. Such assumptions inevitably have a fundamental effect
upon the organizational environment, managerial styles, working
arrangements and methods. In Taylor’s system, for example, time and
motion studies were used to maximize efficiency and productivity
through payment for results. Workers were regarded as a factor of pro-
duction. Little heed was paid to the potential influence or importance
of human factors upon work performance.

Research studies

Because of their variety it is not easy to classify theories of motivation
without over-simplification. However, for the convenience of a general
review, two very broad categories may be distinguished. In one group
of studies the emphasis is directed mainly towards the importance of
needs as an influence on motivation. Because most of these studies are
concerned with higher human needs for creativity and self-fulfilment,
they represent a form of reaction to managerial assumptions about the
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dominance of economic motives. The main authors in this category
are Abraham Maslow, Elton Mayo and colleagues, Fred Herzberg,
David McLelland and Douglas McGregor.

Maslow’s hierarchy of needs

Based on the premise that humans are wanting beings whose behav-
iour is goal directed, Maslow postulates a catalogue of needs at differ-
ent levels ranging from the basic physiological and biological needs to
the higher, cultural, intellectual and spiritual needs:

1 Physiological: these are essential to survival, e.g. food, drink,
sleep, reproduction.

2 Security or safety: these refer to needs to be free from danger
and to live in a stable, non-hostile environment.

3 Affiliation: as social beings, people need the company of other
humans.

4 Esteem: these include self-respect and value in the opinion of
others.

5 Self-actualization: these are needs at the highest level, which
are satisfied by opportunities to develop talents to the full and
to achieve personal goals.

Two important assumptions are fundamental to Maslow’s theory: first,
higher needs do not become operative until lower needs have been
met (e.g. the hungry professor in prison is likely to be more interested
in food than philosophy); second, a need that has been satisfied is no
longer a motivating force. Research into the applicability of this system
to real situations has indicated that it is an over-simplification.
Nevertheless, the classification of needs into categories has provided a
very useful basis for subsequent research.

Mayo’s theory of social needs

Between 1927 and 1939, on-site experiments were carried out by Mayo,
Roethligsberger and Dickson at the Hawthorne Plant of the Western
Electric Co., Chicago, which have assumed a classical status in the study
of human relations. The initial objective was to study the effect of 
illumination on productivity, but the experiments revealed some 
unexpected data on human relations which had very significant 
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consequences for subsequent research in the behavioural sciences.
Very briefly, the main conclusions of the experiments were these:

1 Industrial life has taken much of the meaning out of work and
workers are driven to fulfil their human needs in other direc-
tions, especially in human relationships.

2 Workers are not solely concerned with economic needs and
material comfort.

3 Human factors play a very significant part in motivation, and
in this respect the research work emphasized the importance
of social needs and the influence of the work group.

4 Workers are likely to be more responsive to the influence of
colleagues (which include work group norms and sanctions)
than to attempts of management to control them by material
incentives.

5 If management styles produce a threatened, frustrated, alien-
ated workforce, worker groups will tend to adopt their own
norms and strategies designed to counter the goals of man-
agement.

The main lessons for managers which emerge from the Hawthorne
data are that the personal and social needs of employees are very
important in determining behaviour and that management should not
concentrate exclusively on productivity, material and environmental
issues which will prove to be a self-defeating aim. There were also les-
sons for management about group behaviour, discussed in Chapter 2.

Herzberg’s two-factor theory

The two-factor theory is a development of Maslow’s system. Herzberg
classified two categories of needs corresponding to the lower and higher
levels of human goals. He calls one group ‘hygiene factors’ and the other
group ‘motivators’. The ‘hygiene factors’ are the environmental factors
in the work situation which need constant attention in order to prevent
dissatisfaction. These factors include pay and other rewards, working
conditions, security, supervisory styles, etc. They are essentially factors in
attracting employees, and neglect leads to dissatisfaction, but they can-
not actively promote satisfaction or motivate workers. Motivation and
satisfaction, says Herzberg, can only come from internal sources and the
opportunities afforded by the job for self-fulfilment. According to this
theory, a worker who finds work meaningless may react apathetically,
even though all the ‘hygiene’ factors are well looked after. Thus, 
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managers have a special responsibility for creating a motivating climate
and for making every effort to enrich jobs. Herzberg’s ideas have pro-
voked much controversy, because they imply a general applicability and
do not seem to take enough account of individual differences. His insist-
ence that motivation comes from within each individual and that man-
agers cannot truly motivate but can stimulate or stifle motivation is,
nevertheless, an important contribution of the study.

Job satisfaction and motivation

Herzberg and others have advocated job redesign to make the work
itself inherently motivating, through designing the content and nature
of the tasks in the job. According to Hackman and Oldham’s theory,
the five core characteristics that produce psychological states that can
produce job satisfaction, motivation and improved performance are in
any one job:

■ skill variety (range of different skills demanded)
■ task identity (whether work is the whole process or part of the

process)
■ task significance (impact the job has on others) which together

produce the degree of meaningfulness experienced in the job
by the job holder

■ autonomy (degree of choice, control over the work) which
produces experiences of responsibility

■ feedback (whether the results of the work itself show clearly
the performance level achieved).

The feedback is motivational from the employee’s perspective accord-
ing to the strength of the need for ‘growth’ required by the employee.
All five characteristics combine to produce the ‘scope’ or complexity
of the job.

McLelland’s power affiliation achievement model

McLelland’s research has identified three basic categories of motivation
needs, i.e. power, affiliation and achievement, into which people could
be grouped according to which need appears to be the main motivator
in their lives. Those with a high power need seek positions of control
and influence; those for whom affiliation is the most important need
seek good relationships and enjoy helping others; achievement seekers
want success, fear failure, are task oriented and self-reliant. These three
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needs are not mutually exclusive. Many people are well motivated by all
three, but invariably one area is predominant. McLelland’s research has
also indicated that motivational patterns can be modified by specially
designed training programmes. The achievement drive, in particular,
can apparently be increased by this means. The implications of the the-
ory in practice are that managers can identify employees who are self-
motivated, those who rely more on internal incentives and those who
could increase their achievement drive through training.

McGregor’s Theory X and Theory Y

McGregor proposed that management makes two kinds of assumptions
about people, which he calls Theory X and Theory Y. Theory X is seen as
a set of traditional beliefs that people are inherently lazy and unambi-
tious, and will avoid responsibility. The main incentives to work are pro-
vided by the carrot or the stick and constant supervision is necessary.
Theory X attitudes, in McGregor’s view, are the main reasons why work-
ers adopt defensive postures and group together to beat the system when-
ever they can. Management expects them to behave in this way and they
fulfil the prophecy. Theory Y, on the other hand, takes a benevolent view
of human nature. It assumes that work is a natural human activity, which
is capable of providing enjoyment and self-fulfilment. According to
Theory Y, the chief task of the manager is to create a favourable climate
for growth, for the development of self-reliance, self-confidence and self-
actualization through trust and by reducing supervision to a minimum.

The second category of studies is more concerned with the dynam-
ics of the motivational process. In this group there is much more
emphasis on the importance of individual differences, of individual
expectancy as a function of motivation, and of the contingencies of dif-
ferent situations.

Lewin’s field theory

Believing that behaviour is the result of an individual’s reaction with
his or her environment (i.e. B, Behaviour, is a function of P, Person,
and E, Environment), Lewin reached the following conclusions about
motivation:

1 Motivation depends upon the individual’s subjective percep-
tions of his or her relationships with his or her environment.

2 Behaviour is determined by the interaction of variables, 
i.e. tension in the individual, the valency of a goal and the 

16 Essentials of human resource management Chapter 1

H6795-Ch01.qxd  4/4/06  10:12 AM  Page 16



psychological distance of a goal (in other words, the existence
of a need, the perception of the possibility of fulfilment and
the reality of this possibility).

3 Human beings operate in a field of forces influencing behav-
iour like the forces in a magnetic field, so that people have dif-
ferent motivational drives at different times.

4 In the context of work some forces inhibit (e.g. fatigue, restricti-
ve group norms, ineffective management) while others motiv-
ate (e.g. job satisfaction, effective supervision, rewards).

Vroom’s valency expectancy theory

Vroom proposes that motivation is a product of the worth or value that
individuals place on the possible results of their actions and the expect-
ation that their goals will be achieved. The theory is expressed by the
formula:

Force (F) � Valency (V) � Expectancy (E).

The importance of this approach is the emphasis that it places on the
individuality and variability of motivational forces, as distinct from the
generalizations implied in the theories of Maslow and Herzberg.

Porter and Lawler’s model

This model is in the same genre as the theories of Lewin and Vroom in
its concern with the influence of perception and expectancy on motiv-
ation (Figure 1.2). However, it is a more comprehensive account than
the other theories. The model is based on the following propositions:

1 The motivational force of an individual depends on how he or
she perceives the value of the goal, the energy required to
achieve the goal and the probability that the goal will be
achieved.

2 This perception is, in turn, influenced by the individual’s past
experience of similar situations, because this will enable a bet-
ter self-assessment of the required effort, the ability to per-
form as required and the probability of achieving the goal.

3 Performance achievement is mainly determined by the effort
expended, the individual’s understanding of the task require-
ments and self-assessment of ability.
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4 Performance is seen by the individual as leading to both
intrinsic and extrinsic rewards, which produce satisfaction if
the individual perceives the reward as fair.

This model is probably the most comprehensive and adequate descrip-
tion of the motivational process in its potential practical application. It
underlines the need for a system of management by objectives, per-
formance appraisal and very careful attention to the organization’s sys-
tem of intrinsic and extrinsic rewards, as well as the value of training.

Schein’s theory of ‘complex man’

Schein’s thesis is an appropriate conclusion for a survey of motiv-
ational ‘complex man’ theories. His view is that while all theories con-
tain some truths about human behaviour, no single theory is adequate
by itself. His position may be summarized as follows:

1 People are driven by nature to fulfil a variety of needs, some
basic and some on a higher plane.

2 Needs once satisfied may recur (e.g. basic needs); others (e.g.
higher needs) are constantly changing and being replaced by
new needs.

3 Needs vary, therefore, not only from one person to the next,
but also within the same person according to differences of
time and circumstances.

4 Effective managers are aware of this complexity and will be as
flexible as possible in their approach to their subordinate
staff. Above all, they will learn to avoid generalized assump-
tions about the motivation of others based on projections of
their own views and expectations.
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Because of the complexity of motivation, managers cannot expect to be
able precisely to gauge the various motivational forces that influence
their individual subordinates. They can, however, use the available data
to broaden their understanding and to provide a framework for
analysing the general influences (Figure 1.3) that may interrelate to
produce a variety of individual motivational patterns:

1 Forces within individuals themselves: attitudes, beliefs, values,
assumptions, expectations and needs.

2 The nature of the job: extrinsic and intrinsic rewards, compon-
ent tasks, responsibilities, work arrangements, feedback on
performance.
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Individuals

Uniqueness of each individual derives from inherited
and environmental factors. Individuals develop
unique systems of attitudes, assumptions, values,
expectations etc. These fundamentally influence
personal motivation and interpersonal relationships

Self-awareness

Important to managers and employees alike.
Johari window describes four states (panes).
Requires concord between views of individual
and others. Plus and minus points are revealed
by systematic review of life history

Communication

Its essence is a two-way process of
transmission-reception. Each message
is a complex of signals, e.g. spoken
messages comprise words, tone,
expression, gestures, postures etc.

Encoding and decoding are filtered
through each individual’s personal
system of assumptions, expectations,
values, needs, etc. This process is the
fundamental cause of communication
barriers. The problem may be
mitigated by:

1 A genuine desire to communicate
2 Trust and openness
3 Awareness of the nature and
 problems of the process
4 Sharing experience
5 Checking understanding

In essence it is an inner force driving
humans to satisfy needs inherited and
environmentally acquired. The force has
three elements: direction, intensity,
duration. There are three main groups
of theories.

Managerial assumptions (e.g. Taylor’s
rational-economic theory)

Human needs (e.g. Maslow, May,
Herzberg, McLelland and McGregor)

Expectancy/contingency theory 
(e.g. Lewin, Vroom, and Porter and Lawler)

Schein’s ‘complex man’ summarizes
the complexity of motivation.

A general analysis model:

1 Forces within individuals
2 Nature of the job
3 Work environment

Motivation

Figure 1.3
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3 The environment of work: senior managers and their styles; other
colleagues and relationships with them; organizational cli-
mate and practices.
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Questions
1 Why is it important to be aware of individual differences? What are they and what

effects may they have in behaviour and relationships?
2 What is the Johari window?
3 How may self-awareness be described and how may it be achieved?
4 Briefly describe the essential nature of human communication.
5 What are its inherent problems, and what conditions are necessary for communica-

tion to be effective?
6 Give a brief definition of motivation.
7 What are the distinctive features of the theories of the following authorities:

Maslow, Herzberg, McGregor, McLelland, Porter and Lawler?
8 Describe a simple framework for a systematic analysis by managers of motivational

factors.
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C H A P T E R

Groups
2

The behaviour of groups has important consequences for manage-
ment. Studies have revealed the importance of research into groups
organized as teams, because of the potential impact of group behav-
iour on organizational performance.

Teams are the basic units of accountability and work. This is the most
widely accepted tenet of research on the topics of team-based
Organizations, and the major element that distinguishes team-based
Organizations from other Organizations (Harris and Beyerlein, 2003,
p. 189).

Studies that have been made throughout the past 50 years have indi-
cated the existence of the varying phenomena of group behaviour and,
in particular, the informal patterns which are not taken into account in
formal, official prescriptions about work issued by management. These
revelations are especially significant because of the implications for lead-
ership. If managers are unaware of these phenomena and their causes,
they will make unwarranted assumptions based on their own perspec-
tives, and will establish goals, structures, plans and work arrangements
that are inappropriate to the groups that they lead. In fact, some of these
phenomena may be a reaction to inappropriate, insensitive behaviour
on the part of management, so that a vicious circle of negative behaviour
may be set in motion, which is virtually self-perpetuating.

The main concern of managers about their work groups is that they
should work cohesively as teams in order to achieve the required results.
Their interest in group behaviour is centred, therefore, on basic ques-
tions such as, what factors make groups work cohesively and what fac-
tors cause disruption? In order to find likely answers to these questions
we need to examine a series of related questions: what are the charac-
teristics of work groups? Why and with what expectations do people
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join them? How in general do they operate? What kinds of problems
may arise within the group, between groups and managers, and
between different groups? These questions will provide a useful frame-
work for a systematic analysis of the subject.

Reasons for membership of groups and 
the expectations from group members

The reasons why individuals join groups, and the expectations that
each person has, will naturally cover a very wide range. The main iden-
tifiable group membership reasons closely match the categories of
Maslow’s hierarchy: material or economic; social; self-esteem or status;
self-development of fulfilment. Evidently, the satisfaction of material
needs is only one of a number of possibilities.

When people join work groups a contract is formally drawn up
which makes precise statements about what employers require and
what they will give in return. These terms and conditions are invariably
expressed in material language. They do not say, for example, that the
firm will undertake to satisfy the employees’ needs for self-esteem or
self-fulfilment. Nevertheless, behind the formal language of the official
contract there is always implied what has been described as a ‘psycho-
logical contract’, this being the ‘deal’ between employer and employee
resting upon reciprocal obligations and understandings. This means
employers assume that employees’ decisions to join organizations indi-
cate a willingness to accept the principle of subordination and to rec-
ognize the authority of the organization as legitimate. The employees’
perception, on the other hand, is that, since the relationship is volun-
tary, they have some freedom for the exercise of influential behaviour,
which could, if necessary, lead to changes in the work situation.

Interaction within and between groups

Before the particular manifestations of group behaviour revealed by
specialized studies are examined, it would be useful to consider the
subject in general terms. Tuckman, for example, has proposed a four-
stage model as a general description of the chronology of a group’s
progress towards cohesive collaboration:

■ Stage 1 – Forming : the initial stage, when members are tentative
about the task, about each other and the group leadership.
Extremes of view are usually restrained. Members test each
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other and draw up rules of conduct. In a leaderless group,
leaders may be chosen or begin to emerge. These may be
changed in later stages.

■ Stage 2 – Storming : the members are getting to know each
other better and are prepared to put forward their views more
vigorously. This leads to conflict between individuals, leaders
or subgroups that may have emerged.

■ Stage 3 – Norming : the conflicts begin to be controlled as the
members realize the need to cooperate in order to perform the
task. The group produces norms of behaviour, i.e. an accepted
code of attitudes and conduct that all the members accept.

■ Stage 4 – Performing : the group has now developed the required
degree of cohesion to work as a team and to concentrate on
the problems it has to overcome to attain its goal.

This is only a very generalized model and it may not apply to all types
of groups. Nevertheless, the basic principles have a wider application
and give a useful insight into the behaviour of groups with a continu-
ous existence and an ongoing task.

Another useful general model of group behaviour is the result of
studies carried out by R F Bales and colleagues at Harvard University.
These data are based on the observation of small discussion groups,
and, like Tuckman’s model, these conclusions would be directly applic-
able to work groups of a similar nature, such as committees. However,
some general principles may be derived to describe the behaviour of
people in working groups whose relationship extends over much
longer periods. Briefly to summarize Bales’s data, he found that behav-
iour fell into two main categories:

■ task oriented
■ socioemotional oriented.

His observations showed that, apart from efforts directed towards the
task, there was another type of behaviour that concerned the human
aspects of the group and its individual members. Bales further distin-
guished two subcategories of socioemotional behaviour:

■ emotionally positive
■ emotionally negative.

Emotionally positive behaviour is directed towards enhancing the cohe-
siveness of the team, and expresses itself in tension-releasing humour,
action to support other members of the team, etc. Emotionally negative
behaviour is egocentric, and expresses itself in the form of antagonism,
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signs of tension, appeals for help, withdrawal of cooperation, etc. This
study also indicated that some people tend to give a lead either in the
task-oriented or socioemotional roles, e.g. one person would be primar-
ily concerned with the task and another would be more interested in
maintaining group cohesiveness. Occasionally, the two functions might
be combined in the same person.

These two general models are not only helpful for providing a broad
understanding of group behaviour, but particularly for emphasizing two
basic orientations, namely task fulfilment and group cohesiveness. On
this basis, we can now look in rather more detail at particular phenom-
ena of group behaviour and associated problems with which managers
have to contend. Certain factors have been identified as fundamental in
their influence on the behaviour of groups:

1 The task: its nature and the arrangements imposed by man-
agement in terms of methods and work conditions.

2 The group: its size, composition, relationships and norms.
3 The leadership function: styles and their appropriateness to the

task and the group.
4 The environment: relationships with other groups and the main

organization.

The influences of these factors are described below and are illustrated
with examples from work situations and data from various research
studies.

The task

The nature of the work and the way it is arranged can have a very import-
ant influence on either stimulating or impeding group cohesiveness.
For example, where the tasks of the group involve prestige and esteem,
such as the public display or special service units of the armed forces,
there is seldom much difficulty in obtaining recruits to the group,
retaining members or developing a high level of group cohesiveness.
Similar cohesiveness is found among groups who share dangerous or
hard conditions, e.g. miners. On the other hand, where the technology
of the task reduces social interaction to a minimum as, for example, in
the production lines of the motor industry, then the problem of creat-
ing a spirit of group unity may become virtually impossible.

Some well-known and valuable studies have been conducted on the
effects of the task upon the group. A team from the Tavistock Institute
of Human Relations studied the effects on groups of coal miners of a
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technological change from traditional short-wall to long-wall methods
of mining. Traditional methods had been based on small, highly
autonomous, cohesive teams. When new mechanical equipment was
introduced, which revolutionized the working arrangements, the trad-
itional small groups were replaced with much larger groups under a
supervisor, and divided into three shifts, each performing different
stages of the total task. Although the new arrangements were very sound
in technical terms, the human consequences were very serious: the for-
mer cohesiveness of the small group was destroyed; workers developed
feelings of social disorientation; and low productivity became an
accepted norm.

Data that underlined the findings of the Tavistock Institute were pro-
duced in a classic study of a gypsum factory in the USA by Alvin Gouldner.
Here, management introduced a series of new working arrangements
into a factory that had a long tradition of highly autonomous working
groups and well-established group norms. The new-broom methods were
intended to produce greater efficiency but, in fact, they created much
tension, countermeasures and a series of bitter disputes.

Both of the examples quoted above illustrate the possibly serious
consequences of management’s lack of awareness of the general
nature of group behaviour and of the particular influence of the task
and working arrangements.

The group

Relationships within the group are affected by factors such as size, com-
position, individual personalities of group members and their roles,
and group norms. Managers need to understand these factors and their
influence as a basis for analysing possible sources of unity or disunity
inside a group. All the evidence suggests that highly cohesive groups are
generally more productive than groups that are less cohesive. At the
same time, it would be wrong to assume that group cohesiveness neces-
sarily correlates with high levels of productivity. A group may become
cohesive as a reaction to and a defence against the tactics of manage-
ment of which it disapproves, or because of perceived threats from
other groups.

The size of a group may influence possible patterns of behaviour, and
it has an obvious relevance to questions of communication. No hard
and fast rules can be laid down because of the varying requirements of
different situations. However, if the group is too large, it may divide into
subgroups that may collaborate for reasons other than productive work.
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In large groups, leaders have problems of the span of control. It is diffi-
cult for them to know their subordinates well, and communication bar-
riers are more likely to occur.

The composition of the group will also influence patterns of inter-
action. Managers cannot normally be expected to plan or manipulate
the composition of their groups to take care of all possible subtle influ-
ential factors of personality, experience, social class, age, etc. In theory,
the greater the homogeneity a group has, the more cohesive it is likely
to be. Except for circumstances where there are too many dominant
personalities, a blend of personality traits could be as much an advan-
tage as a disadvantage.

A brief reference has already been made to group norms. They
occupy such a prominent role in the general behaviour of all groups
that more needs to be said about them. Norms are to a group what the
individual perspective is to each separate human being. Thus, a group
will develop an identity of its own in terms of common patterns of
behaviour and attitudes, as in clubs, gangs, societies, etc., which attract
people of a like mind. Work groups develop norms about work, e.g.
standards, quantity of output and attitudes to management. They may
also develop other norms which act, as it were, as the unwritten ‘rules
of the club’, e.g. members of this work group will dislike certain other
groups, will read certain kinds of newspapers, will hold certain kinds of
political views. Newcomers to the group are expected to comply initially
while they pass through what is termed the socializing process of learn-
ing the expected behaviour. Eventually they will find that they have
unconsciously made the group’s behaviour and attitudes their own, i.e.
they have internalized the norms of the group, or else the group will
reject them and they will remain outside the group.

Closely linked with the phenomena of norms is the pressure exerted
by the group on members to conform. Non-conformists may well be
rejected by the group. In extreme cases, this means being totally ignored.
A number of authors, especially in the USA, e.g. Millgram, Asch and
Janis, have made special studies of conformity which have produced
some rather disturbing conclusions about the degree to which people
may succumb to social pressures to ‘toe the line ‘and to suppress their
real beliefs. Applied to working situations, these data indicate that
group decisions, e.g. those made by committees, are often not nearly as
sound as is popularly supposed. Strong pressures within a group to
reach consensus may well result in the suppression of wiser counsels.

The Hawthorne studies discussed in the previous chapter showed how
group solidarity – the face-to-face relationships with group members –
were more significant to them than their relationship with managers.

26 Essentials of human resource management Chapter 2

H6795-Ch02.qxd  4/4/06  10:14 AM  Page 26



Groups and teams

From the discussion so far we may conclude that group working elicits
behaviours oriented towards the social relations within the group and
sometimes acts on behalf of the membership, i.e. ‘collective behaviour’
towards members of the group and towards those who are outside the
group. Work groups are often described as teams by managers. The
extent to which a group is a team is a function of the degree of inter-
dependency between group members in carrying out collective tasks.
Sales teams, production teams and management teams are often char-
acterized by the collective nature of their work tasks.

In his famous study of team roles, Meredith Belbin (1981) looked at
how successful teams make the best use of the different roles people
perform in groups. He listed the team roles as:

■ Chairman – calm, self-confident, welcomes all contributions,
strong sense of objectives.

■ Shaper – highly strung, dynamic, drive, readiness to challenge.
■ Plant – individualistic, active, intellectual, creative.
■ Resource investigator – enthusiastic, curious, contacts people,

explores new ideas.
■ Monitor/evaluator – sober, unemotional, acts with discretion,

judgemental.
■ Team worker – socially oriented, responds to people, promotes

team spirit.
■ Completer/finisher – orderly, conscientious, perfectionist.
■ Company worker – conservative, dutiful, organizing ability,

practical.

The balanced team ensures these roles are filled. Belbin argues from
his research that individuals have a preferred role in groups, but can
adopt other roles if necessary for the effective working of the team. For
example, the person whose natural preference is to be a resource
investigator might slip into the role of the ‘team worker’ or the ‘com-
pleter’, if this role was missing in the group.

This is an account of how individuals can play parts to ensure success
in a team by their individual behaviour.

Team competence

However, there is also the question of whether teams possess collective
characteristics, the whole being greater than the sum of the parts. We
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can see that in sports teams, high performing individuals when grouped
together do not necessarily perform well as a team, e.g. a World Inter-
national Cricket XI drawn from the best players in all the major cricket-
ing nations was beaten by the Australian cricket team with a huge
margin in 2005. Similarly, the Oxford and Cambridge boat race has
often been won by an eight containing many young men only recently
introduced to the sport, even when competing against Olympic oars-
men in the other boat. This may be due to ‘team mental models’.

Thus, if individual team members have a similar understanding of the
task, a similar understanding of their purpose and role within the
organisation, and a similar understanding of each other’s strengths and
weaknesses, the overlap between individual mental models could be
described as the ‘Team Mental Model’ (Langan-Fox, 2003, p. 328).

To discover how collective competences help teams to become suc-
cessful, a research project was undertaken by Mills et al. (2000) which
showed that many of the different types of teams which were studied
(including senior management teams, jazz groups, football teams, vir-
tual teams and project teams) possessed a similar range of team com-
petences. To be successful, teams have to have competences in task
capability, and within the psychological environment of the team. The
task capability competences were those which enabled the completion
of the task, and resourcing the team; whereas the psychological environ-
ment of the team depends upon competences which helped to fuse the
team together, and to encourage affiliation, as shown in Table 2.1.

All of these studies show the significance of group processes for the
outcomes achieved. They also reveal that the ‘group’ or team may be
taken as a separate unit of analysis, with its own collective agenda and
way of working. Human resource management needs to work with this
concept. As we discuss later in the book, some of the most important
ways in which we can sustain high performance are through the cre-
ation of high performing teams, e.g. by providing the conditions
under which such teams thrive. This means turning the normal
processes of group working to positive effect and developing team, as
opposed to just individual competence.

Leadership and groups

Leadership has a crucially important bearing on group behaviour. As
an influential factor we are especially concerned with different styles of
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leadership and their possible effects upon groups. Because of its spe-
cial importance, leadership will be discussed in detail later in this chap-
ter. For now, it is enough to say that the effective performance of a
group is obviously greatly determined by the skill of the leader in coord-
inating the efforts of the individual members, and also by the degree to
which the style of leadership is appropriate to the task and the nature
of the group. Studies of group behaviour have revealed the import-
ance of informal leaders. In the work situation, most leaders are
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Table 2.1
The team competence framework (with examples of the team competence
definitions)

Enabling

Communicating

Integrating: this competence is dependent upon those process elements that
enable the team to become integrated to an appropriate level to ensure effective
task actions

Adapting

Situational sensing

Creating

Resourcing

Knowing: this is a resource competence that encompasses the shared
understanding of that knowledge required by the team to achieve a successful 
task outcome

Contextualizing

Evolving expertise

Team wisdom

Fusing

Emotional maturation

Bonding

Openness: this competence enables an environment within the team where
members are free to express themselves in an honest and valued way

Affiliating

Motivating

Committing

Inspiring

Believing: this competence describes those factors that facilitate a sense of team
efficacy within the team.This is a type of team belief and team confidence
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appointed by the organization, but there are very often other unoffi-
cial and influential group leaders who emerge from the informal
behaviour of groups.

The environment

Work groups operate mainly in the environment of the organization to
which they belong. The significance of the group’s environment lies
chiefly in its relationship with the organization as a whole and with the
other groups that comprise the organization. At best there might be
what could be termed friendly rivalry or healthy competition between
different groups but, in the work situation, where there is often com-
petition for limited or scarce resources, intergroup feelings may well
extend to hostility. Paradoxically, such negative feelings can arise from
the very force of cohesiveness that gives an individual group its
strength. Some valuable experiments to study intergroup relationships
were carried out by Sherif in the USA with groups of boys at a camp.
Situations were deliberately contrived to stimulate intergroup hostility,
in which one group could only win at the expense of another. The
results revealed markedly increased intragroup solidarity and inter-
group hostility. Tensions were reduced or removed by giving common
goals to all groups and deliberately increasing social contacts in non-
competitive situations.

Finally, it has to be emphasized that, although we have been consider-
ing the task, the group itself, its leadership and environment as sep-
arate factors of possible influence, in practice the influences of these
factors interrelate and overlap in a variety of subtle and complicated
forms.

Conclusions

To achieve cohesiveness within individual groups, collaboration
between different groups and hence total effectiveness, certain basic
requirements need to be met:

1 An equilibrium has to be maintained within a group between
the energies directed towards the achievement of tasks and
maintaining the team as a cohesive unit.

2 Conditions have to be established which make membership of
the group worthwhile and meaningful to the individuals in
the group.
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3 The effectiveness of the organization as a whole rather than the
effectiveness of individual groups needs to be emphasized.
Measures need to be taken to develop collaboration between
groups and to establish sound communication links.

4 Exchanges between members of groups should be encour-
aged to reduce insularity and to promote mutual understand-
ing of problems.

5 Team, i.e. collective, competence should be developed.
6 Situations that produce winners and losers should be avoided,

and teams should be created in conjunction with high per-
formance work systems.

7 Leaders of groups need to meet regularly to discuss common
problems and to concentrate on total effectiveness rather
than the interests of individuals or groups.

8 Group leaders need to be aware of the significance of the
informal behaviour of groups, of group norms and of the pos-
sible existence of leaders other than those officially appointed.
They should harness the team’s energy to the overall goals of
the organization.

Leadership

Leadership is obviously a subject of extreme importance in manage-
ment. As modern research has clearly shown, leadership is a part of the
study of group behaviour. Leaders cannot operate in isolation, and
groups with tasks to perform cannot perform these tasks without lead-
ers. Leaders are members of groups, influencing them and being influ-
enced by them. They are especially concerned with the cohesive
development of the group as a prerequisite for the ultimate achieve-
ment of the group’s goals. If management is defined as a process of
making the most effective use of available human and material
resources for the achievement of specified goals, then leadership may
be described as the component of management that is most concerned
with the use of human resources.

Until recently, nearly all the emphasis of leadership study had been
concentrated on leaders themselves, usually by examining the careers
of well-known leaders of history in an attempt to analyse the secrets of
their apparent success. Thus, a belief predominated for centuries that
leadership was dependent on the circumstances of one’s birth. Some
became leaders because they had the good fortune to be born into
noble, naturally ruling classes, others because they were endowed with
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certain innate qualities. The idea that leadership is a facet of group
behaviour has only emerged in recent times from studies of the human
problems of industrial society. It has led to some profoundly important
conclusions:

1 Leadership has no meaning outside the context of tasks to be
performed and groups to perform these tasks.

2 Studies of leaders as isolated individuals provide little useful
insight into the nature of leadership.

3 A deeper understanding can only come by analysing what
leaders and groups do in a variety of specific situations.

Studies on leadership published in earlier times invariably included lists
of what their authors regarded as the essential traits of a good leader.
While these lists naturally coincide in a number of important respects,
at the same time they inevitably vary in their total contents, their prior-
ities and their emphases. These variations clearly illustrate the funda-
mental limitations of attempts to study leadership on a basis of personal
qualities. Such an approach has been shown to provide no means for
answering some of the fundamental questions that need to be asked,
e.g. if there is no consensus on what makes effective leaders, by what cri-
teria are they to be identified, developed and assessed? Even if a con-
sensus on essential qualities did exist, and some kind of valid test could
be devised to identify those who measure up to these requirements, are
we then to believe that such people could perform with equal effective-
ness as leaders in any circumstances? The very wide variety of possible
work situations immediately suggests that this cannot be so.

The functional approach to leadership as an element of group behav-
iour has dispelled much of the mystique that formerly surrounded the
subject. Above all, it has provided a framework for meaningful analysis
and for the systematic selection, training and assessment of leaders. The
emphasis has shifted from the study of leaders to leadership as a function
of coordinating the efforts of a group to achieve specified tasks. At the
same time, it is apparent that there is considerable variation in the nature
of tasks and in the composition of groups. From this, certain conclusions
may logically be deduced. People can be trained to gain insight into the
nature of group behaviour and to develop the interpersonal skills
required to accomplish a productive coordination of human efforts; the
very wide variety of situations means that certain styles of leadership will
be more appropriate to some situations than to others. Therefore, lead-
ers should be trained to be as flexible and adaptable as possible or if, in
fact, people cannot significantly vary their leadership styles, then particu-
lar types of leaders should be matched with particular situations.
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After the Hawthorne experiments had aroused the initial interest in
group behaviour, serious research into leadership soon followed and
has continued ever since. The change of emphasis from the personal-
ity of leaders to leadership as a function in a collaborating group had a
profound effect during the post-war years, first on the selection and
training of military leaders and, subsequently, of managers in general.
However, the innovation of the functional approach caused some
problems of misunderstanding, because traditionalists interpreted this
approach to mean that personal qualities are not important – a view
that misrepresents this theory. The personal qualities for effective lead-
ership are not in question. The message of the functional approach is
simply that an analysis of personal qualities gives little help in under-
standing what leadership means in action.

The quantity and variety of research is so extensive that a comprehen-
sive summary cannot be attempted in this brief survey. Nevertheless, the
findings and conclusions of some of the most important works merit a
brief description because of what they have to say about effectiveness in
the management of people. Many of the studies of leadership have been
carried out by direct observation of people at work. Others have taken
the form of ‘armchair philosophy’, based on personal experience or the
reorientation of previous works. Some of the research has been carried
out by university teams and some by particular individuals.

University of Iowa

This was the first serious attempt to study leadership in groups in action.
It was based on the activities of boys who were members of a model-
making club and were quite unaware that they were being observed for
experimental purposes. They were divided into three groups and sub-
jected in turn to three quite different styles of leadership:

1 Autocratic, whereby they were given no scope for initiative
and were tightly disciplined.

2 Democratic, whereby the leadership was positive and firm,
but allowed participation and freedom of expression.

3 Laissez-faire, whereby the boys were allowed to do as they pleased.

The results clearly indicated the superiority of the democratic style for
all three groups in terms of general contentment, group cohesiveness
and productivity. The other styles produced apathy, disunity and low
productivity. It would be dangerous to seek correlations between the
behaviour of juveniles in leisure activities and adults at work, but the
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data of the experiments at least emphasized for the first time the
importance of leadership styles.

Harvard department of social relations

The work of R F Bales and his colleagues has already been mentioned
in connection with group behaviour. Since there is a very close link
between the study of groups and leadership, it is not surprising that
this research has important messages for managers in their leadership
roles, which are:

1 They need to be aware of the equilibrium problem, to balance
the demands of the task against those of personal and inter-
personal feelings.

2 They need to recognize the main kinds of contributions to a
group’s work, i.e. task-oriented behaviour and socioemotional
behaviour, and especially to distinguish between the positive
(group maintenance directed) and negative (individually ori-
ented) aspects of this behaviour.

3 The leader’s constant task is to move the group in a coord-
inated way and towards the achievement of its goals, but at the
same time to keep relationships harmonious and personal
outcomes at a high level (to motivate people who want to
retain membership).

4 The two facets are interdependent. In practice, there could
sometimes be high-quality work but a rapid turnover of staff,
which reduces total efficiency.

Ohio State University

A team from this university carried out an extensive on-site study with
employees of the International Harvester Company to study the effects
of leadership, which covered a very wide range of different types of
behaviour that leaders use in their dealings with subordinates. A statis-
tical analysis of results revealed two broad categories of behaviour: one
directed towards fulfilling tasks and goals, the other concerned with
group reactions and individual feelings. Applying these categories to dif-
ferent levels of managers, the team found that some managers showed
clear preferences for one of the two styles, while others exhibited both
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in fairly equal measure. It was also found that, in general, extremes in
task-oriented styles correlated with high grievance rates and that the
subordinates of leaders who strongly favoured people-oriented styles
had lower grievance rates.

University of Michigan

These experiments took place at the offices of the Prudential Insurance
Company and looked at the correlation between work performance
and leadership styles. Taking sections engaged in similar work, the
team identified those with high productivity and those with low prod-
uctivity. Next, they established that there were no significant differ-
ences in the supervisors of the sections in terms of variables such as
age, sex and experience. A study of the supervisory styles produced
most interesting results. The supervisors of high-performance groups
revealed similar behaviour. In particular, they exhibited concern for
their employees, allowed them to share in decisions affecting work and
generally established an atmosphere of trust. The supervisors of low-
performance groups exhibited opposite types of behaviour and in gen-
eral were much more concerned with productivity than with their
subordinates.

Likert’s four-systems model

Rensis Likert, also of the University of Michigan, has made a pro-
longed study of management and, in particular, the effect of leader-
ship styles upon people at work and in consequence upon group
cohesiveness, effective performance and productivity. His research has
led him to propose four main identifiable styles, which he calls Systems
1–4, described as follows:

■ System 1 – Exploitive-authoritative: managers are very autocratic,
do not trust subordinates, motivate mainly by fear and pun-
ishment, attempt to communicate only in a downward direc-
tion and make all decisions unilaterally.

■ System 2 – Benevolent-authoritative: managers have a less harsh
attitude, but still keep a tight control, especially in decision-
making. They motivate with rewards and sometimes punish-
ment and allow a limited measure of upward communication.
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■ System 3 – Consultative: managers are much more employee 
oriented than those of Systems 1 and 2. They motivate 
with rewards, participation and occasional punishment. They
allow fairly unrestricted two-way communication. They tend
to keep decision-making on major issues mainly to them-
selves.

■ System 4 – Participative-group: managers show complete trust
and confidence in subordinates, who share in communica-
tion and decision-making at all levels. They operate with
themselves and their subordinates as a group.

Likert’s research into actual work situations indicated a clear correl-
ation between the four systems and the managers’ success as leaders
and the groups’ achievement of goals and productivity. System 4, 
needless to say, was found to be superior to the others, a conclusion
that closely matched the research data at the Prudential Insurance
Company.

F E Fiedler’s contingency model

Fiedler has made a unique contribution to the study of leadership. He
has proposed that there are three critical dimensions for classifying
leadership in situations:

1 The leader/group relationship.
2 The ease or difficulty of the task (e.g. structured or 

unstructured).
3 The leader’s vested authority.

He further proposes that in these three dimensions the situation may
be favourable or unfavourable for the leader (e.g. he or she may not have
enough authority to deal with a particular kind of group). Matching
favourability and unfavourability with the three basic dimensions, he
then produces eight possible combinations, ranging from dimensions
1, 2, 3 all favourable, to dimensions 1, 2, 3 all unfavourable. This is the
model for determining the nature of the situation.

Next, he produces a model for categorizing leadership styles. An indi-
vidual leader’s style is determined by scoring a questionnaire designed
to reveal the individual’s attitudes towards persons that they themselves
choose as the work colleague with whom they have had most difficulty
in working (designated by Fiedler as ‘the least preferred co-worker’ –
LPC). Each tested subject is then given an LPC rating, in which high
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scores indicate leaders who are people oriented and low scores those
who are task oriented. The essence of Fiedler’s Contingency Theory is
that, in practice, we need to identify the nature of the situation and
then select leaders most likely to be suited to a particular situation.
Thus, for some situations, a people-oriented leader (i.e. high LPC) will
be more effective, while other situations call for the task-oriented style
(i.e. low LPC). This theory differs from other theories on leadership in
that Fiedler inclines to the view that individuals tend to have preferred
styles and that these need to be adapted to situations. Most other
authors urge the need for developing flexibility in leaders to meet the
needs of varying situations.

Tannenbaum and Schmidt

These authors are concerned with problems of leadership style and
with questions such as whether managers can be democratic towards
subordinates and yet maintain the necessary authority and control. For
purposes of analysis they have produced a ‘continuum of leadership
behaviour’ ranging from authoritarian styles at one extreme to demo-
cratic styles at the other, which they call ‘boss-centred’ and ‘subordinate-
centred’ leadership. Unlike other models that advocate a preferred
style, this model attempts to provide a framework for analysis and 
individual choice. The authors propose three key factors on which the
choice of leadership pattern depends:

1 Forces in the manager (e.g. attitudes, beliefs, values).
2 Forces in the subordinates (e.g. their attitudes, beliefs, values

and expectations of the leader).
3 Forces in the situation (e.g. pressures and constraints pro-

duced by the tasks, organizational climate and other extrane-
ous factors).

In summary, their conclusions are:

1 When deciding which point along the continuum represents
the appropriate style, leaders need to begin with an analysis of
these three factors, but in particular they need to clarify their
own objectives.

2 Leaders need to develop skills in reading situations in these
terms and then should be able to behave appropriately in the
light of their perceptions.
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3 No single style of leadership is always right and another always
wrong. Successful leaders are neither assertive nor permissive,
but are consistently accurate in their assessment and applica-
tion of where on the continuum they should be.

The Blake–Mouton managerial grid

This is a well-publicized system for identifying leadership styles as a basis
of training. Following the data of other authors, Blake and Mouton
identify two critical basic dimensions: concern for the task and concern
for the people. To find the precise location of a leader’s style they have
produced a grid, with ‘concern for people’ along one axis and ‘concern
for the task’ along the other. Each dimension ranges from 1 (low) to 9
(high) so that a grid of eighty-one squares is produced. The extremes
are found in each corner:

1 Highest concern for people, lowest for task � 1.9.
2 Lowest concern for people and task � 1.1.
3 Highest concern for task, lowest for people � 9.1.
4 Highest concern for people and task � 9.9.

A moderate concern for both is in the middle of the grid and scores
5.5. The ideal which leaders should aim to achieve is 9.9.

John Adair’s functional leadership model

This model was developed while the author was lecturing at the Royal
Military Academy, Sandhurst. It is based on the research data of studies
of leadership and groups, and the author’s own experience at Sandhurst.
The model is three-dimensional, and proposes that in all leader-
ship situations there are three crucial areas to which the leader must
attend:

1 the task
2 the maintenance of team cohesiveness
3 the needs of the individuals.

All three areas require constant attention, but effective leadership
depends upon the leader’s skill in giving appropriate emphasis to par-
ticular areas at particular times. The special importance of this model
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is its usefulness for training purposes, since activities can be meaning-
fully analysed and assessed in these terms.

Recent research on leadership has become eclectic. The hangover of
the ‘great person’ theory of leadership still persists, with research into the
characteristics of higher echelons in organizations, in terms of their age
and background. There are also studies of the process of leadership, in
particular the leader’s role in managing changes (e.g. the idea of ‘trans-
formantional leadership’), leaders as the provider of the ‘vision’ for the
organization, and various forms of collaborative leadership, leaders as
coach and learning facilitator, all as part of a continuing interest in lead-
ership styles.

One important conclusion we can draw from this multiplicity of
research paradigms and methodologies, is that the significance of the
topic has become so pronounced that leadership is seen to be a critical
determinant of most aspects of organizational life. The questions about
the relationships between the quality of leadership and organizational
success have never been closer to the top of the agenda for researchers
and managers alike. For the HR function this raises fascinating ques-
tions, e.g. how to make top teams effective, how to influence perform-
ance and how to manage change are all related to leadership. There are
also the associated issues about leadership and employee relations, such
as partnership approaches, management development, the identifica-
tion of potential development methods, career planning, succession
planning and promotion, recruitment and rewards. We will be address-
ing these questions in the chapters that follow.

Conclusion

The broad conclusions that emerge from research on group behaviour
and leadership (Figure 2.1) are these:

1 Democratic-participative styles are generally likely to be more
effective in creating group cohesiveness and productivity than
strongly task-oriented styles.

2 At the same time, varying situations require different leader-
ship styles, which have to be adapted or selected to suit these
different circumstances.

3 Effective leadership depends upon awareness of the nature 
of the task, the group and its individual members, the envir-
onment and, particularly, the self-awareness of the leaders
themselves.
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Conclusions

1 Balance between task requirements
 and team maintenance is essential
2 Membership of group must be
 worthwhile
3 Total organization harmony is
 paramount. Positive steps are needed
 to reduce inter-group rivalry

Conclusions

In general, democratic-participative
styles are more effective

However, much depends on situational
variables. Styles have to be adapted to 
suit these

Effective leadership requires awareness
of task, group, individual and self

Nature of group behaviour

Tuckman’s model proposed four stages:

1 Forming 2 Storming
3 Norming 4 Performing

Bale’s data include two areas:

• Task oriented; socio-emotional (positive and negative)

Fundamental influential factors are:

• Task-nature and work arrangements
• Group-size, composition, relationships and norms

Leadership: styles and appropriateness
Environment: relationships with other groups and the organization

Nature of leadership

Modern studies emphasize superiority of a functional
analysis of leadership in action rather than leaders’ personal
qualities. Main contributions are:

• University of lowa: study of leadership styles at boys’ club
 (autocratic; democratic; laissez-faire)
• Harvard (Bales): theory of task-oriented and socio-emotional
 axes
• Ohio State University: data on effects of task-oriented and
 people-orientated styles at International Harvester Co.
• University of Michigan: similar data from studies at Prudential
 Assurance Co.
• Likert’s four systems: Exploitive-authoritative; Benevolent-
 authoritative; Consultative, Participative-group
• Fiedler: Contingency theory, i.e. matching leaders’ LPC ratings
 with a three-dimensional model (leader/group relationship;
 nature of task; leaders’ vested authority)
• Tannenbaum and Schmidt: Continuum of leadership behaviour
 (‘boss-centred’; ‘subordinate-centred’)
• Blake and Mouton: 9 � 9 managerial grid (concern for task/
 concern for people)
• Adair: Functional leadership theory (needs of: task, team,
 individuals)

Figure 2.1
Summary of studies of group behaviour and leadership

Questions
1 What are the main features of Tuckman’s and Bales’s methods for analysing group

behaviour?
2 What are the main factors that influence group behaviour?
3 What are the group norms and why are they important in the study of group 

behaviour?
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4 Summarize the main conclusions that have emerged from studies of group behav-
iour and the significance of ‘groups’ for HRM.

5 What are the significant differences between the former and current approaches to
the study of leadership?

6 Briefly summarize the main features and conclusions of the studies of leadership
carried out by the universities of Iowa, Michigan and Ohio.

7 What are the distinctive features of Fiedler’s theory?
8 What are the reasons for leadership development to be important for HRM?
9 Summarize the main conclusions that have emerged recently from research into

leadership.
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C H A P T E R

Organizations
3

Theory and practice

Individuals and groups operate within the framework of larger groups,
which are loosely described as organizations. Although much of what
has already been said about the behaviour of individuals and groups
makes assumptions about the organizational context, we need to study
organizations because of the complexity of their structure, the inter-
relationships of their component groups and their relationships with
the external environment. The importance to managers of organiza-
tional studies is this: first, when we reach the organizational level of
analysis, we are considering the total effectiveness of the system; sec-
ond, having considered how an organization does and should control
its component elements, we are still left with the very difficult question –
how is the organization itself to be controlled? Is it capable of control-
ling itself? For example, Northcote Parkinson (1958) acquired a spe-
cial fame for his comments about the uncontrolled ways in which
organizations behave and expand: ‘work expands so as to fill the time
available for its completion’.

The basic problem of size and complexity in organizations is some-
thing that everyone experiences sooner or later. It is seen in everyday
working life in the difficulties that employees find in describing the
organization where they work or in relating to it. Employees usually
identify more with smaller groups. When they try to relate to organiza-
tions it is as though individual employees are dealing with a mystical,
unseen, indefinable force that controls their working lives, but with
whom, like God, they can never come face to face.

In the last ten years there has emerged a more radical critique of
‘rational’ approaches to the study of organizations. Postmodernism
rejects the ‘objective’ positivist way organizations are researched, and
with this rejection comes a denial of the scientific basis of knowledge
accumulation. The postmodernist critique owes much to philosophers
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such as Foucault and Derrida. Postmodernism is a valuable antidote to
the over-confidence found among consultants and managers who have
lost sight of their own part in perceiving and constructing reality, but it
does not propose a coherent theoretical alternative. Postmodernism
values diversity, symbolism and reinterpretations of old into new ways
of working: a view of knowledge as fragmented, which rejects ideas 
of ‘grand narrative’, simplifying assumptions and appeals to universal
models, or universal laws (Hatch, 1997). We should note the following
aspects to postmodernism.

Organizations are not necessarily rational – they only exist in the
perceptions of their members and those who wish to deal with them;
reality is socially constructed. Our understanding is based on a number
of distinct discourses that frequently are in opposition to each other.
Language use and power are linked, and power and control are inher-
ent within language structure and use. Words carry a history; there are
different meanings that are part of the language games we play as we
define meanings in use. Therefore, human resource management could
be understood as a mechanism for creating taken for granted power
relations (Legge, 1995).

Like the other aspects of the study of people at work, there has been
considerable research into organizations and a vast quantity of litera-
ture has now accumulated. These works could be classified in various
ways, but there is a common thread running through the diversity of
particular themes, which is the implicit assumption that organizations,
as a phenomenon of modern industrial life, need to be studied and
analysed to understand them and how they affect human life as well as
to provide a basis for designing structures that are as effective as 
possible both in terms of productivity and of human contentment.

In addition to postmodernism, it is possible to distinguish four broad
categories of approach, which reflect different emphases in studying
the subject:

1 Structural approach: this group includes authors who form the
so-called classical or traditional school. They are mainly con-
cerned with formal organizations and related questions such
as structural design, the definition of responsibilities and the
legitimacy of authority.

2 Human relations approach: those who follow this approach
stress the importance of individuals and groups, their needs
and reactions to organizational life, and the existence of an
informal system which needs to be taken into account when
organizations are designed.
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3 Systems approach: authors included in this category are inter-
ested mainly in the significance of the interaction and inter-
relationships between the component elements of organizations
and between organizations and their environments.

4 Contingency approach: this has links with the structural and sys-
tems approaches, but emphasizes the need for on-site, com-
parative studies to find out what organizations are really like,
to analyse the interactions of all the internal and external vari-
ables, and on this basis to design organizations to take account
of the contingencies of differing situations.

This categorization is a simplification of a very complex field of study,
but is adequate as a basic framework for a broad analysis of the subject.
For the purpose of this review, it would be useful briefly to examine
some of the important contributions in each group as samples of the
main trends of thought about problems that typically occur, their
causes and possible remedies.

Studies of organizational structure

The first major study of organizations was made by Max Weber (1947).
This work was doubly important because it laid a foundation for subse-
quent studies and raised the question of authority types:

1 Charismatic : authority stems from the personality of the lead-
ers of the organization and is typified in religious, political and
industrial organizations by people like Gandhi, Churchill and
Ford.

2 Traditional: the basis is precedent and custom. The common-
est example is a monarchy. In industry, examples are found in
family firms, where the leadership is passed from parent to
son or daughter, even though initially at least the son or
daughter may derive no authority from experience.

3 Rational-legal: this is described as a normal basis for demo-
cratic society and formal work organizations. The main
requirement is a hierarchy of levels of authority, which is
based on the assumed ability of managers to perform better
than their subordinates either through superior professional
or superior administrative experience, knowledge and skills,
or a combination of both. This authority is then incorporated
into a set of rules and codes governing the arrangements for
work and the conduct of employees.
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Weber described the rational-legal organization as a bureaucracy,
which he considered to be the predominant and most effective form of
organization. Its particular virtue, in Weber’s view, and hence its name,
is that once the roles of office at various levels have been defined, the
organization continues to function independently of individuals. A
simple analogy would be a long-running play, where different actors
join and leave the cast over the years, but the play continues. Weber
was not so concerned with what later authors have described as the dys-
functions of bureaucracy, e.g. the potential for the misuse of authority
by the substitution of power by certain individuals who seek to pursue
personal ends by means of coercion or manipulation; conflicts which
arise from personal interpretations of the meanings of organizational
rules. Furthermore, while the basic model of the typical bureaucracy is
useful for general analysis, it does not take account of the importance
of role interpretation. Employees interpret their work roles in the light
of their own attitudes, values, beliefs, needs and expectations. Weber
has adequately described the formal pattern of organizational behav-
iour, but beneath the surface there is an informal pattern that is just as
important, as the ‘Human Relations School’ has shown. People inter-
act socially at work and take part in activities not prescribed in the 
formal system. Nevertheless, the introduction of the idea of authority
and legitimacy has made a most important contribution to the study 
of organizations, especially in terms of the psychological contract, dis-
cussed earlier.

Another significant contribution to the theme of organizational
authority has been made by Amitai Etzioni. This author was inter-
ested in the idea of matching individuals’ attitudes and expectations
with types of organizations. He identifies three main types of organiza-
tion, according to their authority base, and three types of individual
involvement:

1 Organization types
(a) Coercive : used in prisons, mental hospitals and sometimes

in military units.
(b) Utilitarian: used mainly in industry, related to Weber’s

rational-legal type and relying mainly on economic rewards.
(c) Normative: used mainly in organizations where voluntary

service predominates, e.g., religious, welfare, and political
and professional associations.

2 Individual types of involvement
(a) Alienative : members are forced to join and have no psychol-

ogical involvement.
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(b) Calculative: members join mainly to satisfy economic and
similar needs.

(c) Moral: members place a high personal value on the objec-
tives of the organization.

There is a general correlation between the organizational type and the
type of involvement. This model may also be useful when related to the
idea of the psychological contract between employer and employee
and possible problems of misperception. For example, if an organiza-
tion that is expected to be essentially utilitarian tries to introduce pat-
terns of authority that are coercive in nature, then an alienative
response is likely to be produced. Similarly, if this type of organization
expects a moral involvement, such as a heart and soul commitment
from employees to the firm and its products, it could be making a psy-
chological miscalculation in asking for more from its employees than it
is really prepared to give in return.

The human relations approach

This approach to organizational life is concerned with the effects that
the dispositions of management, as expressed in the form of organiza-
tional structures, rules of conduct, hierarchical systems of authority,
working arrangements, etc., may have upon the individual employees.
Among the contributors to the school of thought who emphasize the
importance of the individual are Mayo, Maslow, McGregor, Herzberg
and Argyris, whose theories we have already examined in discussions of
motivation and group behaviour. Their value has been to draw atten-
tion to the existence and significance of the informal systems of behav-
iour and relationships that are not considered in the traditional
approach to organizational structure.

The systems approach

Chronologically, the theories that belong to this group are more
recent in origin. The emphasis of the approach is upon the inter-
actions between the different elements of an organization – the people,
the structure, the technology and the environment – which could be
seen as a response to the greatly increased pressures upon organiza-
tions and their employees in recent years as a result of the very rapid
changes in political, technological, economic and social environments.

46 Essentials of human resource management Chapter 3
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The studies of coal mining made by the social scientists of the Tavistock
Institute and the conclusions that they reached about the impact of the
task upon group behaviour have already been mentioned. Strongly
advocating the view that an organization is a complex of interacting
variables, this group has produced two important ideas:

1 The concept of the sociotechnical system: this implies that an
organization is a combination of two systems: the technology
(the tasks, the equipment and working arrangements) and the
social system (the interpersonal relationships of employees).
The two systems are in constant interaction and each influ-
ences the other.

2 The open-system model: the essence of this idea is that organiza-
tions import resources and information from the environment,
which are processed within the organization and then exported
to the environment in the form of products or services.

The significance of these ideas lies in their emphasis on the organiza-
tion’s dependence on its environment and on the need to design
organizations that take full account of the sociotechnical system. A
well-known example of the systems approach to organizational studies
is Likert’s theory of overlapping groups and linking pins, the main theses
of which are:

1 The significant environment for a group is composed of other
groups.

2 Groups are linked to their environment by people holding
key positions and being members of more than one group
(e.g. the Head of Department who is also a member of the
Organizational Management Committee).

The total system comprises three levels – society as a whole, organiza-
tions of similar function, and subgroups within a larger system – which
are connected by people in key positions, acting as linking pins.
Likert’s model emphasizes the importance and the possibly far-reaching
consequences of relationships and dependencies.

A theory that is very similar to Likert’s in concept, but adds a further
important idea, has been developed by Kahn and colleagues. On the
basis of Weber’s view that organizations should be regarded as a hier-
archy of offices and the behaviour of office holders as roles, Kahn pro-
poses that all those with whom office holders have contacts can be
described as their role sets. In this way an organization can be regarded
as a complex of overlapping role sets. The model is useful for analysing
organizational problems of relationships and integration. For example,

Chapter 3 Organizations 47
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there may be role conflict because members of the role set have differ-
ent views about the ways role holders should behave; role ambiguity
may arise if office holders are not given adequate information to 
perform their roles; office holders may experience role stress when
members of their role set have different expectations of their behav-
iour, as often happens to supervisors when dealing with the expec-
tations of management on the one hand and those of their subordinates
on the other.

The systems approach to organizational study has made a particul-
arly valuable contribution in emphasizing the possible extents of influ-
ence, what Rosemary Stewart (1972) has called ‘the concept of
boundaries’. For example, in studying an organization, we need to
think beyond the internal confines of the organization’s immediate
environment and consider the clientele that it exists to serve and its
general social environment. This idea is closely related to the model
developed by Blau and Scott (1963), who proposed that an organiza-
tion’s survival and growth depends on its ability to clarify its purpose
and to be aware of its beneficiaries. On this basis they propose four 
categories of organizations:

1 Mutual benefit associations – serving their own members (e.g.
unions, political, professional and religious groups).

2 Businesses – serving their owners, shareholders and the gen-
eral public.

3 Services – serving particular clients (e.g. hospitals, schools).
4 Commonweal associations – serving the public at large (e.g.

police, fire, welfare services, governmental departments).

Contingency studies

In recent times, there have been developments in organizational
research which are different in approach from, but related to, the
structural and systems approaches. The authors of these studies have
in common that they are especially concerned with current problems
faced by organizations, such as the suitability of structures for different
organizational purposes, their capacity to adapt to their environment
in times of considerable instability and the organizational designs
likely to be most effective for various situations. Unlike traditional struc-
tural theories, this research has usually been very practical and carried
out at work sites over long periods of time by means of direct observation
and questioning. The authors are concerned with what organizations
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are really like and what they need to do to be effective, rather than
what they seem superficially to be.

In the 1950s, Joan Woodward carried out detailed research of a wide
variety of firms in Essex with reference to certain characteristics, e.g. the
number of levels of authority, the span of control, definitions of respon-
sibilities, communication patterns and divisions of labour, and the
effects that environmental variables such as technology have upon
them (Woodward, 1965). Three types of production technologies were
distinguished:

1 Unit and small batch, including self-contained units making
products for customer specifications.

2 Large batch and mass, where the technology is characterized
by mass production.

3 Process, in which the technology is directed towards an inter-
mittent or continuous flow production, e.g. of chemicals or
food.

When the types of internal organizational variables mentioned above
were examined, relative to the three categories of factories, it was
found that there was a direct relationship between these and the tech-
nological processes employed. The main conclusions drawn from
these studies were:

1 Variables in the environment, and especially technology,
should be a fundamental factor in organizational design.

2 It is inadvisable to think of organization design in terms of
universally applicable principles.

A sociologist, Burns, collaborated with a psychologist, Stalker, in a simil-
arly important on-site study of manufacturing firms in Scotland (Burns
and Stalker, 1961). They were particularly interested in problems of
introducing modern electronic technology into traditional organiza-
tions. As a result of these studies, the authors have produced a well-known
model based on the difficulties that different firms experienced in adapt-
ing to change. They propose a continuum of organizational structures,
with what they describe as ‘mechanistic’ and ‘organic’ types of organiza-
tion at the extremes. The ‘mechanistic’ organization is typical of Weber’s
bureaucracy in structure, and works satisfactorily in stable conditions.
In unstable conditions, such as those of rapid technological change,
the ‘organic’ type of organization has much more flexibility. Its signifi-
cant differences compared with the traditional organization are these:

1 Functions and duties are not enshrined in organizational
charts.
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2 Interactions and communication are not restricted by a hier-
archical structure of authority, but depend on the specialist
requirements of the situation.

3 There is continuous readjustment to meet changing 
circumstances.

The impact of technology on organizations has produced opportunities
to change the nature of the employment relationship. Changes to size,
reporting relationships and contractual relationships are well summa-
rized by the idea of ‘post-Fordism’ – a post assembly-line, lean produc-
tion approach, which provides a modern version of Woodward’s theory
(Table 3.1).

A major study typical of the contingency approach has been produced
by Lawrence and Lorsch (1967), based on the work of Woodward and
Burns and Stalker. These authors studied ten firms from three differ-
ent industries in terms of different rates of technological change and
the influence of different elements in the environment. They analysed
the internal structures of these firms according to two dimensions:

1 The differentiation of different functional departments (dif-
ferences in objectives, time allocation, interpersonal relation-
ships, etc.).

Table 3.1
Changes resulting from the impact of technology

From To

Technology
Fixed dedicated machines Microelectronically controlled multipurpose
Vertically integrated operation Subcontracting
Mass production Batch production

Products
For a mass consumer market Diverse production
Relatively cheap High quality

Labour process
Fragmented Task flexible
Little discretion Some autonomy
Hierarchical authority and Group control
technical control

Contracts
Collectively negotiated rate for job Individual pay for performance
Relatively secure Secure for core workers not for contingent

workforce

Source: Ward (1990)
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2 Integration (the degree of interdepartmental coordination, col-
laboration and relationships).

Then they analysed the relationships between differences in external
environments and differences in internal environments. They found
that the internal variables have a complex relationship with each other
and with the external variables. In contingency terms, their findings
may be summarized as follows:

1 In an unstable and varied environment, the organization needs
to be relatively unstructured.

2 In a stable and uniform environment, a more rigid structure
is appropriate.

3 If the external environment is very varied and the internal struc-
ture is highly differentiated, positive measures need to be taken
to ensure integration.

There is a clear similarity in the data from all these contingency stud-
ies. These show that organizational effectiveness is greatly influenced
by the degree of harmony between the internal and external environ-
ments of organizations, and this is a fundamental factor to be taken
into account in their design.

A great deal of contemporary research into organizations is con-
cerned to explain the variety of new organization forms, caused by moves
away from large bureaucracy, as the most common type, towards fed-
eral structures, matrix forms, smaller collegiate structures, flatter organ-
izations and structures which change rapidly in response to market
demands. Matrix structures are much more important in modern organ-
izations. These come in a variety of forms.

In the ‘overlay’ form, the person remains largely within the project, e.g.
an accountant who has a dotted line relationship to the functional boss,
but a day-by-day reporting responsibility to a project or unit manager.

Projects/units

Functions

Figure 3.1
An example of a
matrix structure
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In the ‘coordination form’, people work within many projects, and the
work is coordinated by project managers (who may also be functional
managers). The ‘either/or form’ has people working on short-term proj-
ects within the project teams, but moving on to new projects on comple-
tion of their role (e.g. software specialists).

Postmodernist explanations are partly a consequence of new tech-
nologies which can offer customers flexible specialization (customizing
products from a standard range) and stronger lateral rather than hier-
archical relationships for organization members, who network and who
work in many different teams. The organization subunits now often
have considerable autonomy, and there is a return to semiautonomous
work groups as the centre of customer relations or product output.
Taking these trends, together with cost-conscious delayered organiza-
tions, we have what Peters and Waterman (1982) described as simulta-
neous ‘tight-loose’ properties of organizations.

There is a realization that earlier attempts to explain organizations as
simply an outcome of rational economic design decisions were inade-
quate. A variety of institutional and power pressures clearly affect organ-
ization behaviour and structure. Agency theory takes the perspective of
the stakeholders which acknowledges that, for example, managers do
not always behave in the interests of the owners, but have their own
agendas and power relationships.

The degree of change experienced by modern organizations has also
been seen as a consequence of the impact of economic and social forces
on organizations. This ‘institutional’ perspective sees behaviour and orga-
nizational choice from a somewhat deterministic viewpoint. For example,
Oliver Williamson, an economist, argues that there are two alternative
ways in which activities can be organized: as hierarchies (bureaucracies),
or as markets. Using transaction costs as the basic unit of analysis he
demonstrated that, with the additional behavioural assumptions that
managers act with bounded rationality and try to minimize opportunism
among organization members, all forms of organization action could be
viewed as contractual relations. The notion of the ‘internal market’ was
well illustrated by the reorganized National Health Service, which was
changed from a bureaucracy into a market-driven range of transactions,
with consequences for organization structures (greater autonomy for
general practitioners, ‘foundation’ status for hospitals and the like).

Strategy and organization structure

The relationship between strategy and structure can be illustrated by the
way the organization of today has to move beyond the old bureaucratic
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formula, to be adaptive and to serve many different markets, while main-
taining systems of integration which permit economies of scale, and an
organization direction and control over marketing in an increasingly
global context.

The bureaucratic organization form still persists, but is altered in
shape and size. Structures are now ‘flatter’ with fewer levels in the hier-
archy, as a consequence of which reward systems have often been ‘broad
banded’ and there is more flexibility in tasks. Many organizations also see
benefits in reducing the size of the ‘Head Office’ or top echelon in man-
agement. This means divisionalized structures and smaller business units
within the larger conglomerate can be managed and run nearer to the
customers and the suppliers. At the same time, the spate of takeovers and
mergers which has seen integration in many industries – including phar-
maceuticals, car manufacturing, financial services and retail, for example –
means ownership itself is less significant to the individual employee. Off-
shoring and outsourcing have also created a new contractual approach
to the different parts of the organization which hangs together (or not)
through interconnecting contracts and mutual interest.

Many of these changes were foreseen by Ashkenas et al. (1995) in
their idea of the ‘Boundaryless Organization’. They describe the new
success factors for organizations, which are shown in Figure 3.2.

They go on to describe what is now becoming more common, a
process driven organization with a strong internal alignment to objec-
tives and the corporate vision without ‘fiefdoms’ and organizational
silos. They also see the boundaries between the organization and the
environment as more permeable with ‘free movement along the value
chain’, where information, accounting and measurement are shared
and customer and supplier relationships are aligned with integrated
structures and processes. Networks are becoming more common.
These can have marketing purposes (e.g. Lufthansa’s ‘Star Alliance’,
British Airways’ ‘One World’), or even human resource management
purposes, e.g. the Greater London Alcohol and Drug Alliance of

Old success factors
• Size
• Role clarity
• Specialization
• Control

New success factors
• Speed
• Flexibility
• Integration
• Innovation

Figure 3.2
The shifting paradigm for organizational success. (From The Boundaryless
Organization,Ashkenas et al., 1995, reprinted with permission of John Wiley)
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organizations which produced an HR strategy for hospitals, charities,
and the various not-for-profit organizations established to fight addic-
tion in the capital.

One could see signs of the postmodern approach to structures in the
flexible network. However, the need for new organizational forms and
the agile approach this requires is a response to broader changes in the
business environment. Better use of people has become essential
because of the high cost of employment as a proportion of total costs,
especially as we move towards the knowledge based economy in the
developed countries. The Internet means trading for all is global, and
products or services are more likely to be tailored to the customer’s
needs. It is said that instead of selling millions of products to thousands
of customers we are now selling thousands of products to millions of
customers.
Organization culture is being seen increasingly as the ‘glue’ which holds
companies together in a world of fragmented and networked structures.
Small, entrepreneurial organizations are often admired even after the
end of the Internet company boom, and even a company such as
Amazon.com, set up by an ex New York banker, was created in a ‘garage’
to give the impression that it was a new start-up on the same lines as
Hewlett Packard. Companies such as ‘innocent Drinks’ also demon-
strate how small is still beautiful (Clapperton, 2005).

For HRM, there is a strong link between brand values and the values
sought among employees, and a link between brands and talent man-
agement: e.g. brands are a centre for talent management in companies
such as L’Oréal, which is seen as a critical role for all HR managers
nowadays. The philosophy of management or the culture is seen as
more significant than the structure in this type of company. A simple
statement from a Master Baker in the UK sums up the issue:

Once you try to generate passion through the management structure,
you end up with people just doing a job.

The significance of this strategic shift in HRM is discussed in the next
part of the book.

Conclusion

Research data have produced the following general conclusions about
organizational behaviour and management’s responsibilities (Figure 3.3):

1 Managers need to be aware of the general nature of organiza-
tions, and especially of the complexity of the interactions
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between the organization’s component elements and between
an organization and elements in the external environment.

2 Managers need to be aware of the existence and significance
of informal systems and their relationships with formal sys-
tems in the organization.

3 No universal principles should be assumed in the design of
organizations, which should be tailor-made to take account of

Structural
studies

Human relations
school

Systems
approach

Contingency
approach

Postmodernist
and institutional

approaches
(opposite approaches)

This group is
concerned with
types and rationale
of organizational
structures and raises
important questions
of authority-legitimacy,
e.g. Weber’s three
authority categories:

• charismatic
• traditional
• rational-legal

Etzioni’s three types
of organization and
corresponding
individual involvement:

• coercive: alienative
• utilitarian: calculative
• normative: moral

This group
emphasizes the
effects of managerial
behaviour on working
life and especially on
motivation: the
importance of
informal systems of
behaviour below the
surface of the formal
organizational
system.

The main influences
are Mayo, Maslow,
Herzberg, McGregor
and Argyris

This group
emphasizes the
importance of
interaction
between
organizational
variables: people,
structure,
technology,
external
environment.

Important
contributors are:

Tavistock Institute:

• sociotechnical
 theory
• Likert: link-pin
 theory
• Kahn: role-set
 theory

This group is
concerned with
the suitability of
structures for
organizational
functions and
technology and
with capacity to
adapt to the
environment and
change. Data are
derived from
on-site study.

Important
contributors are:

• Woodward
• Burns and
 Stalker
• Lawrence and
 Lorsch

Institutional ideas deal
with the questions
of whether new
organizational forms are
a result of economic
and social changes.
‘Postmodernist’
approaches stress the
move from rational
towards other criteria
for organization
structures. Institutional
theorists see specific
forms of rationality
underlying action
caused by economic
forces.

Postmodern theory:

• Kenneth Gergen
• Gareth Morgan

Institutional theory:

• Oliver Williamson

• Awareness of organizational complexity, the interrelationship of component elements and the existence
 and influence of informal system is fundamentally important
• Organizations must be specifically designed to suit particular functions
• Design should facilitate integration of component groups
• A general atmosphere of trust needs to be established for organizations to function effectively
• Organizations need to develop a capacity for self-analysis (e.g. organizational development)
• Organization form changes rapidly and in response to non-rational dynamics
• Organizations are determined by economic and social conditions
• Action in organizations can be measured in terms of transaction costs

Conclusions

Figure 3.3
Summary of studies of organizations
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interactions between internal and external variables. The 
predominant technology is a fundamentally important factor
affecting design.

4 The design should encourage the maximum possible integra-
tion of groups and prevent intragroup and intergroup con-
flict as far as possible.

5 A general atmosphere of trust and openness has to be estab-
lished, whereby clearly defined objectives are communicated
to all employees, and the psychological contract (what the
organization can give and what it expects) should be clarified.

6 Finally, in order to survive and grow, organizations need to
develop a capacity for self-analysis, whereby diagnosis is pos-
sible, and solutions may be proposed. In this connection, the
emergence and application in recent years of the idea of organ-
ization development (OD) is particularly promising. The essen-
tial objectives of OD are:
(a) to help organizations to become much more aware of

their own structures and of their internal and external
relationships.

(b) to become more adaptive to change, often in combin-
ation with management development strategies.

(c) to programme a process of continued self-analysis as an
integral element of organizational life and to use appro-
priate knowledge and techniques from the social sciences
to create new cultures, structures and styles of working.

Organization development requires the employment of external or
internal consultants on a long-term basis to fulfil a catalytic function in
helping managers at all levels to achieve the objectives described
above.

Questions
1 What different kinds of categories of organizational theory can be distinguished

and what are the distinctive features of each?
2 Describe briefly the essential features of the theories of the following authors: Weber,

Etzioni, Likert, Kahn, Burns and Stalker.
3 Summarize the main conclusions about organization design and behaviour that

have emerged from studies of organizations.
4 What is organizational development and what are its principal objectives?
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P A R T  T W O

The developing 
strategic role of human
resource management

Managers are required to organize and to be accountable for the work
of others, and in this process they create the employment relationships
of their organizations.

The subject of this book is the management of employees in organ-
izations. The occupation of what was called personnel management, but
is now referred to as ‘human resource management’ has developed over
the last one hundred years to become more than the specialization in
the technical skills of managing the employment relationship. Increas-
ingly, Human Resource Management is concerned with the strategies
that employers can adopt to achieve key performance goals. In this sec-
tion we move from a description of how the occupation developed to the
present strategic role human resource managers can occupy and their
activities in strategic planning.

Managers are expected to organize and to be accountable for the
work of other people. In this process, managers act as employers and,
as such, they create and sustain the employment relationships of their
organizations. The occupation of human resource management spe-
cializes in the technical skills of managing this employment relation-
ship. We may define specialist human resource management as the
occupation that exercises a responsibility throughout the organization
for creating, maintaining and adjusting the policies that form the
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employer’s part of the employment contract. In this section, we shall
look at how specialist human resource management has emerged.
After we have seen how different models of human resource manage-
ment have developed, we shall explore the interdependence between
the activities that comprise human resource management and how
HRM links into the business.

60 Essentials of human resource management
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C H A P T E R

From personnel
management to human
resource management:
how did this field of

work develop?

4

When we come to consider the essential nature of Human Resource
Management (HRM) we immediately encounter the question: what
are the goals of specialists in this field, and how do these specialists
assist in the achievement of the organization’s goals?

Since the early years of the last century, writers such as Fayol and,
later, Urwick and Brech have classified the activities of managers under
the headings ‘planning’, ‘coordinating’, ‘controlling’ and ‘motivating’.
These headings demonstrate an awareness of the primary managerial
task of pushing work forward, adapting to changes in the environment
and overcoming obstacles. Although this classification is helpful as an
analysis of management deploying economic resources, when we
observe managers at work it is difficult to see their actions in this simple
way. For example, all their work involves coordination and control.
Management work is better described as part of the continuous social
processes that apply in organizational life.
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The actions of managers are usually very much concerned with achiev-
ing results through other people, and therefore the interpersonal skills
they demonstrate – notably their capacity to communicate and to receive
information, the climate of trust they establish, the degree of enthusiasm
they generate, their sense of fairness and their own humanity – will be
more significant than a grasp of techniques such as how to discount cash
flow or to prepare a critical path analysis.

We can now venture a description of what lies at the heart of manager-
ial work. The essential characteristics seem to be that managers exercise
their authority in such a way that it is regarded as legitimate, they main-
tain the adherence of subordinates to the organization’s goals, and build
teams which are capable of achieving these goals. Human resource man-
agement in its specialized sense is concerned to help in the widest pos-
sible way with these managerial tasks. The human resource function has
organization-wide responsibilities for HR policy, and should be con-
sidered as quite separate from the function which all managers carry out
when managing people.

From the 1960s up to the mid-1980s, the term most commonly used to
describe the specialist occupation concerned with managing people was
‘personnel management’. In the last 20 years, the title ‘human resource
management’, an import from the USA, has become more frequently
used. An academic debate has grown around the question of whether
this signals a change in the nature of the work performed, with one
school of thought arguing that there are strong normative factors 
driving HRM, in contrast to the administrative and industrial relations
concerns of earlier periods.

Storey (1995) sets out a definition of HRM that emphasizes the strate-
gic role. He sets out a twenty-five item checklist, differentiating person-
nel and industrial relations from HRM. The gist of these differences
rests on the more individual contract between employer and employee
found in HRM, the accent on managing by values and mission, and the
strong business orientation of HRM. We discuss the ‘fit’ between human
resource and business strategy in the next chapter.

However, definitions of this field of work have always described it in
the broadest terms. For example, ‘Personnel Management is the recruit-
ment, selection, development, utilisation of, and accommodation to
human resources by organizations’ (French, 1978, p. 3). British defin-
itions tended to grant it a professional status in its own right. In summary,
while there is some controversy still about the significance of the change
to HRM, there have always been many different definitions of the work
and many different job titles. This change of terminology, according to
some commentators, signals a new way of undertaking the personnel
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management role: ‘human resource management’ is a term which
stresses the development of people as assets rather than their control as
costs, and places people management at the strategic heart of business
planning. This view has been challenged by some academics who see the
opposite trend, towards cost reduction, work intensification and a
diminution of the power of the specialist personnel department. One
way to interpret these contrary trends is to appreciate that organizations
adopt different HRM strategies according to the threats and opportun-
ities they face in their planning environments. There are also those who
regard the term ‘human resource management’ as merely a glossy label
which attempts to market the same personnel departments as before.
Whether or not there is now a new dominant ‘paradigm’, the degree of
change and the effects of the varying personnel traditions help to
explain how different models of personnel management have emerged.
For the sake of consistency, we will use the term ‘human resource 
management’, or ‘HRM’, throughout this text.

There are a number of different traditions in HRM. It can be per-
ceived as a kind of social conscience, reminding the senior management
of their social, legal and industrial relations responsibilities. Human
resource departments can spend much of their time operating on per-
sonal issues, providing a personal service to specialists and executives for
example. If control of personnel is the main consideration, the role of
HRM will be principally concerned with issues such as the reduction of
absenteeism, labour budgeting, headcount, etc., with HR as the ‘police-
man’. Other traditions in HRM include organization development, in
which HRM helps the company to adapt to change, and strives to have a
beneficial influence on relationships through the application of the
social sciences to people management problems by using job redesign
and job satisfaction schemes and communication techniques (transform-
ational work in HRM). In some organizations, HR departments perform
a kind of low-level administration, dealing with routine requests from
managers for recruitment, transfers and termination (the ‘transactional’
work of HRM), whereas in other organizations they are concerned with
strategic planning, developing long-term personnel plans and industrial
relations strategy.

How the work is conducted will depend on the particular organization,
and there is no common standard applicable throughout the public sec-
tor, industry and commerce. The way the company is organized and its
size – whether, for example, it is broken down into divisions, profit 
centres or parts of a group – will also influence the way specialist HR
departments fit into the policy-making and decision-making arrange-
ments of the organization.
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Different emphases are sometimes given to parts of the specialism,
such as planning, selection, industrial relations, training and manage-
ment development. In some cases, HR directors sit on company boards,
advising their fellow directors on the influence of decisions on person-
nel policy. There is, therefore, a multiplicity of types of relationships
between HR and line managers.

The HR manager is often depicted as an adviser to senior line man-
agers. The amount of executive power he or she possesses to carry out
decisions without referring them to others will be dependent on what
the chief executive has delegated but, unlike some other managers, the
amount of power HR staff possess to carry out policies is usually limited.
If, for example, the HR manager wanted to introduce a new pension
scheme, or to change the remuneration policy, it is extremely unlikely
that this could be done unilaterally. Yet, as we have suggested, HR man-
agers are sometimes given a general remit to improve relationships. The
reason for this paradox can readily be found in the accountability that
line managers have for the achievement of the organization’s objectives.
To illustrate this point, we may consider the case of the sales manager
who is given a sales target to achieve, but no say over the number, quality
or deployment of the sales force. In such circumstances, the sales man-
ager could hardly be accountable for the attainment of the target. In
their ‘staff’ role, HR managers act as advisers to management on policy
and strategy, while the conduct of the policy is often left in the hands of
their line manager colleagues.

As we have said, there are different models of HRM, and we can 
see these developing from a basic administrative role through to a
‘business manager’ or ‘consultancy’ role’ as shown in Figure 4.1.

The shift to the right brings a number of problems for HRM. For
example, the consultancy model of HRM can be performed either exter-
nally or internally to the business. The growth of a variety of specialist
consultants, in areas such as rewards, development, communications
and selection, threatens to ‘Balkanize’ the HR role. The need to ‘fit’ the
HR strategy to the business strategy might best be achieved under the
business manager model, but if we are also expecting HR to provide
some kind of social conscience, and to champion certain values (as those
who see HRM as representing a normative position would) then the con-
flict within the business manager model can only be avoided if the busi-
ness adopts these values – a difficult position for managers to adopt
given frequent restructuring, redundancies, and cost pressures gener-
ated by a highly competitive marketplace.

So far we have outlined the complexities of line manager–HR man-
ager relations, and we have mentioned some of the various traditions
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Administration
Industrial relations

systems
Business manager Consultancy

Role Internal consultancy
service

Focus Service agreements
Projects, OD,
Change, external,
Networks
Balance interests

Objectives Enable change
Organization
responsiveness

Change manager
HR director

Strategic

Integration with
business relevance
of programmes/
business

Results/employee
commitment

HR manager/
director

Policy

IR
Procedures/systems
based
Rule driven
Pluralist

Harmony
Legal correctness

IR manager
Labour office
Personnel manager

Job Title

Support function to
line management

Welfare 
Personnel service
Records/procedures
Unitary

Servicing needs of
individuals/managers

Welfare officer
Employment manager

Figure 4.1
Models of personnel/HRM

in HR work that exist. The history and development of personnel and
HR work is a good starting point for understanding how different con-
ceptions of HR management have emerged.

The early history of personnel  
management, up to 1914

The industrial revolution that spread throughout Britain during the
middle of the 19th century was brought about by the application of the
principle of the division of labour combined with the harnessing of
steam and other power sources. Concentrations of working people in
factories and the related growth of towns led to the helter-skelter exist-
ence that we associate with modern industrial life. The rapid increases
in population, new markets, new technology and expansion by vertical
integration were conditions that helped to create the need for a large-
scale organization of resources.

During the first half of the 19th century, a ground swell of criticism
appeared against what seemed to be the unchecked greed and exploita-
tion of workers by their fellows. Movements for democracy, and agitation
for the repeal of anti-trade union legislation and for some minimal con-
trols on employers found their expression through the Chartists, the
Ten-Hour movement and the Anti-Corn Law League and in sporadic
riots and petitions. In the works of Dickens and the later social investi-
gations of Mayhew, Booth and Rowntree, the worst abuses of sweating
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(excessive hours), child mistreatment and oppression by employers were
revealed, and a working-class counterculture was described.

Even among enlightened liberal opinion, public acknowledgement of
the reasons for poverty had usually supported the beliefs underlying the
1834 Poor Law. There was no understanding of structural unemployment
or the effects of a downturn in the trade cycle. The general image of the
pauper was of a lazy profligate brought down by his or her own failings,
notably excessive drinking. Such a vision was congruent with the middle-
class ideology that was a celebration of capitalist economics. Management
and the owners of business were drawn from the upper middle class,
where a high value was placed on individualism, competition and the sur-
vival of the fittest. Artisans, supervisors and shopkeepers would also have
subscribed to such views. Little had changed for working people in the
19th century. Their conditions and life chances had always been poor. As
John Clare, the Northamptonshire poet, wrote: ‘the poor man’s lot seems
to have been so long remembered as to be entirely forgotten’.

Pressures for reform and for the protection of working people came
towards the end of the 19th century, mostly from trade union leaders
and members of the labour movement. The extension of the franchise
added to these pressures in the last quarter of the century. Active cam-
paigning by individuals such as Rowntree was also effective, and the
large Quaker employers set out to provide an example of how good
working conditions and profitability could be compatible. What has
been called the movement towards ‘industrial betterment’ came on the
fringes of a wider claim for improvement in living conditions. Out of this
movement emerged the earliest attempts at welfare policies. One inter-
pretation of the industrial betterment movement is that it was a response
by employers to the demand for change in society.

Early welfare workers belonged to the property-owning classes, and at
first were concerned only with women. The protection of women was
seen as a worthy objective, and even the harshest employer would have
found it difficult to oppose these aims openly. Extramural welfare work-
ers visited sick employees and helped to arrange accommodation for
women and girls, often including the supervision of moral welfare as
part of their work. Welfare workers were usually employed in the newer
industries, where women were engaged for light machine work, packing,
assembly and similar routine jobs, and it was in these factories that 
full-time welfare staff were first in service.

The scope of the welfare officer (sometimes called ‘welfare secre-
taries’) was allowed to grow in those companies where she could demon-
strate a successful integration of welfare and managerial objectives, so
that she became concerned with the recruitment, training and transfer
of hourly paid women factory hands.
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Up to 1900 there were still only a dozen or so full-time welfare secre-
taries, but their number had grown sufficiently by 1913 for them to seek
a recognizable identity by forming the Welfare Workers’ Association, this
being the forerunner of the Institute of Personnel Management (now the
Chartered Institute of Personnel and Development). They often found
that managers and supervisors were suspicious of their work, and they
were also attacked by the unions as a management device for controlling
employees. The problems of being the ‘person in the middle’ were not
unlike the difficulties faced by first-line supervisors. Workers were not
sure whether the aims of welfare were altruistic, and felt that there was an
element of hypocrisy in the welfare secretaries’ actions. Managers saw the
possibility of another standard besides economic efficiency being
applied, and were antagonized by the thought of any restriction on their
power.

The reasons for the development of a welfare movement can best be
seen as a response to the wider trend of greater interest and concern
for general living conditions. Although it has been argued that Quaker
employers, such as Cadbury, may have been expiating their guilt feel-
ings by becoming leaders of the welfare movement at a time when they
had not yet reconciled the profit motive with Christian ethics, it is
more accurate to see in their sponsorship of the welfare movement a
belief in good organization, good health, hygiene and a broad mission
of pastoral care for their workers. Individual welfare workers probably
had mixed motives, but there is no doubt that most of them wanted to
help improve conditions for working people.

What was the purpose of welfare work?

1 It was an assertion of a paternalistic relationship between
employers and their workforce. This outlook was in the spirit
of the old guild masters, which meant that employers might
expect a reciprocal sense of service from their workers.

2 To grant some form of moral protection over women and chil-
dren just as the Factory Acts sought to provide a form of phys-
ical protection.

3 To achieve higher output by control of sickness and absen-
teeism, and by the early resolution of grievances and problems.

4 To provide sanitary and acceptable working conditions. Much
of the early welfare work was in food factories where cleanli-
ness also benefited the consumer.

5 To make the organization of women by trade unions unneces-
sary through removing the employees’ grievances.

From these early days some of the conflict and confusion about person-
nel work has persisted. In fact, welfare work was always undertaken to
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meet the interests of management, since ultimately it was a cost met by
management. To some degree, the areas of welfare covered by welfare
officers, or welfare secretaries, were on behalf of society as a whole, at a
time when there was no help from the State.

The First World War 1914–1918

The First World War occasioned a ‘step change’ in the development of
personnel management. There was a large increase in the number of
welfare officers (to about 1300), largely in munitions and war factories,
where men were also recruited to oversee boys’ welfare. State regula-
tion of employment was instituted through the Munitions of War Act
1915 which, together with its amendments, sought to control the sup-
ply of labour to war factories and made welfare services obligatory in
these factories.

The extension of controls into such matters as timekeeping, attend-
ance and ‘diligence’ gave the State an unprecedented impact on work-
ing life. However, there were initially a number of different approaches
adopted towards personnel problems, and it was not until towards the
end of the war that the controls became well organized and effective.
Welfare work was performed on an impersonal, bureaucratic basis.

The government gave direct encouragement to welfare development
through the Health of Munitions Workers’ Committee, which was the
precursor to the National Institute of Industrial Psychology, and which
continued the research into the psychological problems of working –
boredom, fatigue, monotony, etc.

Women were recruited in large numbers to fill the staffing gap caused
by the demand for war materials and the expansion of the armed ser-
vices. In 1915 one man was expected to do the work of two. The employ-
ment of women necessitated agreement with the trade unions on what
was termed ‘dilution’ – i.e. accepting unskilled women into craftsmen’s
work, the abandonment of formal apprenticeship schemes, and
changed manning levels. Although compulsory arbitration was intro-
duced, there were many bitter wrangles. Lloyd George, as Minister of
Munitions, was obliged to go to the Clydeside shipyards to try to resolve
a dispute over ‘dilutees’ and discharge certificates, for example.

After 1918 various forms of joint consultation were proposed. The
only enduring form was the Whitley Joint Consultative Committee in
the Civil Service, which is still in existence. However, for the first time
the State had to open up a dialogue with the trade unions, and a rec-
ognizable policy on industrial relations was evidenced in this period.
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Growth of employment management

Employment management accented labour control, recruitment and
discharge of labour and had separate origins from welfare. Labour
managers came into being in the engineering industry and in large 
factories – e.g. in process industries – and in some cases developed
from more routine jobs such as ‘timekeepers’ or record-keeping assis-
tants on the works office manager’s staff. Often, wages clerks saw job
applicants and came to deal with queries over absences, bonuses, piece
rates, etc. The employers’ federations had industrial relations respon-
sibilities, and employed officials to help settle disputes. In engineering
and shipbuilding there were national negotiations of rates, but districts
‘plussed up’ on these rates according to tradition and the supply of
skilled labour. Records of grievances and disputes were kept by engin-
eering employers because of the need to follow procedures within the
employers’ federation, and therefore specialists in the procedures
evolved in some companies.

Early personnel departments, 1920–1939

In the 1920s and 1930s employment managers with various job titles
such as ‘Labour Officer’ and ‘Men’s Employment Officer’, were increas-
ingly common. The number of employers’ associations that had trad-
itionally fulfilled the major industrial relations role fell from 2403 to
1550 between 1925 and 1936. This was partly due to employers wanting
to follow an independent tack, and because, with the growth in com-
plexity of their businesses, they created their own personnel depart-
ments with industrial relations policies. In the large organizations,
such as ICI, Courtaulds, Pilkingtons, London Transport and Marks &
Spencer, the first specialist personnel departments were formed between
the wars.

Specialist personnel management in organizations such as these was a
response to the problem of control. Complex organization structures
resulted in differing standards and divergent policies unless a central con-
trolling influence was exercised. Mergers, acquisitions and expansions
led to the establishment of personnel departments. These were usually
in the newer industries, such as plastics, chemicals, mass-produced
consumer goods and in multiple retail, whereas there was no attempt
to develop employment management as a specialism in industries such
as shipbuilding, textiles or mining, which were hit by the slump. This
was because employment management addressed itself to the question 
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of staffing control in matters like absenteeism and recruitment with the
intention of improving output. In the older industries, the pressing prob-
lems were those of structural unemployment, and no techniques such as
retraining adult workers, redeployment or work-sharing were considered
by managements. The size of the problem (for most of the 1920s and
1930s there was never less than 10 per cent of the working population
unemployed), and the worldwide recession, made it unlikely that solu-
tions would be sought by the application of new techniques.

As trade began to pick up, and rearmament began in the late 1930s,
the larger companies in the new industries showed an interest in manage-
ment development and training. Management trainees were recruited,
who followed a central training scheme, and in this way the latent pur-
pose of spreading a common managerial philosophy throughout diverse
organization structures was ensured when the trainees moved between
divisions. Since the First World War the National Institute of Industrial
Psychology had begun to develop selection tests and to contribute to the
solution of training problems.

In the larger modern companies, the welfare and employment man-
agement sections were merged in the later 1930s. Personnel man-
agement in all but these few enterprises was a low-level affair until 
after 1945. The employees covered were usually hourly paid operatives
and junior clerical staff. In retail distribution, some moves towards
including sales staff and buyers took place in the 1930s, and the Staff
Management Association was set up in 1934 specifically to cover the
difficult personnel problems of managing staff scattered in small 
units. Industrial relations was not regarded as the mainstay of per-
sonnel work, and was frequently the main responsibility of senior line
managers.

The effects of large-scale unemployment retarded advances in tech-
niques. With a cheap supply of labour available, and uncertainty about
future demand, there was no pressure for sophisticated staffing plan-
ning, and the threat of unemployment averted attention from questions
of motivation. Similarly, after the General Strike in 1926, and the weak-
ening effect of structural unemployment, power was passing from the
hands of trade union leaders. However, from 1937 onwards, rearma-
ment and the prospect of war caused a change. There were also social
pressures emanating from the Depression, for security and a better life.
This was the period of improvements in suburban housing, of a national
movement for holidays with pay, and it was a time when big corporations
saw the value in improving employee benefits such as pension schemes
as a way of ensuring a stable, tractable workforce.
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The Second World War 1939–1945

In the Second World War, personnel management was expanded in its
staffing control aspects to virtually all factories, and the designation of
welfare and personnel occupations as ‘reserved’ (e.g. those holding
them were exempt from conscription into the forces) shows the import-
ance that was attached to the personnel role. The growth in numbers
of personnel officers was again a feature of wartime, as had been the
case with the First World War, there being around 5700 by 1943.

The three instruments of labour regulation were ‘protected estab-
lishments’ (engaged in war work), the registration of all employment,
and ‘essential work orders’. These gave an expanded Ministry of Labour
and National Service considerable power to direct labour, to prevent
the call-up of those with special skills, and to influence conditions of
employment.

Welfare and personnel work were inaugurated on a full-time basis at
all establishments producing war materials, and the concept of a total
war carried with it the belief that no effort should be spared to ensure
high productivity. In addition to the administration of the rules, all
aspects of the management of people came under scrutiny, and the
government saw specialist personnel management as an integral part
of the drive for greater efficiency. For example, the Ministry of Aircraft
Production stipulated that specialist personnel management was manda-
tory in aircraft factories.

The evacuation of large numbers of civilians, the extension of shift
working and the problems of training large numbers of women and
young people gave welfare and personnel departments the same cen-
tral place in the organization of production as had emerged during the
First World War. Welfare was again part of the rule-governed environ-
ment created for large-scale production. The pervasive aspects of the
role were resented by workers, but less so in the Second World War
than in the First World War. The acceptance of the vital importance of
the struggle and the feeling of involvement by ordinary people in view
of the Blitz were perhaps the main reasons for this different response.
Nevertheless, personnel and welfare officers were seen as part of the
operations of management, and the two world wars helped to create
the image of the personnel officer as a bureaucrat.

To achieve wartime production targets, strikes were made illegal and
compulsory arbitration was introduced. In 1940 three men were
expected to cover the work of four, and once again the staffing gap
necessitated the employment of women in unfamiliar jobs, such as
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crane drivers, and in war factories. Of necessity, restrictive practices
had to be suspended by the unions, and the State entered into a dia-
logue with the unions to try to maintain harmony. The relationship was
more intentionally fostered in the Second World War, when Ernest
Bevin, as Minister of Labour (and an important prewar trade union
leader), and a coalition government were able to persuade the unions
that the suspension of normal practices was not too great a concession
to make. The linking of productivity improvements with joint consult-
ation made a lasting impression on management thought, and the
principles of joint consultation have come to be regarded as important
in the training of personnel managers. After 1945, successive govern-
ments have found various forms of consultation with the Trades Union
Congress (TUC) necessary, continuing the tradition.

Three significant tendencies deriving from both world wars can be
summarized as follows:

1 The belief among managers, sustained by research, that out-
put and employment conditions are related, and the develop-
ment by personnel managers of specific personnel techniques.

2 The integration of employment management and welfare
work into the broad function, under the umbrella of person-
nel management, and the massive increase in the number of
people in the occupation.

3 The wars demonstrated that the regulation of employment by
the State could produce the desired outcomes in the short
term at least, but that this required large-scale controls and
could only succeed with the agreement of the workers, who
needed a commitment to victory if they were to be convinced
of the necessity to relinquish their freedoms.

1945–1968

Industrial relations and personnel management

An understanding of the different facets of personnel management is
not possible without an appreciation of what role personnel managers
have played in employee relationships. The term ‘industrial relations’
is frequently used to describe only formal, institutional arrangements
for management relationships between the mass of the workforce and
managers as representatives of those in whose interests the organiza-
tion is controlled.
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However, the differences between ‘formal’ and ‘informal’ relation-
ships have never been so strictly drawn for an analysis on that basis to
be sufficient. Power relationships are central to our understanding of
industrial relations, and these have fluctuated.

A brief account of the development of trade unionism is given in
Chapter 16, so in this section we shall confine ourselves to the develop-
ment of industrial relations (IR) responsibilities in HRM. The broader
view of ‘industrial relations’ as the whole spectrum of relationships and
the negotiation processes between power groups in an organization
reveals at once the cardinal place that HR management occupies.

Trade unions were suspicious of, and hostile towards, the early wel-
fare workers. They felt that welfare workers were extending the employers’
control into the private lives of the workers. The welfare movement had
sprung up in non-unionized companies. Shipbuilding, engineering, min-
ing and transport, for example, were industries where trade union tradi-
tions were strong, and regulation of labour was largely in the hands of both
district and local trade union officials and the employers’ federations.

Although large companies began to establish their own personnel
departments from the late 1920s onwards, it was difficult for personnel
officers to gain credibility quickly. This is a problem that has dogged the
occupation to the present day. Institutional arrangements in the engin-
eering industry militated against importance being granted to personnel
management. The ‘procedure’ for settling disputes tended to favour the
involvement of senior executives at the later stage rather than local per-
sonnel officers. Union negotiators, although now reconciled to person-
nel work as part of management, typically preferred to negotiate with
the more senior members of companies, recognizing then, as now, the
value of dealing with those who had the power to grant their case.

Post-1945 industrial relations witnessed an enormous growth in the
number and power of shop stewards, and the breakdown of national-
level bargaining through employers’ federations. Local-level bargaining
gave greater scope for personnel staff, and the larger companies pre-
ferred to develop their own industrial relations policies that were in tune
with their investment plans and their overall corporate strategy. There
was a growth in productivity bargaining in the 1960s as employers and
unions negotiated about the shares in wealth that were to be gained
from improvements in technology: e.g. agreements such as those made
at ESSO’s Fawley Refinery. The involvement of line managers in produc-
tivity bargaining was essential, both because of their technical knowledge
and because they were the managers who had to make the bargain work.

The Donovan Report of 1968 on trade unions and employers was a
Royal Commission report that examined British industrial relations in

Chapter 4 From personnel management to human resource management 73

H6795-Ch04.qxd  4/4/06  8:31 AM  Page 73



the light of the large number of unofficial strikes that were taking place.
Donovan was particularly critical of what the Commission’s members saw
as the failure of personnel managers either to cope with the changes that
were taking place, to be skilled in negotiation or to plan industrial rela-
tions strategy. The immediate ad hoc responses that were typical of man-
agement’s reaction to the disagreements, which so often led to unofficial
action, were seen as a failure on management’s part to give personnel
management a high priority.

This was one of a series of criticisms against management, and the
HR occupation seems destined to have periodic crises of confidence,
although there may be some justification for the view that personnel
staff had not been sufficiently innovative in their responses to the
changing industrial relations scene. Donovan failed, however, to offer
a solution or a range of techniques which would resolve the problems.

All kinds of organizations (local authorities, hospitals, service indus-
tries, for example, as well as manufacturing) were starting to employ full-
time personnel staff by the mid-1960s, and the spread of ideas and of
specialization within the field began to establish personnel management
as an occupation in its own right. The ‘consultant problem-solver’ role is
often the most acceptable one in an organization’s authority structure,
so there may be greater involvement for line managers in day-to-day
negotiation. The research, coordination and backup activities of per-
sonnel officers were often an essential part of the management’s control
and direction of relationships, however.

The most significant contribution of personnel management to indus-
trial relations was through the creation of conditions under which certain
industrial relations policies came to be accepted. Wage payment systems,
and conditions of service that created different status groupings, were
examples of how personnel systems came to create relationships.

Industrial relations strategies are rarely explicit at any time. Examples
of personnel managers operating latent strategies could be found in
motor manufacturing, for example, in the 1960s and 1970s. The issues
over which negotiation with the unions was accepted had widened to
include pension schemes, training, working procedures, safety, discipline
and even individual appointments, in some industries. This was notice-
able in the public sector, where the growth in white-collar unionization
had brought staff associations into the arena of collective bargaining.

Union leaders were heard to call for better personnel management
since personnel managers brought order and were often able to pro-
mote good relationships, for instance, through organization develop-
ment schemes, which started to be prescribed as solutions to difficulties
in relationships in the later 1960s. They also believed that attention to
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personnel management might be expected to ensure some minimum
standards and to curb the rogue employer.

National economic policy, legislation and 
personnel techniques 1968–1979

In post-war Britain there was a boom-slump cycle in which both Labour
and Conservative governments tried fiscal and monetary policies to con-
trol the economy. Following the Second World War came a period of low
unemployment for twenty-five years. During this period the stability of
sterling and the rate of price inflation dominated economic thinking.

State legislation on prices and incomes ranged from voluntary regu-
lations by individual employers to statutory controls maintained by spe-
cial commissions and boards. Whatever form was used, the regulation
of wages in accordance with national economic policies entailed the
control of wage policies by personnel managers and other senior staff
on a company-wide basis. This encouraged the use of job evaluation
schemes and incremental scales.

Entry to the European Economic Community (EEC) came at a time
when multinational companies were expanding, which gave some per-
sonnel departments an international dimension. In these circumstances,
compensation planning became more complex since different payment
systems had to be reconciled within a single status hierarchy.

In addition to prices and incomes policies, the State was extremely
active in formulating new employment legislation during the early
1960s. The Contracts of Employment Act 1963, Industrial Training Act
1964 and Redundancy Payments Act 1965 were the forerunners of com-
prehensive legislation on job security, equal opportunity and the pos-
ition of trade unions. Various state agencies were also set up during this
time to encourage good employment practice. One of the major conse-
quences of all this activity was the enhancement in formal authority of
personnel departments, and these changes were also a factor in the
spread of personnel functions into small organizations.

The burst of legislation coincided with the development of personnel
techniques. Management training courses with both educational and
vocational aspects expanded, and theories drawn from the social sci-
ences became popular in the late 1960s to explain motivation to work
and organizational behaviour. Communication techniques, such as
briefing groups, were emphasized and greater attention was paid to the
social and technical environment of work, largely due to the influence
of the Tavistock Institute and the ‘sociotechnical systems’ school. The
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Institute of Personnel Management (IPM) drew heavily on sociology
and psychology when restructuring its examination scheme, and the
IPM was active in the move to ‘professionalize’ personnel management.

In the 1970s staffing planning became more sophisticated with the
advent of computer models which could predict future requirements by
manipulating the many variables of labour supply and demand. Simi-
larly, record-keeping for large concerns was aided by microfilm and com-
puter storage. Selection tests had been available since the early 1920s,
but they began to be used more frequently, often by specialized agencies.

1979–1997

The election of a Conservative government with Mrs Thatcher as Prime
Minister ushered in a new era for people management. The 1980s were
characterized by a move to the right, ideologically, and the reassertion of
managerial prerogatives. Elected with a mandate to reduce trade union
power, the new government embarked on a legislative programme
which outlawed sympathetic and ‘political’ strikes, increased the liability
of trade unions to legal actions in the courts as a consequence of strikes
or other forms of protest, increased the power of individual trade union
members and sought to reduce the influence of trade unions nationally.

Following the recession of the early 1980s, organizations drove
through new approaches to quality improvement and efficiency. Product-
ivity improvements were achieved by new investments and by introdu-
cing more flexible working practices: flexibility of time, task and contract.
Employers retained a shrinking core of full-time permanent employees
while expanding in the secondary labour market of part-time, subcon-
tract, temporary, casual and short-term contract employees, these people
on non-standard contracts now being the majority of the employed.

During the boom period in the mid-1980s, the shortage skills attracted
premium rates. There were ‘golden hellos’ and signing-on fees for recent
graduates. This was a time when deregulation in financial services, and
the privatization of companies such as British Telecom, British Airways
and British Gas, gave a considerable boost to HR management in its
resourcing and developmental activities. This was the time when the
strategic role of HRM was beginning to be recognized. We discuss this
change to ‘HRM’ in the next chapter. The management of change was
seen as the key role, with considerable interest in creating new organiza-
tion cultures and in organization development techniques. Following the
Handy, Constable and McCormick reports on management education,
British lack of competitiveness was identified with inadequate systems for
management education – one consequence was a stimulus to new Master
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of Business Administration (MBA) programmes and to various forms of
post experience programmes, provided in-house or through university
business schools.

At the start of the 1990s a new, deeper recession was experienced.
Affecting the south-east of England as much as the north, in service
industries as much as manufacturing, substantial redundancies occurred.
‘Delayering’, restructuring and outsourcing some of the functions pre-
viously conducted within the company, were organization structure
changes that affected HRM, with outplacement as a solution to help the
change. These changes brought about a collapse of the career concept
and, even in the public sector, the end to ‘jobs for life’. Divisional struc-
tures and empowerment policies moved the day-to-day decision-making
away from large corporate headquarters, which could (in theory) con-
centrate on strategic issues. Many of the improvements to performance,
such as total quality management (TQM) and business process redesign
(BPR), originated outside the HR function but, nevertheless, increased
the focus on people management issues as a likely source of competitive
advantage.

1997 Onwards

In 1997 a new Labour Government was elected in the UK, which
maintained the same broad agenda on industrial relations and the econ-
omy. There was greater stability, with the Bank of England rather than
politicians setting the interest rates, and the low rates of unemployment
and of inflation meant the UK was able to maintain a buoyant economy
by comparison with its European partners. Growth in the economy was
also aided by the globalization of business, through the Internet, the
expansion of the EU to 25 countries and the rapid growth of economies
such as China and India, where low wages and costs have attracted invest-
ment, so that UK HR managers find themselves frequently with inter-
national responsibilities.

Expansion in the labour force in the UK was only possible by immi-
gration and by expanding the number of women returners. Flexibility
policies and new legislation to make work more family friendly, and
imaginative sourcing, including outsourcing, have been required from
the HR function. Smarter working through, for example, laptops, mobile
phones and e-mail systems have made it easier for people to work from
home and to work while they travel. There was also a requirement for
companies to invest more in training and development, and to find and
retain ‘talented people’. The expansion, under Labour, of the public sec-
tor (especially Health and Education) has also required a professional
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HRM approach with more HR specialists recruited in the public sector.
For example, we know that the proportion of payroll costs spent on train-
ing increased between 1999 and 2003 from 2.37 per cent to 3.6 per cent,
and in the private sector from 3.07 per cent to 3.31 per cent over 
the same period (CRANET Report 2003), and that the average number
of days per year spent on training also increased, especially for manage-
rial, clerical and manual workers over that time.

We have seen from the description in this chapter that Welfare Secre-
taries were the early pioneers who had to deal with male dominated
workplaces at a time when men occupied virtually all managerial posts.
Men entered personnel management in the 1960s and 1970s when
industrial relations came to be more integrated with other aspects of the
personnel role. Men were frequently appointed to the more senior roles
in spite of the large numbers of female colleagues who worked as per-
sonnel officers and personnel assistants. However, CRANET figures
reveal that women have been reaching higher levels since the 1990s.

The respondents are equally experienced with around 14 years HR
experience, and as can be seen have similar educational backgrounds.
The subjects of the first degrees have commonly been business studies,
behavioural sciences or arts and humanities. There are a number of pos-
sible explanations for this change in gender balance; with more women
entering the field this may have produced pressures for promotion
which, even if there was discrimination, would be difficult to resist. The
expanding service sector, and more women returners may have resulted
in more opportunities for women and less wastage thanks to legislation
which helps to provide those returning from maternity leave with the
same level of work. We should also expect women in HRM to be able to
ensure there is less discrimination, given the role of HR in championing
anti discrimination legislation (Table 4.1).

The demographic changes are potentially the most significant influ-
ences on HRM. The large reduction in the number of young people com-
ing onto the labour market in Western Europe, and increasing longevity,
mean that organizations must gear their employment policies to attract 
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Table 4.1
Percentage of HR managers at the most senior level by gender, UK

1995 1999 2003

Males 66 51 39

Females 34 49 61

% University degree 60 60 69
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a variety of people from any age group. Similarly, Britain’s multiracial
society requires HR management techniques that manage diversity.
This stimulated interest in equal opportunity policies. The major demo-
graphic changes are described in relation to HR strategy, and HR 
planning in Chapters 5 and 6, but we should note here that the mix-
ture of social, demographic and global business pressure has produced
a highly dynamic environment in which HRM is conducted.

The events of ‘9/11’ in New York, and the 2005 London bombings
raised security issues for all organizations. HR managers are as concerned
as all other senior managers about whom they recruit, and about the
measures that are in place to ensure their organization can continue to
operate whatever the potential interruptions or threats, including physi-
cal risks both to people and to computer systems.

HR people may, of course, become directly involved due to their
responsibilities for the health, safety and the well-being of employees.
This was exemplified on 9/11 by Alayne Gentul, Senior Vice President,
HR of Fiduciary Trust International, who was on the 90th floor of the
World Trade Center South Tower, and who gave her life trying to help
employees out, emptying offices, encouraging and comforting when
the first plane hit the North Tower. She was on the 97th floor when the
second plane hit the South Tower. She remained ‘apparently deter-
mined to send everyone down before starting her descent’ (Bates,
2001, p. 32) and died when the South Tower fell.

Apart from these direct involvements, HR staff also have special
responsibilities for recruitment policies, e.g. security checks and iden-
tity checks, references and matters related to the honesty of employ-
ees. Heightened interest in security matters is only one of the many
pressures creating a turbulent environment.

For all of the changes outlined, there have been changing models of
HRM. Tyson and Fell (1986) distinguished three main models of what
was then called personnel management. These were based on a building
or construction analogy. These were:

■ Clerk of works: supports the line manager. Personnel seen as an
administrative activity with a focus on basic routines.

■ Contract manager: established personnel policies exist. There is
a strong industrial relations focus. Personnel had tightly
defined roles. Pragmatic, problem solving ‘fire fighting’ focus.

■ Architect: senior creative specialist. Policy changes initiated by
personnel. Acts as partner with senior line managers. Personnel
manager regards himself or herself as a business manager first,
and a ‘professional’ personnel manager second.
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These models were early attempts to classify personnel work. Later
attempts have always come back to at least one role, which like the
‘architect role’ can be described as a ‘business partner’.

During the early years of the 21st century, the changes to the way HR
work is conducted have become more pronounced. Following the popu-
larity of the Ulrich model, which represents HR as operating according
to four dimensions, strategic, operational, process and systems accord-
ing to the focus, and the organizational context, the business partner
role has become the desired position (Ulrich, 1997).

The business partner should operate across all four dimensions,
according to this notion (Figure 4.2). A business process focus with a
strong strategic interest, coupled with the capacity to act as change
agents may be one determinant, but HR specialists must show they can
perform at the operational level as well, or they will never be given the
chance to play the bigger, strategic game. The North American roots 
of this model are revealed by the idea of ‘employee champions’. In
Western Europe we might see this role as best performed by trade
unions. We might also question whether or not an HR director can be
both a strategic partner and a change agent, if it is the strategy that has
to change. We discuss these issues and the competences needed for suc-
cess at this level more in the next chapter. Here we will mention that the
credibility of the business partner will be dependent mostly upon their
intellectual ability in organizational diagnosis, and commercial knowl-
edge, combined with their process skills, and facilitative, coaching skills.

80 Essentials of human resource management Chapter 4

Strategic

Change
agent

Strategic
partner

Process

Administrative
experts

Operational

Employee
champions

People
Business
partner

Figure 4.2
Business partner

H6795-Ch04.qxd  4/4/06  8:31 AM  Page 80



Changes to the delivery of HR services have resulted in the reorgan-
ization of HR Departments. This has been made possible by HR
Departments adopting more advanced HR information systems.

As businesses reshape, downsize and outsource to meet exacting
financial demands access to accurate information immediately 
becomes more and more critical for companies (Tyson and Selbie,
2004, p. 126).

Changes to HRM organization can be summarized as:

1 The separation of the transactional role from the transform-
ational role (or from the operational to the strategic). This is
often intended to provide time for HR senior staff to work on
strategic issues.

2 The use of call centres and shared services becoming more
common for HR, and the increased use of distributed systems,
as well as of integrated business process systems.

3 HR functions are being reorganized so that there are business
partners working in an internal consultancy mode with senior
line managers.

4 Individual employees have more control over data entry and
access to their own records.

5 The outsourcing of various parts of the HR function, e.g. train-
ing and development, pension administration, recruitment and
advisory services, means HR managers who are still in-house
can spend more of their time on managing external and internal
relationships, including negotiating contracts with suppliers,
and negotiating internal service agreements and consultancy
agreements with line managers.

There are many variations on these themes. Companies such as IBM
have pioneered the division of HR activity into three areas: the senior
strategic role; the policy making and consulting role; and the transac-
tional, administrative role. This latter role and some of the consulting
work can then be conducted through an HR call centre where there
are HR staff who are fluent in appropriate European languages, to deal
with employee queries, or to refer them to the internal consultant.

The role of HR is changing rapidly. Evidence from the UK CRANET
survey (2003) shows that 58 per cent of organizations had a primarily
independent HR information system and 25 per cent a system inte-
grated into the wider management information system. Pressure on
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costs and the application of new systems, has encouraged some organ-
izations to outsource whole parts of HRM; e.g. Hertfordshire County
Council outsourced all of its recruitment activity to Manpower Limited,
BP at one stage outsourced much of its HR activity. CRANET survey
shows 25 per cent of respondents reported an increase in the use of
external providers in training and development over the last three years.

These changes produce some interesting dilemmas for the HR occu-
pation. Will the ‘profession’ break up into a number of sub-specialisms?
Will the senior roles of HR Managers and Directors increasingly come
to be occupied by people transferred in from other functions? How will
the occupation cope with the greater complexity in the fields of work
while maintaining a focus on business needs? The history of personnel
and human resource management shows that the function has always
adapted and reorganized in every period. The various specialisms 
described in this book give some indication of the challenge.

Summary

This chapter has shown that there are various traditions in personnel
management, and that each has its own historical pedigree. A brief
summary of the traditions of personnel management we have touched
on is given in Table 4.2.

No generalization about HR management is possible, therefore, at
the level of description, and different models may be appropriate in dif-
ferent organizations. The ability to switch between models as required
is one of the most important requisites for those working in this field. In
the next chapter we shall see how the interdependence between line
managers and HR managers is indicative of successful personnel work,
by showing that the way the HR function is discharged is as important as
what is done for the achievement of the organization’s objectives.

82 Essentials of human resource management Chapter 4

Questions
1 Define personnel management, showing the distinction that should be made

between the personnel department and the personnel function of management.
2 What are the main trends in the history of personnel management?
3 What impact does personnel management have on industrial relations?
4 To what extent was human resource management representative of a new paradigm

in people management in the 1980s and 1990s?
5 What are the major trends affecting the HR occupation and will the ‘profession’

survive as a separate specialism?
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Table 4.2
Traditions in personnel management

Traditions Period Description

Welfare Up to 1920s Personnel management as a personal service to employees,
who are the ‘clients’ of the personnel or welfare officer.
Major concerns were the provisions of canteens, sick visiting,
the supervision of moral welfare in anticipation of a reciprocal
sense of service from the employee

Employment Up to 1930s Emphasized the control of numbers and budgets and placed 
management stress on economic efficiency plus a high value on performance

investigation by organization and method type studies.
Employees have not always shared these beliefs, thus leading to
a ‘Theory X’ view of workers by managers

Bureaucratic 1914 to present The ‘personnel administrator’ typical of many large organizations 
operates a comprehensive set of rules based on a belief in
order and rationality, and on the intrinsic merit of the
organization’s internal status system, to which employees are
expected to subscribe

Professional 1945 to present A belief in specialization is sustained by the personnel 
personnel manager application of techniques applied for the benefit of the ‘client’,

who is the line manager, and is supported by a general social 
acceptance of ‘experts’

Liberal radical 1930s to present This personnel manager sees their role as improving 
communications and leadership. Approach is that of a radical 
liberal, a belief in individualism and the need to participate 
with employees, anticipating agreement and enthusiasm from 
those at work

Human resource 1980s to present Accent on development and utilization of people as assets.
manager Employment costs and the return on these costs are central 

concerns, leading to desire for adaptability, flexibility of people 
and to use of outsourcing arrangements to reduce costs
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C H A P T E R

Human resource
strategy

5

This chapter locates the HR function as a central feature of business
strategy. Human Resource Management exists in order to achieve organ-
izational goals through people resources: it is the employees’ vision,
directed physical and mental energy, motivation, creativity and will to
succeed that adds value for customers, and serves needs for individ-
uals, groups and society as a whole. People management is perceived
by most organizations as a key determinant of success.

As we have seen, specialized HR departments were frequently estab-
lished by organizations responding to change, often as a consequence
of acquisitions and mergers, or due to the increased size and complexity
of their businesses.

Specialization in HR management has contributed to the success of
famous companies, and through such companies has played a part in
advancing the cause of civilization. The improvement of working condi-
tions, the creation of job satisfaction, the development and training of
employees, the maintenance of harmonious relationships and the fair-
ness of rewards, for example, exist in organizational life because man-
agements have seen the importance of a professional approach to HR
management. However, there is evidence of failure in some organiza-
tions. The problems of low productivity, unfair dismissals, absenteeism,
accidents and social abuses, such as sexual and racial discrimination, are
still with us as we move forward in the 21st century.

In the previous chapter we described how some of the different trad-
itions of personnel management developed. The variability of organ-
ization cultures and the changing environment in which people are
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managed would lead us to believe that there is no regular trend in the
development of personnel management that applies to all organiza-
tions. No single model of HR management can meet all requirements.
The problems arise when there is insufficient flexibility by managers in
their response to the changing demands of their role. The coordin-
ation of this kind of variable, responsive attitude towards HR problems
does require senior management to possess strategic awareness: a deep
understanding of their strategic goals; how to organize resources to
achieve them; and how to keep their vision at the heart of what they do.
This must be accomplished in the face of constant pressures to shift and
change. The approach advocated looks towards changing values in soci-
ety, to the impact of market and technical changes on the workforce so
that a comprehensive, sensitive and accurate response is made. In our
description of the ‘Business Partner’ model of HRM, in the previous
chapter, we can see one significant analytical framework for HRM,
which has been influential in the development of the function.

By operating a comprehensive, systematic coverage of the employment
relationship in all the activities of HR management, and by following
appropriate processes, HR managers can help to adapt their organiza-
tions to the changing environment and can contribute to the success of
their organization’s goals. However, HRM needs to be more than just a
process driven activity. To be at the heart of strategy making, to be able to
contribute to the strategic agenda, HR managers and Directors need to
develop an approach to HR strategy which suits the business strategy.

Human resources and business strategies

There have been a number of attempts to describe the interlinkages
between human resource management and organizational goals. The
Harvard model of Beer et al. (1985) (Figure 5.1) characterizes human
resource management as a system which links corporate objectives into
societal needs and back into human resource activities. This framework,
therefore, describes the integration between business and society. Per-
haps the main weakness of this framework is its failure to show corpor-
ate or business strategy as a key determinant of human resource strategies
and policies.

Other authors, such as Pettigrew (Hendry and Pettigrew, 1990), have
attempted to show human resource management as a process where
there are interconnected decisions deriving from the corporate or
business strategy, often, for example, originating in the product life
cycle stage, or in decisions to move into new markets (Figure 5.2).
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Figure 5.1
The Harvard

analytical framework
for HRM (from

Human Resource
Management:

A General Manager’s
Perspective by 

Beer, M., Spector, B.,
Lawrence, P. R.,

Quinn Mills D. and
Walton, R.E. 1985)

Research has shown the complexity of the relationships between cor-
porate and human resource strategies. The term ‘corporate strategy’ is
taken to mean the strategy pursued by a corporate board, which includes
the portfolio of interests they wish to acquire or retain, together with the
financial ratios (such as return on total assets) they use to measure the
corporate performance of their various businesses.

Corporate strategic decisions are often concerned with decisions about
whether or not to invest in different parts of the business. The Boston
Consulting Group Matrix, which looks at a company’s product portfolio,
which analyses products or services according to the relationship between
market growth and market share is one well known typology.

‘Stars’ are products/services in which a company would normally wish
to invest, where the market is booming and the company has a big share,
e.g. Microsoft. ‘Cash cows’ are important contributors financially, but
are not likely to grow; they should be milked to provide profit and invest-
ment to other products/business units, or to defend market share. Some
of the big supermarket chains where the market is saturated might be in
this position. ‘Dogs’ are only useful if they help, for example, to bring
business to the rest of the other portfolio businesses or if they serve to
keep out competitors. The ‘Question marks’ are where the judgement
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calls have to be made – would more investment increase market share?
Is this product or service not sufficiently competitive?

According to Miles and Snow, organizations can be categorized
along their life cycles, according to whether they are first in the market
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(Prospectors) or are defending a large share of a volume market
(Defenders) or enter a market once it is created, with an improved
product moving to become low cost producers themselves (Analysers).
Defenders, such as large car manufacturers have a high volume, low cost,
centralized strategy. Prospectors are flexible, adaptive, such as computer
software companies. Analysers are companies such as low cost airlines
which followed easyJet with a similar offering. Different HR strategies
are appropriate according to whether a company is a Defender (with the
emphasis on efficiency, low unit cost production) or a Prospector (where
creativity, flexibility and entrepreneurship are required), for example.
There may also be differences in the strategy process: Defenders plan
first, then act and then evaluate; Prospectors, act first, evaluate and then
plan; whereas Analysers evaluate first, then act and finally plan.

The conclusion we may follow from Miles and Snow’s observations
are that HR strategies need to be tailored to the needs of the business,
and that business strategies have a major impact on the way organiza-
tions are managed.

Business strategy is the strategy of a particular company, organiza-
tion or business unit (a strategic business unit – SBU), measured usu-
ally by the sales, product launches, return on investment and similar
measures. Business or organizational strategy can be defined as:

The attempt by those who control an organization to find ways to
position their business/organization objectives so they can exploit the
planning environment and maximize the future use of the capital and
human assets (after Johnson and Scholes, 1997).

We should note that this definition emphasizes the choices available in
the search for competitive advantage, where to position the business,
how to exploit the planning environment (i.e. the opportunities in the
economy) and how to maximize the use of capital and human assets 
in the future. The significance for human resources is how to maximize
the use of human assets in order to achieve competitive advantage. The
assumption that employees are assets could be challenged, since clearly
some employees might be liabilities.

Competitive advantage can be gained by competing through price
advantages over competitors, through differentiation, which could be
achieved through better products, or by some technological advantage.
There are dangers in entering what are believed to be new markets
through new products or services: there may not be a market, which
would explain why there are no competitors in the field. One choice is
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therefore how different the product or service should be. A further
approach is to focus on high perceived value by means of a premium
price or specialized products or services. For example, Mercedes cars
are very expensive but customers believe the car is special and it has a
prestigious image, even if there can be a large percentage depreciation
in the first three years.

Business strategy may be created in a variety of ways. Strategy may be
imposed, from a top down group, usually the main Board, who have
the responsibility to direct the company, to the shareholders and other
stakeholders. Public Sector Boards have a similar responsibility, being
accountable for the quality and availability of services to an electorate.
Strategy may be an outcome of a rational, analytical design or it could
be emergent, coming from actions and choices driven by immediate
needs. This may be a form of logical incrementalism where there is
learning by doing, and because of uncertainty, strategy is created one
step at a time. These are two typical approaches therefore: the analyt-
ical and rational approach largely driven from the top, or the slower,
more emergent approach where the reconstruction of strategy is con-
tinuous, and where input may be from a variety of sources. We should
also differentiate between intended and realized strategy. There are
many companies where business strategy exists only on paper, where
much may be said about the plans, but the question is how many of
these strategic ideas are realized?

Because of uncertainty in the economic, political and social environ-
ment the planning horizon for most organizations has been shifting from
five years down to three or even two years. Capital intensive businesses
(such as manufacturing, steel or shipbuilding) will typically plan over a
longer period than labour intensive businesses (such as retail, financial
services). Very often, there is a long-term statement of strategic intent,
with a short-term plan for the next two years. Research through CRANET
shows that 80.7 per cent of UK organizations have a written business strat-
egy. This compares to the international average of 74.8 per cent. Only a
small proportion of organizations have no strategy, although internation-
ally 16.7 per cent have an unwritten business strategy.

Human resource strategies should not be confused with human
resource or personnel policies. Human resource strategies are typically
a series of policies and programmes (such as change programmes)
designed to achieve a people management objective. Similarly, there
are sometimes express ‘human resource philosophies’ – these are typ-
ically value statements which set out the corporate values towards the
employees, including minimum standards, and the overall vision for
managing people.
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The outward sign of human resource strategy is the process of bring-
ing together people, plans and programmes of activity within an over-
all framework, designed to deliver against organizational objectives.
However, of greater importance is the thinking behind the strategy, the
values on which the philosophy of management is based which under-
pins the HR strategy. As Miller (1987) explains, HR strategy comprises:

those decisions and actions which concern the management of
employees at all levels in the business, and which are related to the
implementation of strategies directed towards creating and sustaining
competitive advantage.

Table 5.1
Business strategy

Percent

Yes, written 75

Yes, unwritten 17

No strategy 7

Don’t know 1

Total 100.00

International data on organizations with a
business strategy. (Aggregated. CRANET
2003) (Rounded to nearest %)

Table 5.2
Personnel/HRM strategy

Percent

Yes, written 56

Yes, unwritten 25

No HR strategy 18

Don’t know 1

Total 100.00

International data on HR strategy.
(Aggregated. CRANET 2003)
(Rounded to nearest %)
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Research by Purcell (1995) has shown how human resource strategies
often follow business strategies – these are ‘downstream’, second- or
third-order strategies that are mostly concerned with implementing
business strategies. However, there are recorded cases where the mix
of skills of the workforce has influenced the decisions about the type of
business to be developed.

Organization structure is also a deciding factor in the influence of the
HR department over strategic issues. Highly divisionalized structures,
now so common in industry and commerce, result in strong divisional
HR functions, sometimes at the expense of the corporate HR role. The
devolution of responsibility for profit or cost control to divisional man-
agers can only be successful if they also have control over HR policies
that have a major influence on employment costs. There is, therefore,
often tension between corporate head office HR policies, e.g. in areas
such as fast-track recruitment, management development and benefits
programmes and local company or divisional desires. Increasingly, HR
departments have to ‘sell’ their policies to sceptical line managers or
invoke the authority of the board to gain acceptance of their initiatives.

There are many variables that influence the range of HR policies
chosen in support of particular business strategies. For example, size
and the technology used in the service or production determines the
occupational groups to be employed; how they will be organized and the
labour intensity of the firm determines the nature of the work; the indus-
trial relations traditions determine the procedures used for deciding pay
rates, introducing changes and the decision-making style to be adopted.
At the organization level of analysis, therefore, HR departments perform
a variety of functions according to these variables, and reinterpret man-
agement strategies into people management strategies.

The fit between human resource strategy and business or organiza-
tion strategy is a key determinant of HR effectiveness. The fit between
these two aspects of strategy enables HRM to contribute fully to the
achievement of organization objectives. The creation of business or
organization strategies is dealt with in different ways within different
contexts. Here we will present the three typical approaches to HR strat-
egy. In one sense, they are all versions of the way to ‘fit’ HR strategy to
business strategy.

The fit approach

The process of strategy formation is the process by which many differ-
ent perspectives come to be reconciled. It is the process of taking the
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influences from the economy and society, and reinterpreting these
and organizational objectives during a reconciliation of influences
from employees, shareholders and other stakeholders. There are
external and internal pressures, therefore, which put the fit between
HR strategy and business strategy under pressure (Figure 5.4).

Examples of external pressures include changes to legislation, eco-
nomic changes, and acquisitions. Internal pressures are exemplified by
divisionalized structures, and different planning periods for business
strategies from HR strategies; graduate recruitment for example will
be based on assumptions about staffing needs beyond two-year or
three-year business plans.

There is a need to integrate HR and business strategy at the policy
level, that is, to bring together policies into the business processes 
and programmes, such as those concerned with quality, customer serv-
ices, cost reduction and productivity improvements. Miles and Snow
(1994) have described the process as one of ‘fitting organisational struc-
ture and management processes to strategy’. This is part of integration
with fitting the business to the marketplace.

Pressure for change

There are enormous pressures for change upon organizations, which
can be found in the business environment: globalization, customer
demands for improved quality, technology innovations, demographic
and social change. Organizations are changing as part of a dynamic
aimed at making both the private sector companies and the public sec-
tor more responsive, with a strong capability to change. Acquisitions,
joint ventures, mergers and demergers are producing a great variety of
organization structures including network and federal structures. This
organic approach means organizations are more fragmented, and in

External pressure

Internal pressure

HR strategy Business strategyFit

Figure 5.4
The fit between HR

strategy and
business strategy
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the abandonment of stability, rigidity and the rationalistic formal rela-
tionships we can see signs of what we describe in Chapter 3 as postmod-
ernism in organization theory.

Among the pressures for change which impact as external factors
upon the fit, we might expect that general economic and demographic
changes will be most important, but also that there are political pres-
sures, e.g. those related to European integration. One way we can 
classify these factors is through a PESTEL analysis (Political, Eco-
nomic, Social, Technological, Environment and Legal pressures for
change).

Political changes are often seen as economic changes (e.g. the debate
about membership of the European currency, the Euro). Consequently,
we should not be too concerned about precision in the categories, but
use PESTEL analyses as ways of teasing out the factors that are most
likely to have an impact upon our business, and the extent of that
impact. Legal changes, such as the Human Rights Act, and Corporate
Governance Regulations, have a direct effect. Demographic and other
social changes also have major economic consequences, implying that
we should see PESTEL as represented in Figure 5.5.

It is the economic, legal and technological factors that ultimately
influence organization strategy, i.e. political, social and environmental
factors provide opportunities or constraints for organizations accord-
ing to whether they aid growth or not, or produce high costs or not.
Such factors also may offer new service and product opportunities
depending upon whether or not there are appropriate economic infra-
structures, such as channels to market, available expertise, and suffi-
cient demand in the economy for the product or service.

If we take demographic changes as an example, we can see how
changes forecast may influence the human resource function’s ability
to deliver desired strategy outcomes and hence these demographic
shifts impact upon the degree of fit between the HR and the organiza-
tional strategy.

Political

Social

Environmental

Legal

Economic
Organization
Strategy

Technological
Figure 5.5

PESTEL analysis
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Organization culture

Corporate philosophies Aligned with business strategy
Vision and mission

Core value statements
}

Overall strategic approaches

Human resource strategies may be understood as objectives, or as
processes. Human resource objectives include the development of
capability within the company, in order to give the business a competi-
tive advantage. These could be described as broad, overall strategic
human resource aims. Human resource strategies, which seek to put in
place processes, are ‘ways of working’ akin to the old ideas of ‘strata-
gems’ or ploys to achieve particular ends, rather than the ends them-
selves. For example, we can conceive of organizational cultural strategies
that aim to set up a style of working in support of certain values.

Fit between business and human resource strategies can be achieved
not only through policies designed to drive the business strategy for-
ward, but also by adopting a style of working, or an organization cul-
ture. Companies adopting this approach can use a variety of methods:

Many companies will, in any case, lay down minimum standards which
display corporate values. The intention with this approach is to ensure
employees, managers, supervisors and customers as well as suppliers
have a clear understanding of the behaviours, attitudes and overall
intentions to be expected in the organization. These should be consistent
and supportive to the business strategy, as the examples from Kraft Foods
and Cadbury Schweppes (see Appendices 1 and 2 respectively) show.

The resource-based view (RBV)

This theory derives from the ideas of economist Edith Penrose. The
mainstay of this theory of the firm is that resources including employ-
ees, systems and business partners are combined into ways of working
which are rare, inimitable, valuable and non-substitutable so that they
become sources of competitive advantage. HR systems create the human
capital pool of skilled people, so that they can sustain what Wright et al.
(2001) described as ‘strategically relevant behaviours’. Societal capital
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is produced as the teams and groups of employees across the organiza-
tion combine to deliver high performance. Organizational capital is gen-
erated from these processes when the organization shows it can create
social capital by uniting the goals through its HR policies and systems.
Examples here would be the selection and training policies, combining
with reward and development policies to attract, develop, motivate and
retain high quality teams. This means organizational capital is created
when we systematize the learning, and the processes that make replica-
tion and sustained competitive advantage possible.

In a knowledge-based society, organizations need to be able to take
forward the ideas and new products from the people who work within
the organization, and to adapt quickly and take in ideas from the whole
society. For example, while the research of Watson and Crick on DNA
resulted in the genome project, it is the adoption of these ideas within
the pharmaceutical and related industries that eventually produces
advances for society. Cell phones, personal computers and all the latest
electronic and telecommunications wizardry derive from inventiveness
and conversion into products and services.

In the resource-based view of HR strategy, managers seek to gain a
competitive advantage through the quality of the people employed. Since
their competitors are also adopting this approach, just following the
normal professional disciplines in HRM is not enough to secure an
advantage. The basic requirement to trade in most industries now is a
well-trained workforce, flexible and responsive to customer demands.
These basic policies Purcell (1999) describes as the ‘table stakes’ – the
price necessary for entering and trading in the market, but not a suffi-
cient differentiator for a long-term competitive advantage.

Sustaining competitive advantage requires a unique set of compe-
tences that should be a combination of rare and inimitable skills and
knowledge, with organizational systems and distinctive organizational
routines. Such elements as the speed of response to the customer, the
brand image, the quality of the product or service and the relationship
marketing approach are the constituent parts of the competitive strategy,
into which the HRM component of competency recruitment and devel-
opment, motivation and retention, innovation and problem-solving are
embedded. Long-term success is an outcome of the whole organiza-
tional posture, of which HRM is an integral part.

The RBV requires, therefore, a skills and capability focus, so that
firms learn faster than their rivals, and that they protect and enlarge
their intellectual capital. As a consequence, companies can generate a
human capital advantage as well as an organizational process advantage.
Mavrinac and Siesfield (1997) have suggested that 35 per cent of an
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institutional investor’s valuation of a company is attributable to non-
financial attributes, such as management credibility and expertise,
innovativeness, the ability to attract and retain talent, compensation
practices, and the quality and execution of the business strategy.

The agile organization approach

One capability all organizations wish to develop is the capacity to manage
change well and naturally, to be adaptable to the fast moving markets
where they operate. As the chief protagonists of this approach argue:

Dynamic organisations compete through marketplace agility.
Marketplace agility requires that employees at all levels engage in
proactive, adaptive and generative behaviours, bolstered by a supportive
mindset (Dyer and Shafer, 2003, p. 7).

The challenge is to find ways of changing organizations in a responsive
way, so that instead of seeing change management as a specific campaign
to move an organization from one position to another, the objective is to
create an internal dynamism whereby organizations adjust at all levels to
new circumstances and conditions as required. Other famous authors
have spoken about helping organizations to learn how to dance, to
improvise, twist, and do whatever is necessary to deliver products or
services as required, or indeed to change their structures and their prod-
ucts if necessary. Agile organizations are ‘self-organizing systems’, which
have ‘the capability to be infinitely adaptable without having to change’
(Dyer and Shafer, 1999).

The paradox is that in order to change, some aspects of organiza-
tional existence must remain the same. To illustrate this point we can
consider the case of British Aerospace. They are in a global marketplace
where technology and systems change rapidly, and where there is tough
competition, especially from companies such as Boeing in the USA. To
compete they must form partnerships with other manufacturers, in
other countries. However, British Aerospace was historically itself an
amalgamation of smaller aircraft and defence system manufacturers,
each with their own culture, and to ensure that their future partners
knew there was a single way of doing business a common culture was
needed, supported by shared values throughout British Aerospace. In
order to use the network structure to become infinitely adaptable
therefore, some aspects of their operation had to be strengthened so

H6795-Ch05.qxd  4/4/06  8:32 AM  Page 96



Chapter 5 Human resource strategy 97

that their future partners knew what to expect, and how to relate 
to them.

Hence, at the heart of the agile organization are a shared vision and
shared values, together with a general understanding of performance
metrics. According to the theory, this enables organization redesign,
and the reconfiguration of technology and business processes to occur,
and to support agility in employees who can rely upon a core of high
quality staff. There are advantages in the organization renewal context
for this approach, which promises a duality in strategy so that it is possible
to optimize adaptability and efficiency simultaneously, as demonstrated
by the strategic approach taken by companies such as GlaxoSmith Kline.
The central feature of all these examples is the organization culture
which expects change to be a norm, to be constant. This type of culture
has been described as a ‘gazelle’ culture. The characteristic features of
such a culture are informality and networking, with only the budget as
a powerful constant which is immutable, strong values associated with
flexibility and a market orientation, combined with a ‘can do’ philoso-
phy and strong loyalty to the products and to the company. This is a
very focused culture, there is a challenging atmosphere, intellect and
flair are valued. The culture thus described is found in companies with
a strong marketing orientation such as the French/international cos-
metics, hair care and skin care company, L’Oréal. HR staff in such a
culture are expected to spend much of their time on development and
career management, and to work closely with general managers as
business partners.

Agility could be said to be driven by the RBV. There are three specific
competences that need to be fostered: reading the market, mobilizing
a rapid response, and embedding organizational learning. Learning is
developed to the point where all are involved in generative double
loop learning, learning about the processes as well as the content. This
helps to eliminate defensive routines.

The three models described above build upon each other. HR strategy
must fit the business strategy. One way to do this is to develop resources
to the point where they can drive strategy, by opening up possibilities
because of the capabilities which give the competitive advantage. A
refinement of that process is to build adaptive processes into a power-
ful culture which is designed to encourage and value agility.

In the UK, 61 per cent of organizations have a written HR strategy
(20 per cent less than have a written business strategy) according to 
the 2003 CRANET survey. This is approximately the same as in the
USA, lower than in Sweden (79 per cent) and higher than in Germany
(36 per cent), and compares to an overall average of 56 per cent.
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For the last decade there has been a growing interest in the idea of the
‘Balanced Scorecard’, originally from Kaplan and Norton’s 1996 book of
that name. This takes the idea of linking value creation with the notion
of stakeholders. The RBV is also drawn upon in this framework which
sees capabilities, learning and growth as the foundation upon which
internal business processes are based, and that these processes should
serve the customer’s needs, which produce financial performance.

Simple frameworks such as lists of business objectives, and the HR
implications (expressed as programmes of work, with key performance
indicators (KPIs) milestones, and outcome performance measures)
are sufficient. There are more elaborate models such as the EFQM’s
framework, which is used in a quality competition, with points awarded
by peer group assessors, resulting in Europe-wide winners. This recog-
nizes that there are different but interlinked groups of people involved
in strategy achievement – including suppliers, customers and sharehold-
ers as well as employees (Figure 5.6).

Stakeholder models of HR strategy show the KPIs for each stake-
holder in regard to each HR objective or programme as illustrated by
the example from a large retail mail-order business.

Stakeholders are looming in organizational thinking for several 
reasons:

1 Shareholder power is more apparent because of the free
movement of capital and through their non-executive dir-
ector representatives on boards and the growing demand for
remuneration committees to exercise more control over top

Leadership
100 points

Processes
140 points

Business
results

150 points

People management
90 points

People satisfaction
90 points

Policy and strategy
80 points

Customer satisfaction
200 points

Resources
90 points

Impact on society
60 points

Enablers: 500 points Results: 500 points

Figure 5.6
EFQM (European Foundation for Quality Management) model
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pay, and for more transparency and disclosure to produce less
generous top pay rewards. The spate of mergers, acquisitions
and divestments also means shareholders are becoming more
sensitive to business strategy. Public sector shareholders, the
taxpayers, are even more likely to be concerned about strategy.

2 We commented earlier on the trend for organizations to seek
to form trading networks with their suppliers and the recog-
nition of stakeholder relationships as a significant source of
competitive advantage. New technology now offers the means to
bring together information about customers and suppliers, and
to look for potential benefits from the improved management
of these relationships.

3 The requirement for the employee voice to be heard as a
means to improving organizational effectiveness, and the move
towards partnership approaches to industrial relations means
explicit stakeholder relationships with clear KPIs are needed.

4 The notion is gaining ground that organizations have to be seen
to be socially responsible to satisfy ‘green’ investors, local com-
munities and central government, and to retain their employ-
ees’ commitment. All these reasons argue for a stakeholder
place in the corporate objectives, with KPIs for each stakeholder.

The process for creating HR strategies

There is a logical sequence to be followed in strategy creation:

1 Agree corporate vision/mission/values
2 Establish HR vision or philosophy of management
3 Produce business objectives and business strategy (may be in

the form of KPIs)
4 Analyse what is happening inside the organization
5 Agree HR objectives which fit the business objectives
6 HR proposes long-term HR objectives which support the 

mission/values
7 Agree HR strategies for achieving 5 and 6 above, including

policy changes
8 Set measures of achievement
9 Agree an outline timetable with HR milestones and responsi-

bilities for each element
10 Set out implementation strategies, feedback, monitoring and

evaluation.
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HR strategies are often written as separate documents, deriving from
the business plan, or are included as a specific sector of the plan itself.
There is no one way to write them. They will usually consist of a number
of people management objectives (the achievement of which will be
measurable) together with the policies and actions which are thought
necessary to achieve them (Figure 5.7). The statement may also include
express reference to any assumptions made (about the availability of
budget, or if a sales forecast is to be met). For example, a business objec-
tive to which HR might contribute might appear as shown in Figure 5.8.

There would be timescales and cost/benefits associated with this
strategy. Certain assumptions are made. For example, that by reducing
turnover there will be more time for supervisors to train new staff and
to performance manage and that better ‘quality’ recruits will achieve

What is our
vision of the
future?

If our vision
succeeds,
how will we
differ?

What are
the critical
success
factors?

What are
the critical
measure-
ments?

Statement of vision
mission statement

With the ability to
innovate and grow

Innovation and learning

With internal
processes

Internal perspective

To customers

Customer perspective

To shareholders

Financial perspectives

The balanced scorecard

Figure 5.7
Linking measurements to strategy

Business objective HR Strategy

Improve efficiency in paint spraying Reduce labour turnover from 20% p.a. to 8% 
department by reducing overall labour p.a. (thus reducing overtime, training costs
costs by 3% p.a. while maintaining and recruitment costs) by
current levels of output and quality

1. Improving selection using specially designed
selection test

2. Providing realistic job previews for candidates
3. Improving induction process (new course, 

involving supervisors)

Figure 5.8
Example of a

business objective to
which HR might

contribute
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output at required levels more quickly. The project to reduce costs in
this way would need to be jointly devised and run by supervisors and
the HR staff, and have been costed in advance of being incorporated.

Even if the HR strategy is fully written up with the business strategy,
there are advantages in identifying separately the HR policies to see if
they are consistent. The grouping of policies together can have a sig-
nificant impact on performance as we discuss in Chapter 23.

In this small example, we immediately encounter the first challenge:
where should strategy be created? The answer to this question is
dependent upon organization structure and upon the way power and
politics among the dominant coalition of managers and directors is
played out. Much also depends upon the role of line managers and of
HR specialists.

Figure 5.9 shows how HR strategy is typically dealt with at different
levels in a divisionalized company.

What issues are dealt with at different levels?

Typically

Head office Top people’s recruitment, promotion, rewards and development
High potentials’ development
Management development
PR

Division Management recruitment
Manager development
Rewards/pay structures
Policy–broad terms and minimum standards
Communication

Business unit Industrial relations
Policy implementation
Recruitment/selection
Training

Figure 5.9
Creating HR

strategies

Strategic planning processes require a cascade of objectives which
typically follow a series of iterations, starting with the company vision,
or mission, down to an implementation plan, but with a review at each
stage, shown by the feedback arrows on the left side of Figure 5.10.

The role of HRM in creating an HR strategy is to work at the heart of
the strategic decision-making in the organization. This is an ideal oppor-
tunity for HR managers to adopt the business partner role and to exer-
cise the skills of the internal consultant. There will be meetings required
with senior business managers to examine in detail the HR implications
of the business plans, which have then to be turned into policies and
programmes of work. As discussed in the last chapter, analytical skills
and organizational behaviour knowledge will need to be combined with
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• Financial
• Non-financial

• External
• Internal
• SWOTS
• Assumptions

• Efficiency/cost reduction
• Growth
• Diversification

• Human
• Financial
• Physical
• Systems

• Sales/product
• Cash flow
• Return on capital

• What
• When
• Who

Company vision & mission

Company objectives

Situation analysis

Strategies

Resources

Implementation plan

Financial evaluation
Risk contingencies

Figure 5.10
Strategic planning

processes

an understanding of the business, financial acumen, and an awareness
of the many different fields such as corporate taxation, operations man-
agement, financial reporting, accounting and marketing.

Auditing your HR strategy

For many HR managers an HR strategy, even if outdated, will be in exist-
ence. There is a requirement therefore to know the questions to ask,
and the kinds of data to collect as well as how to write up the strategy.
The following 10-point plan is an audit instrument for this purpose.

Readers are recommended to work through the questions, using
appropriate chapters in the book for a guide in the process.

In the following chapter a more detailed discussion covers the tech-
niques for planning human resources, and the first part of the HR data
gathering which then informs the strategic objectives.

You can use the main headings of the 10-point plan as a means to
audit whether you have HR strategy development or review needs, and
what HR strategies you should be putting in place.
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The HR audit 10-point plan

1 Agree corporate, mission/vision/values
1 Do you have a mission/vision/values statement? (Whose

values are they?)
2 What do your customers think of the statement?
3 Is it remembered by employees?
4 Do members of the organization care about the mis-

sion/vision/values?
5 Is it clear, up-to-date, and representative of what your

organization seeks?
6 If you do not have a statement of mission/vision/values

do you want one?
7 What do your key stakeholders think about your mis-

sion/vision/values?
8 Are there specific aspects of the mission/vision/values

which affect or should affect the HR strategy?
2 Establish an HR vision/mission/values/philosophy of 

management
1 Do you have a vision for the HR function?
2 Do you want your employees/potential employees to

identify with your employer brand?
3 What are the characteristics of your employer brand as seen

by employees?
4 What should be the employee experience of working for

you?
3 Produce business objectives and business strategy

1 Where is the business/organization strategy created?
(Group, or division, or company level or at other levels.)

2 What is your role in creating the business/organization
strategy? (Are you a member of the Board/Committee
responsible for this?)

3 How are the business objectives expressed (e.g. key per-
formance indicators, balanced scorecard)?

4 Is there a written business strategy/plan showing how the
objectives are to be achieved?

5 What is your role in creating the HR strategy (working
with the top team, or producing first draft yourself, or as
part of a planning unit, etc.)?

6 Are the HR implications of the business plan clearly 
spelt out?
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7 Do you have to infer the HR implications separately from
the business plan?

8 Are there significant changes to organization structure,
and/or location forecast?

9 Are there predicted changes to the workforce, e.g. expan-
sion, contraction, changes to skill/knowledge?

10 Are there to be improvements to productivity, or changes
to working methods, systems/technologies?

4 What is happening inside the organization?
1 What are the significant changes to internal labour markets?

(i.e. labour supply), e.g. age profiles, labour turnover, absen-
teeism, productivity, skill levels, qualifications, experience
levels, supervisory and management skills, succession plans.

2 What are recent attitude survey results?
3 Are there any issues revealed in grievances, industrial dis-

putes, discipline cases, appraisal information?
4 Are there effects known or likely to become important for

existing policies from forthcoming legislation (e.g. age
discrimination)?

5 Agree HR objectives which fit business objectives
1 What timeframe do the business objectives assume or

mean for HR objectives?
2 Do these affect strategically significant groups of employees?
3 Are the business objectives reasonable, and achievable in

HR terms?
4 Can measurable HR objectives be decided which will sat-

isfy the various stakeholders?
5 What are the effects on costs and the quantifiable benefits

to come from the objectives being achieved?
6 Do these objectives affect the coherence of the HR

vision/corporate values, employer brand etc.?
6 HR proposes long-term HR objectives

1 What HR policy changes are needed to deliver the HR
vision?

2 What are the cost benefits of these objectives?
3 Auditing of existing HR policies, e.g. recruitment, reward,

development: are they delivering value for money, are
they achieving the desired objectives?

4 What can be done to make the vision coherent, clear,
communicated?

7 HR strategies agreed for achieving 5 and 6 above
1 Bring the data together from 4, 5 and 6.
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2 What strategies are needed to achieve the business object-
ives and to deal with existing issues?

3 What changes to HR policies and practices will be needed?
4 How will these be introduced (e.g. consultation, training,

communication)?
8 Set measures for achievement

1 What practical, measurable targets can be set?
2 Who is responsible for achieving these – project groups, etc.?
3 What procedures will be put in place in order to make this

measurement possible?
9 Agree an outline timetable

1 What timeframe is to be used for each strategy?
2 How do these strategies interact and what pressures on

resources (managerial/HR, etc.) will be imposed by the
timetable?

3 Who are the members of the HR department to be
involved?

4 What resources are required in HR or elsewhere to
achieve policy changes?

5 What HR systems/technology changes are required?
10 Implementation strategies, feedback, monitoring

1 How will the various projects be monitored and reported
to TU, workforce, to senior management?

2 What review procedures are in place? (Frequency, who
involved, etc.)

3 Are there to be evaluation projects to test the assumptions
made in the strategies?

4 Are there to be major change strategies? If so is this to be
handled as OD?

5 How much employee involvement is to be encouraged in
strategy implementation?

6 Are there to be action/research/collaborative change
methods?
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C H A P T E R

Human resource
planning

6

Human resource planning must have been applied in a general sense
ever since people have collaborated in working groups. The idea itself
is, therefore, certainly not new. The modern version of HR planning as
we know it developed from studies carried out shortly after the last war
by the Tavistock Institute of Human Relationships in subjects connected
with labour wastage and turnover, and from operational research, which
was initially concerned with the application of scientific and math-
ematical principles to solving the operational problems of military and
industrial organizations. Inevitably, it was realized that the human
resource component of these problems could not be ignored. Thus, 
in 1967 the Manpower Study Group emerged from the Operational
Research Society to become the Manpower Society in 1970. At about
the same time, in 1969, the Institute of Manpower Studies, now the
Institute of Employment Studies, was formed as a research unit.

The importance of planning the material resources of an enterprise
has never been in question, and much effort has been devoted to opti-
mizing financial and capital resources. Paradoxically, the human resource,
which is ultimately the most important and least predictable asset, has
not attracted the same level of attention. Despite significant develop-
ments and recent changes of attitudes towards HR planning, it con-
tinues to arouse some scepticism, maybe because the sceptics believe that
a process which ought to be largely common sense has become unneces-
sarily complicated, or that the many variable factors in an uncertain
future make the returns on the investment of effort of very doubtful
worth. Such views, however, indicate a misunderstanding of the nature
and purpose of human resource planning, which has become a special-
ized field in which statisticians, economists and others have a disciplinary
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interest. However, it is also very much the concern of every manager in
an organization, and especially of the senior staff responsible for pol-
icy, commitment of resources and accountability for achievement.

All management is about decision-making in an environment of 
risk and uncertainty. Effective management aims to reduce the risk
and uncertainty as far as this is possible in an imperfect world by the
acquisition of the best available information and the use of a system.
Improved HR information systems mean there is no reason why data

Actions HR professionals are taking in response to demographic trends

Investing more in training and development to boost employee skill levels 82%

Succession planning 67%

Training line managers to recognize and respond to generational differences 48%

Bringing retirees back into the workforce 41%

Offering customized benefits packages to employees 38%

Conducting studies to determine projected demographic makeup of organization’s workforce 36%

Conducting studies to determine projected retirement rates in the organization 34%

Changing employment practices to address the issues of discrimination against individuals 31%
with disabilities

Offering employment options designed to attract or retain semi-retired workers 31%

Offering employment options designed to attract and retain Generation X and Y 30%

Changing employment practices to address the issue of age discrimination 29%

Changing employment practices to address the issue of racial discrimination 29%

Offering language courses for employees 28%

Changing employment practices to address the issue of discrimination based on sexual orientation 28%

Changing health and safety policies to reflect changing language needs of the workforce 27%

Changing employment practices to address the issue of discrimination based on ethnicity 27%

Changing employment practices to address the issue of gender discrimination 26%

Changing employment practices to address the issue of religious discrimination 25%

Offering language courses for managers 24%

Changing health and safety policies to reflect the ageing of the workforce 24%

Moving business to a different location 20%

Using retirees as mentors 15%

Source: SHRM 2004–2005 Workplace Forecast: A Strategic Outlook

Panel 6.1
Demographics
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driven decisions on HR planning should not be made now, as we argued
in Chapter 4.

Human resource planning is an expression of this philosophy in the
most important area of all, the effective employment of people. The
changes and pressures brought about by economic, technological and
social factors compel organizations of all kinds to study the costs and
human aspects of labour much more seriously and carefully than ever
before. For the same reason, it is a subject to which central government
continues to attach great importance.

Chapter 6 Human resource planning 109

■ Expansion in numbers of managerial/professional/technical jobs 
(4 million new jobs in decade to 2003).

■ Reduction in blue collar jobs.

■ Manufacturing jobs fallen to 17% of workforce from 30% in 10 years.

■ Demographic trends – over 65s � 16% of population in 1998

■ Demographic trends – over 65s � 22% of population by 2025

■ From 2008 onwards the natural decline in population was balanced by net
inward migration.

■ Problems with local labour markets caused by lack of affordable housing for
lower paid workers, especially in cities such as London. Most people spend
around 1 hour commuting to work each morning in these areas.

■ 80% of 16–17 year olds participate in education and training.

■ Poor basic skills, literacy and numeracy found in one-fifth of adult workers.

Panel 6.2
Labour Market change (source: RCI)

The general purpose of human resource planning has been described,
but there are specific purposes which HR planning serves:

1 Balancing the cost between the utilization of plant and workforce : this
involves comparing costs of these two resources in different
combinations and selecting the optimum. This is especially
important when costing projects.

2 Determining recruitment needs: an essential prerequisite to the
process of recruitment is to avoid problems of unexpected
shortages, wastage, blockages in the promotion flow and need-
less redundancies.

3 Determining training needs : this is fundamentally important to
planning training programmes, for which it is necessary to assess
not only quantity but also the quality of the skills required.

4 Management development: a succession of trained and experienced
managers is essential to the effectiveness of the organization,
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and this depends on accurate information about present and
future requirements in all management posts.

5 Industrial or employee relations: the business plan will, of neces-
sity, make assumptions about productivity, and the human
resource implications of merger, acquisition and divestment
decisions will have an impact on the organization’s employ-
ment relationships.

In practice, HR planning is concerned with the demand and supply of
labour and problems arising from the process of reconciling these 
factors. Any system has to be based on analyses of demand and supply
and the plans and decisions which follow these analyses.

A system of human resource planning

These are the main elements contained in the 10-point plan (as described
at the end of the last chapter), when we establish what expansion, con-
traction or redeployment of people will be required over the planning
period. The aspects of the HR strategy we are concerned with here,
therefore are:

1 Assessing future requirements to meet objectives (demand).
2 Assessing current resources and availability of resources in the

future (supply).
3 Producing and implementing the plan in detail, i.e. balancing

forecasts for demand and supply, related to short-term
and/or long-term timescales.

4 Monitoring the system and amending as indicated.

The effectiveness of the plan will depend on how soundly the organ-
ization has considered and planned its business strategy and integrated
the objectives of its component departments. Once these fundamental
details have been thoroughly examined and decided, the senior directing
staff of the organization can consider the implications in terms of human
resources. Because of the constantly changing environment in which all
work organizations operate, whether they manufacture a product or pro-
vide a service, the business and HR strategies and objectives will neces-
sarily require continuous monitoring and revision from time to time.
This will entail a corresponding, regular review of the manpower system.

Figure 6.1 shows how strategic planning and human resource strategies
can be devised. Strategic planning requires the planners to assess the
national/international political, economic, social and technological
trends (a PESTEL analysis), and to look at how their own organization
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is responding. The planners will also wish to assess the likely challenges
and opportunities available – perhaps through using a SWOT analysis –
looking at the strengths, weaknesses, opportunities and threats to the
organization. Strengths and weaknesses are usually internal, while threats
and opportunities are external. Discussions of human resource strat-
egies are also often to the fore when a new ‘mission statement’, or a ‘value
statement’ (describing the underlying values to be adopted with regard
to customers, employees and suppliers), is created. We discussed the
creation of HR strategies in more detail in the previous chapter.

Determining and implementing basic 
requirements for human resource planning

Sound HR planning needs to be based on the following principles and
actions:

1 It has to be fully integrated into the other areas of the organi-
zation’s strategy and planning.

2 Senior management must give a lead in stressing its import-
ance throughout the organization.

3 In larger organizations a central human resource planning unit
responsible to senior management may be established. The main
objectives of this unit would be to coordinate and reconcile the
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Link between corporate and staffing planning

Strategic

Long range
(5 years)

Issue
analysis

Middle range
(Over 1, under 5 years)

Forecasting
requirements

Action
plans

Annual
(Next year)

Strategic planning

1 Define corporate philosophy
2 Scan environmental conditions
3 Evaluate corporate strengths and constraints
4 Develop objectives and goals
5 Develop strategies

Operational Budgeting

Figure 6.1
Human resource

and business
planning
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demands for human resources from different departments, to
standardize and supervise departmental assessments of require-
ments and to produce a comprehensive organizational plan. In
practice, the HR department would normally play a leading
role in the task. In smaller organizations these responsibilities
would probably be carried out by a senior member of staff, e.g.
the HR manager or even the managing director.

4 The time span to be covered by the plan needs to be defined.
Because of the abiding problem of making forecasts involving
imponderable factors, a compromise is often adopted in which
a general plan is produced to cover a period of several years,
and a detailed plan produced for the first year. If the system is
operated as a continuous, overlapping plan, the 3- or 5-year
period of general forecasting could be maintained and each
first year is used in turn for purposes of review and revision 
for the future. The high degree of uncertainty in our environ-
ment has already been mentioned. The uncertainty stems from:
unstable economic conditions, international terrorism, threats
from global warming and physical disasters such as the Indian
Ocean tsunami, the New Orleans flood and rising sea levels;
as well as social change and new values, divorce, teenage preg-
nancies, and demographic shifts, and the broad trends of
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Fears over climate as Arctic ice melts at record levels

Experts at the US National Snow and Data Center in Colorado fear the region is
locked into a destructive cycle with warmer air melting more ice, which in turn warms
the air further. Satellite pictures show that the extent of Arctic sea ice dipped some
20% below the long-term average for September, melting an extra 500000 square
miles, or an area twice the size of Texas. If current trends continue, the summertime
Arctic Ocean will be completely ice free well before the end of this century.

The Arctic sea ice cover reaches its minimum extent each September at the end of
the summer melting season. On September 21 the mean sea ice extent dropped to
2.05 square miles, the lowest on record.This is the fourth consecutive year that
melting has been greater than average and it pushed the overall decline in sea ice
per decade to 8%, up from 6.5% in 2001.

Surface air temperatures across most of the Arctic Ocean have been 2–3°C higher
on average this year than from 1995 to 2004.

The decline threatens wildlife in the region, including polar bears, which spend the
summer on land before returning to the ice when it reforms in winter.

The Guardian,Thursday September 29 2005

Panel 6.3
Forecasts of global warming
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geopolitics which embrace the rise of China as a world power,
and the different visions of European identity found in the
European Union. The panels shown in this chapter describe
some of these major drivers for change.

Forecasting for long periods ahead in the face of such uncertainty
results in a requirement for agility and versatility within HR strategic
planning. Long run HR planning has been replaced by a move to the
more flexible use of labour, and a preparedness to outsource and to
invest in cheaper labour markets. A second response is to be respon-
sive to ‘weak signals’ from the business environment: to have a sensi-
tivity to any signs in order to pick up new trends quickly.

Organizations which normally would plan for 5 years or more, now
typically plan for 3 years. Although the more capital intensive organ-
izations may plan for longer periods, in most cases these are broad
statements of strategic intent, with detailed plans for 12 months and
increasingly generalized plans as each year goes out towards the fifth
year. For many situations, organizations find themselves ‘muddling
through’. HR planning can, in these circumstances, become an act of
faith, e.g. when sponsoring young managers on MBA programmes or
recruiting people into graduate training schemes.

Whatever the approach to strategic planning, what matters is that the
business strategists, involving the HR function, develop the list of key
options for the business, alongside the HR implications. From this stage,
specific strategies have to be selected. A number of techniques can be
applied to help determine which strategy is most suitable. All require
that the key criteria for success have been identified. Ranking the options,
whether or not they all have equal weight, allows the strategists to set
out a priority order for actions, possibly keeping as many options still
open for as long as possible. Decision trees rank options by eliminating
those that do not meet the criteria already predetermined. Scenario
planning helps managers to select options by matching them against
probable future scenarios. Scenario planning is especially useful for
uncertain environments.

Scenario building is not just based on a hunch, but tries to build
plausible views of different possible futures for the organisation based
on groupings of key environmental influences and drivers of change
which have been identified.The result is a limited number of logically
consistent, but different scenarios which can be considered alongside
each other (Johnson and Scholes, 1997, p. 103).
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5 The scope and details of the plan have to be determined. For
large organizations separate plans and forecasts may well be
needed for various subsidiary units and functions. In smaller
organizations one comprehensive plan will probably suffice
for all employees. Where particular skills or occupations may
pose future problems in recruitment or training, special pro-
visions will be required in the planning.

6 Human resource planning must be based on the most com-
prehensive and accurate information that is possible. Such
information is essential in any case for the effective manage-
ment of the organization. Details of format and contents will
naturally vary, but they will normally need to include details of
age, gender, sickness/absence records, qualifications, training
programmes attended, changes in jobs and reward data on
salaries, benefits, bonus and awards. Apart from the routine
collection of data for personnel records, special analyses may
sometimes be necessary to provide particular information, e.g.
on labour turnover and on skill gaps in the organization.

The assessment of future requirements 
(demand)

This task is concerned with estimating the quantity and quality of
human resources needed to meet the objectives of the organization.
Several methods of forecasting are in regular use, some of them simple
and non-technical, others sophisticated and involving specialist statis-
tical knowledge and skills. These include:

■ estimates based on managers’ experience, opinions and 
calculations

■ statistical methods
■ work-study methods
■ forecasts based on measures of productivity.

In practice, these methods are often used in combination, especially in
larger organizations. The essential features of each type are briefly
summarized below:

1 Estimates made by management: this is the simplest method of
assessment and is, therefore, the commonest method in use,
especially in small organizations. Assessments of this kind are
provided from two main sources: the estimates submitted by
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individual line managers and the estimates produced by 
senior management, advised by the HR department. Since these
forecasts rely entirely on personal judgements, they have an
obvious potential weakness of subjectivity. However, this can
be mitigated in the following ways: first, in submitting assess-
ments, managers should include explanations and reasons 
to support their claims; second, these assessments ‘from the 
bottom up’, should be compared with those prepared by senior
management, perhaps by an ad hoc staffing committee with
the purpose of discussing and reconciling discrepancies.

2 Statistical methods: a number of statistical techniques are now
used for forecasting, which vary in their degree of sophisti-
cation. Some of the techniques most often used are: simple
extrapolation, which attempts to predict growth or decline of
a variable or set of variables for a period of time; regression
analysis, based on assumptions about the stability of certain
relationships; and econometric models, in which past statistical
data are studied on the assumption that relationships between
a number of variables will continue in the future.

3 Work-study methods: work study is a systematic analysis of working
methods, covering the people, skills, materials and machines,
and in particular the work hours needed per output unit to
achieve maximum productivity. Work-study data may be used to
forecast productivity, for detailed production schedules for spe-
cific periods of time within the plan, and to estimate the total
numbers needed to achieve production targets within a specific
period. The production schedules may comprise the following
details: product quantities; production methods; machinery
needed and available; times for individual operations; and
quantity and quality of labour needed and available. Work-
study techniques are particularly appropriate for estimating
human resource requirements for work that is directed towards
end products.

4 Where the product mix and the forecast changes are too com-
plex to use this approach, a simple added value method can be
adopted (Example 6.1).
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Example 6.1
Using an added value approach where the added value (at constant prices) has to be
increased from £10 million per annum to £12 million per annum, what is the effect on
the demand for employees?

Clearly a number of assumptions are made, about existing working practices etc., but
we can build in changes to our calculation:

Year 2006
Added value for the year � £10 000 000
Average no. of employees � 400 people
No. of weeks worked per annum � 47 weeks
Average hours per week � 35 hours
Total hours, per worker per week

35 � 47 � 1645 work hours (6.1)

Total work hours per annum

400 � 1645 � 658 000 work hours (6.2)

Productivity

(6.3)

Year 2009
Planned added value � £12 000 000
Productivity increase 5% � £15.957 per work hour
Required work hours

(6.4)

No. of people required

(6.5)

However, if working hours are reduced further by one hour per week, and holidays
increased by one week per year the work hours change to the following amount, which
changes the forecast numbers as shown.

34 � 46 � 1564

(6.6)
752 021 05

1564
480

.
� people

752 021 05
1645

457
.

� people

12 000 000
15 957

752 021 05
.

.� works hours

£
£ .

10 000 000
658 000

15 197� per work hour

H6795-Ch06.qxd  4/4/06  8:33 AM  Page 116



Assessment of current resources and 
availability of resources in the future 
(supply)

Current resources

As a basis for estimating the future supply of people, a detailed and accur-
ate account of the current situation is needed. Each organization has to
decide for itself the quantity and quality of information it needs, but
some broad bases can be established for analysing existing resources,
namely, operational functions, occupations, status and skill levels, and
other specific categories (e.g. qualifications, trainees, age distribution).
Understanding the potential effects of retirements can be enhanced by
age profiles. However, age discrimination legislation reminds us that
decisions based purely on age are no longer legally acceptable.

Operational functions

An initial tally of all employees is made, based on divisions into func-
tional units (e.g. sales department, store’s branch, repair workshop,
etc.). Specific categories produced by subsequent analyses may be
related to these units, if desired.

Occupations

Employees are categorized according to occupational groups. These 
categories may usefully be related to strategically significant occupations
and anticipated recruitment problems. Although broad homogeneous
groupings will normally suffice, for certain key occupations detailed and
specific categorizations may well be needed. In order to facilitate and
standardize the task of occupational analysis and definition, the Office of
Population and Censuses publishes the Standard Occupation Classification
(SOC ). The broad groupings conventionally used for occupational
analysis are managers, supervisors, professional staff, technical staff, cler-
ical staff, manual and other staff (skilled, semi-skilled and unskilled).

Status and skill levels

To a certain extent, the categorization of employees by occupation 
also implies a categorization by status and level of skills. Nevertheless,
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it may also be necessary to make a further distinction between, for
example, top, middle and trainee managers, top and trainee clerical
staff, administrative and technical supervisors, etc. This kind of analy-
sis is especially relevant to the task of producing data for planning suc-
cession to senior levels.

Other specific categories

In addition to the basic kinds of analysis described above, it is normally
necessary to produce other types of information, especially for critical
groups and occupations, such as the qualifications of employees, and
records of employees under training.

Apart from the purposes of human resources planning, an organiza-
tion will need to have detailed records, usually computerized, of its
employees, showing their qualifications, experience, particular skills
and aptitudes, which are relevant to its functions and objectives. On this
basis the organization can assess the strengths and weaknesses in its gen-
eral pools of skills and experience and in particular areas, and will be in
a better position than it might otherwise have been to plan for recruit-
ment and selection, transfer or promotion, training, retirements, etc.

Training is systematically integrated with, and dependent upon, other
important areas such as job analysis, recruitment and selection and per-
formance appraisal. Training is potentially costly and time-consuming
and must be taken into account when the supply of staff is being
analysed. For the period to be covered by the plan, the analysis will
project the flow of numbers of employees passing through all forms of
training programmes, both internal and external.

Labour turnover

As human resource planning is an exercise in projecting likely future
situations based on past trends, it is important to obtain information
about those which indicate any significant changes. These data are
invaluable as a background against which the forecasts produced by
other methods already described may be finally assessed. The changes
that are likely to be significant and worth analysing are those that affect
shifts in the relative numbers of employees in the various categories
represented in the HR information system. A well-known problem in
organizations with high-cost operational goals is the tendency for
administrative and supporting staffs to grow disproportionately to the
relatively small number of operational staff.
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One of the commonest factors that complicates the task of human
resource planning is unforeseen wastage. Labour turnover is one flow
which management cannot always control or forecast. In making fore-
casts over a future period it is a fairly straightforward task to allow for
employees whose termination dates are known. However, there will
always be unplanned losses of employees for a variety of reasons. The
most significant source of loss is through voluntary wastage, i.e. when
employees leave of their own accord. In very large organizations it may
also be necessary to include transfers or promotion of staff across div-
isions, departments or branches in these calculations.

Labour turnover (wastage) has traditionally been calculated by the
following formula:

(6.7)

This index can be considerably distorted, however, by untypical features
in the organization’s employment pattern. For example, the significant
element of wastage may be limited to a specific category, which may give a
false impression of movement in an otherwise stable labour force. A com-
monly used guide to predict labour turnover in one part of the labour
force is the Labour Stability Index, which is deduced by the formula:

(6.8)

Even more sophisticated results can be obtained by the use of the 
actuarial/statistical techniques known as cohort and census analysis. 
In the same way that life expectancy for age groups can be actuarially
assessed, a so-called survival curve can be graphically plotted to enable
predictions to be made about the relationships between employees’
length of service or age and rates of wastage.

Labour turnover is service and age specific. Hence we would expect
a higher amount of wastage among new starters, than within a stable
work force.

Table 6.1 gives an example of a cohort analysis, drawn from the Civil
Service, using the ‘Markovian’ wastage rate, which is calculated as follows:

Number of employees exceeding one year's serrvice
Number of employees employed one year ago

x%� �100

Number leaving in a year
Average number of emmployees

x%� �100
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Number of leavers
during the year

Nu

⎡

⎣
⎢
⎢

⎤

⎦
⎥
⎥

mmber of staff present
at start of year

⎡

⎣
⎢
⎢

⎤⎤

⎦
⎥
⎥

� �100
probability that staff will not

bee present at year end
⎡

⎣
⎢
⎢

⎤

⎦
⎥
⎥

(6.9)
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Apart from wastage as a factor complicating human resource planning,
any internal variations in working conditions, such as a reduction or
increase in working hours or retirement age, will affect the situation.

Finally, there are external factors that also need to be taken into
account when the availability of human resources is being considered.
They may be categorized as macro- (national) or micro- (local) influ-
ences. At the macro level the commonly significant factors are:

1 The intervention by the State in the field of employment as a
user and protector of the labour force in the form of employ-
ment legislation, regional development schemes, and govern-
mental and related agencies.
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Length of Survivors Leavers Central Markovian Mean 
service at start of wastage wastage strength
(completed period (I) rate (M) rate (Q)
years)

0 1000 113 0.120 0.113 943

1 887 161 0.200 0.182 806

2 726 144 0.220 0.198 654

3 582 55 0.100 0.095 554

4 527 31 0.060 0.059 511

5 496 24 0.050 0.048 484

6 472 18 0.040 0.038 462

7 454 13 0.030 0.029 446

8 441 13 0.030 0.029 433

9 428 13 0.030 0.030 420

10 415 12 0.030 0.029 408

11 403 12 0.030 0.030 396

12 391 391 (2.00) 1.00 195

13 0 0 0 0 0

Total 1000 6712

Expectation of service � 6712 � 1000 � 6.7 years

Half life � 5 years (approx.)
Population surviving for 2 years: 73 per cent
Population surviving for 5 years: 50 per cent
Population surviving for 10 years: 42 per cent
Source: Smith et al. (1976, p. 58).

Table 6.1
An example of cohort analysis
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2 National trends affecting the working population such as, for
example:
(a) the higher percentage of older people
(b) the percentage of people pursuing courses of higher edu-

cation, and the types of degree or diploma courses
(c) the variety of contractual arrangements available (part

time, job sharing, etc.) is a reflection of the need for part
time and flexible working arrangements.

3 International recruitment possibilities (e.g. the recruitment
of nurses for hospitals in the UK from the Philippines and from
mainland European countries).

The important factors at micro level are:

1 The nature of the local population: numbers, growth or
decrease, reserves of skills, availability of part-time labour, etc.

2 The level of unemployment and its location.
3 The competition from other employers.
4 Costs of labour, local premiums, and the ease of travel to the

locations.
5 The degree of development of the area, accessibility and trans-

port facilities.
6 Plans of central and local government and other organiza-

tions that may significantly affect the area.
7 The reputation of the organization, and how this is sustained.

The possible influences of these factors can never be easily assessed.
Those responsible for planning should be aware of possible effects 
and should take them into account when making human resource
plans.

The planning stage

The last stage, in which the plan is produced, is based on the informa-
tion that the preceding stages have provided. This involves:

■ matching the forecasts for supply and demand
■ identifying key areas essential to the achievement of objectives
■ making plans to minimize the effects of possible shortages or

excesses of staffing
■ considering whether the best use is currently being made of

the organization’s human resources.
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As we described earlier, scenario planning is a technique that helps sen-
ior management to understand the various alternative scenarios by look-
ing at the consequences of following different policy options. There are
now a number of computer-based approaches, with software available, to
represent the options graphically, such as those developed by the Institute
for Employment Studies, which examine staffing systems – building in
the variables that influence the numbers employed in any given hierarchy
of positions and showing how variations, for example in labour turnover
or in recruitment rates, influence the numbers employed in the different
grades. The rates of change are sometimes called ‘flows’ and the numbers
employed in the grades or jobs ‘stocks’.

The simplified example of a bank’s system shown in Figure 6.2 illus-
trates this. (In practice, there may be many different levels, not just three,
and also cross-overs to other systems. The computer models can handle
much greater complexity than is shown here.)

The flows (or rates) can be varied to show the effect on stock sizes or
the stock sizes may be held constant to show the effect on the flows (rates)
over the planning period. By varying such factors as these, and by intro-
ducing proposed policy changes within the planning exercise, such as age
at retirement, the likely consequences in terms of the main policy options
can be discovered before the organization is committed to any change.
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Wastage (including retirements)

Wastage rates %

Wastage rates %

Promotion rates (%)

Promotion rates (%)

Recruitment rates (%)

No. managers

No. senior clerks

No. clerks

Figure 6.2
Manpower systems
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Until the preliminary analyses have been made and the final plans
formulated, no meaningful plans can subsequently be made for
recruitment and training of staff. Finally, it is worth emphasizing once
again that planning cannot guarantee any particular levels of success
in ensuring that the right number of employees of the necessary qual-
ity will be provided to meet an organization’s requirements. The most
important benefits from HR planning are that any staffing restrictions
on future operations can be avoided, and the strength of the organiza-
tion’s capabilities can be taken into account in the strategy (Figure
6.3). There should be a regular review at various periods throughout
the life span of the plan. This review could be incorporated into an
annual general review of corporate objectives, achievement, budget
planning, etc., in accordance with the system for a running, overlap-
ping plan, as already discussed.
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HR planning unit

Produces human resource plan
Basic requirements
• Definition of time span
• Scope of detail of plan
• Comprehensive and accurate information

Senior management

• Defines organizational objectives
• Approves plan
• Amends plan through feedback

HR plan

• Matching of demand and supply forecasts
• Identifying key areas
• Producing contingency plans
• Assessing current utilization of employees

Demand forecast

• Managers’ estimates
• Statistics
• Work study

Assessment of requirement to meet
objectives based on:

Supply forecast

Assessment of current resources
and probable losses, taking account
of influence of internal and external
factors

Figure 6.3
Summary of the

main elements of a
system of human

resource planning
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Questions
1 The wastage (turnover) rate for a group of your sales representatives is high (25 per

cent) while the stability index is low (5 per cent). What conclusions do you draw
about this group of sales representatives – do you have a major problem or not?

2 Name the methods of forecasting demand commonly used, and comment on the
advantages and disadvantages of each one described.

3 What are the main stages in producing the HR plan? Comment upon how these
plans are integrated with the overall business strategy.
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P A R T  T H R E E

Recruitment and
selection

If there is an originating, indispensable, primal action in HRM, it is in
the recruitment of an employee. As a result of this act, an individual or
corporation becomes an employer, and from this step all other require-
ments of employment flow. Organizations recruit their triumphs and
disasters, their creativity, sustainability, and growth.

All the subsequent HR policies, such as appraisal, development and
reward follow from recruitment. Given the significance of recruitment,
the importance of making successful appointments for the company’s
prospects cannot be overemphasized. Good recruitment is about mini-
mizing risk, and increasing the probability of success. High labour
turnover is costly, but so is the continued employment of mediocre or
hardly adequate performance.

Yet, making technically sound selection decisions is difficult to do:
this book argues for a systematic approach, based on job analysis, pro-
fessional sourcing and valid, reliable selection.
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C H A P T E R

Job analysis: defining
effective performance

7

Defining what employees need to do in order to perform their work
effectively, and hence to make a collective contribution to the achieve-
ment of organizational aims and objectives, is a foundation for the whole
system for managing human resources. We saw in the previous chapters
that HR strategy depends upon an understanding of what effective per-
formance is to meet objectives. The definition of the requirements for
effective performance of work provides the criteria or standards, that
are an essential basis for finding answers to the main questions for the
HR function, for example:

■ What are the competences needed now and in the future?
■ How should the requirements for effective performance be

expressed in job advertisements?
■ Which applicants appear to meet these requirements?
■ Which applicants, chosen for assessment in the selection pro-

cedures, indicate the potential to meet these requirements?
■ What help do newly appointed employees need in the induc-

tion stage to meet these requirements?
■ What does the evidence of performance appraisal indicate

about effectiveness or ineffectiveness of work performance?
■ If any help is indicated by performance appraisal (e.g. career

development, training), what form should it take to meet
identified needs?

■ How should jobs be evaluated for purposes of pay?
■ How do the requirements for the effective performance of work

affect the working environment and provisions for health and
safety?
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The competence approach

The term ‘competences’ has come to be used to describe the attributes
necessary for effective performance. Competences can be purely role
related, or be a mix of personal and job attributes. Competences can be
highly specific – as we suggest here for use in a person specification –
or they can be generic, i.e. general for certain types of work (e.g. man-
agerial work at different levels), for an organization. Many companies
use competences as the touchstone for the whole human resources sys-
tem so that recruitment, appraisal and training and development are
all based on a common standard of effective performance.

In a series of 51 HRM audits, Tyson and Doherty (1999) found 
that 95 per cent of organizations used competency systems for their
managerial staff, around 80 per cent for clerical level staff and 75 per
cent for manual staff. These schemes were in all cases used for devel-
opment and training, in around 88 per cent of cases for performance
appraisal, in 80 per cent of cases for recruitment and in 58 per cent of
cases for rewards.

Managerial competences usually consist of lists of competences (some-
times devised from research within the organization, sometimes from a
focus group or from the executive) with accompanying definitions. The
following list, drawn from a large retail bank, illustrates managerial
competences:

■ achievement motivation
■ complex thinking
■ customer-service orientation
■ developmental ability
■ delegation
■ technical expertise
■ flexibility
■ initiative
■ interpersonal sensitivity
■ organizational awareness
■ relationship-building
■ self-confidence
■ self-control
■ team leadership.

Competences can be defined at different levels. Taking the compe-
tency ‘delegation’ from the above list, there were four levels defined 
(1 low to 4 high), as in the following example.
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Competences can be used to produce different role profiles. For example,
a large pharmaceutical company produced a job profile and a spider-
gram (Figure 7.1) for sales management roles, showing where the indi-
vidual’s competences matched those required and where they were
deficient.

There are software systems that produce the competency clusters and
plot a spidergram for each individual, based on appraisal and other
data stored about each person’s competences.

If any job, no matter how simple or complex, is analysed, it will become
apparent that the requirements for effective performance can be
described in four interdependent, overlapping categories – knowledge,
skills, attitudes and personal attributes. While skill and knowledge are
necessary, they are not sufficient for success. High performance that is
sustainable requires appropriate attitudes, traits and motives. For exam-
ple, the effectively performing lawyer could be said to need knowledge
of the law and court procedures and customs, skills in relating to a var-
iety of people, particular skills in advocacy; together with attitudes and
personal attributes such as honesty, integrity, conscientiousness, care,
patience and calm temperament. Competence in performance some-
times tends to be considered mainly in terms of professional aspects, i.e.
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Example 7.1: Delegation
Definition: Allocates tasks to others, making full use of resources and skills available.
Knows to whom can delegate and how best to delegate, to ensure delivery to expectation.
Makes objectives and expectations clear to others.

Levels:

1 Delegates discrete tasks with clear rules on how they should be completed. Gives
clear instructions, telling the individual exactly what to do. Sets a specific deadline
and reviews process at regular intervals when the task has to be completed over time.

2 Delegates discrete tasks with some discretion over how they are completed. Sets
achievable short-term objectives for others, clarifying the standards required and
setting the time parameters for the work. Makes occasional checks on progress and
formally reviews at key milestones.

3 Delegates complex tasks that need further delegation. Defines the problem for others,
and explains the context and surrounding issues. Sets the priorities to attend and be
attended to and then leaves the individual to complete the task as appropriate.

4 Delegates complex and problematic issues to be resolved by others first having
agreed the issues to be tackled through discussion and consultancy. Delegates some
accountability, keeping an overview through management information.
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Job profile
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Spidergram match
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Figure 7.1
Job profile showing competences for a sales manager in pharmaceuticals
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Example 7.2: Team leadership
Definition: The desire and ability to take on responsibility and role of leader. Values team-
working as a means of achieving objectives; the ability to develop team effectiveness 
by encouraging team members’ participation, creating an environment of integrity and
professionalism; communicating and being supportive; setting an open climate and
engendering pride.

Average performer Star performer
Clearly communicates goals Identifies sources of conflict and facilitates resolution
Gives clear accountabilities  Sets an example by actions as well as words
and empowers the team
Invites all team members to Congratulates and publicly takes pride in 
contribute ideas team achievements
Gives specific feedback Creates open climate which encourages change
Gives praise to individuals and 
team as a whole

knowledge and skills. But the personal qualities that an employee brings
to a job may make all the difference between success and failure as we
discussed in regard to emotional intelligence. Of what use to an
employer, for example, is the employee who is professionally the most
proficient member of the work group, but at the same time has a disrup-
tive influence because of an uncooperative attitude and surly demeanour,
and is a constant source of friction with colleagues and clients? In
researching within the organization to establish the competences, and
the definition, the best practice is to examine low, average and high per-
formers’ behaviour, to show precisely what succeeds in the organizational
context. For example, team leadership could be taken from the bank’s
list above, as follows in Example 7.2.

The criteria for effective performance are established by the process
known as job analysis. Job analysis can be conducted for a variety of rea-
sons. First, it can be used to establish what is required for recruiting
purposes; secondly, as part of a development programme, to discover
competences and attributes of high performance; and thirdly, as part of
job evaluation, to determine rewards. Sometimes the same definition is
known by different names. Semantic distinctions are unimportant, how-
ever. For selection, two specifications are required: one to describe the
job, its component tasks and competences; the other to describe the
requirements for effective performance in the kind of personal terms
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mentioned above (this may well be a combination of competences/per-
sonal attributes). We shall call one the job description and the other the
person specification.

For managerial-level work, the role requirements are likely to be
mostly personal. For lower-level jobs the tasks are more likely to be sig-
nificant (as in the National Vocational Qualification approach), which
means a more person-centred approach for senior roles, and a more
task-centred one for others.

The lists below are intended to give a general guide to indicate the
kind of information that job analysis needs to provide as a basis for the
various functions of HR management.

Job description

1 Basic data Exact title and grade (if applicable). Numbers
engaged in the job. Location(s).

2 Purpose Objectives and relationship to the aim of the organi-
zation.

3 Tasks Main tasks and key areas. Occasional tasks. Secondary
duties. Hours of work.

4 Competences These combine standards for effective perform-
ance of tasks, the criteria indicating that tasks have been effect-
ively performed with levels of knowledge, skills to perform the
tasks.

5 Responsibilities Position of job in organization structure.
Managers/supervisors to whom job holder is accountable. Sub-
ordinate staff for whom job holder is responsible. Responsi-
bilities for:
(a) finance.
(b) materials, equipment, etc.
(c) information.

6 Physical and social environment Particular features of work envir-
onment (e.g. sedentary, static, indoor-outdoor, mobile, dirty,
hazardous). Contacts with others (e.g. small/large groups, iso-
lated, external contacts).

7 Training/education Training planned to bring new job holders
to required levels of performance (e.g. induction programme,
job rotation, visits, external courses). In-job training and edu-
cational courses normally associated with the job.

8 Advancement opportunities Opportunities open to job holders
for promotion and career development.
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9 Conditions of employment Salary and other emoluments and ben-
efits. Possible overtime requirements. Sickness and pension
schemes. Welfare, social and other facilities. Leave entitlement.
Special employment conditions applying to the job.

10 Trade union/associations Appropriate unions/staff associations.
11 Job circumstances Aspects of the job commonly accepted as

pleasant or unpleasant, easy/demanding.

Person specification

1 Competences required, including knowledge, skills, attitudes
and personal attributes.

2 Specific qualifications (if any are needed).
3 Previous experience (if any is needed).
4 Note, the age should only be specified if this is a genuine

occupational requirement as defined under the 2006 Act on
Age Discrimination (see Chapter 22).

5 Health (general and specific requirements).
6 Special conditions (e.g. travel, unsocial hours).

The person specification may sometimes include ‘appearance’, although
we must be cautious about the discriminatory overtones from such a
subjective heading (see Chapter 22). Any requirements included under
the heading ‘health’ may vary considerably from one organization to
another. In some occupations, such as the armed forces and the police,
the standards of health required are necessarily stringent and high.
Health is also an issue in occupations such as drivers of passenger and
heavy goods trains and vehicles, airline pilots, sports teachers and many
others. If we include ‘stress resistance’ a massive range of occupations
could also be included (see Chapter 15).

The job description and the person specification are both necessary
and complementary definitions. Of the two, however, the person specifi-
cation is especially important, since it provides the criteria for assessing
effective performance affecting, as we have already seen, the main func-
tions involved in the management of people at work and, in particular, is
the basis for job advertisements and candidate details. The job descrip-
tion has a wider applicability and can be used, in various formats, for
appraisal and objective-setting, development reviews, etc.

Because all jobs in various ways require knowledge, skills, appropri-
ate attitudes and personal attributes, it is sound practice to use these
headings as the initial basis for analysing the job in terms of the person
specification. The information that this analysis reveals can then be
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adapted to suit preferred formats. Starting the analysis on this basis is
systematic and logical and has the following advantages:

1 Attention is focused immediately on the essential require-
ments for effective performance.

2 This approach provides the criteria for defining and assessing
standards of potential and actual performance. For example, a
candidate for employment may reveal during the selection pro-
cedures an insufficient level of knowledge defined as necessary
for effective performance, but may be accepted nevertheless,
because the deficiency could be remedied by training. An
employee whose performance is being appraised may reveal
attitudes that hinder effective performance and require coun-
selling as a possible remedy.

3 It helps to review whether the formal qualifications and
experience often associated with a particular role are, in fact,
required. In some jobs, specific qualifications are obviously
essential, e.g. medicine, law, accountancy. In others they may
not be essential.

4 Now that managers are asked to guard increasingly against
unfair and discriminatory practice, it is especially important
to produce person specifications that truly and fairly state what
the job requires, and to be cautious about the use of personal
characteristics that may be associated with high performance,
unless there is unequivocal proof of the association.

An illustration of how job analysis based on these lines has been applied
to an actual job is provided in Figure 7.2. The job description and per-
son specification refer to a training administrator employed at a train-
ing centre, which provides courses and consultancy work, in the UK and
overseas, in management and related subjects. This job is demanding
not only on account of the responsibilities implied in the job descrip-
tion, but especially because of the crucial importance of human rela-
tionships. Effective performance of the job depends greatly on the job
holder’s ability to communicate successfully with a very diverse range of
people – the various levels of staff at the centre, external sponsors and
agencies, external tutors, speakers and consultants, course members
from the UK, Europe and other countries, covering a very wide variety
of cultures and customs.

Before we leave the subject of the contents of the job description
and person specification, it is worth mentioning two particular frame-
works that have been influential for many years in shaping the formats
of job descriptions and person specifications. They are the seven-point
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JOB DESCRIPTION

Training Administrator

Training International

Location: 9–10 Sheffield St, London WC2A 2E2
Purpose of job: To provide all supporting services necessary for effectively organized courses
Responsible to: Course Director
Responsible for: Clerical staff allocated to courses

Tasks

Before courses

● Corresponding (letter, telephone, e-mail, fax, etc.) with:
1 Sponsoring agencies, overseas nominating authorities, course applicants
2 External course tutors
3 Centres to be visited

● Preparing nominal rolls
● Arranging for any visits during courses (travel, accommodation, special diets, etc.)
● Arranging for training accommodation (class and syndicate rooms), training aids and materials (e.g. books, 

hand-out articles)
● Preparing course statement of accounts (income and expenditure)

During courses

● Working in close collaboration with Programme Consultant and Course Director to meet their requirements
● Confirming and checking arrangements made above
● Meeting, liaising and collaborating with external contributors
● Attending to various needs and welfare of course members (liaising with British Council, sponsors, embassies, etc.)
● Maintaining course statement of accounts and keeping Programme Consultant informed

After courses

● Collating final report on course provided by Course Director and course members’ individual assessment reports
● Finalizing statement of course accounts for Programme Consultant
● Ensuring that accounts of expenditure on the programme, and income are recorded, invoices are authorized

Standards

See person specification and schedule for performance appraisal

Working environment

The training centre is located in a completely modernized 18th-century listed building characteristic of the area.
Offices and classrooms are very large, well lit and equipped with modern equipment

Training and development

Induction training; on-job training as required; external training as appropriate; development by job rotation

Advancement opportunities

Opportunities may occur for suitably qualified and experienced staff to be promoted to senior administrative posts or,
occasionally, to be appointed as Programme Consultant or Course Director

Conditions of employment

● Salary £30 000–£35 000, subject to annual review
● Contributory pension scheme available
● Interest-free travel loan available
● Luncheon vouchers provided
● Leave: 25 days per annum plus public holidays
● Working days: Monday to Friday, normally 09:00–17:00. Unsocial hours occasionally required

Figure 7.2
Job description and person specification
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Person specification

General requirements

Knowledge

● Work and organization of the training centre and associated agencies
● Contacts in regular collaboration with external tutors, centre, etc.
● Purpose and contents of courses and consultancy projects
● Office procedures and equipment
● Training methods, resources and materials

Skills

● Office administration, organization and procedures
● Use of office equipment (computers, copiers, etc.)
● Interpersonal-communicational

Attitudes and attributes

● Sympathetic to nature of the work of the organization
● Conscientious
● Able to stand pressure
● Equable and calm in temperament
● Patient and tolerant
● Cheerful, cooperative, willing
● Able to relate effectively with very wide variety of people
● Able to use initiative

Specific requirements

Appearance Smart and tidy
Health No history of recurring illness likely to affect performance
Qualifications (1) Education to GCE A level or equivalent

(2) Recognized certificate/diploma in Business Studies, Office Administration, etc. (not
essential but desirable)

Experience Previous employment relevant to this job, e.g. office administration, training support (flexible)
Special conditions Occasionally required to work away from home (e.g. during residential courses away from the

training centre or for overseas projects)
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Figure 7.2 (Continued)

plan (Rodger, 1973) and the fivefold grading system (Munro Fraser,
1966), as described below.

The seven-point plan

1 Physical health: physique, appearance, bearing, speech.
2 Attainments: academic attainments, training received, experi-

ence and skills and knowledge already acquired.
3 Intelligence : general intelligence, specific abilities and means

for assessing these.
4 Special aptitudes: special aptitudes (e.g. manual, mechanical,

verbal, numerical, artistic, aptitudes).
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5 Interests: personal interests as possible indicators of aptitudes,
abilities or personal traits (e.g. intellectual, practical/con-
structional, physically active, social, artistic).

6 Disposition: personality characteristics needed (e.g. equability,
dependability, self-reliance, assertiveness, drive, energy, perse-
verance, initiative, motivation).

7 Circumstances: personal circumstances (e.g. mobility, commit-
ments, interest in product or service for which the appoint-
ment is to be made).

As we discussed in Part One of this book, there is an increased aware-
ness of emotional intelligence as a quality which is as important as IQ
or general intelligence mentioned in these early person specification
frameworks. The significance of internal as well as external customer
relationships in all jobs has put a premium on the ability needed to sus-
tain such relationships.

The fivefold grading system

1 Impact on others: general demeanour, appearance, speech.
2 Qualifications: education, training, work experience.
3 Innate abilities: mental alertness, aptitude for learning.
4 Motivation: consistency, persistency, success in achieving goals.
5 Adjustment: stability, reaction to stress, relationships with others.

Job analysis in practice

Job analysis may be carried out in two ways. It may be effected by managers
and job holders discussing and agreeing among themselves, or it may be
carried out by HR staff of the employing organization or by external con-
sultants or some mixture of these. Whether it is carried out by managers
and job holders or others will depend on the nature of the organization,
the jobs in question and the preferences of individual organizations.

Cost-effectiveness is a major consideration. For a large organization, in
which there are groups of identical jobs, it may be worthwhile to employ
the HR staff or external consultants to carry out a comprehensive analy-
sis. For other organizations, which are small or where a number of jobs
are unique, it would probably be impracticable to incur the time and
expense of a comprehensive, in-depth analysis. There is another import-
ant consideration: jobs are changing all the time, affected by techno-
logical and by economic and social factors. Therefore, job descriptions
need constant revision and amendment.

H6795-Ch07.qxd  4/4/06  8:41 AM  Page 137



Job analysis carried out through discussions between managers and
job holders can be an important part of the appraisal review. Before
considering the performance of the person and what future action may
be needed, it is obviously necessary to enquire whether the tasks in the
job and criteria for effective performance are the same before drawing
any conclusions about performance. When job analysis is carried out by
HR staff or outside consultants, the following methods are often used:

1 Direct observation: here the analyst observes actual work in
progress and makes notes as necessary under the various
headings of the job description. These notes can be used as a
basis for subsequent questions that the analyst may wish to
ask. The advantages of seeing a job performed for oneself are
obvious, but the method has the following limitations:
(a) It is very time-consuming. A great deal of time would be

needed adequately to observe a number of jobs. All jobs
need to be observed with very close concentration over a
period of time in order to appreciate the fluctuations
between, for example, the quieter and busier periods. A
brief observation can very easily produce a distorted view.

(b) There is no substitute for personal experience of the job
and the evidence of observations can be very misleading.
Special skills expertly applied may make jobs seem easier.
Skilled workers could make jobs seem more difficult if
they chose to do so.

(c) Behaviour that is formally observed is inevitably influ-
enced by the act of observation, unless this is done with-
out the knowledge of those being observed (which would
raise ethical questions). All the research data confirm this
phenomenon (often described as the ‘Hawthorne effect’
from the studies carried out at the Hawthorne plant
described earlier).

(d) There is a great difference between observation of manual
and managerial jobs. It is unlikely that an observer can
obtain any kind of accurate picture or evaluation of the
mental energy expended, personal pressures, contempla-
tive and planning activities or the subtleties of interpersonal
relationships, which form a large part of the managers’ and
supervisors’ work.

2 Interviews: these should be carried out with the job holders
themselves, their immediate managers and any others who
can give useful information. The interview is a necessary and
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potentially useful method in job analysis, enabling the job
analyst to raise questions to elucidate the evidence of obser-
vation and to compare the perception of one job holder with
others. The caveats that need to be made about the use of the
interview in job analysis are these:
(a) As in all other interview situations considerable skill is

needed. The interview has to be systematic and purposeful,
and conducted with particular sympathy, tact and sensitivity.

(b) For reasons already explained, however cooperative the
job holders may be, the job analyst has always to deal with
personal biases and perceptions of jobs.

(c) The interviewer needs to be careful to distinguish fact
from opinion.

3 Diaries: using this method, the job analyst provides job holders
with the areas of the job description about which information
is required. Job holders then analyse their own work over a
period of time, recording information systematically in diary
form under the required headings and the time spent on each
item. The advantages and disadvantages of the diary method
are these:
(a) Self-recorded data of this kind can be made over a longer

period and thus provide a more reliable picture of the
nature of the job.

(b) The data can be used as valuable bases on which to con-
duct interviews.

(c) The data are an obvious means of saving some of the time
that prolonged direct observation of jobs requires.

(d) Like the other methods, diaries are inevitably affected by
factors of subjectivity. Moreover, because the information
is self-recorded there is no means of verifying accuracy.

(e) To be of real value the diary has to be kept accurately, con-
scientiously and regularly. This approach can soon
become a chore, especially if job holders are not in sympa-
thy with the job, in which case it might be perfunctorily ful-
filled or neglected.

4 Questionnaires: here the job analyst compiles a series of ques-
tions designed to elicit the maximum possible useful informa-
tion about the jobs under analysis, and distributes these with
careful instructions about the completion of the form. The
advantages and disadvantages of questionnaires are:
(a) They enable the job analyst to put standard questions to

all the job holders taking part in the survey.
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(b) Specialized skill is needed in devising the questionnaire
and framing the questions. For example, attractive as the
prospect of open questions may seem to be, it is probably
better to require the respondent to choose from a range
of answers that best fit particular situations. Skill is also
required in the analysis of responses.

5 Critical incident review: as the term implies, this method uses
examples of real events at work as a means of eliciting what
the criteria for effective performance should be. The compon-
ent tasks of a job are systematically analysed with job holders,
who are asked to cite actual examples of incidents from their
experience of the job and how they dealt with them.

It is unlikely that any one of these methods will be adequate by itself. In
practice, therefore, a combination of techniques is usually employed
and adapted to meet the needs of particular situations.

Job analysis

There are many examples and proprietary systems of job analysis docu-
mentation. These can be called position analysis questionnaire, or
schedule. The questions normally found in these types of documents
can be used as a basis for interview. Examples are given below:

Job Title
Purpose of job?
For what specifically is the job holder personally accountable?
How does this job relate to the unit (Department/office etc. objectives)?
Provide a brief organization chart, locating the job in relation to those roles

with which it interacts.
Summarize the main activities of the job and the performance standards

used.
What are the duties/functions of the job? (noting frequency, cycles of

work, significance or weighting attached to each activity).
What is the responsibility for materials? (equipment, materials).
What is the responsibility for money? (amounts).
What is the responsibility for people? (managerial/supervisory duties,

activities related to training, day-to-day tasks, supervision, coach-
ing, career and professional development).

Specify any additional duties performed in the job (e.g. key account
management, project group membership).

What experience is required to perform the job? (include time, months,
years, etc.).
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What knowledge, skills, abilities are necessary?
Are there any special licences, qualification requirements?
What educational, professional qualifications are essential?
Are there any particular hazards, environmental conditions associated

with the job?

The output from this process will be a detailed job description. Such a
description may be for training, recruitment or reward purposes. Clearly,
the above schedule could be modified according to the job in question.
There are also sample job descriptions for a variety of roles available on
the Internet.

A summary of the main elements of job analysis is shown in Figure 7.3.
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Job description

• Title
• Objectives 
• Tasks
• Competences
• Responsibilities
• Environment
• Training
• Prospects
• Employment conditions
• Unions/associations
• Circumstances

1 Knowledge skills,
 attributes and personal
 attributes
2 Age, appearance, health,
 qualifications, experience,
 special conditions

Person specification

• Direct observation
• Interviews
• Diaries
• Questionnaires

Methods

Figure 7.3
Summary of the

main elements of
job analysis

Questions
1 Why is the definition of effective performance fundamentally important to the

whole system of HR management?
2 How would you define competences? Are there fundamental attributes that are

important for high performance?
3 What are the seven-point plan and fivefold grading system? What headings do they

include?
4 Name and describe the methods commonly used in job analysis.
5 After reading Chapter 22 list the possible issues relating to discrimination which

might arise in a job analysis exercise and how to avoid these.
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C H A P T E R

Recruitment
8

Recruitment is arguably the most important of Human Resource func-
tions. For economic activity to take place, the sourcing of people to
provide energy, creativity and international activity is essential. All our
successes and all our failures in HRM stem from the quality of the 
people in the organization. Recruitment is the activity which produces
candidates, which helps to establish the employer brand, and through
recruitment policies has a major impact on the organizational culture.

The object of recruitment is to find suitable candidates to meet organ-
izational needs, in as cost effective a way as possible. We are therefore
distinguishing between recruitment and selection.

In practice, then, the objective of a recruitment procedure is to
attract genuinely suitable candidates and carefully examine their cre-
dentials in order to produce a short list for further investigation in the
selection procedures. Apart from the methods used and the general
administration of the task, the achievement of the objective will depend
very much on how efficiently human resource planning and job analysis
have been carried out and applied.

In short, efficient recruitment of staff may be described as knowing what
resources you want, what resources are available, and where and how they
may be found cost effectively. For purposes of studying the main details
and requirements of an efficient and systematic recruitment process, the
task may conveniently be examined under the following headings:

1 Determining the vacancies
2 Sourcing strategy
3 Recruitment policy
4 Preparing and publishing information
5 Processing and assessing applications
6 Notifying applicants.

A flow chart showing the sequence of the recruitment process is shown
in Figure 8.1.
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Determining the vacancies

The first stage in the procedure is concerned with the question of what
resources are needed, i.e. the demand. Details of requirements will
emerge from the compilation and regular revision of the human resource
plan. In practice, job vacancies may occur when an organization or work
unit is set up ab initio, when there is expansion, when any reorganization
takes place through changes of policy, technology, location, mergers,
acquisitions, demergers or, most commonly, when employees leave the
organization and need to be replaced. Because of the subtle changes
that are continuously taking place in work organizations, the existence
and nature of job vacancies should not be accepted without question.
Sound human resource planning and job analysis, regularly and system-
atically reviewed, should ensure that this does not happen.

Job description

Person specification Sourcing strategy
Internal/external advertisement

agency/consultant/search

Send application form
Request CV

Pre-selection

Short list

Tests

Interview/group selections

References/medical

Appointment

Induction programme

Follow-upFigure 8.1
Flow chart of

recruitment process
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One of the most important roles the HR function can perform is to
ensure there is a review of the need for skills and to discuss with line
managers how work is being organized efficiently. Labour turnover
offers the chance of changing structure, analysing work processes, per-
haps to decide that there is no vacancy, or that the competences required
are different from those of the previous employee. It is helpful to think
in terms of capability and the competences necessary for successful
performance, rather than the ‘job’ as having an existence.

Increasingly, organizations consider employing people with con-
tracts that depart from full-time, normal working hours. This allows
the organization to access new labour markets. These include short
term, part time, job-sharing, working from home, term-time working,
annualized hours, compressed work hours, twilight shifts and call-
out contracts among a variety of working time available. At the same
time franchise operations and subcontracting arrangements provide
opportunities for work to be carried out without the employer bear-
ing the costs and risks of traditional recruitment and employment
methods.

Sourcing strategy

This stage is concerned with general questions about the supply and avail-
ability of resources and the particular avenues through which these are
likely to be obtained. The human resource plan is designed to provide
general information about the factors that influence the supply of labour
at macro and micro levels. Here the situation is similar to that which the
manufacturer has to face in ascertaining in advance what the limits of the
available market are, what competition and other constraints obtain and
what, therefore, the share of the market is likely to be. In considering pos-
sible sources of recruiting employees, it is easy to assume that these are
inevitably external. Even when it is possible and feasible to fill job vacan-
cies from within the organization, the transfers and promotions that this
usually involves will more often than not produce a vacancy at the end of
a chain reaction, necessitating external recruitment. Nevertheless, the
possibility of filling vacancies internally should always be given very care-
ful consideration for the following reasons:

1 Existing employees are known to the organization and are
generally familiar with its customs and practices.

2 The costs and the time that external recruitment, selection and
induction procedures consume can be significantly reduced.
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3 Internal recruitment to fill vacancies may be used as a means
of career development, widening opportunities and stimulat-
ing motivation among existing employees.

Recruitment policy

Recruitment policy is largely a matter of making choices, within a frame-
work of legal rules and requirements. The laws relating to discrimination
in employment, which we describe more fully in Chapters 21 and 22, 
are now comprehensive. The legal framework covers racial, gender, 
religious, age and disability discrimination, as well as rules regarding 
ex-offenders, and references among other areas. This affects choices of
recruitment methods, advertisements and the processes used.

Two tier entry points

Graduate, management trainees

Worker entry

Multiple tier entry

Recruit for jobs not careers

Single tier entry

Recruit at lowest level
and then promote

No expectation of promotion
Figure 8.2

Three archetypical
recruitment policies
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Recruitment policy choices are decisions about sourcing. The first
issue is the central question discussed above, of whether or not the
organization recruits internally or externally. There are three arche-
typical recruitment policies (Figure 8.2; Tyson and Fell, 1986).

Although these are ‘ideal types’, in reality there may be a mixture of
these, e.g. with fast track graduate entry careers, and with specialists
entering at higher levels even in a single tier entry. Decisions on recruit-
ment policy have a big impact on career management, and organiza-
tion culture. Two tier structures encourage a ‘them’ and ‘us’ approach,
and produce two value sets, while this does encourage rapid development
for management. Single tier recruitment (e.g. typically in the police,
fire service, school teachers), produces a strong culture. Here HR
manages a sophisticated internal labour market, with a need for exten-
sive policies covering recruitment, appraisal, development and reward.
Multiple tier policies encourage new blood to enter the organization,
but there are no promises of promotion, and jobs are all advertised
externally, putting the spotlight on reward policies.

The second main policy issue concerns the degree of flexibility there
will be in responding to recruitment demands. There are broader pol-
icy issues raised by part-time employment, job sharing, term-time work-
ing and so on. Apparently creative solutions to recruitment difficulties,
which involve the organization in new employment contracts, suggest-
ing, for example, flexibility of contract, or flexibility of time or of task,
commit the organization to costs and precedents which continue for
years to come. We discuss flexible working in Chapter 15.

Thirdly, there are numerous linkages between recruitment and other
policies, so consistency is essential, e.g. with reward policy where there
may be a stipulation that recruitment will be at the upper quartile in pay.

A formal recruitment policy facilitates understanding in large or
widely dispersed organizations. Given the importance of line managers
in recruitment, a common policy encourages a wider understanding of
both the anti-discrimination policies and the significance of recruit-
ment for the organization’s culture.

When the organization has to use external sources, there are two main
means of conducting the search for employees:

1 Through employment consultancies and agencies. These
include specialist agencies and ‘head-hunters’ as well as gov-
ernmental and institutional, and private commercial agencies
of varying kinds.

2 By contacting the public directly through advertisements in
newspapers, journals, posters, on radio, on television and on
the Internet, and the organization’s own website.
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A combination of these media will typically be used. The main avenues
available are described and evaluated below.

Institutional agencies

Several different kinds of agencies are included under this heading. The
features they have in common are that they are all agencies set up by par-
ticular organizations to help their own members or ex-members find
employment and that they are generally non-profit-making. The agencies
of this kind that employers are likely to need and use most regularly are:

1 Career services of academic institutions: universities and similar
institutions maintain a full-time careers advisory service. They
serve as an employment agency for graduating or recently
graduated students and are centres of information for gradu-
ates about employment opportunities.

2 Employment services of professional institutions and trade unions: a
number of professional institutions, such as those representing
accountants, engineers, linguists, etc. and a number of trade
unions, have an employment advisory service whereby a regis-
ter is kept of members seeking employment and information
is collected from employers seeking staff.

3 Resettlement services of the armed forces: all three services have full-
time officer and non-commissioned officer staffs with a spe-
cialized knowledge of employment opportunities liaising with
government agencies, professional institutions, trade unions
or directly with organizations.

4 Job centres and careers advice provided by the State : the latter service,
for young people aged under 18 and especially for school leavers,
provides a regular liaison between employers and schools. For
example, ‘Jobcentre Plus’ in the UK supports employers through
work trials (new employees can continue on benefits for 15
days), provides disability advisers, and New Deal subsidies.

Private employment agencies

These agencies have the largest share of the market and are now quite
well known to most people from personal experience of local offices
and advertisements in the press. Agencies usually offer opportunities
for temporary staff, as well as offer services in permanent recruitment.
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Local employment agencies deal mainly with clerical, secretarial, junior
administrative, sales staff, etc. There are also agencies which concen-
trate on recruitment and, sometimes, the initial stages of selection of
middle and senior managers or of professional and specialist staff in
fields such as medicine, law, accountancy, engineering. Private agencies
provide at times a very valuable service, especially in recruiting staff in
situations where there is a shortage of the particular types of employees
required. However, since they exist to make a profit, employers have to
pay for any employees they may recruit in this way.

There are also pros and cons that have to be carefully weighed, espe-
cially when these agencies are used to assist in the selection of man-
agerial or professional staff. The advantages are the specialist knowledge
that an agency can acquire of the employment conditions and require-
ments in particular fields, objectivity of view, and skill in conducting
the selection procedure. The main possible disadvantage in using exter-
nal assistance for recruitment and selection purposes is the agent’s lack
of first-hand experience of the cultural and environmental aspects of the
organization’s work and life.

There has been a growth of so-called head-hunters or recruitment
consultants. As the term suggests, these are private firms and agencies of
recruitment consultants who earn fees by meeting the needs of organ-
izations for specialist and senior managerial staff. At a senior level, these
fees can be a multiple of the annual salary of the post. Much of their
work is carried on by means of an informal network of contacts, whereby
they keep records of career profiles of people likely to be in constant
demand, and use contacts extensively and obtain information about the
needs of employers for appointments to be filled. Head-hunters are
especially useful for senior appointments. They work in a confidential
way bringing both sides together, so that either party can withdraw with-
out ‘loss of face’ and to ensure there is a ‘cultural fit’.

Advertisements in the press or other media

This is the most common method by which employers carry out their
search for suitable staff. According to the Advertising Association, over-
all UK recruitment advertising spend for 2004 was £1.1 billion. Monster
Worldwide have calculated annual recruitment advertising expend-
iture in newspapers and magazines is approximately $4 billion in the
USA. Apart from the use of the national and local press and, to a 
limited extent, television and radio, professional and trade journals are
an important source of recruitment by this means. When specialist staff
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are needed this is a very convenient and appropriate method for attract-
ing the attention of those most likely to be suitable. The same basic
information about the job has to be produced for publication, whether
the organization uses an agency or places its own advertisements. Most
large organizations will use an advertising or recruitment agency to
provide data on the suitability of particular media, and to advise on the
design and cost effectiveness of advertisements. There are often rea-
sons why a company may not wish to advertise under its own name (e.g.
to maintain confidentiality from competitors), which results in the
recruitment agency advertising under its name.

The Internet

There has been a growth in the use of the Internet to attract applicants.
Surveys by the Institute of Personnel and Development (IPD) showed 14
per cent of organizations used the Internet in 1997, 19 per cent in 1998
and 32 per cent in 1999. Benefits from this method are the speed by
which applicants can obtain information about the organization, and
application documents may be downloaded from the Internet. Responses
by e-mail to the organization can, of course, be made whatever the adver-
tising method. While the Internet was initially suitable for professional
and technical vacancies, its use is now widespread.

The Recruitment Confidence Index (RCI) quarterly research by
Cranfield University and The Daily Telegraph showed usage of commercial
websites across all sectors remained at around 20 per cent of organiza-
tions in 2004. This is in contrast to organizations’ websites, which have
proved popular, being used by around 40 per cent of organizations.
These two types of websites are frequently used in conjunction with other
methods; in particular own websites are used in conjunction with news-
papers which drive applications towards the organizations’ own websites.

Usage of commercial websites is reported to be successful by about
half of organizations who use them, whereas around 65 per cent of
organizations report that using their own website proved successful in
recruitment.

The predicted dominance by commercial websites over other methods
has not yet appeared. This may be due to a number of reasons. They do
not easily attract the passive job seeker, and while on-line methods are
apparently cheaper than most other methods, they do produce large
numbers of unsuitable applicants. This is costly therefore in time taken
to process applicants. There may still be applicants who are uncom-
fortable with making applications on-line, perhaps not trusting the
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technology. However, 44 per cent of organizations expected to increase
spending on commercial recruitment websites during the six months
from September 2005. In the USA, where commercial websites are well
established, on-line recruitment is at around $1 billion p.a. according
to Monster Worldwide. Niche websites (e.g. for City of London staff, or
for IT staff) will always be popular. For other industries, the big break-
through for commercial websites may come when companies move to
more automated systems for processing, this being the case now for many
mass recruitment campaigns in the public sector.

There are many other methods of finding candidates: the RCI shows
15 per cent of organizations use speculative applications, and 25 per
cent use ‘word of mouth’. This latter method is given a high success rate
(70 per cent of organizations). The task of recruitment is likely to bene-
fit greatly from regular personal contacts with recruitment agencies and
sections of the population in which employees are most likely to be
found. There are a number of ways in which contacts may be developed,
for example, by:

■ regular meetings between the recruitment representatives of
the work organization and the employment agencies

■ regular visits by representatives of the employment agencies
or potential applicants to the work organization to acquire
first-hand knowledge about the nature of jobs, facilities and
working environment (e.g. ‘realistic job previews’)

■ conventions or open days designed to bring employers, agen-
cies and potential employees together to explain, discuss and
ascertain employment opportunities

■ the creation of an ‘Alumni’ association to keep in touch with
ex-employees, who may wish at some stage to return.

Open days for employers at schools and universities are especially useful
for people entering full-time employment for the first time. There is a
growing awareness by employers of the value of the employer ‘brand’.
Employers are engaged in marketing themselves to future recruits as
much as to future customers with the objective of becoming an employer
of choice. Brand image and brand values – the organization’s values –
are important, and there is a benefit to ensuring consistency between
product and organizational brand values: if the employees believe in the
brand values, the customers may be convinced also.

The globalization of business has encouraged worldwide providers.
For example, ‘head-hunters’, such as Kornferry and Heidrick and
Struggles, can deal with vacancies from around the world, and adver-
tising agencies are also able to mount substantial campaigns globally.
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Mergers and acquisitions among consultancies and agencies have
taken place so that they can position themselves to exploit opportun-
ities now offered in recruitment communications. There is also some
vertical integration between different offerings, covering, for example,
interim management, executive sourcing, HR consulting, coaching
and development, enabling the consultancy to cover all aspects from
succession planning to recruitment or the restructuring of top teams.
Even some newspapers are repositioning themselves to cover print, 
on-line applications and e-business recruitment solutions.

The vision is one of super suppliers emerging over the next decade or
so.These will offer employers a wide range of options rather than
concentrating on a specific approach such as on-line, off-line or
technology-based solutions (People Management Guide to Recruitment
Marketing, June, 2005, p. 29).

Preparing and publishing information

This aspect of the recruitment process requires very special attention
and skill. Its objective is to publish information that fulfils the following
conditions:

1 It is succinct and yet gives a comprehensive and accurate
description of the job and its requirements.

2 It is likely to attract the attention of the maximum number of
potentially suitable candidates (i.e. is published through the
right media).

3 It gives a favourable image of the organization in terms of effi-
ciency and its attitudes towards people – including the values
of the organization, its products or services.

4 It does not contravene employment laws concerning gender,
race, age, religion and disability discrimination (see Chapter 22).

The preparation and publication of this information is based on two
simple questions that any applicant would normally ask:

1 What are the details of the job in terms of competences, 
skills, duties, opportunities, rewards, conditions and special
circumstances?

2 How should applications be presented?

The preparation of the information needed to answer the first ques-
tion is based on the data produced by the job analysis, in particular the
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person specification. There is not much point in waxing eloquently, as
some job advertisements do, about the personal qualities needed. This is
best left to the assessment of the personnel selectors. To ask job applicants
whether they possess intelligence, drive and initiative, in other words to
make an assessment of themselves, is a futile exercise. On the other
hand, it could well be relevant to mention any special features, such as
aptitudes that are important to the job, e.g. ‘ability to read music at
sight is desirable’, or ‘extensive travel throughout the UK and some
evening or weekend work is an essential part of the job’.

Figure 8.3 is an advertisement for the job of training administrator
based on the job description and person specification for this post
described in Chapter 7.
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Training International

Training Administrator

Training International is a training and consultancy organization providing courses and
consultancy services mainly for public sector employees from overseas, and especially
developing countries.

The training centre is located in central London.

The particular requirements for this post are:

● good education – at least to A level standard or equivalent
● skills in office administration and organization, and computer literacy with one of the

commonly used packages, e.g. latest version of Word
● ability to relate and communicate effectively in written and spoken language with a wide

range of people from the UK and overseas
● a pleasant personality and equable temperament
● sympathetic attitude towards the aims and work of the organization.

The following qualifications are not essential but could be an advantage:

● previous employment in training or educational work.

The rewards and conditions of service of the post are:

● Starting salary – £30 000 p.a.
● Holiday – 25 days per annum plus public holidays
● Interest-free travel loan
● Subsidized restaurant facilities
● Optional contributory pension scheme/membership

For further details and application form, please apply to

Human Resources Department (Ref. 1A)
Training International
9–10 Sheffield St
London WC2A 2E2
(Tel: 0171 242 3007)

Closing date for applications:
Figure 8.3

Specimen
advertisement
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The part of the advertisement advising applicants on the presentation
of their applications varies in practice. Sometimes a personal letter cover-
ing the applicant’s curriculum vitae (CV) is the only form of application
required. More frequently, the employer provides an application form
together with information on requirements for testimonials and referees’
reports. Many employers will require the application to be made on-line.

A letter of application or a CV is sometimes used as a kind of selec-
tion device. There is certainly something to be said for giving appli-
cants a free hand to state their own cases without inhibition, especially
for more senior roles, but there are some important caveats that have
to be made about this method:

1 There is a great deal of evidence from those who work profes-
sionally in the field of careers advice and employment consult-
ancy that many people are unable systematically and concisely
to prepare a relevant account of their general and employment
records. Employers using this method must be prepared, there-
fore, to receive a number of lengthy, irrelevant and perhaps
boring self-reports which protracts the recruitment process.

2 A strong case can be made against the use of personally planned
applications as a form of suitability test. The assessment of suit-
ability for employment is difficult enough during the selection
procedures. It certainly cannot be carried out either effectively
or with justice on written evidence alone. Further, if the employer
relies on the applicant’s CV the information provided suits the
applicant, not the employer. Problems, gaps in employment or
negative information are more easily concealed by applicants.

The use of an application form has the particular advantage that
employers can ensure that the information provided by applicants is,
on the whole, relevant to the job requirements. At the same time, some
flexibility and common sense are needed in the use of the form. No
form, however carefully designed, can cover every possible contin-
gency. Ample space should be included, therefore, for any additional
special points that applicants may wish to make.

The job advertisement

The advertisement needs to cover information derived from the job
description and person specification in seven broad areas:

1 The work organization: its main occupation and location.
2 The job: its title; main duties, location.
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3 Education qualifications and experience (both necessary and desir-
able): professional qualifications, experience, aptitudes, etc.

4 Rewards and opportunities: basic salary and other emoluments;
any other benefits; opportunities for personal development.

5 Training given.
6 Conditions: any special factors and circumstances affecting the job.
7 Applications: form of application; closing date; address for 

forwarding.

The application form

The design of an appropriate application form will clearly depend on
particular situations and needs, but there are some basic principles that
are universally relevant. Different forms may be necessary for different
kinds of work. If economy or any other reasons require the use of a
general form for all appointments, then the form has to be sufficiently
comprehensive and flexible to cover all possible situations. For all
appointments the same general background details will be needed, for
which a standard format is possible. Additional sections can be added,
specifically designed to cover the whole range of jobs. The items that
will normally need to be included in application forms are:

■ job title
■ applicant’s full names
■ address and telephone number
■ nationality
■ education (full-time, part-time, training courses)
■ academic qualifications
■ professional qualifications
■ present employment – details of present post, duties, account-

abilities, skills used, numbers supervised
■ previous employment in chronological order, with details of

achievement in each post, name, address of employers, dates of
employment

■ main current interests, pursuits and achievements outside work
■ health (including any serious illness or disability, past or present)
■ court convictions (other than for spent convictions, see

Chapter 22)
■ additional information (any information not covered in 

the form, which the applicant considers significant to the
application)
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■ referees
■ source of information about the vacancy.

Processing and assessing applications

When all the applications have been received by the due date, the next
task is to select those applicants who, on the evidence available, appear
to be the most suitable as future employees of the organization and,
therefore, worth the time and cost of further examination in the selec-
tion procedures. This task will be based on the published requirements
for the job and involves a painstaking and scrupulous study of the
information provided by applicants, a comparison of this information
with those job requirements and, finally, a decision whether to accept
or reject at this stage.

To systematize the process, it is normally useful to carry out a pre-
liminary sift to produce three categories of applicants: suitable, not
suitable, marginal. With this method the main effort can then be con-
centrated on deciding which of the doubtful applicants should be
accepted and which rejected. When there are constraints on accept-
able numbers – this is the usual circumstance – and a choice has to be
made between applicants of apparently equal merits in terms of the
essential requirements, a careful consideration of the list of desirable
requirements may provide the weighting needed to assist the final
decision. A simple description of the sifting task such as this could
make it seem a disarmingly mechanical process. It is, in fact, anything
but this, and a number of important points need to be made about the
general approach to the task and methods used.

To start with the general approach, those responsible for processing
applications need to be very aware throughout, first, that they have a
responsibility to their employers to be as careful and thorough as pos-
sible in selecting the most suitable of the applicants and, second, that
they have a responsibility to the applicants themselves to examine their
applications conscientiously and fairly. In this situation, applicants 
are entirely in the hands of those who carry out this task and seldom, if
ever, have any chance of query or redress. It is also very important to
realize that this is the link stage between the recruitment and selection
procedures. It is the first hurdle that the applicant has to overcome in
obtaining employment with an organization and is, in effect, the first
stage in the selection procedure. The assessment of suitable employees is
difficult enough in the face-to-face situations of the selection interview
and other selection methods. In deciding, therefore, that an applicant is
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unsuitable entirely on documentary evidence, the employing organiza-
tion needs to be as certain as it can be about its reasons for rejection at
this stage. A short concise note should be made and kept by HR against
unsuccessful candidates showing the reason for rejection at this stage, so
that the company can follow an ‘audit’ trail if challenged. Since the task
is virtually part of the selection procedure, it has very important implica-
tions for the choice of staff to perform the task. Biodata, which can be
automated, and provides a good prediction of the likely success of
applicants, is a useful way of handling large numbers of applicants, but
requires a regular recruitment requirement to be cost-effective – as in the
case of the Inland Revenue. Biodata is described more fully in Chapter 9.

A further important point that has to be made concerns the need for
flexibility in making the final decisions about acceptance or rejection.
This relates to the previous comment on the problems of making deci-
sions solely on the basis of documentary information. To illustrate by
example – if a job demands a heavy goods vehicle (HGV) licence as an
essential requirement, then all applicants who do not have this qualifi-
cation could be rejected immediately, no matter what their other quali-
fications may be, but if, say, at least five years’ experience in the type of
job in question were included as an essential requirement, it might be
very short-sighted to rule out an apparently otherwise excellent candi-
date whose experience happened to be only four years. There is no way
of confirming from written evidence whether the four years’ experi-
ence of this applicant is not, in truth, superior in quality and value to
the longer experience of other applicants. It is best not to be stub-
bornly inflexible or over-precise about matters such as length of experi-
ence, age, etc. in the first place. When job requirements are being
established, room must always be left to decide individual cases on
their merits, as we balance and weight various attributes.

Finally, a word needs to be said about the use of testimonials and ref-
erees’ reports. Reports of this kind will regularly be used as evidence to
assist in the final decisions of the selection procedures, but they also
play some part in this phase of the recruitment procedure. Testimonials,
despite some obvious limitations, are not always quite as useless as they
are sometimes thought to be. For example, in the assessment of the
merits and suitability of an application, an attached brief report from 
a present or previous employer may at least confirm the applicant’s
experience and ability effectively to perform a job and the dates of
employment. Referees’ reports, which are invariably confidential, will not
normally be sought until a short list of applicants has been produced.
There is no point in incurring the time, trouble and expense in calling
for referees’ reports for all candidates, when a proportion of these will be
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rejected during the processing of applications. Referees’ reports are,
therefore, usually required as supplementary evidence for use in the
assessment of candidates during the selection procedure. Employers are
often more frank in telephone conversations so we should not over-
emphasize the importance of written references.

Notifying applicants

The final step is to notify the chosen applicants of the arrangements for
the selection procedure, and the rejected applicants that they have not
been chosen. The letter to the successful applicants will need to give full
details about the arrangements for the selection procedures, i.e. time
and place together with other administrative information such as travel,
expenses, etc. At the same time it is often very helpful to include any
available literature about the organization and its work. In this way a
number of questions that candidates might otherwise wish to ask, e.g.
about locations, opportunities to travel, career opportunities in gen-
eral, educational, training, social, sporting, welfare facilities can be
anticipated. There is not much that can usefully be said about letters to
rejected applicants that is not already obvious. These should be brief and
sympathetic, but not curt. We must bear in mind the need for maintain-
ing the corporate image. Many organizations provide verbal feedback to
candidates who were not successful. All letters informing applicants of
the results of applications should be sent as soon as possible. Apart from
the natural tensions and anxieties that most people experience when
waiting for the post to bring them news of any decisions that affect them
personally, they have a special need for speedy information that con-
cerns the planning of their working lives.

Administration of the recruitment process

The responsibility for administering and supervising the task of recruit-
ment belongs to the HR staff. They act as the representatives or agents of
their employers and are a link between the managers of the organization
who require staff, the external sources for finding employees and the
people who respond to the advertisements and apply for employment.
The main elements of the task are:

1 Acting as the focal point for coordinating the organization’s needs for
staff: in this function they use the data of the human resource
plan and job analysis. HR has a responsibility to determine
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whether there is a need to recruit. Could reorganization obvi-
ate the need for someone new?

2 Providing specialist knowledge about factors affecting the availability
of required staff, and of current legislation affecting recruitment for
employment: in this context they may also make recommenda-
tions about recruitment policies that the organization should
adopt. HR staff often have to drive new policies against dis-
crimination through the organization.

3 Using specialist knowledge to decide what sources are likely to be most
fruitful in the search for suitable staff: here it is particularly import-
ant that the HR staff establish and maintain harmonious and
profitable relationships with those agencies and consultants who
are most likely to satisfy the recruitment needs of the organiza-
tion, and keep up-to-date on labour market, educational and
economic trends.
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Determine vacancies

Derived from organizational
objectives and HR plan

Consider sources

• Government agencies
• Institutional agencies
• Private agencies
• Press advertisement

• Personal details
• Education and qualifications
• Professional qualifications
• Employment record
• Spare-time activities
• Health
• Conduct
• Additional information
• Referees, etc.

Job advertisement

• The organization
• The job
• Qualifications and experience
• Rewards and opportunities
• Conditions
• Method of application

Prepare and publish information

Notify applicants

Application form

Figure 8.4
A summary of the

recruitment process

H6795-Ch08.qxd  4/4/06  8:40 AM  Page 159



4 Formulating and administering the details of the recruitment pro-
cedures, related to the publication of information, processing of applica-
tions and notifying applicants: HR staff need to liaise closely with
line managers in the various stages of the recruitment process.
The phases of the recruitment procedure when consultation
between HR staff and line management is most likely to occur
are the publication of the advertisement of the job vacancy and
the processing of applications. Line managers should be asked
to verify that advertisements accurately reflect requirements
before they are finally released for publication. They should be
consulted when a short list of candidates is being produced.

5 Maintaining records and data on what happened: to satisfy any
research or audits on equal opportunities, and to check the
most cost-effective selection source.

Increasingly, organizations consider employing people with contracts
that depart from full-time, normal working hours. These include short
term, part time, job-sharing, working from home, term-time working,
annualized hours, compressed work hours, twilight shifts and call-out
contracts among the variety of working time available. At the same time,
franchise operations and subcontracting arrangements provide oppor-
tunities for work to be carried out without the employer bearing the
costs and risks of traditional recruitment and employment methods.

See Figure 8.4 for a summary of the recruitment process.
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Questions
1 What should be the aim of an effective system of recruitment?
2 What are the stages of a systematic process of recruitment?
3 What are the main sources of recruitment available to an organization? Briefly

describe and assess each of these sources in terms of the kind of vacancies for which
they would be most suitable, and the advantages/disadvantages of each.

4 Prepare a job advertisement using the main headings as a guide and the example of
the Training Administrator, for your own job (or the last one you held).

5 What actions need to be taken to ensure that the processing of applications is as sys-
tematic, effective and fair as possible?

6 What are the main responsibilities of the HR department in the recruitment process?

Reference

Tyson, S. and Fell, A. (1986). Evaluating the Personnel Function. Hutchinson.
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C H A P T E R

Selecting employees
9

In this chapter attention is focused primarily on the selection of employ-
ees from outside the employing organization. However, it should be
emphasized that the systematic approach to the selection of employees
may and should apply to people who are already employed by the
appointing organization. While there will always be inevitable prob-
lems in predicting future behaviour in a new job, employers obviously
have considerable advantages when dealing with people already in
their employ. The employers already know what knowledge and skills
existing employees have. Perhaps, more importantly, they know what
attitudes and personal attributes these people display in performing
their jobs.

Two basic questions provide the foundation for an effective system:

1 What are the criteria for effective performance against which
selectors must judge the suitability of candidates for appoint-
ment?

2 What methods are most likely to reveal the evidence they
need to make judgements and decisions about the suitability
of candidates?

The crucial importance of selecting people who can meet the require-
ments prescribed in the job description and person specification
hardly needs to be stressed. It is equally evident that mistakes in selec-
tion can have very serious consequences for corporate effectiveness.
Such mistakes may very adversely affect colleagues, subordinates and
clients. Employee incompetence may lead to costly mistakes, loss and
waste of valuable resources, accidents, avoidable expenditure on train-
ing, etc.

Employee selectors face an inevitable dilemma. They have to carry out
a vitally important task, but one that is at the same time fraught with
problems to which there are either no answers or no easy answers. The
abiding problem is the dependence on subjective human judgement.

H6795-Ch09.qxd  4/4/06  8:42 AM  Page 161



162 Essentials of human resource management Chapter 9

Let us not forget that so-called objective lists are devised by fallible
human beings. The essential problem can easily be seen by reference
to the person specification example in Chapter 7. Considering the atti-
tudes and personal attributes identified as necessary for effective per-
formance, how can the selectors identify these requirements in a
person whom they do not know during the short acquaintance of the
selection process?

In view of the importance and difficulties of the task, employers need
to take it most seriously. Appropriate investment at this stage can and will
be cost-effective if it avoids the possibly enormous and incalculable costs
that faulty employee selection may produce.

In general terms, effectiveness in employee selection requires:

1 Awareness of the essential nature of the task and its inherent
problems.

2 Clear and comprehensive definitions of the criteria for effect-
ive performance by job analysis.

3 Understanding the implications of the concept of reliability
and validity for employee selection.

4 Awareness of the range of possible selection methods, their
potential value and predictive capabilities.

5 Thorough training for selectors to make them aware of the
inherent problems and to develop the necessary skills for effect-
ive practice, e.g. training in interviewing skills.

6 A follow-up system to check how well the predictions made in
the selection process have turned out in practice.

The selection task, as we have already seen, is difficult enough with all its
inherent and unavoidable limitations. In the absence of the systematic
approach described above, selection becomes little more than a lottery.

There is one final important point that needs to be made in discussing
the selectors’ task. The definitions of effective performance, contained
in the job description and person specification, are prescriptions for
total effectiveness of performance. There can be few jobs, if any, where
the job applicant would be capable of meeting these standards initially.
They would normally only be achievable after work experience and train-
ing. The selector’s task, therefore, is to assess candidates’ potential to
meet the prescribed performance criteria.

The first of the main questions described above, concerned with the
definition of criteria, has already been thoroughly explored in the
chapter on job analysis. The remaining part of this chapter will, there-
fore, deal with the second main question, which concerns the methods
available to produce the necessary evidence of potential.
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Methods of employee selection

Reliability and validity

In choosing methods of employee selection the selectors need to find
methods which are practicable enough to be used in the short dur-
ation and restricted environment of the selection process and which
provide the closest possible correlation between the predictor and the
criteria for effective performance of the job. Before we look at the range
of possible methods in any detail there are fundamental requirements
by which the effectiveness of all selection methods have to be judged.
These requirements are known as reliability and validity.

Reliability

Reliability here means that the selection methods, tests and ensuing
results are consistent and do not vary with time, place or different sub-
jects – i.e. test and retest reliability. Thus, a ruler is reliable as an instru-
ment for measuring dimensions whether the subject is wood or cheese,
and whether the measurement is done in summer or winter, in Russia
or Africa. By this criterion, human selectors of employees are inherently
not reliable because standards may vary between selectors and within one
selector over a period of time. The issue is the degree of unreliability.
This may be reduced by using a variety of measuring devices (tests, inter-
views), and by training assessors, and using more than one assessor.

Validity

A valid method or test is one which truly measures what it purports to
measure. For example, to ask a candidate at interview to define the
requirements for effective management might be a valid measure of
knowledge. It is certainly not a valid measure of the candidate’s perform-
ance potential. The answer could not be of any use in predicting how
successful the candidate might be in practice as a manager.

Criterion-related validity is the extent to which the test measures what
it is intended to measure, e.g. whether the results of the test do predict
job performance or the attribute in question. This requires validation
of the performance by some independent means, and a statistically sig-
nificant relationship between performance and the test results for the
population involved.
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Content-related validity and construct-related validity are issues about the
technical construction of the test. Content-related validity is the extent to
which the content domain is tested by the method chosen. Construct-
related validity explores the independence and presence of the psycho-
logical construct or trait, and the validity of the test in finding this.

There are three aspects of validity that selectors need to understand:

1 What are the criteria for successful performance, and are they
being assessed in the selection process? (The criterion problem.)

2 Are the criteria being used valid and reliable (i.e. consistent)
measures of behaviour, experience, personality or whatever,
which predict the performance of candidates?

3 Do the tests actually used predict what they are purported to
predict?

The answers to these questions therefore are:

1 Agree in advance what constitutes a desirable range of attrib-
utes, or competences, which are required for successful job
performance. If possible these should be established by
research into the job attributes of successful employees of the
organization.

2 Operationalize these so they can be tested.
3 Select, after research, the test or methods that will accurately

predict the possession of these attributes or competences.

The search for methods that may provide the evidence needed for deci-
sions has produced a wide variety of tests. These tests could be categor-
ized in various ways, but in broad terms they may be conveniently
divided into two main types according to their purpose. They are
designed to assess candidates’ potential to fulfil the requirements of
the job in terms of:

■ knowledge, skills and attitudes which already exist
■ knowledge, skills and attitudes which might be developed

after training and experience in the job.

In other words, in a comparison between the test situations and those
actually occurring in the job, prediction may be based on evidence
derived from actual past behaviour, or from a calculation of potential
future behaviour.

To illustrate the difference with a simple example, let us suppose we
are told that a particular job requires the ability to speak Japanese flu-
ently. Having first determined what we mean by speaking fluent Japanese
and the criteria by which it is to be assessed, we could make a direct test
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of all the candidates who claim to speak the language fluently and then
assess their abilities against our predetermined standards.

But if there were a shortage of easily recruitable Japanese speakers,
we might decide to invest in training suitable candidates to the standards
required. In this situation, we should need to devise some test designed
to show whether candidates with no knowledge of Japanese have the
latent ability to learn to speak the language fluently in a given period
of time. This alternative test clearly could not be a test in Japanese itself,
but it would have to be some kind of aptitude-revealing test. We might
decide, for example, that proven ability in other languages would be a
sufficient indicator of the skills required, but to assume a correlation
between, say, the ability to speak French fluently and a potential ability
to speak Japanese fluently would be unwarranted. This is also an illus-
tration of the need for specialist guidance, because any aptitude test
devised would have to be based on a very careful analysis of the factors
that seem to be important in speaking Japanese fluently. Furthermore,
the reliability and validity of the test would need to be proved by con-
firming that an acceptable number of people chosen by this method
have, in fact, become fluent speakers of Japanese. This kind of proof takes
time, and the original test may well need regular modifications before the
employing organization is finally satisfied with its predictive qualities.

To give some idea of the variety of methods used in Europe, Table 9.1
reports on the percentage of use in the countries shown.

It is interesting to note the popularity of handwriting analysis (graph-
ology) in France. There is no evidence to confirm the validity of this
method.

In the practice of personnel selection, there are many different
methods that may be used, as listed below:

1 Ability tests of achievement : these are designed to test what the
candidate already knows or can do, relative to the require-
ments of the job (e.g. skills in driving, keyboard skills, foreign
languages, knowledge of the law, antique furniture).

2 Ability tests of aptitude : these are designed to predict latent
potential to meet job requirements which can be developed
to required standards by training and experience. Aptitude
tests may include intelligence tests, designed to measure a
broad range of generally applicable abilities, or more special-
ized tests, designed to indicate particular aptitudes, e.g.
mechanical skills. The ability tests included under this head-
ing are too numerous and varied in purpose to enumerate.
Nevertheless, a well-known example of the use of these kinds
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Table 9.1
Interview methods

UK France Germany Sweden USA

Selection methods used for management (% organizations)

Panel interviews 77.1 22.1 56.6 59.3 59.6
One-to-one interviews 51.0 92.1 60.0 72.1 68.5
Application forms 65.8 75.7 13.8 33.9 59.2
Psychometric tests 47.0 23.6 6.3 66.3 10.0
Assessment centres 26.4 12.9 22.5 13.1 7.3
Graphology 1.1 19.3 1.6 2.9 0.4
References 78.7 46.4 45.3 84.9 64.6

Selection methods used for professional/technical jobs (% organizations)

Panel interviews 64.1 7.1 47.5 41.5 51.2
One-to-one interviews 52.5 88.6 65.6 77.3 73.8
Application forms 69.5 63.6 22.8 36.8 64.6
Psychometric tests 32.6 16.4 1.6 34.2 8.8
Assessment centres 18.7 4.3 14.7 3.4 7.3
Graphology 0.9 7.1 0.3 1.0 1.2
References 77.5 36.4 32.5 82.2 66.2

Selection methods for clerical jobs (% organizations)

Panel interviews 43.6 5.0 39.1 30.3 23.8
One-to-one interviews 60.2 85.0 65.0 78.9 76.2
Application forms 72.9 58.6 25.3 37.6 69.2
Psychometric tests 15.0 11.4 0.9 18.0 6.2
Assessment centres 6.4 2.1 5.6 1.3 9.2
Graphology 0.9 2.9 0 2.6 0.8
References 74.9 25.7 23.1 80.4 58.5

Source: CRANET Survey 2003

of tests is worth quoting to illustrate their practical applicabil-
ity and potential efficacy. Because the training of pilots to fly
aircraft is enormously expensive, it is particularly important
that selectors should make as few mistakes as possible in select-
ing potential pilots. However, because selectors are faced with
the central problem of predicting future success they need
predictors which are as reliable and valid as possible, i.e. where
the test data have the highest possible correlation with the per-
formance criteria for flying. Over a number of years a number
of aptitude tests have been developed which have been valid-
ated in practice and can be shown to be very sound predictors
in terms of the success rates in flying training. When tests of
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this kind are used in combination, as they are in selecting air-
crew, they are known as a ‘test battery’.

3 Tests of personality: traits of personality undoubtedly have a very
important effect on performance of work, and especially any
kind of managerial work, where judgement, and influence on
and relationships with others, are crucial. A number of tests
have been developed and used by psychologists over the years
in an attempt to determine personality characteristics as a basis
for predicting likely future behaviour at work. Various methods
have been designed, for example:
(a) Projective tests: a method in which the subject is required to

react freely and spontaneously, usually to visual stimuli.
Reactions are then interpreted by the tester as indicators of
personality traits, interests, etc. The best-known examples
of this kind of test are probably the Rorschach Ink-Blot
Test (interpreting responses to ink-blot shapes) and the
Thematic Apperception Test (interpreting responses to a
series of pictures). The interpretation of the results of these
tests is a task for specialists.

(b) Inventories: with this method subjects are required to respond
to questionnaires normally concerned with how they feel
about certain subjects and situations. Well-known examples
of these kinds of tests have been produced by Cattell (16 PF),
Eysenck and Saville and Holdsworth (the Occupational
Personality Questionnaire – OPQ) for example. Some inven-
tories are designed to be administered and scored by any-
one using the instructions and key provided. With others
the tests have to be administered by people trained in their
application and interpretation.

4 Group situational tests: in these tests, candidates are observed
by the selectors over a period of time as they perform a variety
of tasks as a team, sometimes with and sometimes without an
appointed leader. Tests of this kind first became well known
during the Second World War. They began in the UK with 
the War Office Selection Boards (WOSBs) and are now widely
used by the armed forces and governmental and private sector
organizations for the selection of potential leaders. The tests
are designed to reveal data about the personality traits and
interpersonal skills required in managing or cooperating with 
others in the performance of actual tasks. They undoubtedly
provide useful insights into candidates’ behaviour as members
of groups in a way that no other individual selection method
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can. Nevertheless, in essence they represent behaviour meas-
ured by the personal, subjective interpretations of human
observers in artificial circumstances and are, therefore, open
to question in terms of their reliability and validity.

5 Interviews: whatever other tests could be used, the selection
process invariably includes an interview. Quite often it is the
only method used, and in various ways. There may be several
interviews covering general and specialist aspects of the job,
and interviews may be conducted by individual interviewers or
by a board of interviewers. Apart from the information obtained
at the interview, interviewers also make use of accounts pro-
vided by candidates themselves in the form of completed appli-
cation forms, CVs, letters, etc., and by others competent to
comment on the candidates in the form of open testimonials
or confidential reference reports. The interview is by far the
commonest method used in personnel selection. At the same
time it is an entirely subjective method and, thus, of dubious
efficacy. Moreover, any value that it can have may be still further
reduced because of lack of skills on the part of the interview-
ers. Since it plays such a significant part in the selection process,
it needs a separate and detailed examination by itself.

It is vitally important to the effectiveness of the system that results
should be followed up. This means that the selectors need to have a
regular flow of feedback from line managers reporting how effectively
selected employees are actually performing. These data can then be
used to trace and remedy weaknesses in the selection process. Formal
validation studies are rare, but some organizations do analyse labour
turnover, and sometimes appraisal assessments, to check the effective-
ness of selection decisions.

Assessment centres

During the 1980s organizations increasingly used assessment-centre type
approaches, especially for the selection of young graduates and for
those organizations where there was likely to be a group or cohort entry.
Sometimes this rather expensive method is adopted where, although
only one post is involved, selection decisions are seen to be especially
sensitive, given the likely consequences of error.

Assessment centres are not necessarily physical places – the term is
used to describe the collection of assessment methods, including group
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situational tests, applied to a cohort entry where there are specifically
designed tests and exercises applied to all applicants (sometimes based
on the competences researched within the organization which are
associated with effective entry level or higher level performance). The
activities may span several days and include assessment by senior line
managers and informal discussions as well as psychometric and other
tests conducted by psychologists and other experts.

At the end of the exercises judgements are recorded on each candidate
and, of necessity, there must be a final discussion between the asses-
sors, after the exercises are over, to determine an overall rating. The
following principles apply to the establishment of assessment centres:

1 They are costly, and need expert assistance to design. Therefore,
they are only really cost-effective if there is a large repeat
demand for the job in question (e.g. graduate management
trainee).

2 The assessment-centre exercises must be researched to estab-
lish validity and reliability in that particular organization.

3 The observers/assessors must be properly trained and must
have practised observation.

4 The administration of the centre must be professional, with
suitable accommodation available, and documentation pre-
pared well in advance.

5 Candidates must be advised in advance that this is to be an
assessment-centre approach.

6 Candidates, whether successful or not, should be given expert
feedback on their performance, and reasons for selection or
non-selection.

7 Confidentiality must be maintained with data, apart from in 6
above. However, training plans for successful candidates should
address any needs revealed.

The selection interview

The selection interview has already been briefly discussed above in the
general survey of selection methods. However, because it is the one
method that is always used, and is of proven and demonstrably limited
value as a predictor, it merits a separate, detailed examination. This
examination will cover why its value is limited and, since it has to be
used, what steps can be taken to give maximum possible effectiveness.
How can a limited instrument be used to best advantage?
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For many years the selection interview has been the subject of research
in order to determine its value as a method. In general, the research has
produced a pessimistic evaluation of the selection interview, but has
also indicated that its value may be significantly enhanced when inter-
viewers have been trained. If the interview is analysed in the light of the
general problem of human communication and of the particular require-
ments for reliability and validity, it is not difficult to see why it has
inherent barriers to success as a selection method. The selection inter-
view is not reliable for the following reasons:

1 The instrument of measure is human.
2 No two interviewers will interpret and assess information in

the same way.
3 The same interviewer will show fluctuations in interpretations

of data and assessments over a period of time.

The interview cannot be a valid test of candidates’ suitability for employ-
ment for the following reasons:

1 It is a contrived, interrogative conversation, involving a meet-
ing invariably between strangers and seldom lasting for more
than about an hour. It is, therefore, an artificially distorted
and entirely stressful situation, no matter what efforts the
interviewers may make to reduce the tension. The larger the
number of interviewers the greater the tension is likely to be.

2 It cannot possibly test the important areas that add up to suit-
ability for employment, i.e. competence effectively to perform
the professional requirements of a job over a period of time;
the personal disposition to relate cooperatively with future
work colleagues in groups and within the organization as a
whole; the capacity for self-development and the potential to
assume wider responsibilities.

3 The interview may indicate that a candidate is presentable, flu-
ent or quick-thinking under the conditions of the interview,
but to suppose that the pattern of interview behaviour would
be repeated in the very different circumstances of work over a
long period of time would be a quite unwarranted assumption.

The only kind of validity that the interview can confidently be said to
have is to test whether people can cope with the special and unusual
conditions of the interview. Nevertheless, it is often very difficult to
persuade selection interviewers that much of the evidence that they
require about a candidate’s potential for effective performance of work
cannot be properly tested by the interview.
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It is pertinent to ask why the interview is so widely and prominently
used if it is a method of such demonstrable limitations. The reasons are
these:

1 It has a high face-validity, i.e. both selectors and candidates
have long been accustomed to its use and appear to have
much greater faith in its efficacy than the research evidence
warrants.

2 Sooner or later there has to be a meeting between the employer
and prospective employee, if only so that a number of routine
checks may be made on both sides and to give the employer
an opportunity to amplify and clarify information provided by
application forms and any other documents. It is also an oppor-
tunity for the employer to inquire into any inconsistencies, and
to explore the evidence.

3 Despite continuous research and the introduction of possibly
promising advances in new directions (e.g. assessment centres),
a method that will solve the basic dilemma of accurately fore-
casting future behaviour in employment has yet to be found.

Since the interview is likely to continue to play a major role in the selec-
tion process, it seems sensible to adopt a realistic approach, which means
making the best possible use of the interview. This is the really import-
ant question to which attention needs to be given. As the research data
have shown, anyone who is likely to have responsibilities for personnel
selection needs to be trained. At the same time the following caveats have
to be made about interview training:

1 Because of its innate limitations, the total attainable efficiency
of the interview as a selection method can never be any more
than moderate. Therefore, any improvement produced by
training can only be relative.

2 Trainees need to be made fully aware of these limitations.
Otherwise they may be led to believe that if only they can learn
to apply in practice conventional maxims about sound inter-
viewing (essential though this is) then all will be well.

3 There is sometimes a particular problem in training senior
managers. Having interviewed without any formal training
perhaps for many years, they inevitably develop confidence in
their own styles and methods, and often come to believe that
seniority and experience are the main requirements for mak-
ing decisions on suitability for employment. They may find it
very hard to accept that the selection method that they have
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been using for so long is a very fallible instrument, or that they
lack system and skills. Training courses can have a particular
value in helping to overcome problems of insight and sensitiv-
ity in unskilled interviewers. Trainees can participate in selec-
tion interviews that are very close to reality. Discussion with
observers and tutors, supported by video tape replays of the
interview, can demonstrate the inherent problems of the inter-
view itself and the methods that are likely to be effective in
practice, in ways which no amount of lecturing or reading could
ever achieve.

A well-planned course should include the following main areas of
study:

1 The general nature and problems of personnel selection.
2 The particular limitations of the interview as a selection

method.
3 The application of systematic interviewing through practice

interviews as a means of making the best use of the interview.

The emphasis of the course needs to be laid almost entirely on interview
practice in small groups as a basis for a structural analysis of the inter-
view itself. In this connection it is worth noting that the views and feel-
ings of the interviewees should be used to provide a very valuable and
powerful feedback to the interviewers – a learning experience which
they would not normally have in the work situation.

Variations in patterns of interviews

The following variations are possible in the patterns of interviews:

1 A single one-to-one interview.
2 A series of one-to-one interviews at the end of which inter-

viewers compare views and discuss final conclusions.
3 A board or panel interview with a group of interviewers.
4 A combination of one-to-one and board interviews.

As always, there are arguments for and against each variation. The
main criteria to be considered in assessing the merits and demerits of
a particular interview pattern are:

1 Acquiring the best possible evidence on which to base judge-
ments and decisions.

172 Essentials of human resource management Chapter 9

H6795-Ch09.qxd  4/4/06  8:42 AM  Page 172



2 Giving candidates the fairest possible opportunities to pro-
vide the most accurate account of themselves in the difficult
circumstances of the interview.

If we assess the possible variations in the light of these criteria, we could
draw the following conclusions:

1 A single one-to-one interview is likely to be the least stressful,
but has the disadvantage that the acquiring of evidence,
judgements and decisions rely on one person only.

2 A series of one-to-one interviews overcomes the problem of the
single interview and has the advantage of providing a range of
views and judgements.

3 Board interviews are potentially more stressful than one-to-one
interviews because the candidate is faced with several interview-
ers at the same time. The board interview has the advantage
that all interviewers are provided with the same evidence, but
are able to make independent interpretations and judgements.
There is research evidence to show that boards are more likely
to make successful selection decisions than single one-to-ones.

Because of the perceived stress inherent in board interviews, it is very
important to keep the number of interviewers to the absolute necessary
minimum, i.e. three or four members at the most. Interview boards of
large numbers of interviewers are not only likely to intimidate many can-
didates; they are much more difficult for the chairperson to control.

Using the interview effectively

A systematic interview is based on three interdependent chronological
phases:

1 The pre-interview preparatory phase.
2 The interview itself.
3 The post-interview assessment and decision phase.

Each of these elements contributes vitally to the effectiveness of the
total operation, and weakness in any one element will adversely affect
the other parts. For example, if the essential pre-interview preparatory
work is unsound, then, no matter how well the interview itself may be
conducted, the quality of the final decision will inevitably suffer.

The main requirements for a sound interview can now be con-
sidered under these headings.
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Pre-interview preparatory phase

1 Use the data of job analysis to determine the requirements for
effective performance of the job and the criteria by which
these may be identified and assessed. These data provide the
foundation for the whole selection process.

2 Determine acceptable entry levels for new staff vis-à-vis the job
requirements for fully effective performance.

3 Consider and, whenever practicable, use other tests and infor-
mation to supplement the evidence provided by the interview.
Any other selection methods used need to be validated, i.e.
shown to improve the predictive quality of the process.

4 Decide on the number of interviewers. When an interview
board is used, the membership should be the smallest number
necessary to fulfil the task.

5 Pay particular attention to all important environmental details
such as time, place and setting to enable candidates to feel as
comfortable as possible.

6 Produce a coverage plan designed to provide the maximum
possible significant information. The plan that is the simplest
and likely to be most effective is a systematic, chronological sur-
vey of the important areas of the life history. The coverage plan
is not the same as the seven- or five-point plans, the applicability
of which to selection interviews is described below.

7 When interview boards are held, discuss and agree the object-
ives, criteria, the coverage plan and the areas that each board
member will cover. The leadership of this discussion is a major
responsibility of the chairperson.

Interview-coverage plan

The criteria for assessing applicants’ suitability for employment are
contained in the person specification, which is a definition of the
knowledge, skills and personal attributes needed for effective per-
formance. Applicants may already possess some of the required quali-
fications or have the latent ability to develop others with training and
work experience.

Within its known limitations the interview is used to ascertain what
qualifications candidates already have in terms of the person specifica-
tion, and what potential they may have for further development. As we
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have already seen, specific tests may be used to ascertain existing and
latent abilities. When the interview is used for these purposes, informa-
tion on which to base judgements about either existing or latent abilities
can only come from the evidence of past achievements and behaviour.
It follows that the broad plan for the interview that is most likely to pro-
vide the required information is a systematic, chronological investigation
of the main areas of a life history. A comprehensive interview-coverage
plan should, therefore, take the following form:

1 Introductions and brief explanation of purpose and scope of
the interview.

2 General and domestic background.
3 Education (full and part time).
4 Work (full and part time) and training.
5 Spare-time interests and activities.
6 Knowledge of and interest in the job.
7 Opportunity for applicant to:

(a) add any further information.
(b) ask any questions.

The investigation of these areas should aim to reveal the maximum
possible relevant information, i.e. it should be directed towards the
requirements of the person specification. For example, the discussion
of spare-time pursuits may reveal valuable information about ability to
organize, sociability and initiative. It should aim to reveal not only fac-
tual information about actions, decisions and achievements, but also as
much as possible about reasons for decisions, motives, values, attitudes
and personal attributes.

The interview

1 Concentrate initially on establishing a sympathetic, product-
ive atmosphere to encourage candidates to talk freely.

2 Begin with introductions and a brief explanation of the pur-
pose and scope of the interview.

3 Follow the broad chronological, systematic coverage plan
throughout in order to ensure a comprehensive coverage.
Deviations are likely to create gaps in the information obtained.

4 In board interviews arrange for each interviewer to interview
in turn. If the situation is allowed to become a free-for-all, then
control is lost, the coverage plan cannot be methodically 
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followed and candidates are likely to become unsettled and
confused.

5 Pay the utmost attention to the form of question, i.e.:
(a) concentrate on acquiring as much evidence as possible of

potential ability to do the required job, based on the facts
of past behaviour and achievements

(b) in general, avoid hypothetical questions, especially those
which have no bearing on the job. They can only produce
hypothetical answers

(c) use a simple, open question form which does not imply
answers, make unwarranted assumptions or influence
candidates in any way (e.g. why? what? where? when?
who?).

6 Be constantly alert to the possible effects of the interviewers’
non-verbal behaviour and manner, and the possibility of the
misinterpretation of intentions by candidates. In general, a
demeanour that is sympathetic and avoids extremes of bonhomie
or coldness is the most appropriate.

7 Place information in perspective. The fact, for example, that a
candidate was in charge of a section would be of little value
unless the important circumstantial details were also ascer-
tained, such as: the work objectives; whether they were achieved
or not; if not achieved, what the reasons were; what remedial
actions were taken; other problems and how they were han-
dled; responsibilities for staff in numbers and types; other
responsibilities.

Post-interview assessment and decision

1 Systematically assess the evidence obtained in the light of the
job requirements. For this purpose, the discipline implied in
the seven- and five-point plans is invaluable (Table 9.2).

2 In assessing evidence, concentrate on solid facts of past behav-
iour as indicators of motivation, attitudes, values, personal qual-
ities and abilities and, in sum, of potential to do the required
job. Behaviour in the highly artificial situation of the interview
itself should be treated with extreme caution. There is little
correlation between this behaviour and likely behaviour in
the actual environment and conditions of work.

3 In the assessment process, take account of all available evidence.
When the interview is the only method used, the other main

176 Essentials of human resource management Chapter 9

H6795-Ch09.qxd  4/4/06  8:42 AM  Page 176



Chapter 9 Selecting employees 177

Table 9.2
The seven-point plan as a model for a selection procedure for potential aircraft pilots

Essential Desirable How identified

Physical 100% fitness Comprehensive range of 
medical tests

Attainments Specified subjects and Degree or equivalent Documentary evidence 
grades in A levels and qualifications amplified by interview
GCSEs

General intelligence Levels specified in terms Ability tests of education/
of psychometric tests intelligence supplemented 

by interview data

Special aptitudes Coordination, mechanical Special ability tests of 
comprehension, speed of aptitude related to success 
reaction, handling rapidly in flying training
changing information

Interests Aviation and related World affairs Documentary evidence 
subjects amplified by interview

Disposition Equable temperament, Documentary evidence 
sociable and cooperative amplified by interview

Circumstances Mobility Documentary evidence 
amplified by interview

sources of information are usually referees’ reports and testi-
monials. These documents can be very useful when written by
authorities competent to confirm the facts of past perform-
ance. They are of much more doubtful value when they pur-
port to assess suitability for employment, because of the
likelihood of bias and the writers’ probable lack of direct
knowledge of the job requirements.

More often than not there are more candidates than vacancies. While
the selection process is in progress, selectors should not become
involved in any comparison of the merits of candidates. Their task is to
concentrate single-mindedly on assessing the suitability of each indi-
vidual candidate in terms of the defined criteria for effective perform-
ance. It could well be that all candidates are assessed as suitable. In
situations where there are more suitable candidates than there are
vacancies, the selectors then become judges in a competition. They
need to review the credentials of each suitable candidate very carefully
and conscientiously, comparing their merits and demerits and assessing
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the stronger and the weaker. Eventually, they have to produce an order
of merit. In this situation the availability of several judges is obviously
preferable to reliance on a single judge.

Employment law and personnel selection

Employment law is discussed in detail in Chapters 21 and 22. However, we
need to stress here the importance of legislation about discrimination
on grounds of race, gender, age, religion and disability. Current legis-
lation and codes of practice require employers to take all possible
measures to ensure that there is no direct or indirect discrimination in
their job descriptions, person specifications, advertisements and selec-
tion procedures. Direct discrimination (e.g. white males only) is blatant.
Indirect discrimination (e.g. asking women but not men questions
about the effects of domestic commitments on employability or speci-
fying requirements such as physical height which are not necessary for
the job and which would discriminate against women) is more difficult
to combat. It is usually the result of long-established attitudes, and select-
ors are often not alert to their own unfair discriminatory practices.

To reduce and eliminate discriminatory behaviour that is particularly
likely to be unfair to candidates who are female, from ethnic minorities
or disabled, positive action is needed by work organizations. They need
to publish and distribute the relevant sections of employment law and to
produce their own codes of practice, and to train their personnel select-
ors with particular emphasis on the requirements of employment law in
this context and on the need to guard against unfair discriminatory
practices.

A summary of the main elements of a system for the selection of new
employees is shown in Figure 9.1.
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Questions
1 What is the first essential stage in an effective system of employee selection?
2 Describe the various methods by which selectors might identify suitable employees.
3 What is the significance of reliability and validity in the use of selection methods?

Give examples to illustrate these terms.
4 What are the limitations of the interview as a selection method?
5 Describe the main areas that need to be included in an effective interview-coverage

plan.
6 What significance does employment law have in the process of personnel selection?
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Define effective performance of work

Based on job analysis, produce job description,
job specification and person specification

Consider and determine performance gap

Decide the acceptable entry level of new
employees vis-à-vis experienced employees

Validate chosen methods

Assess actual work performance of successful candidates
in terms of predictive quality of the selection methods

Consider and choose appropriate selection methods

• Ability tests
• Aptitude tests
• Personality tests
• Group situational tests
• Interviews
• Documentary information
• Probationary information

Plan and implement chosen methods

Define selection requirements and criteria

Based on person specification

Modify selection methods

Alter the system and methods as indicated by validation data

Figure 9.1
Summary of the

main elements of a
system for the

selection of new
employees
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P A R T  F O U R

Assessing performance
and developing people

This part is about how managers should appraise, manage perform-
ance, identify and develop potential, and train and develop employees.

The survival and growth of business depends upon the quality of the
human resources within the organization. This puts pressure on the
capacity of managers in appraisal, career management and develop-
ment activities.

Part Four describes the necessity for a systematic approach to the
employment and development of staff in general and, in particular, to
the induction period of employment and to the assessment of work
performance and potential as a basis for determining needs for work
experience and training. There is also another face to learning here.
The need for opportunities for self-development, for unstructured
learning situations and for action learning, as a natural form of orga-
nizational growth and change.
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C H A P T E R

Induction
10

The induction crisis

The induction of new employees into an organization is such an impor-
tant part of the management of people at work that it merits separate and
special consideration. There is good evidence that the subject seldom
receives the very careful attention that it truly needs by employing organ-
izations. Regular analyses of labour turnover statistics show that a higher
turnover during the first years of employment occurs. The wastage
(Figure 10.1) in financial and human terms needs no elaboration.
Undoubtedly, a portion of the blame can be attributed to faulty recruit-
ment and selection procedures. Equally certainly, the reasons why so
many people leave organizations shortly after joining them are con-
nected with the treatment they receive from their employers during this
initial phase of employment. The problems of social adjustment that new-
comers have to face are simply not always appreciated or sympathetically
handled. This may seem surprising, since all human beings at some time
in their lives experience stress, loneliness and a sense of disorientation
when finding themselves in a new and unfamiliar environment.

%
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Figure 10.1

Wastage curve
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Because of the rigours of contemporary living, stress has become a
subject that is receiving increasing attention. It is interesting to note that,
where research has produced data on the various factors that cause
stress, a change of job receives a high weighting. Thus, the early phase in
a new job is well known to be a stressful period both from personal experi-
ence and from the evidence of research data, and yet organizations con-
tinue to tolerate high rates of labour turnover and often do not seem to
be able to deal effectively with a problem that has been described as ‘the
induction crisis’. While turnover is inevitably service specific, the objec-
tive should be to reduce unnecessary cost and disruption (i.e. to reduce
the height of the curve). Apart from the effect of a high labour turnover
on the performance of the new employee’s team or group of fellow
workers, the effect on those who work throughout the organization
could be demotivating. If employers wish to develop well-motivated staff,
it is most important that they should demonstrate their values by their
actions from the very outset of their employees’ engagements.

Causes of the induction crisis

It could be said that the assistance of the behavioural sciences is not
necessary to understand why people have problems when they join
new work organizations. The cause can be partly ascribed to the strange-
ness of a new environment, which is an inevitable discomfort that every-
body has to face and accept, and which will pass with time. Other
causes include a failure to appreciate the variety of work, the supervi-
sion, the travel to work, payment system and so on, due to overselling
of the job or poor supervision by the employer. It is probably this kind
of reasoning that lies behind the failure of many organizations to pur-
sue the causes of the problem more deeply and to find effective remed-
ies. People taking up new employment are clearly in a position of
particular insecurity. The continuity of their lives has been broken for
the moment and they are making a fresh start in a situation in which
they have no previous history. In general, their past achievements tend
to count for little in the new work environment, and they have to prove
themselves anew, both professionally and socially. Most of these diffi-
culties stem from well-established phenomena of group and organiza-
tional behaviour, and especially from factors of the following kind:

1 Organizations and groups develop norms of acceptable and
expected behaviour of their members. Newcomers have to learn
what these are and to accept and internalize them before they
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become accepted members of groups. These norms may be
very different from those of the previous groups that the new-
comers have recently left, and may make the process of adap-
tation more difficult.

2 Group cohesiveness does not always operate in productive
directions. It may also be employed antagonistically towards
other groups or individuals who are perceived as non-
conformist or deviant. Newcomers may be perceived as threats
to groups for various reasons, and they may experience diffi-
culties in gaining acceptance. For example, the work group
may perceive that the newcomer will be making too small a
contribution, thus increasing the workload of others, or even
that they will outperform incumbents and show them up.

3 The psychological contract may often be a source of difficulty
in the induction phase. As we have seen earlier, apart from the
formal contract agreed between employing organizations and
individual employees about the hire and rewarding of labour,
both have expectations about each other’s behaviour that are
not formally prescribed. For example, new employees may
regard a sympathetic, democratic style of management as
their basic right. If, however, new employees encounter unex-
pectedly authoritarian styles, they may believe that they have
been somehow deceived by their new employers, although
there is nothing in the formal contract about the styles of
management that may be adopted.

The organization’s responsibilities for 
induction

To mitigate the induction crisis, to help new employees to adjust to their
new surroundings, to gain their confidence and commitment and to avoid
costly levels of labour turnover all require positive attitudes and actions
on the part of employing organizations, based on an awareness that:

1 The induction phase is much more critical and stressful to the
new employee than it is often recognized to be.

2 The length of the critical phase will naturally vary and depend
on the adaptability of each individual, but it may well last for
many months.

3 The causes contributing to the general problem may be
found in the psychological and sociological factors affecting
organizational and group behaviour, as described above.
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4 The induction phase needs to be very carefully planned and
supervised, as the first stage in staff development.

The induction programme

The induction of new employees has to be regarded as a comprehensive
and systematic programme continuously monitored and evaluated. Too
often it has come to mean little more than a day or two set aside, during
which time new employees may have interviews, attend short courses, lis-
ten to talks about the organization, receive a quantity of literature, be
taken on quick guided tours to glimpse the various sections of the organ-
ization and meet a variety of people. This is the kind of programme that
might be prepared for visitors with limited time available, rather than for
people who presumably are expected to stay with the organization for
several years. Induction arrangements of this kind could well do as
much, if not more, harm than good. When a mass of information –
much of which may be unnecessary – is crammed into a very short space
of time, and many of the questions on which newcomers need reassur-
ance are left unanswered, it is likely that initial feelings of confusion,
inadequacy and insecurity will be increased rather than allayed.

For the induction programme to be comprehensive and effective
the employing organization has to begin with a clear view of what it
intends to achieve as a basis for designing the programme. This means
that an aim and set of objectives have to be produced similar to that
described in Example 10.1.
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Example 10.1
Aim
That new employees become integrated as soon as possible functionally and socially
into the organization and its environment.

Objectives

1 That they should understand the function, aims and objectives of the organization
as a whole.

2 That they should understand the specific objectives to be achieved by their sections,
and their personal responsibilities and expected contributions to the achievement
of these objectives.

3 That the necessary initial training and work experience should be planned to
enable them to fulfil these responsibilities.
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The main responsibility for implementing, supervising and evaluating
induction lies with the responsible line and HR managers. In fact, the
induction phase should be regarded as the first stage in the process of
staff development in which line and HR managers have complementary
parts to play. The contents and methods of induction programmes will
necessarily vary considerably in their details, but will need to include
the following main elements in order to meet the prescribed objectives.
In additional to a formal programme (off the job) there should be an
induction check list, with a system for all the people involved to tick that
they have completed their part – line manager, supervisor (if different
from line manager), HR staff, security staff, IT staff, etc.

Interviews

Induction interviews need to be given to all employees taking up jobs
for the first time, whether from inside or outside the organization.
These interviews are carried out by the HR manager responsible for
supervising the career of the newly appointed job holder and, obvi-
ously, by the line manager. Coming as they do at a time when employ-
ees may well be feeling insecure and anxious about an unknown future,
induction interviews are extremely important. They need to be carried
out with particular care and skill because of the obvious importance to
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4 That comprehensive information should be provided on the following subjects:
(a) conditions of employment, salary, pension arrangements, holidays, sickness rules
(b) working arrangements, in particular software packages used, reporting rela-

tionships and any key facts about the job not yet covered
(c) the system of HR management and especially the arrangements and opportun-

ities for staff development
(d) the whole range of facilities provided for the benefit, welfare and recreation of

employees.
Basic information about catering arrangements, health and safety rules, and what to
do if there are any problems are most important.

5 That positive measures should be taken to facilitate the social adaptation of new
employees (e.g. welcoming parties, notifications in house journals, introducing
newcomers to significant others).

6 That the induction programme should be continuously monitored and its total effect-
iveness assessed.
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newcomers of making a good start in their new jobs. The three main
purposes of the interviews are:

1 To provide all the necessary information that new job holders
need about the job and its attendant circumstances. This
includes some of the less formal but often more important
aspects of the employment relationship, e.g. what it takes to
‘get on’ in this organization, who are the ‘movers and 
shakers’, what the social norms are that produce expectations
about behaviour.

2 To allow them to ask questions about any matters on which
they are uncertain.

3 To give reassurance and to develop positive attitudes, confi-
dence and motivation. Induction interviews should cover the
following points:
(a) The job description and person specification so that job

holders fully understand what is required of them. A
description of any software packages should be given and
an opportunity to try out any office equipment (e.g. fax,
e-mail, telephone, computer keyboard, printer) arranged
with a friendly colleague

(b) How the job relates to the work and purposes of the
group and the organization as a whole

(c) All the attendant circumstances of the job (e.g. pay, con-
ditions, welfare)

(d) The performance appraisal system and what part the job
holder will be required to play

(e) The style of working, the key people, and the expecta-
tions of behaviour

(f) An assessment of any training and developmental needs
that require immediate action

(g) General plans for training and development
(h) The ‘norms’ or unwritten rules, if any, in the organization

(e.g. ‘Friday is always dress-down day’, or ‘we can only take
private phone calls during the lunch break, unless it’s an
emergency’).

In some organizations, the specific jobs to which new employees will be
assigned are covered in the recruitment selection process. In others,
this is left for individual departments, branches or sections to decide.
In those situations, a placement interview will be needed in which the
line or HR manager will discuss in detail with new employees the ques-
tion of the jobs to which they should be allocated.
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The next formal interview that is required in the induction pro-
gramme will probably take place after about six months’ employment,
when managers assess progress to date, prospects for the future and
any changes needed in existing arrangements. Apart from the formal
interviews, informal discussions may take place between management
representatives and new employees at any time, as required, to check
progress or to deal with difficulties that may arise. It is especially import-
ant that the employees themselves should not feel inhibited in dis-
cussing any problems that they may encounter with their senior
managers or responsible line or personnel managers.

The induction phase broadly comprises three elements – training,
work experience and social adaptation, as described below.

Training

Induction training is mainly vocational and designed to give new
employees the skills and knowledge required for productive employ-
ment. It may take the form of short full-time courses or very much longer
programmes where a high level of performance is essential, for example
during engineering apprenticeships and flying training. Sometimes
induction training is given on the job itself. More often than not the pro-
gramme is a combination of both forms of training.

Work experience

This covers a very wide range of possibilities and is a matter for each
organization to decide. Whether new employees remain with one occu-
pation, or are rotated to meet particular requirements of experience, an
imaginative approach is necessary to widen new employees’ knowledge
of their organizational environment as much as possible. This could
include, for example, a schedule of visits or short attachments to other
units. Increased knowledge of the organization will help to develop con-
fidence and is a significant means of stimulating interest and motivation.

Social adaptation

As we have already seen, this is a particular source of difficulty in the
induction phase. Managers cannot expect to control the subtle interplay
of intragroup relationships, but they need to develop a psychological
awareness of group and individual behaviour in order to assist their
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new staff to settle down. This requires a close knowledge of the indi-
vidual members of their groups, the ability to anticipate where inter-
personal difficulties could arise and how the social forces within the
group could be used to advantage. In this way, the varied experience
and strengths of the different members of the group may be used skil-
fully to help newcomers to adapt. The more members of the group
that can be usefully involved in this process the better.

Finally, because of the complexity and variability of the initial phase of
employment from the individual’s point of view, employers cannot
naïvely assume that a formally planned induction programme coincides
with each individual employee’s induction phase, as though the pro-
gramme covers a fixed period at the end of which new employees cross,
as it were, a boundary that separates the novitiate from full membership.
There are individual differences which include the amount of experience
of starting new jobs, and the learning styles of individuals, as well as the
stage in their careers. Although new employees may often undertake
parts of an induction programme together, for example, formal courses,
their induction into the organization still has to be regarded as an essen-
tially individual process. Programmes, therefore, need to be very flexible
and to take full account of individual differences and needs.

Figure 10.2 summarizes the main elements in an induction system.
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Follow-up interviews

• Conducted by line manager and personnel
 officer in the form of performance appraisal
 and career development interviews
• Check progress and general welfare
• Initiate required changes

Initial interviews

Conducted by line manager and HRM, covering:

• Details of the induction programme
• Organizational objectives and functions
• Personal objectives and job
• Work conditions and facilities
• Personal needs, problems etc.

Training

• On the job
• Specific courses
 (internal/external)

Training

Assistance by line
managers and members
of the work group

Work experience

• Job variety
• Visits and attachments

Figure 10.2
Summary of the

main elements in an
induction system
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Questions
1 What is meant by the induction crisis?
2 What are its causes?
3 What steps can an organization take to mitigate the induction crisis?
4 What should be the aim and objectives of an induction programme?
5 What are the main elements that should be included in an induction programme?

Give a brief description of all the items you would expect to find on an induction
check list. Who should be responsible for each item?

6 What should an effective induction interview aim to achieve and cover?
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C H A P T E R

Assessing performance
potential

11

In this chapter we are examining appraisal processes, and the attend-
ant policies which link into development. The fundamental import-
ance of defining the criteria for the effective performance of work has
already been stressed in Chapter 7. The assessment of performance,
potential and rewards involves eliciting evidence of past and recent
achievements and shortfalls to be related to the criteria as a basis for
judgements and decisions. In this way, managers and HR staff are in a
position to provide reasonably confident answers to important ques-
tions arising from assessments, for example:

■ Are employees meeting the criteria for effective performance?
■ If not, what action needs to be taken (e.g. training, further work

experience, counselling, change of job, inefficiency or discipli-
nary procedures)?

■ What does the evidence of assessment show in terms of poten-
tial for promotion and advancement?

■ What does it show in terms of the rewards that are merited?

The ‘psychological contract’ is the term used to describe the ‘deal’
between employer and employee, not the legal contract, but the bar-
gain implicitly struck about what each party can expect from each other,
and about the obligations each has to the other. The central features
are the notions of ‘exchange’ and the reciprocity of a personal rela-
tionship. When we assess performance we enter into the debate about
the bargain at an individual level – topics such as the promotion oppor-
tunities available and the challenges and developmental aspects of 
the work. Some employers are reluctant to promise careers, but can
offer learning opportunities, which improve the employee’s chances of
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employability, and they can sometimes offer flexibility in working
arrangements. In return they may expect flexibility and commitment
on the part of the employee.

The main requirements for effectiveness in systems of staff assess-
ment are:

1 The purpose of the scheme should be very carefully thought
out, defined and published. This indicates the organizational
philosophy and determines the nature and details of the scheme
to be used in practice, and the way the psychological contract
is intended to be acted out.

2 The purposes and details of appraisal schemes should be care-
fully explained to all newly appointed employees during induc-
tion interviews, following the discussion of their job descriptions
and person specifications.

3 Formal arrangements, which are simple and not excessively
bureaucratic, should be established for the effective imple-
mentation of appraisal schemes and to ensure adherence to
agreed criteria. Wherever possible avoid complex ‘point scores’
type schemes and reduce the number of forms to the min-
imum necessary to produce consistency of data gathering.

4 All staff involved in appraisal schemes should be given training
in the requisite knowledge, skills and attitudes. This will be the
best way to ensure criteria are applied fairly. Training should
include purposes, details and requirements of the schemes in
use in the organization, an analysis of the problems of assess-
ment and the accepted means of mitigating these problems,
the skills required for effective practice and practical exercises
to illustrate what is required.

The assessment of work involves three types of review: performance
appraisal, potential and reward reviews. These reviews are closely inter-
related and linked by the main theme of assessment but they serve dif-
ferent purposes, require different methods and cannot all be undertaken
by a sole manager. All three reviews have a major impact on the psy-
chological contract. Assessing work performance of an employee in a
particular job is clearly the responsibility of the line manager concerned.
Reviewing potential has long-term implications. It needs to take into
account all available information about performance over a period of
time in a variety of jobs, and may require the use of specialist tech-
niques and methods for the assessment of potential. Potential assessment
has to be seen in an organizational context, related to organizational
needs, objectives and opportunities. For these reasons it is a task for
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senior management and HR staff, who, by definition, have an overall
view of the organization’s future needs. Reward reviews would nor-
mally be carried out by line management, but will typically involve 
HR staff to work on the application of scales and the overall costs and to
administer any reward schemes, such as performance or merit payment
schemes.

We can now discuss in detail these three aspects of the assessments of
staff.

Performance appraisal

The development of performance appraisal in practice

Historically, performance appraisal in the UK originated mainly in the
public sector of employment – the armed forces and the Civil Service.
Now, formal approaches to performance appraisal are widely used in
the majority of work organizations in both public and private sectors.
The details of these formal schemes vary considerably, depending on
the purposes and preferences of individual work organizations. These
differences are reflected in terms of the format of reports, degrees of
confidentiality and openness, who conducts the appraisal, the level of
participation by those being appraised, the nature of appraisal discus-
sions between those appraising and those being appraised, and how
the information is used, for example in rewards, promotion and train-
ing decisions.

In the development of performance appraisal schemes, two broad
approaches are discernible. For convenience of description and com-
parison we may label them as Theory X and Theory Y, after McGregor’s
thesis on managerial attitudes. The essential difference between the
two is that, in a Theory X scheme, managers produce assessment reports
on their subordinates but, in a Theory Y scheme, assessment reports
are the product of joint discussion between managers and their subor-
dinates. A Theory X performance appraisal scheme has the following
typical features:

1 Managers are the sole judges of work performance.
2 There is an apparent confidence in the manager’s ability and

authority to judge and, therefore, no training is given to
appraisers for this task.

3 Assessments are based on numerical ratings of abstract qual-
ities, e.g. initiative, drive, energy, reliability, intelligence, loy-
alty, integrity.
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4 The appraisal includes a narrative report made by the man-
ager, which is often not divulged to the appraised subordinate
and is open to personal bias, to misunderstandings of mean-
ings and sometimes even to sarcasm.

5 There are minimal formal provisions for feedback to, or dis-
cussions with, those being appraised.

6 The main purpose of the appraisal is to identify those seen by
management as good or bad performers.

7 There is little or no attention paid to the developmental needs
of employees.

A Theory Y approach to performance appraisal has objectives which
are quite different from the Theory X approach, these being:

1 To identify and remedy problems in the job itself.
2 To identify strengths and weaknesses in performance as a basis

for future action.
3 To identify needs for training, development, further work expe-

rience and suitability for advancement.
4 To develop constructive manager/subordinate relationships.
5 To develop the individual’s capacity for self-assessment and

self-awareness, for seeking ways to solve his or her own prob-
lems and to find ways for self-improvement.

The Theory X approach to performance appraisal in its extreme form,
as described above, is prevalent in organizations where styles of man-
agement are generally more authoritarian. In recent years there has
been a visible move towards the Theory Y end of the continuum. Nev-
ertheless, vestiges of a Theory X approach to performance appraisal still
survive. In some organizations it remains very much in its traditional
form. In others, while their schemes may reveal noticeable changes in
the direction of a Theory Y approach, e.g. more openness in discussion
between managers and their subordinates, they still retain some of the
essential features of Theory X attitudes. For example, in spite of the
demonstrable and proven problems of defining and measuring abstract
qualities, and the obvious advantages of concentrating on the object-
ives and tasks of the job, some managers are still required in some
schemes to give marks for abstract traits (initiative, reliability, etc.).
Again, although open discussions may be held between managers and
their subordinates, these may in practice amount to little more than
attempts by managers to justify their own views and marks, which have
already been written into reports and are not likely to be affected by
anything that appraised subordinates may say during discussions.
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The main difference between these extremes is the limitations of the
one and the opportunities afforded by the other. All the evidence of
academic research and practical experience strongly emphasizes the
advantages and potential effectiveness of performance appraisal schemes
based on a Theory Y approach. We can now examine in more detail the
general requirements for an effective scheme that applies this philoso-
phy in practice.

The requirements of an effective system

The requirements described below are based on the premise that a
Theory Y philosophy applied to performance appraisal is likely to pro-
duce the most effective system, because it emphasizes, in particular, the
importance of helping individuals to improve their performance, to
develop their abilities and to encourage their commitment.

1 The first step is to define the requirements for effective per-
formance in order to provide the criteria without which sound
and systematic judgements cannot be made.

Many performance appraisal schemes have at their heart, an
objective setting process. This requires often the classic cas-
cade of objectives downwards, so that at each level the object-
ives of the individual are incorporated into the objectives of
the organization as a whole. This raises a number of issues.
(a) Are the objectives decided by the manager, the subordinate,

or is there a process by which both come to agree them?
There may be some objectives which are preset, where the
department has little choice (e.g. sales targets already
agreed in the budget), while other targets may be open to
adjustment (e.g. the frequency of sales calls according to
the type of customer).

(b) Are the objectives sufficiently challenging or too difficult
to achieve? If the objective is a ‘stretch’ target, it may be
ideal for some individuals, but a step too far for others,
who will be demotivated. Without challenge and expand-
ing intellectual horizons, some individuals will seek more
learning opportunities elsewhere.

(c) Is the level of objectives (in terms of difficulty) consistent
for all people at that level or do some people have particu-
larly difficult tasks, and others have easy targets to achieve?
Managers need to be careful that they balance the object-
ives for each individual according to their subordinate’s
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capacity and capability. This can be an issue if there is a
linkage to promotion and reward.

(d) Setting objectives in matrix structures is much more diffi-
cult than in a more traditional bureaucratic structure.
The matrix role interdependencies create complex pri-
orities and varying demands. It is impractical often to
involve all the related roles in the goal setting process.
Apart from the number of people potentially involved,
objectives and priorities can change rapidly. A workshop
format may be useful here, for all the parties formally to
come together on a quarterly basis say, to thrash out diffi-
culties and priorities.

2 Next, the purposes of the scheme should be defined and pub-
lished as a basis for effective practice, e.g.:
(a) To assess whether defined requirements and objectives of

work are being met.
(b) To identify strengths and weaknesses and to take any appro-

priate subsequent action.
(c) To help employees to develop themselves by self-analysis,

self-reliance and finding solutions to their own problems.
(d) To identify employees who are performing well or badly

for purposes of retention, advancement, rewards, ineffi-
ciency or disciplinary procedures.

(e) To develop and improve communication and relation-
ships between managers and their staff.

3 The purposes and details of the appraisal scheme should form
an important part of the induction interview between man-
agers and new employees. Managers should adopt and explain
the following measures to be taken in practice:
(a) Performance appraisal is a continuous process involving a

joint assessment by managers and individual members of
staff. It should not be an annual ritual in which managers
make confidential judgements about their employees.

(b) Managers and their members of staff need to make regu-
lar agreed notes about performance, e.g. successes, failures,
reasons, suggestions for remedies.

(c) Managers and their members of staff should meet regularly
for appraisals of performance so that any action needed is
taken there and then. There is no point in delaying such
necessary action until a formal annual performance takes
place. For example, an identified training need requires
immediate attention.
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(d) A periodic review should be held to conform to organiza-
tional policy and practice, to summarize the appraisal dis-
cussions that have regularly taken place and to plan for
the future.

(e) Before the periodic review takes place, managers, and mem-
bers of staff who are being appraised, need to confirm the
time, place and agenda for the review.

(f) The details of the agenda will naturally vary with different sit-
uations, but the broad outlines for appraising performance
by means of joint discussion between managers and their
staff should cover the following headings and questions:

(i) The job: the job description, objectives, component
tasks, methods and resources. Are these satisfactory?
If not, why not? What changes are indicated? What
precise action is recommended by whom, and how
and why?

(ii) Job performance: what are the objectives that have to be
met and the tasks to be fulfilled? Have these been
achieved? What is the actual evidence from work per-
formance, indicating success or failure? What are the
reasons for success or failure? How far have any fail-
ures been within or outside the job holder’s control?
What does the evidence of past performance show
about strengths and weaknesses in the knowledge,
skills and attitudes of the job holder? What precise
action is recommended by whom, and does it show
how and when to build on strengths, to remedy weak-
nesses and to develop the individual by means of train-
ing and further work experience?

(iii) Summary of action proposed: what action has been
agreed to be taken by whom, and how and when?

4 Before the appraisal discussion takes place, the manager and
individual member of staff separately work through these head-
ings to answer the main questions, using any notes that they
have made throughout the period under review. This exercise is
the crux of the process and of the philosophy underlying this
approach, because it emphasizes and concentrates on:
(a) joint assessment, involving both managers and their staff.
(b) the key issues – the job, performance and future needs.
(c) observable, measurable evidence from actual work rather

than abstract qualities.
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5 Having made their separate notes and assessments, the man-
ager and the individual meet to compare their views, to find
out how far they agree or disagree, to explore reasons for any
disagreement, to try to find constructive solutions and to decide
what action is needed for the future to resolve problems in
the job and to meet the individual’s development needs.

6 The manager leads the discussion and is, therefore, respon-
sible for seeing that it systematically follows the agenda in
order to achieve its purpose. At the same time, it is very impor-
tant that it should be conducted in an atmosphere that is as
informal and relaxed as possible. The manner in which the
discussion is conducted is extremely important. The manager
is ‘in the chair’, but if performance appraisal is intended to
help to improve performance, to develop individuals and to
improve communication, then the discussion needs to be an
open two-way exchange of perceptions and not a managerial
monologue. Thus, managers should try to find out how far
perceptions coincide, where and how they differ and what any
differences of views might imply. They need to stimulate peo-
ple to think, to encourage them to analyse, to become more
self-aware and to put forward constructive proposals. In prac-
tice, this requires managers to start by asking questions and
listening. Having noted what those being appraised have to
say, they are then better placed to make helpful comments
and to give their own views and any advice or instructions that
they think appropriate.

7 At the end of the discussion, the main points covered and the
action agreed need to be summarized, recorded and, above
all, followed up. These decisions will be the first items on the
agenda of any subsequent appraisal discussions.

Behaviourally anchored rating scales

This method represents yet another example of the move away in recent
decades from unprofitable attempts to assess abstract qualities and to
focus attention on actual performance and behaviour, e.g. considering
not whether an employee shows initiative, but what he or she actually
does that indicates ‘initiative’ or lack of it.

Scales and ratings are produced through discussion, observation and
analysis (e.g. critical incident technique) by managerial and HR staff.
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The first task in this process is to identify key categories of perform-
ance, i.e. core competences, as described in Chapter 7. Scales of behav-
iour, derived from actual experience of the job, are then produced for
each category, ranging from definitions of the most efficient to the
least efficient behaviour and performance.

For example, a key category for a manager might be training and
development of staff. The highest rating on the scale might be ‘is totally
committed to the training and development of staff and makes effec-
tive use of on-job and off-job methods’. The lowest rating might be
‘does not understand the importance of training and development of
staff and takes no action in this direction’.

It is as yet a matter for debate whether behaviourally anchored rat-
ing scales (BARS) represent a particularly significant advance in per-
formance appraisal. The identification of comprehensive and detailed
criteria, based on actual job requirements, is undoubtedly an import-
ant contribution to sound judgement. On the other hand, experience
of the scheme indicates that the production of the categories and
scales tends to be a time-consuming and expensive process, needing to
be regularly reviewed as job descriptions change. As we have already
emphasized, criteria are vitally important as the first stage in any judge-
mental process. But so is the task of producing valid evidence, and 
in any open joint system of appraisal this could sometimes result in
unresolvable differences between the manager and the employee
being appraised.

Forms of performance appraisal

If the recommendations for effective practice based on a Theory Y
approach described above are put into practice, this will logically be
reflected in the details of formats used for performance appraisal. Ideally,
therefore, the format should:

1 Be based on the definition of criteria for effective perform-
ance, as described in the job description and person specifi-
cation.

2 Require the need to produce evidence related to the criteria.
3 Require the need to produce judgements, based on a com-

parison of evidence and criteria, followed by recommenda-
tions for future action.

4 Require completion by managers and employees being
appraised as a joint exercise.
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5 Be simple, easy to understand and accompanied by explanatory
notes based on organizational policy, purpose and required
practice.

6 Be uniformly applied throughout the organization.

Problems of performance appraisal

Whatever scheme of performance appraisal is used, there will always
be fundamental, inevitable problems. In essence, performance is a
human judgement which, as we have already seen when considering
personnel selection, suffers from problems of reliability and validity.
Human judgement depends on the unique genetic and environmental
influences that form each individual’s values, attitudes, expectations and
perceptions. Inevitably, therefore, there may be differences of view on
each of the basic questions of performance appraisal, and this compli-
cates the whole process from start to finish. Fundamental questions are:

■ What does the job require?
■ What does the job holder have to do to perform effectively?
■ What evidence from work performance would indicate effect-

ive performance?
■ What does the assessment of evidence of performance indi-

cate about future actions required?

These questions are systematically interdependent. Each requires a
judgement that affects the next question in the sequence. An approach
that seeks to make use of a wider range of relevant opinions is 360-
degree feedback.

360-degree feedback

There has been an increase in the use of 360-degree feedback processes
in the assessment of people. The notion of 360-degree feedback is that
employees benefit from feedback from those who are colleagues, cus-
tomers, their manager and their subordinates: from all ‘directions’ below,
above and at the same level.

Feedback is designed to build confidence, reinforce desired behav-
iours, clarify problems, improve self-awareness, give recognition and,
ultimately, improve performance.
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The process usually follows a procedure whereby competences hav-
ing been established and defined, individuals are asked to nominate
up to, say, six significant others (who could be described as stakehold-
ers in the organization) whom they know within the categories (subor-
dinate, colleagues, manager, customer, etc.) to whom feedback forms
are sent asking for the respondent’s opinion of the subject on the com-
petency dimensions. The respondents may well use a rating scale. These
forms are returned to HR and will usually be given to the employee,
who discusses the responses with his or her line manager. This latter
stage could be optional.

For example, one large organization introduced eight main compe-
tences, which were broken down into their component definitions and
rated by respondents in terms of the importance of the competences
to the job, and the individual’s performance (effectiveness). Thus, for
example, the competence ‘making things happen’, included ‘estab-
lishing and maintaining contacts in all areas of the organization’, ‘bal-
ances day-to-day operations with important projects’, ‘encourages
collaborative working’ and seven more parts of the competence.

Each part is rated on the Performance scale and the Importance
scale (see Figure 11.1), e.g. ‘Balances day-to-day operations with impor-
tant projects’.

Averages of the data can be taken, and improvements over time can
be plotted. The reports of all the respondents are usually grouped
together for each individual, showing how respondents in general
rated each competence. Taking these ratings, individuals are encour-
aged to share the data with their manager (but this is not mandatory)
and to discuss what the feedback means. From the discussion, a personal
development plan can be drawn up.

The HR Department usually runs the scheme, but the data are ‘owned’
by the individual in most 360-degree systems. This means confidentiality
is preserved, although clearly there are sensitivities involved. Respond-
ents are anonymous as far as the subject is concerned, and if the subject

Performance

Importance

Less important

Address urgently Performance competent

Important

Very effective

Extremely important

1.0 1.5 2.0 2.5 3.0 3.5 4.0 4.5 5.0

1.0 1.5 2.0 2.5 3.0 3.5 4.0 4.5 5.0

Figure 11.1
Example of

performance scales
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chooses to share the data with their manager or colleagues, it is usually
their own decision.

The need for training

Because a system is only as good as the people who operate it, man-
agerial staff at all levels need training in performance appraisal to make
it effective in practice.

The objectives of training should be:

1 To standardize practice.
2 To explain the organization’s system and give opportunities

for staff to discuss and question.
3 To identify general requirements for effective practice.
4 To provide practice in the important skills, such as giving and

receiving feedback, assessing and discussing performance.

Details of potentially effective training exercises are outside the scope
of this chapter. However, they should simulate reality as closely as 
possible in the following ways by requiring trainee managers:

1 To make assessments of real, but unidentified, job holders, so
that the discipline of the appraiser’s approach may be analysed,
i.e. defining criteria for effective performance, making sound
and fair conclusions.

2 To carry out role-play discussions, based on credible scripts, in
order to practise the general performance appraisal agenda
described earlier and the necessary skills.

The learning opportunities provided by simulated role-play exercises
will be significantly enhanced by the use of DVD/video recordings for
purposes of analysis and discussion.

The assessment of potential

We go on to look at development and careers in Chapter 12, however,
appraisal inevitably leads to discussion on careers and potential. In
practice, the review of potential serves two main purposes: the identifi-
cation of those who appear to be suitable for promotion; and the
assessment of the general potential of individuals in order to decide
how their abilities may best be employed in the interests of the orga-
nization and of the individuals themselves.
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We cannot be certain that those employees who are performing 
well now will necessarily be high performers at the next level up and
beyond. The well-known Peter principle may apply, i.e. people who
perform well continue to be promoted until they reach a level where
they are working beyond their capacity, and they are no longer recom-
mended for promotion. In this way people are promoted to their level
of incompetence.

If we are planning our people resources effectively we can see where
to categorize people according to their performance and potential rat-
ings, acknowledging always that these are two axes along which con-
siderable variation is possible over time, and that ratings have a strong
subjective element (Figure 11.2).

There are policy choices about how to manage these various groups
of employees. The 1:2 low performers with no potential should be
replaced unless the performance lapse is temporary (assuming new
starters are not included in this grid). The high performers with little
potential should be retained and managed to deliver results on a con-
tinuing basis. Those whose performance is low but whose potential is
high should be developed, and the stars who have high potential and
high performance should be rewarded, developed and promoted.

Some companies take a harsh view of the low performers. For example,
General Electric under Jack Welch fired the lowest 10 per cent per-
formers every year, thereby raising the bar, and rewarded the high 
performers ‘in the soul and the wallet’. These sorts of decisions are
dependent upon labour market conditions. If the low performers are
working in specialisms where recruitment is difficult, even if they have
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low potential, a company might decide to spend more resource on
improving performance. Those with modest performance but with a
high potential could be well worth long-term investment. When there
is a ‘war for talent’ and high performers are much in demand in a tight
labour market, the HR challenge is in retaining the high performers
irrespective of their potential.

One way in which organizations can bring together the parties inter-
ested in potential and career management is through career develop-
ment panels. In such a system, the data on high potentials are gathered
(usually via the appraisal process) and are fed into the HR department,
who prepare the papers for a panel of senior managers with account-
ability for staffing key roles in the organization. The panel then makes
decisions based upon the development needs of individuals, the
opportunities available and the needs of the business.

Such systems often operate internationally, with country managers
submitting data to the head office HR function. In this way the ‘cream
rises to the top’ and the high potentials from around the world can
become known to senior management. In 3 M this was known as the
‘Consensus Review Process’, in AT&T, ‘HR planning and develop-
ment’. Such schemes may be operated in conjunction with career
workshops, personal development guides and succession planning.
Organizations such as Kodak, 3 M, BP Exploration, Amoco and many
others conduct such schemes, often with innovative approaches and
tools to help individuals take responsibility for their own careers. The
degree of centralization or devolvement to business units and to indi-
viduals for career planning varies. Sometimes, as with Kodak career
services, there was a support service to individuals with personal career
plans, and workshop software to help people make decisions, to under-
stand what they can do and what is available.

We discuss career management, succession planning and manage-
ment development in the next chapter.

Identifying staff for promotion

The selection of staff for promotion is, in essence, the same process as
the selection of new employees. Everything that has already been said
about the problems of selecting new employees, the limitations of pre-
dictive methods and especially the interview, apply equally here and
need not be repeated in detail. A job vacancy has to be filled and there
is usually a field of several candidates. The requirements and criteria
for effective performance at the higher level need to be defined in exactly
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the same way as for recruitment selection: the task and problem of the
selectors is to predict likely behaviour in a new job situation.

However, there are some significant differences between recruit-
ment and promotion situations. In the former situation the employing
organization is dealing with unknown people. When selecting staff for
promotion, it already has a store of information, both formal and infor-
mal, about candidates. Furthermore, there are important areas in which
prediction is not necessary, namely, compatibility with the organiza-
tional culture and relationships with colleagues. Nevertheless, examples
regularly occur of employees who are very effective at one level, but
prove to be far less successful at a higher level, as if to confirm the well-
known Peter principle that people eventually find their own level of
competence/incompetence. Such promotional failures seem to be
rather more frequent in situations where a capable specialist transfers
to what is essentially a managerial job, for example, medical staff or 
scientists who take over managerial roles or scientific projects, or sales
representatives who are promoted into management. In educational
and academic posts, appointing authorities seem to be prone to con-
verting able teachers into incompetent heads of departments, because
apparently they fail to understand that managerial skills are just as
important in these posts as professional knowledge and ability.

The methods adopted by organizations for the promotion of staff vary
considerably. In some cases, promotions may be made virtually by the
unilateral decision of heads of companies or departments on the basis of
demonstrated work competence. This method is more likely to occur in
a business enterprise. In the public sector of employment and in a num-
ber of large industrial and commercial concerns there are formal proce-
dures for selecting candidates for promotion. Since most of these also
have a system of formal periodic staff reports, these are used as the basis
for decisions about promotion. They provide a total picture derived
from a series of reports on performance in a variety of jobs and situations
by a range of managers. Since staff reports also suffer from the same dif-
ficulties of subjectivity as the selection procedures themselves, the prob-
lem is in fact compounded, hence the importance of ensuring that the
system of staff reporting is as sound as it can possibly be.

Assessing general potential

The essence of this task is to assess the types and levels of work that
employees have the potential to perform. This assessment has to be
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based on the evidence available from personnel records, staff reports,
performance reviews, training and education records, which are cen-
trally maintained and coordinated by the HR staff. These records cover
a period of several years and extend beyond the confines of the pre-
sent job. Since the assessment of the general potential of employees is
set in the wider organizational context, it is a task that is especially
appropriate to the HR managers responsible for supervising the career
paths of individual employees. In some organizations, the review is car-
ried out jointly by the responsible HR and line managers. This method
is not only feasible, but could also be seen as a logical and sensible
method. However, much depends upon the nature and culture of the
organization.

Attention has already been drawn to the responsibilities of indivi-
duals for self-development, but people cannot take a detached view of
their own potential. They may easily overestimate or underestimate their
own capabilities. Personal interests, past conditioning or narrowness of
experience may also play a part in restricting individuals’ capacities to
assess their own potential. Nevertheless, it is very important that indi-
vidual employees be fully consulted in any review of their potential in
order to help them see themselves as the organization sees them, to
enable them to put forward their own views and wishes, and to develop
their commitment to any plans for their future employment. This can
be achieved by means of a schedule of career-development interviews,
in which personnel staff use the history of past assessments and the
career record to date as a basis for joint consultation with employees
about their potential and the opportunities for employment and develop-
ment that are or may become available.

One popular theory comes from Ed Schein of the Massachusetts
Institute of Technology. He developed the notion of career anchors. A
career anchor is ‘a combination of perceived area of competence,
motives, and values that you would not give up, to represent your real
self’ (Schein, 1993, p. 1). He identified eight different career anchors,
‘Technical/Functional Competence’, ‘General Managerial Competence’,
‘Autonomy/Independence’, ‘Security/Stability’, ‘Entrepreneurial/
Stability’, ‘Pure Challenge’ and ‘Lifestyle’. The ‘Pure Challenge’ career
anchor is one where the intellectual challenge is the motivating force,
such as for some engineers and consultants. The ‘Lifestyle’ career
anchor is concerned with balancing family needs, work needs and per-
sonal needs, in an integrated way. Career anchors are one way of
describing the values people have about work, and provide a starting
point for a career discussion.
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The potential review/career-development interview

This interview is very similar to the performance-appraisal interview in
the basic framework and general approach that are appropriate to the
situation. The three phases of the interview should be planned and
conducted in the following way.

Pre-interview preparation

1 As with the performance appraisal, members of staff to be inter-
viewed need to prepare themselves by considering their per-
sonal career objectives and by analysing their own strengths
and weaknesses, training and educational needs and employ-
ment preferences.

2 Those managers conducting the interviews need to study the
relevant personnel records, i.e. career histories, staff reports,
performance-appraisal summaries and training records. They
will usually need to consult responsible line managers to ascer-
tain whether any changes have occurred since the last report
and generally to amplify information about current perform-
ance and potential.

3 Finally, they will need to determine the specific objectives to
be achieved in each particular situation.

The interview

1 The interview should be based on the following broad plan:
(a) Explanation of the general purpose and scope of the

interview.
(b) Discussion of the individual’s career to date in terms of

perceived strengths and weaknesses, likes and dislikes,
employment preferences (e.g. ‘career anchors’). Data from
‘life line’ or other such exercises may be helpful.

(c) Discussion of the future in terms of the potential revealed
by past performance, the opportunities that the organiza-
tion is able to provide and the individual’s needs for train-
ing and education.

(d) Summary of agreements about action required.
2 Like the performance appraisal, this is essentially a problem-

solving, counselling situation, and the prerequisites for its 
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successful conduct are basically the same. However, there are
some special aspects of this interview which are worth stressing:
(a) Because of the fundamental problems associated with the

egocentricity of human perception and individuals’ na-
tural pursuit of personal objectives, the essential task of the
career or HR staff in this review is not only to assess poten-
tial, but also to help to reconcile organizational and indi-
vidual perspectives.

(b) Therefore, because a joint commitment and agreement
between employer and employee is necessary for success,
the general purpose to be pursued by HR staff in this kind
of review is to help individuals in the following ways: to
make as realistic an assessment as possible of themselves
and their own potential; to adopt realistic expectations of
what is achievable and available; to understand that, while
the organization has a duty and a vested interest to pro-
vide all possible opportunities for growth, individuals must
accept responsibility for personal development.

Post-interview action

Immediately after the interview, managers should produce a brief sum-
marized report of the interview, the main points of discussion and
agreements reached, for retention in the personnel records, and liaise
with line managers.

Assessment centres

We discussed assessment centres in Chapter 9 in regard to selection.
However, assessment centres are also used for promotion and develop-
ment purposes.

Increasing use has been made of assessment centres for assessing the
potential of candidates for employment and that of existing employ-
ees. The earliest example of the assessment centre was the War Office
Selection Boards (WOSB), which provided the basic model for the
assessment centres in current use for the assessment of potential. They
are used mainly for identifying staff, especially managers, who show
potential for advancement to senior positions. These centres may be
established internally by the organization, or they may be external,
offering an assessment service to all organizations that wish to send

Chapter 11 Assessing performance potential 209

H6795-Ch11.qxd  4/4/06  8:41 AM  Page 209



staff for testing. Internal organizational centres will normally be staffed
by senior managers of the organization, trained in the methods of the
centre, and by occupational psychologists. External organizations will
often be staffed by occupational psychologists.

The problems of predicting future behaviour at work have already
been discussed in the chapter dealing with selection procedures. The
main advantage of assessment centres lies in the opportunity to give
candidates a chance of demonstrating skills that they may not yet have
had a chance to exhibit in their work. Because they are run by trained
specialists, the predictions produced are likely to be considerably more
reliable and valid than those of untrained managers and a further bene-
fit comes from training managers to make valid assessments. A possible
disadvantage is cost. The costs of establishing a ‘centre’ include the
research and development necessary into the behaviours of successful
applicants, and devising and validating tests that will predict those
behaviours. Only very large companies could afford the expense of set-
ting up their own centres. In any case, organizations have to make a
cost-benefit analysis. They have to ask whether the results justify the
outlay. In view of the costs of promoting staff to senior posts, who later
prove to be incompetent, it may well be worth while investing in
improving predictions which could avoid serious managerial problems
in future years.

On the basis of the model already described for making systematic
judgements, the first task of the assessment centre is to define the
required competences. For example, a process for assessing manager-
ial potential might be based on the following criteria:

1 Personal attributes: self-confidence; emotional stability; toler-
ance of stress; breadth of vision; flexibility and adaptability;
sociability and cooperativeness; sense of humour; tolerance
and patience; balanced views; impact of personality; moral
courage; ability and readiness to learn.

2 Competence in practice: analytical and reasoning powers; problem-
solving and decision-making skills; identification of priorities;
planning and organizing abilities; team membership skills;
leadership and communication skills.

The methods commonly used to test and reveal these attributes and
competences are:

■ psychometric tests of intelligence, aptitude and personality.
■ group situational tests involving problem-solving and decision-

making exercises.
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■ leadership and team membership role-play exercises.
■ presentations to group members.
■ individual written and oral problem exercises.
■ outdoor exercises to test mental, emotional and physical 

characteristics.

Assessing rewards

As the term suggests, the reward review is the process whereby man-
agers have to decide who deserves increments, bonuses and other tan-
gible incentives based on individual performance. It is a potentially
uncomfortable and contentious situation because inevitably there will
be winners and losers and the potential exists for charges of unfair
treatment. These problems are always likely to occur, however sound
the scheme may be, but it is obviously vitally important to give thought
in preparation and practice to ensure that any scheme for reward
review is as fair and efficient as it can be. Although in the main the
same basic information is used as for the appraisal of performance, all
informed opinion on the subject says that appraisal of performance
and reward reviews should be separate processes and not combined
into one review. If they were combined, the purposes of the appraisal
of performance for development purposes could well become con-
fused by considerations of assessing performance in financial terms.

A summary of the main elements of a staff assessment system are
shown in Figure 11.3.

Questions
1 What are the main purposes of assessing staff?
2 (a) What is performance appraisal? (b) What fundamental problems does it involve?

(c) How may they be mitigated? (d) What are the characteristics of ‘Theory X’ and
‘Theory Y’ approaches to performance appraisal?

3 What is 360-degree feedback? What are the potential benefits and difficulties of this
approach?

4 How may potential be assessed?
5 What is an assessment centre? What does it do?
6 How can effective performance management be introduced as a system into an

organization?
7 Comment on the approach to appraisal and performance management revealed by

the Standard Life ‘contribution management’ system in the following case study.
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Case study: Standard Life

The concept of ‘contribution management’ has been introduced as a
method for ensuring continuous improvement. The contribution sys-
tem is linked into job competences for each person’s job through the
contribution plan.

The contribution plan is a mechanism for identifying how each indi-
vidual can contribute to the organization’s objectives. The Contribution
Management Project was initiated by the HR Division in order to cre-
ate a more flexible work force, focused to produce results and to
encourage staff to learn new skills/behaviours, which were needed to
implement the total customer satisfaction approach. The contribution

Main elements of this system

• Performance appraisal
• Potential review
• Reward review
• Training staff to apply the
 system effectively

Purposes

• Assessing achievements of
 objectives
• Determining needs for staff
 development
• Establishing basis for rewards

Performance appraisal
(Line manager)

Reward review
(Line manager)

Career
development/potential

review (HR staff)

Manager and staff:

• Define and agree job
 requirements
• Maintain separate
 records
• Regularly discuss
 performance

Manager and staff:

1 Prepare for
 performance by
 arranging meetings
 and agenda, i.e.

 (a) Objectives, job
  description,
  methods, etc.
 (b) Actual
  performance
 (c) Action for future

2 Hold discussion
3 Agree action plan
4 Record discussion

HR managers and
individuals:

1 Review work history
 to date, e.g. strength,
 weaknesses,
 preferences
2 Assess potential in
 light of past
 performance and
 opportunities
 available
3 Summarize
 discussion (advice
 and action agreed)
4 Potential may be
 assessed by
 assessment centres

Managers prepare by:

1 Collecting information,
 e.g. rewards for similar
 work
2 Studying work record
3 Comparing individual
 performances of work
4 Consulting HR Dept.
 Management conducts
 reward review by:

 (a) Explaining
  purpose
 (b) Ascertaining
  expectations and
  feelings
 (c) Ascertaining that
  individuals
  understand
  reasoning and
  accept
 (d) Being prepared to
  revise decision if
  necessary

Figure 11.3
Summary of the

main elements of a
system of staff

appraisals
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system focuses on feedback and development, and on the key compe-
tences – customer focus, preference for action, teamwork, and busi-
ness knowledge, leadership, people development, openness to ideas,
contribution to results, and strategic thinking, against which to assess
performance at quarter yearly reviews.

The system operates through a combination of results (or outputs)
and the extent to which the employee has learned and demonstrated
key competences. A contribution plan is produced from a ‘planning part-
nership’ between the manager and employee around what is expected
on the one hand, and what the employee thinks he or she can deliver –
the plan results in a record of the team purpose, planning of forecast
outputs and performance indicators, and a plan of development activ-
ities based on competences and career aspirations. Outputs are
defined and must be specific.

Support from management can be expected in the process by taking
an active role in producing the plan, tracking progress, preparing for
review meetings, providing coaching and support, and giving and receiv-
ing feedback. The employee is expected to take an active part in the
process, to show commitment to learning, preparedness to change and
receptiveness to new ideas. There are support instruments (e.g. Horizon,
a PC disk-based self-assessment tool), open access development centres,
a company learning directory, secondments both inside and outside the
company, and internal vacancy bulletins. Training is given in the process
for the staff and management.

Source: Adamson, Doherty and Tyson (1997).
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C H A P T E R

Training and
development

12

Definition: the foundation for 
effective practice

Helping employees to become effective in their jobs is one of the most
fundamentally important tasks in people management that any work
organization has to undertake. Employers depend on the quality of
their employees’ performance to achieve organizational aims and object-
ives; employees have motivational needs for development, recognition,
status and achievement that can and should be met through job satis-
faction and performance achievements.

The vocabulary to describe development in the context of work
includes terms such as training, development, education and, more
recently, human resource development. Attempts are made by some
authors to separate these terms by differential definitions. For exam-
ple, ‘training aims to achieve short-term specific organization objec-
tives’; ‘education is directed towards the long-term development of
individuals’. Definitions of this kind oversimplify a very complicated
process. As the common denominator of all of these terms is learning,
it is better to see training as a learning process, as defined below, rather
than to engage in debates about semantic differences. However, it is
accepted that some learning (which may be termed ‘developmental’) is
undertaken with long-term and imprecise objectives in mind, whereas
learning to perform specific tasks may be seen as training to perform a
particular role.

There is no adequate, all-embracing term to describe this process,
although ‘work-directed learning’ comes close to our view. In the mean-
time, the word ‘training’ will be used in discussing the process in the
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widest possible context, starting with the following comprehensive def-
inition as a foundation for effective practice.

Training in a work organization is essentially a learning process, in
which learning opportunities are purposefully structured by the man-
agerial, HR and training staff working in collaboration, or by external
agents acting on their behalf. The aim of the process is to develop in
the organization’s employees the knowledge, skills and attitudes that
have been defined as necessary for the effective performance of their
work and hence for the achievement of the organizational aims and
objectives by the most cost-effective means available.

The importance of using a comprehensive definition as a basis for
practice is that it focuses attention on the main aim of training, i.e.
effective performance, and leads logically to certain important conclu-
sions and questions arising from the definition that determine the
degree of effectiveness in practice:

1 Training is always a means to an end and not an end in itself.
Unless it leads to the effective performance of work it inevitably
incurs a waste of valuable resources.

2 Definition of the requirements for effective performance in
terms of knowledge, skills and attitudes by means of job analy-
sis is of fundamental importance.

3 Because it is directed towards effective performance of work,
it must be seen as an integral and vital part of the whole work
system. Training is not, for example, an extraneous activity for
which training staff are largely responsible.

4 Since managers are responsible for the effective performance
of work to achieve the organizational aims and objectives, they
logically must have the responsibility for ensuring that employ-
ees are effectively trained for this purpose. Management must
take the initiative in setting up, resourcing and monitoring the
effectiveness of the training system and its provision in practice.

5 While management bears the main responsibility, all staff in
the organization are involved in the training task. Effective
practice requires the collaboration of managerial, HR and
training staff. In addition, employees are expected to take
some responsibility for their own learning.

6 The purpose of training may be achieved by a variety of means,
e.g. by planned work experience in a series of different jobs, by
planned experience within one job, by formal training at the
workplace or at training centres. The sole criterion for choice
of method is whatever is most likely to achieve the training aim.
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7 The development of an organization’s human resources applies
to all its employees from the most senior to the most junior.
When training is defined in traditional narrow terms, it tends
to be directed towards junior and middle grades of employ-
ees. But all employees are likely to need training of some kind
throughout their working lives. It surely could not be assumed
that senior staff, on whom so much depends, have no need for
further learning – especially in view of the demands of eco-
nomic, social and technological changes.

8 Because of the vital contribution that training makes to the devel-
opment of human resources and the achievement of organi-
zations’ aims and objectives, all those responsible for training in
any shape or form must themselves be trained for the task, e.g.
full- and part-time trainers, managers and instructors, as well as
first-line supervisors.

Cost-effective training: a systems approach

In a nutshell, cost-effective training means training that actually achieves
the purpose of helping people to perform their work to the required
standards and is at the same time affordable, i.e. not unnecessarily 
lavish, when simpler, less expensive forms would equally well achieve
the aim.

How is cost-effective training to be achieved? It is achieved by apply-
ing basic principles for cost-effective management to the specific situ-
ation of training, assuming that effective systems of job analysis and
performance appraisal have been established so that performance cri-
teria are defined and assessable. The steps are as follows:

1 Identify training needs – who needs training and what do they
need to learn?

2 Taking account of learning theory (how people learn), design
and provide training to meet identified needs.

3 Assess whether training has achieved its aim with regard to
subsequent work performance.

4 Make any necessary amendments to any of the previous stages
in order to remedy or improve future practice.

This process is commonly known as the systems approach to training
(SAT). It has been successfully applied for many years by many organ-
izations in the public and private sectors as one main way of achieving
cost-effective training.
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A more educational approach to long-term development is another
model which stresses the development of basic skills, techniques and
self-development as a basis for developing adaptability in employees.
An ‘action learning’ approach is also possible. But all these have some
notion of systematically determining what development is needed.

The SAT is so called because it is a series of interdependent systems,
functionally linked together and integrated into the whole work system.
The interdependence of the stages is crucial, since the malfunction or
neglect of any one of them inevitably affects the others and the total
system. Thus, if job analysis has not defined the criteria for effective per-
formance, training needs cannot be identified by performance appraisal.
If needs have not been properly identified, it is not possible to design
and provide needs-related training, or to assess ultimate effectiveness
in terms of subsequent work performance.

We shall examine the various stages of the SAT in detail later in the
chapter.

Identifying training needs

An analysis of training needs is an essential prerequisite to the design
and provision of effective training. This is the first main stage in the
problem-solving process that characterizes the SAT, i.e. the diagnosis
that systematically precedes prescription. In simple terms, the purpose
of this diagnosis is to determine whether there is a gap between what is
required for effective performance and present levels of performance.
If any deficiencies are revealed, the causes and remedies may be vari-
ous, and training is only one of a number of possible solutions.

Training needs arise at three levels – organizational, group and indi-
vidual. They are interdependent because the corporate performance of
an organization ultimately depends on the performance of its individ-
ual employees and its subgroups.

The corporate needs of the organization and its groups may be iden-
tified in the following ways:

1 The evidence of human resource planning : this provides informa-
tion about the demand and supply of human resources and the
possible implications for training needs. Thus, a forecast of a
possible difficulty in recruiting people with required entry 
levels in knowledge and skills could affect recruitment and
training policy, compelling the organization to recruit at
lower levels and then to provide compensatory training to fill
the performance gap.
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2 The introduction of new methods: whenever new methods of work
(e.g. new systems) are introduced, this changes the require-
ments for effective performance, and creates a performance
gap in knowledge and skills (and in some situations, in attitudes
also, perhaps), and hence a training need.

3 Collective evidence from performance appraisal and formal methods
for needs assessment: information emerging from the perform-
ance appraisal of individual employees or from formal methods
such as meetings, interviews or questionnaires, in which line
managers, HR and training staff and individual employees are
involved, may reveal needs for training that are common
throughout the organization or to groups of employees.

This systematically acquired information is an essential basis for seeing
what centrally provided training is really needed. Without this infor-
mation it is very easy for central trainers to provide training on the
basis of unsubstantiated views and personal preferences.

Accurately diagnosing the specific training needs for individuals
requires the following system:

1 Job analysis to determine:
(a) the objectives and component tasks of the job
(b) the knowledge, skills and attitudes required for the effect-

ive performance of these tasks.
2 Assessment of the performance gap by line managers and

individuals, based on a comparison of the required levels with
present levels.

3 Specification of training needs indicated by this comparison.
4 Specification of the forms of training needed to satisfy the

identified needs.

The joint participation of line managers and their individual members
of staff to assess training needs is very important. It is more likely to
produce a comprehensive and systematic analysis, and commitment on
the part of the individual. It is also an opportunity to encourage indi-
viduals to assess their own needs and possible solutions as a part of
their development.

It requires time and conscientious effort to make a thorough analysis
of jobs and their specific requirements and then to set up formal
arrangements for assessing needs, but there is no other basis for design-
ing and providing the training that is really needed.

Specific training needs for individuals may arise at any time during
their working careers. However, there are particular occasions when a
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formal assessment is needed, based on the system described above,
that is:

1 Starting employment : new employees will invariably need some
training to fill the gap between their present levels of know-
ledge and skills and those needed for effective performance
of work. The assessment of training needs is best undertaken
at the selection and induction of new employees.

2 Appraising performance : in performance appraisal recent per-
formance is compared with required levels. The comparison
regularly reveals deficiencies and needs, which have to be
remedied by training.

3 Changing jobs: people changing jobs are in a similar situation
to those starting employment. The requirements for the new
job may well create a performance gap that needs to be filled
by training.

When organizations change there are often significant changes to jobs.
One way to assess whether people can be transferred into different roles
is to give the person a ‘trainability test’. Example 12.1 is drawn from an
airline that wished to transfer staff from non-customer facing roles to the
check-in teams. Each individual was given a short training session on the
various routines and ways to behave with customers. There was then a
series of role plays where candidates were given the chance to deal with
different kinds of customers. This was intended to show the candidate’s
potential, and their natural aptitude for the new role, in the assessors’
judgement, and therefore how they would respond to training.

Apart from the specific needs described above, individuals have con-
tinuing general needs for training in the broad developmental sense.
They need to develop their experience within particular appoint-
ments. This is the responsibility of line managers, who must determine
these needs by careful observation of performance and regular discus-
sions with their staff, and who need to provide the necessary opportun-
ities by informal methods such as delegation and job rotation. People
also need the wider experience that comes with a variety of jobs. It is
the responsibility of HR managers in their career development role to
ascertain these developmental needs and to meet them by career plan-
ning as far as operational demands will permit.
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Example 12.1:Trainability test
Results

Name: ................................................................ Procedures A B C D E
Male/Female Social Skills A B C D E

Date of Birth: ....................................................
Previous Job: .....................................................
Signed (Assessor): ............................................ Date: ............................................

Error checklist: 1 Businessperson Procedures
2 First Time Flyer

Opening transaction:
Fails to greet passenger.........................................................................................................
Fails to ask for ticket or reference/passport........................................................................
Doesn’t ask for bags immediately.........................................................................................
Doesn’t confirm destination.................................................................................................
Doesn’t ask security questions ..............................................................................................

Using the computer:
Doesn’t check number of bags.............................................................................................
Doesn’t check booking on system........................................................................................
No mention of window/aisle seat .........................................................................................

Concluding transaction:
Fails to return ticket/passport...............................................................................................
Doesn’t explain baggage receipt ..........................................................................................
Doesn’t confirm destination of baggage..............................................................................
Doesn’t print and return boarding card..............................................................................
Doesn’t give correct boarding time......................................................................................
Fails to give full directions....................................................................................................
Fails to conclude transaction................................................................................................

Post-test checks (Both passengers)

Businessperson First time flyer
No. of mistakes on security....................................... ......................... .......................
No. of mistakes in format ......................................... ......................... .......................
No. of mistakes in baggage labelling ....................... ......................... .......................
Old labels not removed............................................. ......................... .......................
No. of mistakes on boarding card............................ ......................... .......................

Overall rating – Procedures Please ring ONE category

A. Candidate demonstrated an excellent grasp of procedures, and could be expected
to have no difficulty in picking up the procedural elements of the job.
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B. Candidate was able to pick up and carry out most of the procedures, and could be
expected to do well in the procedural parts of the job.

C. Candidate showed an adequate grasp of procedures, and could be expected to
become competent at this part of the job in a reasonable time.

D. Candidate had some difficulties with the procedures, and could be expected to
require extra help in learning this part of the job.

E. Candidates showed a poor grasp of the procedures required, and could be expected
to have major problems in learning this aspect of the job.

Social skills

Continuous:
Looks at passenger ................................................................................................................
Smiles .....................................................................................................................................
Uses name..............................................................................................................................
Thanks....................................................................................................................................
Flags intention.......................................................................................................................

Response to conversation:
Active response to – passport ...............................................................................................

handbag...............................................................................................
first flight .............................................................................................
relative .................................................................................................
didn’t catch that..................................................................................

Directions:
Pauses between pieces of information.................................................................................
Checks understanding ..........................................................................................................
Initiative .................................................................................................................................

Trainability:
Based on the response to the training you have given, if it was necessary to change the
way in which this person dealt with people, would you expect him/her to be adaptable
or resistant to change?

Very adaptable.......... Quite adaptable .......... Some resistance......... Resistant ..........

Overall rating – Social skills

A. Candidates showed a friendly, natural approach and achieved a good rapport with
the passengers. The assessor would expect him/her to be easily trained, and to
achieve a high standard of performance in handing passengers in a short time.

B. Candidate showed a friendly approach to the passengers. The assessor would expect
him/her to learn the social parts of the job quite quickly, and to reach a good 
standard.
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The learning organization

In recent years the degree of change in organizations has encouraged
the view that organizational change through continuous learning is
necessary for organizations to survive. This is well expressed in Peter
Senge’s (1990) book, The Fifth Discipline, in which he suggests that learn-
ing organizations are those that know how to make use of five ‘compon-
ent technologies’, these being:

1 Systems thinking : the notion developed in this book of a sys-
temic approach to learning, seeing the whole as well as the
relationships between the parts of the system.

2 Personal mastery: ‘continuously clarifying and deepening our
personal vision’ using our energy to develop ourselves.

3 Mental models: challenging the stereotypes and mental maps
that managers carry around with them.

4 Building shared vision: leadership through communicating vision
and values.

5 Team learning : encouraging team members to think together,
through dialogue, using teams as the main learning unit.

Management development is frequently one plank in the change plat-
form, and the notion of continuous development, aimed especially at
improving employees through personal development, has gained
ground. The two classic management development strategies for deal-
ing with discontinuous, unpredictable change are personal develop-
ment and action learning. Management development strategies are
therefore now integral to change strategies, the argument being that
the pace of change is so rapid that employees need to be highly adap-
tive, intelligent and educated so that they will know how to learn and

C. Candidate had a pleasant manner with passengers. The assessor would expect
him/her to be trainable, and to attain a competent level of performance in hand-
ling passengers in a reasonable time.

D. Candidate showed a cool manner to passengers. Assessor would expect some diffi-
culty in training him/her to an acceptable level of performance in the social aspects
of the job.

E. Candidate showed an off-putting manner to passengers. The assessor would not
expect him/her to be able to acquire the social skills needed to handle passengers
at the standard required.
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will be prepared to go through retraining or re-educational pro-
grammes many times in their working lives. This is also consistent, when
applied as a principle throughout the organization, with the notion of
empowerment – devolving responsibility to work teams and to individuals.

This is the point where management and employee development links
into organization development (OD) (Figure 12.1). OD programmes
require people throughout the organization to change their behaviours.
The process for doing so might embrace a range of ‘interventions’ or
activities. Among these, ‘evaluative inquiry’ is a method by which employ-
ees become involved in the change as active participants in creating the
new structures, or roles as they are produced.

‘Evaluative inquiry is a means for fostering individual and team
learning about complex organizational issues’ (Preskill and Torres,
1999, p. 17). Relationships between people in the project or learning
teams assist in the transfer of knowledge and, as they share their learning,
the organization itself changes and learns. Evaluative inquiry necessar-
ily requires discussion and reflection, and joint working on problems.
A feature of the approach is a focus on the team processes from which
learning also comes.

Management development

There are some special features of development for managers which
warrant a separate mention. Management development has grown as
an activity with the growth in the number of managerial, professional
and administrative roles. Management education, in the form of MBA
and Doctor of Business Administration (DBA), is expanding rapidly. In
addition, organizations see a benefit in the creation of tailor-made pro-
grammes delivered either in-house or at a training centre, in a business
school, etc. The benefits from these in-company courses include the

Create climate/culture to
sustain change

Need to:

Provide for
continuous

learning

Develop people as
the business grows

Link into OD strategy
on structure and culture

Figure 12.1
Management and

employee
development

strategies and OD

H6795-Ch12.qxd  4/4/06  8:43 AM  Page 223



tailored materials with case studies and exercises from their own com-
pany, or from the same industry sector, and real time issues for the
course delegates to work on. Alongside this expansion in management
education needs, a more European or US focus to training is often
sought. International experience for employees could be acquired
through being moved around the overseas offices, or through taking a
largely internationally organized programme (e.g. in the USA or at
European business schools, or at INSEAD).

The other way management development is changing is through a
concentration on personal development. Skills training is easier to jus-
tify, and so although such courses may be ostensibly about developing
skills, in practice there may be deep level work taking place using psy-
chometric or occupational psychology resources. Personal style and
individual behaviour are now seen to have an impact on performance
which legitimizes personal development interventions. These pro-
grammes not only provide skills and techniques but also confidence,
and MBA style courses assist in the person’s attempt to set up their own
network. Networks are very important at the top (a potential disadvan-
tage to recruiting outside people into a senior level) where the internal
networks as well as the external networks are often integral to business
success. Team building at a top level draws on the interpersonal rela-
tionships and how to make them productive.

Coaching as a technique has become extremely popular, this being
consistent with the focus on personal development skills and perform-
ance issues. The business coach role requires an external coach, but in
other aspects of life, internal coaches could perform equally well.

Succession planning

We discussed career planning in the last chapter. Succession planning
may be seen as part of the career management system. Rather than
identify specific individuals and develop them from particular posts, the
more effective method is to develop a pool of talent with appropriate
skills and to provide them with the experience to be suitable candidates
when a vacancy arises. In this way, the company is not reliant upon one
person, who may leave at a time when it is not convenient. However, if
members of the pool are able and prepared to move, they will also be
targets for head-hunters, and may well not be around at the critical
time. The hope is that at least some will survive to take on senior roles.

In preparation it is sometimes possible to give them roles ‘acting up’ to
the next level, or on projects for the Board, or for them to take on high
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profile roles in turning around a subsidiary for example, so that there is
both a chance to see how they perform at the top level and to give them
experience and interesting challenges in advance of their promotion.

Learning theory

There is an argument that instead of emphasizing training, in HR, 
we should emphasize learning. The move towards action learning
approaches is one sign of this.

Since training is essentially a learning process, all those who are in
any way involved in training need to have an understanding of learn-
ing. Because learning is a continuous human activity, it has always
occupied an important position in psychological studies. The main
questions to be discussed are: what is learning and how do people
learn? There is a general consensus about the first question, but much
more debate about the second.

Learning may be defined as a more or less permanent change in
behaviour, which occurs as a result of the influence of external, envir-
onmental stimuli on the inherent, genetic disposition of the individ-
ual. In the context of training it is useful to consider learning and
behavioural change in terms of knowledge, skills and attitudes needed
for effective performance. In formal learning situations this change is
demonstrated and assessed by examinations or tests. In everyday life it
is ascertained by observable changes in behaviour patterns, e.g. an
employee without commitment demonstrating through behaviour
that he or she is now hard-working and conscientious. Since training is
directed towards the effective performance of work, ultimately this is
the point where learning or behavioural change really matters and
needs to be demonstrated. There is no point in such changes being
shown at the end of a training course if they are not transferred into
observable changes in practice in real work.

How people learn has been the subject of continuing discussion and
some controversy for many decades. Much of the evidence leads to 
the conclusion that mostly we learn from experience. Kolb’s (1974)
learning cycle (Figure 12.2) suggests a cyclical process of continuous
learning.

Figure 12.2 demonstrates the role of experience in learning where we
generalize from our experience and experiment with new ideas as a con-
sequence of what we have learned, taking into account the feedback we
have received from significant others. The challenge for development
processes is to find ways of creating learning environments where new
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behaviours can be tested, and where there is assistance with observa-
tion and reflection to facilitate the learning process.

From the theories, it is possible to distil some basic, simple, general
truths about learning which are fundamentally important to those
responsible for the design and provision of training, which we can
summarize as follows:

1 People must be motivated to learn. They must see a beneficial
outcome for themselves. They must see how training could
help them to perform their work effectively. They must see a
personal need for this to happen and to accept the methods
chosen to achieve the training objectives.

2 Feedback is important to motivational and learning progress.
People need to have feedback on their learning achievement.

3 Because learning depends on motivation, it is essentially an
individual process. People will learn if they want to, in their
own preferred ways and at their own pace, depending on a
variety of genetic and environmental factors.

4 People learn from experience, therefore from example and
by imitation. As a consequence, they may demonstrate behav-
iour that could be regarded as socially unacceptable or not con-
ducive to the effective performance of work. In other words,
people may easily acquire bad habits and practices and regard
these as good.

5 Learning can only take place through the human senses. All
senses may contribute to the learning process, but the visual is
the most powerful and, to a lesser degree, the auditory.

Concrete
experience

Observation
and reflection

Testing new
behaviours

Formation of
concepts and
generalizationFigure 12.2

Kolb’s learning cycle
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What implications does the individual orientation of the learning
process have for trainers?

1 Training is a learner- and not a trainer-orientated process.
2 The trainer is essentially a catalyst in the learning process. As

Galileo is reputed to have said, ‘You cannot teach people any-
thing. You can only help them to learn’.

3 In the practice of training, trainers need, therefore, to:
(a) Show why people need to learn certain things, how it will

help them, how their learning fits into a total picture and the
relationship of parts to a whole (e.g. the rationale of a whole
training programme and of a single subject in a course)

(b) Make training as experiential and active as possible, i.e.
using real work as the learning medium, or methods that
relate to real work as closely as possible

(c) See that people learn from good examples and practice as
far as possible

(d) Use an imaginative approach, involving interesting, varied
and stimulating methods for learning, supported by help-
ful audio-visual and similar aids

(e) Be interesting and stimulating themselves through their
own presentational skills

(f) Structure learning so that people have regular assess-
ments of their performance and achievement. Although
tests are an obvious means of providing feedback, they
can be given informally by the skilful choice of participa-
tive, active methods, video recordings of the exercise, with
feedback for the participants, for example.

The design and provision of 
needs related training

This question is the second stage of the problem-solving process. The
first stage was diagnostic, i.e. to determine what the needs are. The 
second stage is prescriptive, i.e. to decide what action is most likely to
meet the identified needs. This requires generating and analysing a
range of options in the light of objectives to be achieved and the eco-
nomic use of available resources. As we have already seen, options avail-
able to meet the requirements of work, i.e. to fill the performance gap,
could well cover a wide range, and training is only one of these possi-
bilities. When training is the selected option, the same problem-solving
principle applies – the next step is to determine in detail what form of
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training is most likely to meet identified requirements cost effectively.
In the light of a broad interpretation of training, the range of possible
options is wide. Making these choices raises questions such as who should
provide training, of what kind, where and by what methods. The answers
to all of these questions will be determined by training objectives.

Training or learning objectives

Producing clear objectives is crucially important to the design and pro-
vision of cost-effective training. In general, sound objectives should
specify what learning trainees should be able to demonstrate by the
end of training. If objectives do not provide this criterion, how can
trainers and the trainees themselves assess whether the required learn-
ing has been achieved or not?

Learning objectives should meet the following criteria. Objectives
should be:

1 Expressed in learner-oriented terms, e.g. ‘By the end of the
programme trainees should be able to demonstrate specified
knowledge and skills’.

2 As specific as possible about performance, standards required
and attendant conditions, e.g. ‘By the end of the course, the
manager will be able to use the computer to prepare spread
sheets to create a project plan showing all the main stages in
the plan accurately’.

3 As measurable as possible and capable of achievement in the
time allowed for training.

4 Expressed in language that clearly states what the trainees
have to do.

Learning objectives that fail to meet these criteria are still regularly
seen in published training programmes. For example, an objective for
a management course might be expressed in something like these
terms: ‘To familiarize students with the principles of effective manage-
ment’. In no way could any objective such as this be used as a criterion
for measuring learning achievement. If the objective had said ‘By the
end of programme students should be able to define the principles of
effective management and support their answers with real examples
drawn from practice and personal experience’, the assessment of
learning is then possible.

In fairness, it has to be said that it is much easier to produce object-
ives that enable learning achievement to be confidently assessed for
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some training subjects than it is for others. It is a relatively straightfor-
ward task to define objectives in measurable terms for specific activities
such as computing skills, driving, flying, playing instruments, carpen-
try, plumbing, and cooking. It is much more difficult with a subject
such as management. The task is simpler for specific managerial activ-
ities such as chairing meetings and interviewing. Here the criteria for
effective performance can be reflected in the training objectives and
used to measure learning achievement. The solution to more abstruse
topics is therefore to break the topic down into separate objectives,
parts of the topic, and to measure these.

Once training objectives have been defined, it is possible to address
the next stage in the process and to consider questions such as: who
will provide the training? What form will it take? What will be the con-
tents? Where will it be held? What methods will be used?

Training designers and providers

The theory that training should be viewed as an integral part of work,
requiring the involvement and collaboration of all employees, leads to
the logical conclusion that training concerns all the staff of an organiza-
tion. Organizational staff may be involved in providing training in a var-
iety of ways, e.g. managers or their deputies, who provide or supervise
on-the-job training, coaching or open and distance methods at the work-
place, or management development advisers, who give formal presenta-
tions, and facilitate learning at training centres or assist line managers in
the design, provision and supervision of training at the workplace.

It is generally claimed that full-time training or teaching requires
particular qualifications, especially in communication skills. This is
undoubtedly true, but it also needs to be said that, essentially, there is
no significant difference between the requirements for effectiveness in
managers and in trainers. Both require the ability to identify, pursue
and achieve work-related objectives, to manage human and material
resources and time, and to show qualities of leadership and interper-
sonal, communication skills and presentation skills. The fundamental
requirements are the same. The particular techniques can be learned
by trainer-training and experience.

Very considerable benefits may be gained from a policy of exchan-
ging staff between operational and training duties. Traditionally, the
training of trainers has been directed almost exclusively to permanent
training staff. But, if the need for employing managers, HR managers
and other staff in training roles is accepted and practised, then clearly
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they, too, should be trained for these tasks and given some basic train-
ing in the principles and practice of the SAT, in the use of various
learning methods and in instructional and presentational skills. How
can the integrated work and training systems be effective unless all
concerned share the same philosophy, speak the same language and
apply the same principles in practice?

Training methods and locations

Training methods and locations can be discussed under three broad
headings, i.e. training at the workplace, training at organizational or
external centres (off-job training) and a combination of training at the
workplace and training centres. The choice will be determined by
whatever is assessed as most likely to achieve the objectives of training
and work by the most cost-effective means.

Training at the workplace

Training at the workplace may take a variety of forms. In its very broad-
est sense it may be identified with career development and the acquisi-
tion of required knowledge, skills and attitudes from the continuous
experience and opportunities provided by work itself. Here, the HR
department has the key role in the supervision and direction of career
paths to enable employees to widen their horizons and to develop their
capabilities to assume wider responsibilities for the future. Line man-
agers also obviously have the main responsibility for training their own
staff at the workplace. They may do this in the course of normal work
by delegation, job rotation, attachments and visits to related work
units, placing individuals under the tutelage of selected, experienced
employees or by the use of formal workplace methods such as coach-
ing and e-learning.

In recent times, as a result of the ever-increasing emphasis on cost
effectiveness, there has been a noticeable tendency for much of the
training that was formerly given at training centres to be now carried out
at the workplace. The rapid development of e-learning, which is now
used to accompany many of the traditional methods, means new ideas,
new technologies, processes and information of all kinds are available.
To the generation now taking up work roles, the use of the Internet, or
a corporate intranet, is routine. Training roles include the creation and
design of e-learning materials and trainers are tending to be increasingly
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employed as consultants to local managers in the design and provision
of training at the workplace and less in their traditional presentational
and instructional roles. The cost effectiveness of this approach has
already been demonstrated by a number of organizations in terms of sav-
ing the very high costs of central training and in improved performance.

Off-job training

Most people are familiar with formal methods of training centres and
many organizations use centres or hire hotel and conference accom-
modation for central events. Here the training is conducted by full-
time staff, assisted as necessary by occasional lecturers and tutors.
Trainers usually work in groups, and the methods commonly employed
are lectures, discussion groups, case studies, simulation, role-play and
exercises of various kinds, supported by multimedia presentations,
PowerPoint projections and other audio-visual aids. Training usually
covers subjects where needs are identified that are common to groups
of employees of similar grades or jobs. The choice of methods and
locations must be determined by the criterion of cost effectiveness.

While centrally based training is costly and requires people to leave
their places of work, it is necessary and essential for some forms of
learning, especially in managerial and related subjects. Here people
need to work in groups and to learn from each other in a residential
setting. Just as line managers need the assistance of central trainers to
plan local programmes, so the central trainers must design central
training in collaboration with line managers to ensure that it provides
what they and their staff need for effective performance of work.

Combining workplace and central methods

The drive for cost effectiveness, the widespread use of the systems
approach and e-learning have added a new dimension to the design
and provision of training. The combination of workplace and central
methods of training, broadly speaking, takes two forms: a series of
modules; and open and distance learning methods.

The use of a series of modules has proved to be a very effective
means of providing training for complete subjects such as manage-
ment and training of trainers. Instead of cramming training into a few
weeks, the subject is broken down into component subjects. Thus, a
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course on management might comprise the following modules: market-
ing; strategy; operations management; project management; problem-
solving and decision-making; time management; human aspects of
management; interpersonal skills of management; financial manage-
ment; summary.

Open and distance methods of learning are familiar to most people
through correspondence courses and the Open University. Learning
material, consisting of textbooks, DVDs and computer programs, is
centrally produced by trainers and trainees study at the workplace, at
home or at the training centre itself. Here again, progress is supervised
by training staff and line managers who can monitor progress centrally
and use feedback and ‘chat rooms’ in the programme. In recent times,
these methods have been used with conspicuous success in cost-effective
terms in both the public and private sectors. By combining learning
through seminars and interpersonal skills courses with e-learning
(what is sometimes called ‘blended learning’) there is the best of both
worlds. This combination approach to training has a number of poten-
tially significant advantages:

1 It uses the advantages of the individually oriented workplace
and the group-oriented central training methods.

2 It is very flexible.
3 There is no pressure to cram learning into a short period of

time because of the demands of work or the costs of central
training. Training can be extended as long as is necessary, e.g.
over several months, to cover subjects in the required depth
and breadth.

4 There is a continuing achievement-oriented partnership
between line managers, trainees and central trainers.

5 The crucial importance of line management and the integra-
tion of work and learning is very apparent.

6 When training is extended over longer periods and is directly
work oriented, the assessment of learning achievement is
more valid.

7 It is especially useful for management training, which can
never be satisfactorily encompassed by short central courses.

8 It is likely to be more cost effective than other methods.

Assessing the cost effectiveness of training

Assessing how far the investment in training has been worthwhile is the
‘bottom line’ of the SAT. The main question is, has training had the
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effects on individual and corporate performances that it was intended
to have?

Evaluating training is notoriously difficult. This is especially true of
management development, where outcomes are less easy to deter-
mine. There are a number of principles we should follow in evaluating
any training or development activity. Following the ideas of Hesseling
(1966), we need to be aware of the different stakeholders in the organ-
ization and to evaluate the effects of training and development in
terms of the outcomes for participants, managers, staff, customers and
any other groups who are involved. Similarly, we should not just evalu-
ate the development or training process (so often evaluated by the ‘happy
sheets’ – the responses from trainees at the end of the programme),
but also we should evaluate the content and the objectives of the devel-
opment, or training (Tyson and Ward, 2004).

Data sources include:

■ questionnaires to participants and their managers
■ 360-degree feedback before and after the events (i.e. over a

one-year period at least) showing any improvements
■ surveys of morale, climate, attitudes with appropriate ques-

tions (again before and after, over a one-year period)
■ data on improvements, changes to output, service quality or

similar performance data before and after
■ tests-examinations of trainees at the end of programmes and

later to evaluate learning retention
■ interviews with trainees, their managers, and their staff and

customers, to judge what improvements have been achieved.

A form of triangulation of the data is to be recommended, with several
independent data sources used to confirm any changes.

When trainees return to their work on the completion of a central
training course, there also needs to be a constructive, systematic dis-
cussion with their line managers. The main purpose of this discussion
is to ascertain the trainees’ views of training, but especially to plan how
line managers may help their staff to develop, through their jobs, the
knowledge and skills that they have acquired in training. It is a very
demotivating experience for trainees to return to work from a central
or external training course with an awareness of their needs for
improvement, and stimulated to put their new learning into practice,
only to be ignored and sometimes even discouraged by the attitudes of
their line managers.

The second stage in the assessment of training effectiveness for indi-
viduals after a lapse of time is the ultimate verdict. It is very easy after a
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lapse of time, when people are caught up once more in the toils of work,
to forget about recent training. A formal system is essential, therefore, to
impose the necessary discipline for action and to standardize organiza-
tion practice. This assessment is of particular concern to line managers
and ex-trainees, and should be automatically included in a formal
scheme for performance appraisal. When the training is provided cen-
trally or externally it is also very important for the training staff to receive
feedback. The questions to which answers are needed are:

1 How far has training met the specific needs of work for which
it was designed?

2 What changes need to be made, if any, in future training, i.e.:
(a) Was any material included that has subsequently proved

to be of limited or no value?
(b) Was any material omitted that has subsequently proved

necessary?
(c) How appropriate were the training methods for learning

purposes?

There is a very important postscript that has to be made to the discus-
sion of the final stage of assessment. Judgements can only be made after
a lapse of time, when line managers and former trainees have gained
some perspective about work performance after training. However, the
fact that a lapse of time is necessary at once eliminates the possibility of
a pure assessment. In the interval between the end of training and the
point of assessment other influences will inevitably affect work per-
formance for better or worse, e.g. personal problems, managerial styles,
working methods and conditions. There are many factors both inside
and outside work, some hidden from view and not measurable, which
may affect behaviour. The influence of training over a period of time
cannot, therefore, be isolated as a single measurable factor.

Finally, it is necessary to estimate the cost effectiveness of training
from an organizational point of view and whether the investment of
human and material resources made a justifiable contribution to the
achievement of organizational aims and objectives.

The problems of assessing the effectiveness of training become even
more complicated at organizational level. A whole range of factors may
contribute to an organization’s success or failure. The admitted diffi-
culties of organizational assessment cannot be an excuse for neglect-
ing or avoiding making the best possible attempt. As always, since
sound judgements can only be made if criteria have first been defined,
each organization must decide for itself what the appropriate criteria
for assessing the cost effectiveness should be and what evidence should
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be acquired. The kinds of criteria that might be used, for example, are
productivity, profits, customer satisfaction, levels of complaints, labour
turnover, accident rates, mistakes at work, wastage of materials.

The ultimate responsibility for providing and assessing cost-effective
training rests with management, and especially with senior manage-
ment responsible for central direction of policy and practice.

The central direction of training

Because training permeates the whole organization and is related
directly to all its main functions, the central direction of training must
involve the collaboration of senior representatives of the organiza-
tion’s central staff, i.e. operations, finance, HR and training. The
details are a matter for each organization to decide for itself. The daily
supervision of training should be the responsibility of either the dir-
ector of HR or the director of training, depending on whether these are
separate but interrelated departments, or whether the training func-
tion is located as a subunit of the HR department, in which the dir-
ector of training reports to the director of HR. Whatever form central
direction may take, the general responsibilities for the staff concerned
may be defined as follows:

1 To formulate and publish policy and plans for training (see
Example 12.2).

2 To provide the people and material resources needed.
3 To set up all the formal apparatus needed to make the SAT

work effectively, i.e. formal systems for:
(a) identifying work-related training needs
(b) designing work-related training to meet identified needs
(c) assessing the effectiveness of training in terms of training

objectives and actual work performance.
4 To define the responsibilities of all staff responsible for imple-

menting these systems, i.e. line managers, HR and training
staff and individual employees.

5 To prescribe all the formal communication methods needed
for the effective functioning of these systems in practice, i.e.
scheduled meetings, interviews, forms, questionnaires, etc.

6 To coordinate the training work of the various subunits of the
organization.

7 To act as a focal point for the exchange and dissemination of
ideas about training design and provision throughout the
organization.
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Example 12.2: Statement of training policy
The effective management of training requires central control, the collaboration of all
the component divisions of the organization who share the available resources, a spe-
cific structure and the detailed provisions necessary for an effective system.

The necessary central control will be achieved by:

1 A central training committee (CTC), comprising the heads of all component 
divisions.

2 A director of training.

The CTC should meet regularly (e.g. every six months) and at any other time as neces-
sary. The purpose of its meetings will be to:

1 Issue and revise training policy and practices.
2 Plan, approve and control a training budget for the allocation of available

resources.
3 Set up and monitor the various functions essential to the effectiveness of the system,

e.g. human resource planning to determine quantity and quality of staff needed to
fulfil the organization’s functions and purposes, job analysis to define requirements
for individual effective performance and performance appraisal to identify training
needs and assess effectiveness of training recently provided.

8 To act as a link with the external world of training and to bring
new ideas into the organization to improve cost effectiveness.

9 To monitor the effective functioning of the SAT and the cost
effectiveness of training in the organization.

Training policy

The statement of training policy is a key document. It describes how
cost-effective training is to be achieved by means of central control and
the application of the SAT in practice. Example 12.2 indicates broad
outlines. The statement would need to be adapted to suit the specific
requirements of various organizations. Training makes a vital contri-
bution to the development of the organization’s human resources and
hence to the achievement of its aims and objectives. To achieve its pur-
pose, training needs to be effectively managed so that the right train-
ing is given to the right people in the right form at the right time and
at the right costs.
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4 Ensure close collaboration between all component divisions in the design and pro-
vision of training so that useful views and ideas are regularly exchanged and waste-
ful duplication is avoided.

5 Take reports from the director of training on the effectiveness of the system and to
consider any proposals for change.

6 Monitor the total cost effectiveness of the training system.

The director of training has a delegated responsibility from the CTC for:

1 Implementing its policy and supervising the effectiveness of the system and report-
ing to the CTC.

2 Establishing the means for organizing training on the basis of the systems approach,
i.e. identifying work-related needs; designing and providing needs-related train-
ing; assessing the ultimate cost effectiveness of training; initiating any necessary
changes.

3 Monitoring the cost effectiveness of the training system.
4 Liaising with external training organizations and activities to keep abreast of cur-

rent developments and practices in order to introduce any beneficial innovations
into the organization’s training practices.

5 Providing all central training courses (e.g. management, training of trainers) iden-
tified as necessary for groups of employees.

Line managers at all levels are responsible for the effective training of their staffs, i.e.
for identifying their needs and for ensuring that they are given the training they need
by the most cost-effective means (at the workplace, by attendance at courses internal
and external or by other means such as open and distance methods).

Line managers and training staff are to collaborate continually to ensure that the aim
of the training policy is achieved:

1 In the design and provision of needs-related training.
2 In the assessment of the effectiveness of training provided.

To achieve this purpose, the director of training will set up and supervise the neces-
sary apparatus so that the required collaboration between line managers and train-
ing staff may be effective in practice (e.g. consultations, meetings, conferences, 
questionnaires).

Figure 12.3 summarizes the main elements of a training system.
All staff involved in any way in training activities (training staff, line managers, occa-

sional speakers and tutors, training support staff) are to be trained in the knowledge
and skills required for the effective design and provision of training. This training will
be provided and supervised by the director of training.
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Establish formal methods for defining and
measuring effectiveness of performance of work

Use these as bases for
identifying training needs

Design training to meet identified work needs,
i.e. specify training objectives, design contents

and methods by most cost-effective means

Assess training effectiveness (i.e. achievement
of training objectives, ultimate effect on actual
work performance by formal methods at end

of training and by performance appraisal)

Establish central control unit
(senior management)

Make required amendments throughout the system

Figure 12.3
Summary of the

main elements of
a training system

Questions
1 Define training and the main consequences that arise from the definition.
2 What is meant by the systems approach to training?
3 What are the responsibilities of central senior staff?
4 What does the identification of training needs entail?
5 How does learning theory affect the design and provision of training?
6 What should training objectives attempt to achieve?
7 Who may be responsible for training?
8 What are the various forms that training may take in terms of methods and locations?
9 How may the effectiveness of training be assessed?

10 Comment on the British Aerospace BEST OD and management development pro-
gramme objectives (see the following case study).
(a) How would you seek to incorporate a systems approach to development to meet

the needs expressed here?
(b) What kinds of development activities would in your opinion be most suitable to

meet these needs?
(c) How can you integrate HR policies such as 360-degree feedback and the identi-

fication of potential into such a programme?
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Case study: British Aerospace’s BEST 
programme

BEST is the name given to the programme aimed at developing the
1500 executive group members of British Aerospace (BAe). A modular
programme, it combines skills development with problem solving tech-
niques, using the competency framework, in such areas as leadership,
transnational analysis, role modelling, case studies.

The objectives, expressed through the BAe values are as follows.

Innovation and training

BEST delegates will:

■ encourage a flow of new ideas
■ create opportunities and environments for creativity
■ challenge accepted ways of doing things
■ implement ideas which benefit the business
■ champion new applications of technology which meet cus-

tomer needs.

People

BEST delegates actively develop the BAe leadership competences,
including:

■ providing clear direction
■ focusing on customers
■ knowing BAe and its products
■ promoting teamwork and encouraging two-way communication
■ developing and coaching, motivating and supporting
■ demonstrating drive and commitment
■ innovating and solving problems.

Customers

BEST delegates will lead their teams in:

■ providing the best quality service to both internal and exter-
nal customers
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■ responding quickly to changing customer requirements
■ building strong relationships
■ measuring customer satisfaction
■ responding constructively to complaints.

Partnerships

To help BEST delegates:

■ create long-term relationships with partners based on trust
■ share information within BAe, and with customers, suppliers,

distributors and industrial partners
■ overcome barriers to sharing information between business

units
■ cooperate with others to develop products and services, elim-

inating the ‘not invented here’ syndrome.

In addition to the variety of learning methods suited to developing
these attitudes and behaviour changes, there were also a 360-degree
feedback technique and personal development plans to reinforce
defined desirable behaviours, and a team-based value planning system.
The teams use a value planning workbook, and a network of coaches to
help them interpret and understand the values, in their everyday work.
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P A R T  F I V E

Rewards

This part of the book is devoted to the study of the central issue of
rewards.

Some years have passed since the concept of the ‘New Pay’ gained
currency. The ideology of the ‘New Pay’ is now accepted wisdom.
Rewards are seen to be of strategic importance with the overriding
principle that the policy for total rewards, including recognition, ben-
efits and the psychological contract, should be aligned to corporate
goals, with a clear line of sight from the individual’s actions to the
rewards for achieving these goals. The removal of bureaucratic reward
structures and the predominance of the marketplace in the thinking
on compensation and benefits produce an apparent simplification.
However, the theories of motivation outlined in Chapter 1 exhibited
the complexity of reasons for working. The theory we considered by
Porter and Lawler gives full weight to the different values that individ-
uals place on rewards. Their model suggests that employees calculate
the amount of effort required and the probabilities that the accom-
plishment of the task will result in the achievement of rewards and sat-
isfactions. Since the calculation of these probabilities is influenced by
the individual’s expectations about his or her role in the organization,
he or she is likely to have preconceived notions of the relative worth of
different jobs and will also match his or her own values against the
norms of the organization he or she joins.

It is of prime importance, therefore, that managers understand how
to evaluate jobs and how to construct systems for rewarding people as
part of their employee relations strategy.

The starting point for the manager is to design reward systems that
take into account relativities that represent the philosophy of manage-
ment and the organization strategy that the organization has decided
to adopt. There is then a need to control the wage and salary policies
by systems that are flexible and responsive to the marketplace and that
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grant a place to the interest groups – managers and unions – who want
to be represented. The HR policies that form the general conditions of
service are also related issues, since they contribute so much to the
organization’s culture and the individual’s sense of well-being. In the
following chapters we will look at job evaluation in its many forms, at
how to design pay systems and at salary administration. Finally, we will
make an assessment of the policies on the broad conditions of service,
such as hours and pensions, which are fundamental to the employment
relationship and which create the basis for the employment contract.
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C H A P T E R

Job evaluation
13

In this chapter we are concerned with the question: how can the dif-
ferent forms of pay be developed for the organization’s economic effi-
ciency? This leads us to look at job evaluation as a prerequisite of any
reward structure.

Definition

The purpose of job evaluation techniques is to measure the relative
worth of jobs so that the relationship between the jobs can be expressed
in salary and wage scales, based on a logical, ordered system. ‘Job eval-
uation’ is a term used in a general way for a number of techniques that
are in different forms. These techniques entail analysing and assessing
the content of jobs so that they may be classified in an order relating to
one another and to the marketplace.

Common features of job 
evaluation techniques

1 Job evaluation is concerned with differences in the work itself,
not in differences that are found between people.

2 Reference is made to the ‘content’ of the job, i.e. what the
work consists of, what is being done, what skills are deployed
and the actions that are performed. This is normally dis-
covered by job analysis.

3 There are predetermined criteria, or factors, against which
each job is measured. These may be descriptions of the whole
job, or of its component parts.

4 The practice of involving those who are to be subject to the job
evaluation at an early stage helps to ensure both accuracy in
job analysis and a commitment to the job evaluation scheme.
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5 The outcome of a job evaluation should be wage and salary
scales covering the range of evaluated jobs.

6 All systems need regular review and updating, and have to be
flexible enough to be of use for different kinds of work, so
that new jobs can be accommodated.

What do we mean by the word ‘job’?

This may seem to be a silly question to ask, but we must remember that
‘jobs’ have no physical bounded existence. There is no way of ‘seeing’
or using any of our senses to comprehend the ‘whole’ of a job. The
idea of ‘job’ is an analytical one – it enables us to describe a set of
actions that are associated with the execution of a range of tasks.
‘Tasks’ consist of a number of elements that are actions (i.e. intended
behaviours) that are both observable and measurable. In thinking of
tasks we have to think of people performing them, and therefore the
major difficulty experienced by the job analyst who wishes to describe
a ‘job’ is to be able to divorce the essential nature of the job from the
people performing the job.

Jobs are now often regarded as less important than the skills and
competences employees possess, which can be used competitively in a
number of ways. In this flexible world, the apparent bureaucracy of job
evaluation sits uneasily with its emphasis on job descriptions and pro-
cedure. People often now work in teams, in matrix structures where
accountability is spread between posts. Organizations change quickly,
putting demands for flexibility on all roles. Job evaluation, however, is
a process, not a single technique, and can be applied in any work situ-
ation where it is necessary to have a rational basis for rewards.

Problems of measurement

As people are at the centre of all ‘jobs’, either in the perceptions of
others or in the written descriptions of jobs deriving from observations
of how they are done, the evaluation is of human activity, not of some
kind of impersonal act. This is our first problem of measurement. It is
the problem of the inherent subjectivity contained in the discrimin-
atory judgements of the work of others. Our second problem of meas-
urement emerges here also – because the criteria or benchmarks on
which evaluation will be made are based on aspects of human action.
We may illustrate this last point by thinking about the amount of dis-
cretion involved in any job. People seem to want to make choices about
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their work, and typically seek to extend the areas of discretion they
already possess. Even the most routine job contains choices – sometimes
about rest pauses, the amount of work or its quality. Even if, according
to the operator’s manual, the sequence and timing of actions are pre-
set, there are always other aspects of the total job (such as collecting
materials, reading drawings, talking to the supervisor) when the worker
can exercise some freedom of action.

Job evaluation requires the acceptance of the assumption that there
is sufficient typicality in the way the work is performed to make com-
parisons between groups of jobs worthwhile. The differences between
people and the consequences for the way the work is done may not be
significant. It is not until job evaluation has been undertaken that we
can see what the differences are. The changing activities of an organ-
ization have to be put into an ordered context for pay purposes.
Change emphasizes the need to conduct evaluation on a continuous
programme, to update rewards and keep the balance in our rewards in
the direction which best suits the organization’s objectives. The prob-
lems and advantages of job evaluation can be summarized as follows.

The problems of job evaluation

1 Schemes take time to establish and involve some formaliza-
tion of rules regarding job hierarchies.

2 The measures that are selected determine the outcome. The
decision of what to measure, therefore, partly preconditions
where the job is to be placed in the hierarchy of jobs that is
being constructed.

3 Job evaluation committees, where they exist to reconcile inter-
est groups, have to reach compromises over what is ‘politically’
acceptable within the organization. Trade-offs occur between
the interest groups.

4 Job evaluation introduces some rigidities into pay systems,
and reduces the opportunity for managers to exercise com-
plete discretion.

The advantages of job evaluation

1 Some form of evaluation is necessary to introduce rationality
into pay scales – enabling comparison to be made on an
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explicit basis. This reveals where the differences in rates are a
consequence of tradition or custom rather than for economic
reasons (see Chapter 22 on ‘equal value’ legislation). Here it
should be noted that pay equality may be claimed by women
or men if they are doing work of equal value as men or women,
even if they are performing a totally different job (e.g. cooks
(female), compared to carpenters (men)). The question is what
are the demands made on the worker, e.g. in terms of effort,
skill, knowledge. This means job evaluation factors must be
non-discriminatory and the weightings given to each factor
should be justifiable in relation to the importance to the job,
not due to historical or other precedents.

2 Any inherent bias in the process can be recognized, and partly
dealt with, by using committees to help in the evaluation, and
perhaps outside analysts to describe the jobs.

3 Job evaluation can be applied to different situations – it is a
process which can be adjusted to the requirements of the
organization (its size, the kind of work, etc.).

4 By involving employees at an early stage in establishing the
system, it is possible to draw on their own feelings of fairness
and their concepts of what should be rewarded, and to gain
their commitment to the reward system.

5 Job evaluation helps organizations to create salary structures
that can be compared with market rates.

6 Given the considerable sums of money in pay budgets, the
control of costs implied by job evaluation rules may be essen-
tial for business success.

7 Gender discrimination should be reduced, since the basis for
pay scales is made explicit and can be challenged under the
equal value legislation.

The argument that organizations want total flexibility is rather spuri-
ous. In reality, while there may be flexibility within some job families
(jobs which share common basic skills, purpose and activity), there is
little movement across job family boundaries, and specialization is still
regarded as very important where there are individual skills and com-
petences (e.g. the different hospital consultancy specialisms, camera
crew in television production, airline pilots, chefs). Job evaluation can,
therefore, be used to establish the benchmarks for job families, which
can then act as control points for other job family members, e.g. for
production jobs, clerical jobs, warehouse jobs, to cite three kinds of job
families.
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Computer-aided job evaluation (CAJE) can also remove much of the
bureaucracy and the time-consuming processes of comparison. There
are two ways in which CAJE can be used:

1 As a software system, giving a data management service (e.g.
in whole job ranking schemes).

2 As a rapid evaluation process, by computing the output from
completed questionnaires using predetermined criteria (e.g.
in a points rating scheme).

A job description and a person specification are essential first stages to
job evaluation. The procedure is the same as we described in Chapter 7,
the person specification being an outline of the qualifications, experi-
ence and other attributes needed to do a job. The person specification
should show the job factors. Both the description and the specification
should be summarized into a ‘job profile’, recording the responsibili-
ties, skills, competences – in other words, the factors on which the job
is to be evaluated.

Different kinds of job evaluation schemes

Broadly speaking, there are two main dimensions on which job evalu-
ation can be delineated: whether they are quantitative or qualitative in
the schemes’ treatment of job factors; and the extent to which they are
analytical of a job’s content.

A brief description of each of the most well-known schemes is given
below.

Whole job ranking

This is a non-quantitative and non-analytical method. It is a technique
in which jobs are placed in order of importance or value relative to
each other. The main guide is usually the amount of responsibility in
each job or the importance of the job to the organization. This method
looks at the whole job, not its component parts, and is concerned with
the rank order of jobs, not differences in any absolute sense.

The procedure to be followed is:

1 Benchmark jobs are identified. These are jobs that are ‘yard-
sticks’ or standards against which others can be compared.
They should be chosen because they are representative of job
requirements, and there should be no controversy about their
content, value or importance.
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2 The benchmark jobs should be drawn from various levels in
the organization.

3 Each job to be evaluated is compared with the benchmark job
and a judgement is made to determine its relationship with
the benchmark job.

4 As the number of ranked jobs increases, we can compare new
jobs with those that have already been ranked.

5 In large organizations, we can use ‘job families’, where there are
similarities, as finite populations: e.g. accounts department staff.

6 It may be easier from an administrative point of view to use a
computer program to make the comparisons.

7 A further refinement is the paired comparison method, where
each job is compared with all the others in turn until a con-
sensus is reached among the assessors on the ranking. This
should improve the reliability of the ranking, but the number
of comparisons increases exponentially (from 1225 compari-
sons for fifty jobs to 4950 paired comparisons for 100 jobs).

Generally, the whole job-ranking method is thought to be appropriate
for small organizations. There are problems in handling the number
of comparisons if the number of jobs is larger. It is also difficult to
choose benchmark jobs that do not have some flaw as yardsticks if a
number of different departments and specialisms are involved.

Classification or grading scheme

This is also a qualitative and non-analytical method. It is a centralized
approach that may best be seen as part of the design of the organiza-
tion to which it is applied.

This approach requires the examination of jobs in the light of pre-
determined definitions of the grades, as part of a planned organization
structure, where the level of work in each grade is founded on what is
thought to be appropriate functionally. New jobs are then compared
with the predefined grade descriptions to indicate the placing of the
job in a relationship with other graded jobs.

Assuming that the grading scheme is to be integrated with the design
of the organization, the following steps should take place:

1 The shape and size of the organization’s hierarchy has to be
determined. This becomes a question of how many levels there
should be in the hierarchy, and the span of control (the num-
bers reporting to each supervisor) at each level.
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2 The job hierarchy is divided into a number of grades, with
written definitions for each.

3 The definitive grade descriptions are associated by outside
analogues with appropriate pay rates, and effectively become
the benchmarks against which other jobs are graded.

4 The broad differences that management wish to apply are writ-
ten into the grade descriptions, often being in terms of the
level of skill or responsibility.

5 Jobs are fitted into the structure by evaluation committees, who
arrive at a consensus by comparing the ungraded jobs with the
grade descriptions.

There are similarities between whole job ranking and grading schemes,
in that jobs are taken as wholes. The hope with a classification system is
that it will produce a planned organization. There are benefits in the
approach for staffing, budgeting and career planning. However, there
are problems in making comparisons where an in-house scheme is used.
If the categories or grades contain a wide range of skills or job require-
ments, this reduces the usefulness in discriminating between jobs. Non-
analytical schemes are more likely to be discriminatory and fall foul of
the Equal Value regulations.

Points rating

The points rating technique entails the analysis and comparison of
jobs according to common factors, which are represented by a number
of points, the amount depending on the degree of each factor present.
Jobs are then placed in order of their total points rating. Pay is usually
determined by reference to benchmark jobs. Points rating is therefore
both a quantitative and an analytical technique.

The technique requires a number of steps that must be undertaken
with care:

1 ‘Job factors’ are discovered by an examination of the most
essential elements in the job. Job factors need to be present in
all the jobs to be evaluated. This is accomplished by taking a
significant sample of jobs for which complete job descriptions
and person specifications should be prepared. The factors
selected from the descriptions and specifications should be
those that are critical for differentiation between jobs.

2 The factors – categories such as ‘engineering knowledge’
required to do the job, or ‘physical effort’ – are sometimes
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taken to be at a broad level and can be termed ‘generic factors’.
There are then a number of specific subfactors that comprise
the ‘generic’ factor – for example ‘engineering knowledge’
could be broken down to different aspects of mechanical engi-
neering, or in the case of ‘physical effort’ the physical demands
can be qualified more precisely.

3 The subfactors should then be weighted according to the
degree of importance they have in each job. This is done by
dividing each subfactor into a number of ‘degrees’.

4 In order to resolve the problem of how to award points to each
factor, and degree, it is useful to begin by assuming that the
value of all factors present in any job will add up to 100 per
cent. The evaluation committee can then give relative values of
each factor in each benchmark job so that the generic factors
are given a percentage which totals 100 per cent, and each sub-
factor a percentage which adds up to 100 per cent of the
generic factor. The evaluation is of each subfactor, so that each
subfactor should be broken down into degrees. At this stage we
have an indication of the relative importance of each generic
factor and each subfactor. The number of degrees used should
not go beyond what is likely to be recognizable, up to five
degrees of a subfactor being the maximum for most purposes.
Definitions of each degree used for each subfactor are required.
The total number of points can be any figure, but the max-
imum number for all factors must add up to this total, and
therefore the number of points is dependent on the number
of factors, and evaluators should allow room for the maximum
combination of points. A typical total is 500 points.

Table 13.1 illustrates this part of the process.
Since ‘acquired skill and knowledge’ is rated relatively high

in the example in Table 13.1, and ‘training and previous expe-
rience’ is rated high in this, we may grant the highest degree of
this subfactor, 100 points, of the 500 points total possible (that
is, 40 per cent of 500 � 200, 50 per cent of 200 � 100). The
number of points in each degree can be an arithmetical or 
a geometric progression, and the subfactor’s degrees need 
definitions. For example, ‘Experience’:

1st degree (up to one month) 20 points
2nd degree (over one and up to four months) 40 points
3rd degree (over four months but less 60 points
than twelve)
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4th degree (twelve months to eighteen months) 80 points
5th degree (over eighteen months) 100 points

using an arithmetic progression.

5 A chart should then be drawn up, which shows the values for
each subfactor, broken down into degrees present, with clear,
agreed definitions of the subfactors and degrees.

6 Each job is then evaluated, preferably by a committee which
will arrive at a consensus on the total number of points for the
individual jobs being evaluated. Out of this the jobs may be
placed on a range or scale.

Although the points scheme may seem complicated, this technique has
been widely used in Britain and the USA since its invention in the 1920s.
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Generic factor Importance % Specific subfactors Importance % Maximum
points

Acquired skill and 40 Training and previous 50 100
knowledge experience

General reasoning 20 40
ability

Complexity of 20 40
process

Dexterity and motor 10 20
accuracy

Responsibilities and 30 For material 5 7.5
mental requirements equipment

Effect on other 40 60
operations

Attention needed to 40 60
orders

Alertness to details 10 15

Monotony 5 7.5

Physical requirements 20 Abnormal position 60 60

Abnormal effort 40 40

Conditions of work 10 Disagreeableness 90 45

Danger 10 5

Total 500

Table 13.1
Points rating scheme (the factors are drawn from the BIM ‘Job Evaluation’ Scheme)
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There are a number of variations on the method outlined here,
which indicates the flexibility of the points scheme. The use of points
should not be seen as a sign of scientific objectivity, as the points system
relies on judgements by evaluation committees. Nevertheless, the tech-
nique is useful in comparing many different jobs that contain the same
job factors, and has been developed into tailor-made schemes to fit the
specific requirements of companies.

Guide chart profile of Hay MSL limited (now Hay/McBer)

The guide chart profile method was developed by management con-
sultants Hay MSL Limited by using a factor comparison method, but it
has evolved into a variant of the points rating technique. The scheme
provides a total wage/salary package, and the widespread use of the
scheme globally permits direct comparisons with other organizations
to establish the market rate for particular jobs. A summary of some of
its main aspects shows the modus operandi.

Following the scheme’s extensive use, the consultants have identi-
fied three generic factors, and further subdivisions into subfactors. No
doubt there may be further adaptations to the scheme as it evolves.
The generic factors and subfactors are defined in Table 13.2.

Accountability and know-how are evaluated on a points scale with
varying degrees and problem-solving is shown as a percentage of the
know-how required for each job, the final results being converted into
a geometric scale of scores under the three generic factors.

Job profiles are produced to show the different aspects of each job,
under each of the factors, and help to reveal the relationship between
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Table 13.2
Guide chart profile factors

Accountability Dependent on the job’s purpose, which 
(a) Freedom to act should be related to the organization’s 
(b) Magnitude of accountability goals

Know-how
(a) Skill, education, training
(b) Breadth of knowledge, including 

planning, organizing, etc.

Problem-solving Dependent on frequency and importance 
(a) The ‘thinking environment’ of problems

(constraints)
(b) The ‘thinking challenge’ 

(how creative, routine, etc.)
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the required performance and the organization’s objectives, and show
where the main job demands are, whether in acting or advising.

There is a points value in a pattern of numbers for each factor,
depending upon a definition given in the guide chart, with 15 per cent
intervals in progression, this being the step change which indicates a sig-
nificant difference in job content. A judgement is made about the bal-
ance between each of the three factors in the job under consideration.

One of the benefits of this scheme is its recognition of the variable
nature of managerial jobs that cannot be classified without taking the
person specification into account in an individual way. However, although
the concept of accountability has a wide application, in practice the
method seems to be favoured in tackling the problems of white-collar
and executive rewards.

The HayXpert software can be used to conduct a benchmark evalu-
ation which is then a basis for the remaining jobs in the organization.

Hay believe that their scheme can be revised at middle to senior man-
agement levels to make more use of the Hay method’s capacity to pro-
vide a profile of a job’s ‘shape’, according to the level of the work and
the nature of the work. The levels they believe can be reduced to five
levels from ‘enterprise leadership’, ‘strategy formulation’, ‘strategic
alignment’, ‘strategic thinking’ and ‘tactical implementation’. They
examine these in relation to three types of managerial work, from plan-
ning and policy, coordination and commercial business and operations,
in a matrix. This simplification may be a useful way to extend the bene-
fits from job evaluation, which is otherwise a very time consuming
method, and to integrate job evaluation and competency assessment
(Cohen and Wethersell, 2004).

Factor comparison

Factor comparison is another analytical technique that uses some of the
ideas of both the points rating and the ranking methods. One version of
factor comparison, illustrated here, is a ‘direct to money’ approach. This
system entails evaluating jobs in terms of each other, on a basis of a cer-
tain limited number of factors, and reconciling these rankings with
money values for each factor derived from benchmark jobs. Out of the
first stages of the exercise comes a table of factor rates for the benchmark
jobs against which all the other jobs can be evaluated. There are two parts
to the early stages, therefore: factor ranking, and factor evaluation.

The method is more involved than the others described, as there are
difficult judgements to be made at each juncture.
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1 The first step is to agree on the factors which are found in
each of the jobs to be evaluated, so that these can be defined.
The number of factors chosen is usually limited to a few broad
factors, not less than four and not more than seven.

2 Early studies suggested: mental requirements, skill require-
ments, physical requirements, responsibility and working con-
ditions, but the factors chosen will need to be those that are
appropriate for the jobs.

3 The next stage is to choose benchmark jobs, which must con-
tain all these broad generic factors. These benchmark jobs
must clearly be representative of the factors and there should
be an unambiguous wage or salary for the job in question.

4 The payment for the benchmark jobs can be either the cur-
rent rate (if this is thought correct) or the intended rate for
the job, based on evidence from salary surveys or negotiated
agreements.

5 The evaluation committee then ranks the factors contained in
each benchmark job. Taking the four generic factors we used
in our previous example (see Table 13.1), we can follow the
factor comparison procedure for two jobs, say, a secretary and
a data entry clerk concerned with computer input (Table
13.3). It must be appreciated that full job descriptions and
person specifications would be needed for these two jobs
before evaluation, and we will assume for the sake of simplic-
ity that these have been prepared.

6 The committee must approach the benchmark jobs also from
the perspective of factor evaluation, when money values are
given to each factor. Given that the total job is worth 100 per
cent of the composite wage, a percentage of the wage can 
be attributed to each factor on a basis of its importance in the
job. In Table 13.3 we have shown money values against each
factor.

7 The reconciliation between the factor rankings and the factor
evaluation is a crucial stage for resolving any differences.
Because two different scales are being applied and there are not
necessarily equal intervals, it is possible that there could be wide
variations. Thus, ‘acquired skill and knowledge’ is worth much
less for the data entry clerk than for the secretary, although
there is only one difference in rank. Problems such as these
would need some compromise solution by the committee.

8 A pilot study would help to resolve any serious difficulties in
reconciling the factor rankings with the money evaluation

256 Essentials of human resource management Chapter 13

H6795-Ch13.qxd  4/4/06  8:42 AM  Page 256



and, should the factors or benchmark jobs prove unsuitable,
the whole process must be restarted.

9 The remainder of the jobs to be evaluated can be dealt with
more speedily once this early work has been done and, as
each job factor is ranked and then evaluated, the network of
values and rankings should reveal a pattern on which deci-
sions can be reached more easily. Full descriptions of all the
other jobs to be evaluated need to be prepared, of course, and
the pay for each factor after the job has been analysed can be
settled by reference to this table of rates for the key jobs that
has been constructed.

Factor comparison schemes are often treated with suspicion by employ-
ees, and are not as popular in the UK as the other three methods we
have outlined so far.

The benefits of the scheme are that, in the early stages, when bench-
mark jobs are being evaluated, two different approaches to the same job
are reconciled to produce a practical compromise on the relative value of
the job. This is likely to result in greater accuracy than the ranking
method as far as management or the evaluation committee is concerned.

Time span of discretion

This is a somewhat theoretical approach to job evaluation, developed by
Elliott Jaques (1964). It borders on being a social philosophy. The
assumption is made that individuals have a subconscious awareness when
their work, payment and capacity are all approximately at an acceptable
level of demands and rewards. When a person’s work and capacity are
equally matched, there is, according to the theory, an amount of payment
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Table 13.3
Factor comparison

Generic factor Rank order for Rank order for 
secretary (£385 data entry clerk
total) (£290 total)

Acquired skill and knowledge 1 £135 2 £90

Responsibility and mental 2 £105 1 £105
requirements

Physical requirements 3 £80 4 £25

Conditions of work 4 £65 3 £70
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(including salary and benefits) of which the individual is aware that
matches the work and capacity level. Thus, people can feel underpaid or
overpaid, worked or utilized.

A second aspect of Jaques’s theory is the view that the discretionary
work activities that an individual performs can be measured in terms of
the time that elapses before a manager is aware that his or her subor-
dinate has performed this discretionary element satisfactorily, in bal-
ancing the pace and quality of his or her work.

These two aspects of the theory are related, in that what people feel
is ‘fair’ pay is understood by individuals in conformity with the time
span of discretion that their work demanded. The pay norms which are
felt to be fair are intuitive understandings by people of the rates that
others receive for similar work, their own standard of living, and con-
ceptions of equity, all conditioned by their feeling of the extent to
which their capacity is being used or developed.

Research in the UK and the USA has indicated that there is a high
correlation between felt fair pay and time span measures. The implica-
tions are that at each level in the organization there are time span meas-
ures that should, therefore, correspond to pay levels. Jaques also claims
that individuals have ‘capacity growth curves’, these being the rates at
which an individual expects his or her capacity to grow in the future
and, therefore, the salary progressions that he or she would anticipate.
Salary scales could be constructed, therefore, using this information.

The theory has aroused a lot of interest, and has informed discussions
on rates of pay and questions of social justice. However, its practicality as
a proposal for the evaluation of jobs remains in doubt. There is dis-
agreement over the validity of the research where such vague concepts
as subconsciously held pay norms are used and where there are different
interpretations of what is discretionary. Because of the tendency for 
people to draw on their own experience, there must be a bias towards
maintaining the status quo in any organization, i.e. the time span
approach does not make clear which is the dependent variable. Do 
people believe that they have a certain time span of discretion because
they are paid at a certain level in relation to others? If so, the theory
becomes a self-fulfilling prophecy. Finally, there are difficulties in obtain-
ing acceptance of these ideas by those in industry and commerce.

Decision banding

This method starts with the premise that all organizations tend to reward
their members in terms of the decisions they make. This is similar to
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the time span of discretion, where the quality of the decision varies at
each level of the organization. Paterson, who invented the decision-
banding method, postulates six basic kinds of decision:

Band E – Policy-making decisions (Top management)
Band D – Programming decisions (Senior management)
Band C – Interpretative decisions (Middle management)
Band B – Routine decisions (Skilled workers)
Band A – Automatic decisions (Semi-skilled workers)
Band O – Vegetative decisions (defined by others – unskilled 

workers)

All bands except O can be divided into two grades, upper and lower,
thus giving eleven grades.

The stages recommended by Paterson are:

1 The establishment of job bands according to the kinds of
decisions.

2 An analysis of the content of the jobs, from which jobs can be
put into the appropriate subgrade for Band B, using points rat-
ing, and by ranking for Bands C and D into the agreed band.

3 Monetary values are assigned to each level. The increase
between grades for pay rates is exponential, requiring equal
distances between the midpoints.

Paterson claims that his method can be used for all jobs in the com-
pany, and that given proper consultation it is possible to achieve a con-
sensus on the difficult question of differentials. Among the possible
problems one can envisage with the decision-banding approach are
the rigidity of the bands, the reliance on the job analyst’s descriptions,
and the difficulty of convincing employees that this rather perplexing
scheme has initiated an accurate rate of pay.

Direct consensus method

The direct consensus method is another derivative of the time span of
discretion theory. Again, there is an assumption that a consensus of
opinion will be found in any working group concerning the relation-
ship between jobs. It is argued that a wages structure will be acceptable
to employees if it embodies their conventional wisdom.

The method is simple, but for most practical purposes requires the
use of a computer, both to produce the ranking of jobs and to calculate
the variations of assessors’ opinions.
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1 Job descriptions are prepared from a representative sample of
jobs. The number of jobs should be a ‘prime number’ between
eleven and seventy-nine.

2 A representative committee is established with a sufficient num-
ber of assessors to make it possible for each one to rank an equal
number of jobs, using a standard form for the computer input.

3 The jobs are ranked as ‘wholes’ using the question of how
important is the job (presumably to the organization) in rela-
tion to each other job.

4 Jobs are ranked using the paired comparison method. All 
possible pairs of jobs are compared; the total number of
comparisons is:

(13.1)

where N � the number of jobs.

5 Reconciliation between job rankings is usually left to a com-
puter, which will also calculate the variation between the asses-
sors’ ratings.

Ranking jobs as wholes can lead to rather difficult ranking decisions,
and it is possible that, given computer facilities, jobs could be ranked
under the broad factor headings (one variation of this approach). The
direct consensus method is expensive as regards assessors’ time. Since
job content is likely to change, a comparison of factors would probably
help to make the method flexible. Multiple regression can be used to
weight factors relative to what is thought appropriate.

The introduction of job evaluation schemes

We have devoted a proportionately large amount of space to the
description of various forms of job evaluation because it is an essential
first step towards the creation of a salary/wage structure that has a
rational basis in the eyes of both management and workers. However,
the way job evaluation is applied will be of fundamental importance in
the acceptance of a scheme as a rational instrument.

Job evaluation committees have already been mentioned. Employee
involvement is a part of the overall sharing of power. How management
ensures the representation of the different interest groups is dependent
on organization structure and size, the current state of union/manage-
ment relationships and existing relationships among the groups of

N N( 1)�

2
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employees affected by the evaluation. Job evaluation committees are less
used at present, reflecting the stronger sense of managerial prerogatives.

Where they are formed, as a general rule small rather than large
committees are recommended and they should reach decisions by con-
sensus. ‘Consensus’ here means that each member of the committee
should be allowed to express an opinion, and where there are genuine
differences the reasons for the differences of view should be argued
out until a broad measure of agreement is found, even though there
may be minor objections. The chairperson’s role is obviously import-
ant in directing these discussions. Whoever fulfils the role should be
capable of balancing judgements and drawing together disparate out-
looks, and should command respect from both employees and man-
agement. Whatever approach is adopted, senior line managers must be
represented.

Payment systems arising from job evaluation

The outcome of a job evaluation scheme is an ordered and accepted
pay structure, where there is a logical relationship between the amounts
paid and the job factors and where the differentials between jobs fit into
the structure and are approved. In practice, this is difficult to achieve. If
there are committee meetings, interest groups will achieve the redefin-
ition of certain factors and will manage to push up or down the relative
worth of some of the jobs, on the grounds of what is acceptable, com-
prehensible and traditional. The fitting of the results of the evaluation
to the market rate prevailing may, therefore, be a result of negotiation.

The same job evaluation schemes are rarely used for both blue-collar
and white-collar employees. Jobs that are highly technical in content, or
scientific and professional, do not fit easily with administration, sales or
managerial jobs. This imposes further constraints on each group, as the
salary and wage structures that emerge are related in the minds of
employees, but not through job evaluation, so the final structures will
have to be convincing.

The provisions of the Equal Value Amendment, described in
Chapter 22, mean that employers should ensure that the factors used
do not discriminate in favour of one sex. There is potential for an
equal value claim if there is a special scheme for lower-level employees
if they are mostly female, while more senior employees covered by a
different scheme are mostly male, for example.

We have already mentioned some of the techniques of putting a money
value on a job. In the factor comparison example, this is intrinsic to the
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technique. From the points system, a salary band can be defined by
plotting the values on a scattergraph. From such a scatter, a line of best
fit can be drawn through the midpoints to help create the grades. The
cut-off for each grade will always be a matter of judgement. To fit mar-
ket rates to jobs requires a survey of the comparative data, including
employee benefits. Job evaluation provides the database on which
judgements can be made, but we must turn to the problem of devising
salary/wage scales for the important stage of setting up and adminis-
tering scales.
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Questions
1 What are the advantages of job evaluation in establishing a reward structure?
2 Describe the methods adopted in an analytical job evaluation scheme.
3 What have the ideas of Elliott Jaques contributed to the principles of job evaluation?
4 Discuss the proposition that job evaluation schemes should reflect organizational

needs for flexibility and diversity.
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C H A P T E R

Pay and benefits
14

Reward policy

A prerequisite for the strategic management of pay and benefits is a
reward policy.

The objectives of a policy towards payment could be best described
as ‘to remain competitive for labour while rewarding good perform-
ance and adopting a position on pay which controls costs and is felt to
be fair by all employees’.

Single status issues, such as whether or not to make distinctions
between groups of employees in the benefits and conditions they
receive, are matters of company policy. They reflect the company’s phil-
osophy. Some of the other issues which are also questions of policy, and
which should be decided by the company’s executive board, with the
advice of the HR manager, are:

1 Where the company wishes and can afford to be in the labour
markets (e.g. whether or not to follow a ‘high wage’ policy,
demanding sustained effort of a high standard for large
rewards, by positioning the company in the top quartile rela-
tive to competitors). This question also relates to recruitment
policy (see p. 146) in so far as the costs of labour are an import-
ant part of total costs. The answer to the question affects other
major issues such as the competitive position, the grow-your-
own versus buy issue, and informs debates on, for example,
‘offshoring’, or outsourcing.

2 What kind of total remuneration package it wishes to offer
(e.g. whether or not to give a range of ‘perks’, such as cars 
and inflation-proof pensions, or whether to let the employee
make the choice through a flexible benefits policy).

3 A further question is whether or not to trade off benefits
against wages. Consideration will have to be given to the 
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consequences, for the retention of employees, for the kinds of
people who work for the company and for their motivation 
to work.

4 Profit share bonus schemes and share ownership schemes
also have to be thought through, to see whether they reflect
an incentive element in the employee’s wage, and whether
there will be any real feeling of participation as a conse-
quence of the profit share.

5 The policy on variation of pay has to be resolved. The ques-
tions here are: whether or not pay is to be regarded as the
main incentive to good performance; what job families are to
be identified; how new jobs are included; and what kind of job
evaluation scheme to adopt and how to run it.

6 To what extent will company policy on pay be delegated to
local managers, and how does the degree of autonomy fit in
with policies on profit centres and management accounting?

7 The frequency of pay reviews, who is to be consulted, what
kinds of evidence will be sought and the negotiation posture
of the company have to be decided.

These are some of the policy options available, the choice of what is
suitable being dependent on individual company circumstances,
trends in reward, labour market conditions and the philosophy of
management espoused.

Wage structures

Wage rates for hourly rated personnel sometimes include a proportion
that is calculated on the individual’s output. The various terms used
are described below.

The basic or flat rate

This is the amount of money paid for an hour’s work. It is also some-
times called the ‘hourly rate’. Time rates are predetermined rates per
hour paid at the end of the week or month. The flat rate is often used
where the work does not lend itself to any kind of measurement.
Sometimes, in addition to the basic rate, an individual bonus payment
may be made.
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Payment by results systems

Payment by results systems are either of the following:

1 Straight piecework: this is the system whereby the employee is
paid according to output. The method is either to agree a fixed
amount of money for the production of each item, or to allow
a period of time for making the item. In the latter scheme,
sometimes called the ‘time allowed’ system, if the employee
completes the work in less time than planned, he or she is still
paid for the original time and thus is able to increase earnings
by completing more of the pieces, the calculation of the bonus
being based on the difference between the time allowed and
the actual time expressed as a percentage of his or her wage.

2 Differential piecework: this is similar to the ‘time allowed’ system
of piecework, except that the amount of the bonus earned
(which stems from the time saved) is shared between the com-
pany and the individual, the wage cost being adjusted with
output, so that the company takes a proportion of the bonus
as production increases. Schemes of this sort may be known
under various names, such as ‘premium bonus schemes’.

The employee has a choice with piecework on the level of output he or
she wishes to achieve.

Measured daywork

The pay of the employee is fixed on the understanding that he or she
will maintain a specified level of performance. This level of perform-
ance, known as the ‘incentive level’, is calculated in advance, and the
employee is put under an obligation to try to achieve the level speci-
fied, as his or her pay does not vary in the short term.

There are individual rates and bonus systems. In addition, there are
bonus schemes that aim at providing a group incentive, to a work
group or factory or unit-wide.

Small group incentive schemes

Typically, a bonus is given to group members when their output targets
are achieved or exceeded. There are numerous schemes, which vary
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according to the timescale adopted for measuring output, the size of
the group, and the intergroup competitiveness that they encourage.
Payment of the bonus may be equal among the group’s members, or
proportionate to an individual’s earnings or status.

Advantages of group schemes

1 They draw on the natural tendencies of working people to
develop norms based on what the group believes is an accept-
able and ‘comfortable’ level of production, thereby harness-
ing the team spirit.

2 They are administratively simpler than individual schemes;
the cost savings come from less clerical and inspection work,
and savings on time study.

3 ‘Indirect’ production workers, such as cleaners and stores
assistants, who also contribute to the production process can
be included.

4 Flexibility within the group is encouraged, and one might
anticipate that workers would be anxious to help remove pro-
duction bottlenecks and to encourage training.

Disadvantages of group schemes

1 The impact of group pressures on the less efficient individual
may not be beneficial where he or she needs advice and help
in order to work up to the target.

2 Holidays and sickness may upset the working of the scheme.
Special arrangements may have to be made to stagger holi-
days carefully, and a shutdown may result in lower pay for the
holiday weeks.

3 Variations in production targets due to problems of supply, or
a sudden fall in demand can be a cause of complaint, and dis-
illusionment with the scheme could set in.

4 Members of large or scattered groups may not respond to the
implicit appeal to group cohesiveness that is at the heart of
these schemes.

5 Group norms of production may not be adequate and, if
translated into official ‘targets’, will then not create any real
increase in production. If a level is set which is too high, the
group scheme will be a non-starter. It is, therefore, very
dependent for its success on the targets being achievable but
also very worthwhile for the company.
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Bonus schemes stand in different ratios to the base rate, and a guaran-
teed or fall-back rate is frequently part of the wage for pieceworkers.
There are agreements and legal requirements concerning lay-offs and
short-time working in the UK (see Chapter 21).

Long-term, large group schemes (gainsharing schemes)

The main difference between these schemes and those outlined above
is that they apply on a long timescale, usually across the whole unit,
and are often seen as an attempt to involve the staff in the organization
of operations. They are sometimes called gainsharing schemes. The
bonus calculation would typically be made monthly, and would be
based on changes in the value of goods produced, or improvements in
the actual output per person-hour against the standard.

There are many variants of these schemes. For example, the Scanlon
plan (originated in 1947) was both a suggestion plan and a collective
incentive scheme. The suggestion scheme was part of a system for
drawing on ideas from the workforce about improvements that could
be achieved jointly by management and union. It operated a bonus
depending on reductions achieved by the workforce in labour costs
compared with the sales revenue. Reductions in sales revenue could
result in no bonus, however, although employees worked as hard.

The Rucker plan (in 1955) used ‘production value’ (or added value)
as a basis for a collective bonus scheme. This value is defined as the dif-
ference between the sales revenue and the cost of the raw materials
and supplies (i.e. the inputs to the production process).

‘Added value’ bonus schemes make use of the idea that if the ratio
of total employment costs to sales revenue falls below the level it has
been, then the improvements in productivity this represents should be
shared by granting a bonus to the people who have produced the
change. A scale of bonus payments (as a percentage of basic pay) may
be calculated. This approach is less susceptible to market forces. ICI is
among a number of companies who pioneered a similar scheme.

Advantages of long-term, large group schemes

1 The long-term aspect should provide steady earnings.
2 Employee participation through production committees helps

to overcome the ‘them and us’ attitudes that can be destruc-
tive, and it helps to build trust.

3 There is a wide range of applications to different businesses.
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4 Value added schemes can be adjusted more readily to the
company’s trading position than those that use simple num-
bers of items produced.

Disadvantages of long-term, large group schemes

1 If applied across a whole factory or unit, there may not be a
sufficient sense of identity from the scheme to help create
teamwork.

2 For the schemes to have any incentive value, a bonus of at
least 10 per cent would be expected by employees to make it
worthwhile. The larger the numbers covered, the less the per-
centage to each employee, hence reducing its usefulness.

3 It is questionable whether individuals see how their own par-
ticular effort will contribute to the achievement of the target
over a long timescale. Here it is worth remembering the many
variables that can intervene (changes in personnel, supervi-
sion, customer requirements, machinery, etc. – a list that
increases as time passes).

Gainsharing schemes can be designed with a variety of objectives,
measured by indices besides output or revenue growth. Cost reduction
and performance measures may be a significant part of the gainshare,
but to these objectives can be added customer retention, safety, envir-
onmental impact, customer satisfaction and profitability, among many
others. For example, in addition to the normal business measures BP
Exploration had safety and environmental goals. Each of their oil and
gas rigs in the North Sea (managed separately as ‘assets’) were on sep-
arate gainsharing schemes. While this brought benefits, there was also
the effect of discouraging staff transfers between the rigs.

Design features of gainsharing schemes include the following:

1 The basis for the calculation – company-wide, team, or indi-
vidual measures.

2 If a team approach (often favoured) is adopted, then team
goals are needed.

3 What will trigger the pay out – does the team have to pass a
profitability gate before any payout is made? Are there vari-
able shares according to participation in the scheme, the
amount of profitability achieved, length of service, grade,
occupation or other variables? Will the amount be a percent-
age of pay, or an equal amount for all team members?
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4 Gainshare bonus may also vary according to the issue (e.g. 2
per cent for safety targets, 5 per cent for productivity targets).
Very often the scheme produces a pool of money over time
from which employees share according to a predetermined
policy.

Choices over these design features can only be made according to the
context. There is no one best practice, therefore.

Salary structures

Salary structures range in flexibility, from the most rigid rate for age or
service scales to those which are entirely based on management discre-
tion. The salary administrator’s objective is to retain consistency in
approach, to keep the rationality of scales while keeping sufficient
scope to be able to reward outstanding performance.

Most scales relate salary to the grade of the job. Following a job evalu-
ation, a series of job grades may be constructed, using any of the methods
we discussed in the previous chapter (not only as an outcome of the
classification method of job evaluation). If the scales are drawn on a
diagram, with grades lettered A–E (A being the lowest), a salary scale
could be as shown in Figure 14.1.

Clearly, one of the questions to be decided is, should the scales for
each grade overlap (as in Figure 14.1) and, if so, by how much? Related
to this is the question of what should be the range for the scales.

The overlap needs careful thought because of the implications for
transfers between grades and promotions. To determine the range of
the salary, as a rough guide, an overlap of 10–20 per cent is usual
between associated grades, the salary level at the top of the range being
20 to 50 per cent higher than at the bottom of the range. Higher per-
centage spreads for higher-grade jobs are normal, so that in Figure
14.1 the range for A is £3000, whereas for E it is about £13 000.

Broadbanding

The need for flexibility at work, the flatter organization structures and
the pace of change have resulted in a move away from the large num-
ber of individual grades. Careers increasingly are lateral rather than
vertical, and employees work in many different teams, often within
matrix structures.
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Broadbanding is one suggested response to these new pressures.
Broadbanding means collapsing numerous grades or salary ranges
into a few wide bands. These bands cover a number of job families that
formerly would each have had their own pay ranges. Companies using
broadbanding usually reduce the number of salary ranges or bands by
a half or two-thirds of their previous number in the traditional struc-
ture. These new broadbands may not use the same salary points as the
old bands so, in the case cited in Figure 14.1, there might be three
bands or ranges instead of five, say, from £22 000 to £28 000, from
£26 000 to £38 000 and from £33 000 to £46 000, for example.

Creating scales from job evaluation results

In our discussion of job evaluation, the various techniques are all seen
to have as their outcome an ordered positioning of jobs relative to each
other. The result will be a list of job titles placed in order, but they will
still need to be placed into specific grades (unless a classification
scheme has been used).
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Creating a scale

1 The list of jobs is placed in order, together with the associated
salary and, if a points scale has been used, the points value. We
will then have to decide the number of grades required. This
will be dictated by the size of the organization and, in a trad-
itional structure, the percentage salary difference between
the midpoints of the grade. If we take the average salary for
those ranked lowest, and the average for the highest, we can
get some idea of the spread of salaries, and the step intervals
will then have to be decided taking the job evaluation results
into account, using the principles on overlap between rates
outlined above. It would be as well to aim for only as many 
levels as is consistent with the evaluation results.

2 As a matter of policy, it may be that more than one set of grades
is thought necessary. In this case, the top group of grades will
have different criteria applied from those at lower levels.

3 When there is a points scheme we can allocate an equal span of
points to each grade. The ‘classification’ techniques of job evalu-
ation will provide a predetermined list of grades, but in the
ranking methods some kind of arbitrary cut-off point for each
grade will be needed. Jobs which fall on the boundary of two
grades will have to be looked at carefully, to ensure that a correct
decision on the grading has been made, looking, for example,
at the salary progression implications of the grading decision.

4 Finally, we need to show the relationship between the jobs on
the new scale, by plotting the relative position of jobs, which can
be listed along the horizontal axis with their grades, while salary
per annum is shown on the vertical axis, as in Figure 14.2. From
this, the midpoints of the new scales can be calculated and the
range of the scale then decided, in a traditional salary structure.

In a broadbanded system, the midpoint will not be a significant control
point. The salary ranges are usually too great for that purpose and the job
families are related in a different way to the marketplace. The options are
to maintain the job-evaluated results and the marketplace relationships
based on these (e.g. to keep the points rating as in the Hay system) and
to introduce the broadbanded scales at a second stage, or to use two or
three control points in the band which are related to market rates.

Assuming that a salary survey has been undertaken, or that informa-
tion is available to deal with the question of what is the new market rate
for jobs of each category, existing scales will need to be updated. The
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scales

design and interpretation of salary survey information is rather a spe-
cialized task, and details of how to tackle that problem are given later
in this chapter (‘Wage/salary surveys’ section). A new line will have to
be drawn on a graph similarly to Figure 14.2 which will be the new mid-
point for the updated scale (Figure 14.3). Such an important policy
step has enormous policy implications for costs, recruitment and exist-
ing relationships, since it will form the basis for the new scales.

Scales may have to be adjusted and any anomalies identified. There
will almost invariably be a few people who do not fit easily into the
salary bands and, once identified, plans for the individual’s increments
to bring him or her into the scale will be required, e.g. by ‘red circling’
those paid over the rate and holding their increases down until the
scale increases bring them into line, or ‘green circling’ those who are
underpaid against the market rate, who would receive accelerated
increments to bring them in line.

Value/cost analysis

Outsourcing market testing and ‘best value’ principles have now become
common ways to reduce costs and to check the value of internal service
provision. This approach can also be used to establish benchmark jobs or
service values. For example, cleaning and catering services that are labour-
intensive can easily be priced by reference to outside contractors. The
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analysis may be conducted by, first, calculating the impact on profit of the
costs of replacing employment with an outsourced service and, second,
comparing with this figure the costs of employment as a percentage of
salary for the same service. These latter costs would need to include total
compensation costs and all the ‘oncosts’ (National Insurance; recruit-
ment, training, support staff, sickness/holiday cover costs, etc.).

Salary administration

How the policy is operated within the agreed structures is a matter of
salary administration. Large companies will usually have a specialist
salary administrator, and in the small- to medium-sized organization
the task will probably fall on the HR manager, or could be performed
by the chief executive, company secretary or chief accountant.

There are two types of scale to administer. There are those which
have scope within each range for rewarding varying levels of perform-
ance differently, and there are those which grant automatic incre-
ments based on length of service. There are sometimes scales that give
a mixture of the two.
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The aircraft manufacturer Airbus UK, for example, introduced a
generic job description to support a broadbanded structure, but
retained its job levels for technicians, advanced technicians and pro-
fessional levels. Pay progression was guided by the creation of three
pay zones for each level, these being the ‘incremental zone’, for new
starters, the ‘target zone’, which reflects the external market rate for
the job (by size of job), with progression based on the acquisition of
additional skills and responsibilities, and an ‘enhanced zone’ – the
upper part of the salary band – for those performing a significantly
larger job than the target level (IDS, May, 2005, pp. 11–12).

The type of scale which provides for varying levels of performance
over time can be shown as a ‘box’ on the graph, with overlaps between
the grades (Figure 14.3).

The issues for administration are how to move individuals through
these scales, and how to shift the scales themselves.

Wage/salary reviews

The impact of inflation and the annual cycle of wage negotiation have
made an annual review of salaries and wages normal practice in many
organizations. The distinction between different employee groups is
often made with different review dates. This can lead to serious prob-
lems when trying to maintain a rational basis for salary/wage differen-
tials – evidenced when hourly rated employees transfer on to the
monthly payroll, and when increases for monthly paid supervisors or
indirect workers, such as stores staff, are considered in isolation from
their hourly rated fellow workers. It is strongly recommended, there-
fore, that the same review dates are used for both groups.

Preparatory work on the reviews should be started well in advance;
we would suggest three to six months beforehand, depending on the
size and complexity of the organization. Wage and salary increases can
be for one or more of the following reasons:

■ cost of living
■ merit
■ service
■ market shortages (in skills, for certain groups)
■ the correction of anomalies
■ consolidating bonus or overtime, or other restructuring.

Managers ought to be involved at various stages in the reviews. If the
increases are to be negotiated, the preparatory work will include the
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development of a negotiating strategy, and much supporting evidence
will be required, together with the financial consequences of various
prospective agreements (see Chapters 17 and 18).

Assuming either that negotiations agree the new scales and the cri-
teria for merit increases, or that there are no union negotiations for the
salary review, the following procedure is consistent with good practice:

1 HR department initiates and pilots through a job evaluation
(may take some months to complete).

2 HR department undertakes salary surveys of local companies,
or obtains national survey data.

3 Estimates of costs are prepared for new scales which are con-
structed using the data of the survey. These are submitted to
the board for approval.

4 Once approved, senior line managers are given guidelines for
recommending increases for merit, and an indication of the cost
of living increase which has been incorporated in the new scales.

5 Line manager recommendations, confidential at this stage,
are vetted by the HR manager.

6 HR manager refers back any problem cases, taking particular
note of the costs and trends, notably the effect on relativities,
progression policies and recruitment.

7 HR manager summarizes costs and presents consolidated list
to the board (this may not include details of individual cases,
but should be a breakdown of the costs into different groups).
The report should include an outline of any trends and the
likely effects of the increases.

8 Once approved by the board, notifications are sent to individ-
uals through their managers, and to payroll. The information
is entered on personnel records. The new scales are then 
published.

The same procedures can be followed for hourly rated or monthly paid
staff.

Cost-of-living increases

Inflation ran at double figures in the UK for most of the 1970s, although
it fell in the 1980s. Other Western European countries were similarly
afflicted, as were the USA, Canada and many Third World countries.
Real wages (the amount of goods and services that money wages will
buy) would therefore fall unless maintained by cost-of-living increases. It
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is argued that this in turn fuels inflation, producing a cost push for prices
to rise, rather than a demand pull. The pressure from groups of employ-
ees to gain cost-of-living increases, and the practice of incomes policy
norms in the UK that set out expected percentage rises, resulted, during
the 1980s, in all wages being under upward pressure on an annual cycle.
Although inflation has subsided, there is still a residual effect as employ-
ees often anticipate cost-of-living increases in their demands. Awards
often made according to the overall index have been running at around
2–3 per cent p.a. for the early part of the 21st century.

When a scale is revised upwards, employees will expect to rise to at
least the same position relatively on the new scale. However, it is pos-
sible, with the employee’s agreement, to use the increase as a means of
lowering the relative position in the grade (as discussed above) where
an employee is being downgraded, for example, or where job evalu-
ation and comparison with market rates has shown the employee to be
overpaid in relation to the job. In these circumstances, rather than
lower the pay the employee is best kept on a ‘standstill’ rate until the
increases in the new grade affect the salary (so-called red circling).
This reflects a convention that wages are rigid downwards (see also the
section on constructive dismissal in Chapter 21).

Performance-based pay/competence-
based pay

One of the tests of a salary scale’s adequacy is its efficiency in matching
ability, potential and current performance with satisfactory rewards. To
retain employees, the recognition of their performance must occur on
time and equate with their own sense of what is fair. Following Elliott
Jaques, we might expect individuals to have a preconceived notion of
what is a ‘correct’ salary for the work they perform.

Merit increases are therefore given to show recognition and to imply
the kinds of actions and attitudes that the company wishes to reward.
This has a bearing on how other employees define success in that organ-
izational context, and thus merit increases are an essential element in
the drive towards the company’s objectives. There is increasing interest
in performance-related pay, through merit increases tied closely to
objectives. This places greater emphasis on appraisal schemes. Merit
pay is now often described as contribution-based pay.

To summarize, performance related pay can be given as a bonus, or
as a consolidated sum as a form of merit or contribution-based pay.
Contribution-based pay focuses on the how of performance as well as
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what performance has been achieved. A recent survey by IDS (May 2005)
found that 69 per cent of responding organizations used contribution-
based pay, mostly for managers, and it was most common in the finance
sector. Salary increases under these arrangements were between 2.5 
and 9 per cent for top performers and bonuses were around 15 per
cent of salary. There were a number of negative findings which indi-
cated that a high proportion of respondents were not satisfied yet with
arrangements.

Contribution-based pay is contingent for its success on the appraisal
mechanisms. Thus, most practitioners stress the significance of training
appraisers in the system. Movement between scales is increasingly
according to merit. Processes vary, for example, the Rolls Royce Defence
Aerospace uses a points rating to show achievement against objectives, in
the Civil Service judgements about performance are linked to a compe-
tence system and departmental pay committees make judgements on
line managers’ recommendations. Airbus, mentioned earlier, has a
matrix of performance rating based on objectives while behaviours are
on the other side of the matrix, assessed according to a key of behav-
iours, and the resulting points are turned into pay.

Competence-based reward programmes use improvements in 
competence or job-related skills as criteria for increases. Other 
performance-based systems relate salary increments to performance
against objectives.

The main criticism of competence-based pay is that it is centred on the
inputs to the organization, rather than the outputs. Skill acquisition is
only valuable if it can be converted to outputs that generate profits/sales,
improve quality or reduce costs. The combination of competence and
objectives as criteria for increments is, therefore, to be recommended.
Skill-based increments can fit readily into a broadband salary structure,
where the intention is to encourage flexibility and the deployment of a
range of skills. In total compensation schemes, where there is a total
value placed on the job including benefits and other costs, a core stan-
dard value is the proportion of total job value that relates to competence,
which usually includes the core salary (that which it is felt should not vary
with performance), as well as pensions and social security benefits. (See
below for a discussion on total compensation.) Pay increases using skill
or competence criteria are designed to improve an employer’s skill base,
to improve flexibility and to assist in the implementation of technical
change. When this has been achieved, new priorities may emerge, with a
consequential change to reward policy objectives.

The debate on performance-based pay has intensified recently, as
schemes have spread up the managerial hierarchy and from private to
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public sector. There is no evidence that performance improves in the
long run purely due to performance-based pay. The issues raised by
Herzberg are still valid today. People are less likely to be motivated by
money than they are by challenge, personal development, good supervi-
sion, feedback and a sense of achievement deriving from the work itself.

The arguments for and against performance-based pay can be sum-
marized as follows.

Against

1 Does not motivate (the Herzberg theory).
2 After initial improvements, there is diminishing marginal util-

ity to the organization as job holders have less and less that
can be done to improve their work.

3 It is inappropriate for some jobs, e.g. where quality and per-
sonal service are important.

4 Objectives change too quickly to be used annually in per-
formance reviews.

5 The variable element would have to be considerable to have
an effect, but if the rewards are highly volatile individuals are
unable to plan financially (e.g. their mortgage payments).

In favour

1 In a period of low inflation, when zero increases are the
norm, the only possibility for increases in pay is through prod-
uctivity improvement.

2 Compensation has a high symbolic value. It symbolizes achieve-
ment and attracts peer group approval, and has a wider mean-
ing in society.

3 If reward can be linked to objectives, it will help to drive the
objectives.

4 By basing reward on competence acquisition, there can be a
coherent recruitment, appraisal and development policy.

5 There is clarity about rewards and, since all staff can have
objectives, all can participate.

To summarize, performance-based pay can be useful, provided object-
ives can be easily set and there is good communication about the
scheme. In addition, the amounts of the increases must be significant
and be related to organizational objectives.
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Table 14.1
Relating performance to percentage increase

Performance Multiple of increase % amount of increase company
level (decided each year) can afford (decided each year)

1 2.0 �

2 1.5 � �3 1.0 �

e.g. 5%

4 0 �

Table 14.1 gives an example of a performance-based pay scheme in
a large financial services company. All employees are appraised and an
overall performance level is agreed for each employee.

Note :
Performance levels

1 Excellent – has exceeded all objectives and made an out-
standing contribution.

2 Good – has achieved all objectives.
3 Average – has achieved most objectives.
4 Not rated/unsatisfactory – has not been in job long enough to

be assessed, or has not met most objectives.

A multiple of the increase is then awarded and applied to the general
company increase, this being the amount the company can afford,
given the distribution of performance among employees. Sometimes a
forced distribution is created with a consequential raising of perform-
ance standards, or changes to the multiple. The reward decision is
made after the appraisal review.

Fixed incremental scales

Some organizations have fixed scales. A regular increment is given on
completion of each year’s service. To retain some elements of discre-
tion, double or triple increments can be provided for within a scheme
or, indeed, no increment.

Discretional increments

A further method is to make judgements at the stage of starting (or
being promoted) as to how long it will take for an individual to perform
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the full range of duties satisfactorily. If this is for example four years,
then the difference between his or her starting rate and the top of the
grade is divided by four years to give an even rate of increases. Should
performance change during the four years, then the remaining differ-
ence between his or her current salary and the top of the scale can be
made divisible by a smaller or larger number.

The divided box

The salary box (i.e. the range over time) can be broken down into sub-
ranges that show appropriate rates for performance predictions on a basis
of previous experience and evidence of track records. Again, an individ-
ual can be switched from one salary progression line to another if his or
her performance warrants it. An example of the divided box is shown in
Figure 14.4. This shows three performance levels, outstanding, good and
adequate, with three different progression curves through the range.

Grade funnels

This is a way of describing minima and maxima of a range, which can
change with the length of service or with the age of those in the grade.
The placing of the individual’s salary between these parameters would,
therefore, give room for high levels of performance at any age and

Maximum of range

Minimum of range

£

£

Outstanding

Good

Adequate

Time
Figure 14.4

The divided box
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reduce the uncertainty on where to place the new starter or those who
were promoted, while giving room for changing the line of the salary
progression if performance changes. An example of the grade funnel
is shown in Figure 14.5.

Market pressures

The reaction of managers to market rates and pressures is partly 
a problem of how to cope with short-term changes in market rates, due,
for example, to a temporary skills shortage, without upsetting an agreed
grading scheme that has arisen from job evaluation. If the change is not
temporary (e.g. a shortage of various kinds of computer specialists) the
benchmark jobs will reflect the importance and rarity of the skills when
the next job evaluation takes place, and a negotiation for a new pecking
order will occur when the job evaluation committee meets. In practice,
in the example cited, it means the organization has to place a higher
value on computing or system skills because of their scarcity.

Short-term (say, up to two years) fluctuations may be met by consider-
ing a market rate supplement, which gives the shortage jobs a tem-
porarily higher rate, which is recorded separately on the relevant
documents and records. It should be explained to the people con-
cerned that such high percentage increases will not always be given.
When market pressures abate, the salary will be brought back to the
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place on the salary curve that has been projected. Special bonus pay-
ments and other premiums are sometimes used to retain staff, but the
use of special payments outside the scales is to be avoided, as these
anomalies create precedents for other groups, distort existing relativities
and, if allowed to persist, make a total nonsense of the scales.

Overtime payments

Overtime is most frequently paid to hourly rated employees; the pre-
mium may be full time and a quarter, time and a half or double time.
Overtime is yet another ‘plussing-up’ tendency that needs careful con-
trol. The concept of overtime is usually seen as a means of overcoming
a short-term requirement for longer hours. Where companies have
started to rely on overtime, either because of labour shortages, or
because it is a way of increasing earnings without revising scales offi-
cially, there is every likelihood of serious problems in the offing. A time
will surely come when an employee does not wish to work ‘compulsory
overtime’, or there will be a lull in orders, or a new manager will be
appointed who does not agree to the ‘blind eye’ overtime, which is not
really overtime at all but just an excuse to increase earnings. There are
now legal restrictions on the number of hours an employee can be
expected to work in a week. As expectations are not met, there is the
making in all those situations of an industrial dispute.

A few simple rules for the control of overtime may help:

1 Overtime should always be authorized in advance by a senior
manager (not the immediate supervisor).

2 A return showing the number of hours worked, and the rea-
sons, should be made, and statistics of overtime by depart-
ment kept.

3 Some allowance should be made in the wage/salary budget
for overtime when it can be projected (e.g. during holidays or
at peak periods).

Salary planning

We have already pointed out the importance of a policy on salaries and
wages. To carry through a policy necessitates planning for both the
individual’s salary and for the groups of people under review. Piece-
meal salary decisions are likely to result in distortion to the overall 
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policy unless careful planning takes place. For example, there is a steady
attrition of salaries when a high labour turnover brings in new employ-
ees at lower rates than for existing staff to the extent that the salary mean
for the grade is reduced. Although this does afford opportunities
within the overall salary budget for adjustments to other salaries, the
global effect is to distort differentials and to make reviews more cru-
cial. Salary administrators can turn to a number of devices for plan-
ning salaries.

Total compensation

The high costs of employment, and the variety of additional benefits,
perks and incentives are such that companies that wish to manage
their human resources efficiently seek to control their total employ-
ment costs and to ensure that these expenditures are put to best use.
At executive level there has always been a variety of costs associated
with employment. However, benefits such as private medical insurance
and pensions are spreading down organizations. There is an argument
for using total compensation management for all jobs. This means that
employers can communicate the total value of their compensation 
and negotiate on total costs with trade unions. The total compensation
approach is a necessary first step towards flexible rewards and flexible
benefit packages – so-called cafeteria schemes. Most importantly, com-
parisons between different company reward systems can be made, making
it possible to agree a market rate.

The elements in the package include: perquisites (perks), which are
such elements as company cars, free use of facilities, club member-
ships, cheap loans, housing. Long-term incentives are stock options, stock
appreciation rights and the like. The value taken for these is the value
at the time of the award. Benefits are pension, medical insurance, holidays,
and accident, disability and death insurance. These are valued using actu-
arial advice for the population in question. Short-term incentives include
commission, monthly bonus and similar schemes. The final element is
the base salary. It would not be unusual for the base salary to be less than
50 per cent of the total compensation package in, for example, sales
jobs or senior executive positions. The percentage of each component
is worth recording so that changes in the balance of the total compen-
sation package can be monitored and kept in line with the market. 
The monitoring of all the component parts of the total compensation
package is also necessary to ensure that the most tax-effective reward
policies are adopted.
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Maturity curves

Projections of salary curves for groups of staff can be plotted to establish
future trends. This is simply achieved by recording the salaries of 
people within the group on a graph, showing salary against time. The
median salary of the group is usually taken to be a good enough meas-
ure for planning purposes. Future trends can be plotted using regres-
sion techniques. The benefits of planning a group of salaries, as distinct
from individual salaries, are in the build-up of data concerning per-
formance by the group – how long do they typically take to reach max-
imum for their grade and at what stage in their careers would you
expect the increases in salary to level off, are two of the questions this
approach helps to answer. The more stable and career-minded the
group is, the greater the benefit from this kind of planning. As far as
actual salaries are concerned, one can either make allowances for infla-
tion, or predict salaries at present levels, assuming constant price/wage
levels, and adjust later.

Compa ratio

The compa ratio is a measure of the general level of salaries in a grade
compared with the midpoint. It is calculated by applying the following
formula:

(14.1)

This can reveal that the salaries in the grade are unusually high if the
ratio is over 100, for example, or that attrition in the salaries for the
grade has taken place when it is low. It is sometimes useful to calculate
the compa ratio for each of the grades in a department at the time of
the salary/wage review so that, in discussions between the department
manager and the HR manager, an overall view of the salaries for the
department can be taken into account. The HR manager, or salary admin-
istrator, may also wish to use the compa ratio in comparing the recom-
mendations for merit increases between department/line managers by
calculating compa ratios for the different departments. Further useful
comparisons can be made across the whole company to see how the
salaries for each grade stand in the structure and thus what actions are
needed to correct anomalies.

Average of all salaries in the grade
Midpointt of the salary range

� 100

284 Essentials of human resource management Chapter 14

H6795-Ch14.qxd  4/4/06  10:18 AM  Page 284



Chapter 14 Pay and benefits 285

Wage/salary surveys

Where the company stands in relation to the wage/salary rates being
paid in the labour markets is a question that exercises all those con-
cerned with recruitment and with pay negotiations.

There are many published sources that one can draw on. In the UK,
the Employment Gazette contains regular tables of current earnings and
comments generally on the prices index as well as on wage rates, over-
time and hours worked. The major reward consultancies all publish
data to their clients on reward package trends in the UK and inter-
nationally. Another useful source is the information supplied by Incomes
Data Services, which disseminates details of wage settlements, surveys
and trends and also comments on a wide range of matters related to
employment.

In spite of all these secondary sources, up-to-date information is
often needed quickly, and the HR manager frequently has occasion to
conduct his or her own survey. Details of local rates and salaries for spe-
cialist groups may not be available from anywhere else.

If the company is well known in the locality, or if there are good per-
sonal contacts with colleagues at other companies, a quick telephone
survey will give a general indication on salaries. However, to establish accur-
ate comparisons, something of a more formal nature has to be done.

A postal or e-mail survey will require careful preparation, and will
also require much effort in the analysis of results. A quick guide on
conducting a survey is given below, but it should be emphasized that
experience is necessary to carry out this rather difficult exercise with-
out problems, and that time spent in piloting questionnaires and read-
ing about survey design will pay dividends.

1 The scope of the survey must first be decided – who is 
covered, and the amount of information that is to be sought.

2 In order to make accurate comparisons, detailed descriptions
of the jobs to be covered must be included. (You should avoid
using company jargon.)

3 Make clear what you are looking for: basic wages, total earn-
ings, the hours these represent, overtime rates and bonus earn-
ings need to be separately recorded.

4 If the salary information given is in the form of scales, respond-
ing companies should be asked to indicate where new starters
enter and where most of their current staff are in the scales. A
total compensation approach allows you to gain the most accur-
ate data, assuming your respondents can reciprocate.
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5 Information on other benefits, e.g. company cars, pension
schemes and holidays, is also a useful guide to the total 
package. Some of this may be quite sensitive: e.g. where sen-
ior staff are concerned or where sales commission earnings
are involved. A guarantee of confidentiality, by avoiding nam-
ing individual companies when publishing results and ensur-
ing that there is no way that a particular company could be
identified, should be a part of your arrangements with the res-
ponding companies.

6 It is only to be expected that participating companies will
require some feedback and a copy of your analysis of results
should be sent to them.

7 The results should be collated in graph form, with each graph
clearly labelled and each axis marked. A short narrative report
summarizing the findings will be helpful. To facilitate the
analysis of the results it is often useful to consider the kinds of
graphs you will find beneficial when designing the question-
naire so that the questions can be phrased to produce results
in a convenient form.

8 A high non-response rate to a postal survey would not be
unusual, but can be minimized by including a personal letter
with the questionnaire and a prepaid reply envelope, by keep-
ing the format of the questionnaire short and simple, giving
adequate time for completion, and by telephoning those 
people whose reply is still outstanding after the due date.

International comparisons of salaries

An HR director once illustrated his problems in trying to harmonize
pay and benefits throughout his European companies by referring to
the occasion when the manager of the Greek company pointed out
that the annual bonus was given in kind to his employees in the islands
and that they expected to receive one or more goats each year, depend-
ing on the level of profits achieved.

Although there is now freedom of movement for labour among the
European Union (EU) countries in Europe, in practice there are wide
variations in conditions, hours, holidays and state regulations, so that
comparison is difficult. One of the biggest problems in comparing pay
internationally is the variability of exchange rates. Although the use 
of the Euro across most of the EU has helped, the UK remains on
Sterling, and there remains the need to make comparisons of costs
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with countries such as China and India, given the global nature of our
businesses, the trend towards offshore working and interdependence
for example in energy production and consumption.

Since the value of money is dependent on the goods and services it
can buy, comparisons of earnings must also include some kind of weight-
ing according to the level of prices in each country. However, this in
itself is not enough, since there will be different patterns of purchasing
between countries. Assuming that a representative range of goods and
services can be found in each country, the ratios of the costs of these
between countries can be determined. These ratios are referred to as
‘purchasing power parities’. Although, if exchange rates and purchas-
ing power parities are taken into account, the results of a comparison of
salaries between countries will be more accurate. There is bound to be
a margin of error because of the non-salary elements in the total remu-
neration, because exchange rates are volatile, and because patterns of
consumption in such matters as transport and housing may not be com-
parable at all.

Pay-related benefits

Profit share

We have already described some of the schemes operated for hourly
rated employees. These are typically related to output. There are other
types of schemes that are more often applied to monthly paid staff where
the level of net profit determines the bonus. The intention behind profit
share schemes is to make the employee feel involved and to give him or
her a sense of participating in the company’s future growth.

A number of schemes exist. To give one example, the employees
may receive a number of ordinary shares each year after the annual
dividend has been calculated. The number of shares can be deter-
mined by translating the money set aside for the bonus into shares pur-
chased at the current rate, and then issuing these to employees. The
number of shares, and the cut-off point of the scheme, may include
qualifications of service, grade level, etc., and a clause stipulating that
the shares should not be sold for a fixed period after the bonus. Some
companies retain the shares for a time after the bonus, only issuing
them to employees after a year or, if the employee leaves, the bonus
may be paid out in cash.

One of the difficulties of giving shares to employees is that there is a
risk that the share value will fall and the employees then receive less
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than if they had taken cash. If the option to take cash is part of the
scheme, since the number of shares granted is likely to be small, and the
dividends of only a token amount, there may be less inclination for the
employee to build up a sufficiently large portfolio of shares to make it
worthwhile. There are various tax incentives given by the Inland Revenue
from time to time, such as the recent Profit-Related Pay Scheme.

Share schemes of various kinds are a form of financial participation.
There has been a growing trend towards using share ownership, by
means of all employee share ownership schemes, to involve employees
in the business, so for example they understand the importance of
share price, and come to follow corporate objectives due to their per-
sonal stake in the business. The graphs in Figures 14.6–14.8 show three
forms of participation in this way. The European differences from the
UK show how profit share bonus schemes are more common in Europe
as a whole, whereas all employee share schemes are more common in
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the UK (see Figure 14.6). We consider stock options in more detail under
the heading of Top executives’ pay and remuneration committee.

The motivational force of a profit share scheme is open to doubt.
Long-serving, stable groups of employees are most likely to benefit,
and these are more likely to be loyal and interested in the company
than are short-serving employees. The amount of money represented
by the profit share is unlikely to be sufficient by itself to make employ-
ees wish to stay. It is as part of a total remuneration package that profit
shares may have most importance.

Sales commissions

There are some groups of employees for whom commission payments
represent their main earnings, such as sales staff, sales managers and
various kinds of representatives.

Questions about the usefulness of self-employed agents are beyond
the scope of this book. However, it is worth considering the impact on
relationships of a high percentage of commission earnings. If a small
basic salary is supplemented by high commission, or bonus earnings,
the sales staff become almost self-employed agents. Commission earn-
ings not only provide an incentive, but also give employees a choice on
the work they do, where they concentrate their efforts and how they
plan their time. While this is necessary for the typical sales job, it does
entail a loss of control and a lack of stability in earnings. Some kind of
balance is necessary. To provide an incentive, at least 10 per cent of
earnings should be in commission, but more than 30 per cent of earn-
ings as commission provokes a heavy reliance on immediate perform-
ance, which is inimical to training and development and gives an
instability to earnings. This might encourage employees to supplement
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their income by working for other companies at the same time, or to
regard themselves as self-employed.

Among the topics on any check list for commission schemes are a
number of items worth considering in advance; the check list pro-
duced by Keith Cameron gives a good guide:

Commission schemes
Type of target: Number of products; sales revenue, etc.
Targeting : Who is responsible, what target?
Eligibility : Sales staff, internal, external, management.
Assessment intervals: How often assessed (monthly, weekly, etc.)?
Payment intervals: How often paid?
Threshold : Minimum sales before commission is triggered.
Ceiling : Maximum amount of commission (per week,

month, etc.).
Accelerator/decelerator : According to profitability of different products,

percentage increase or decrease in commission.
Returns: What happens if product returned (defective) or

if deal falls through?
Controls: Who checks, what is checked? Paperwork?
Communication: Telling people what the scheme is for and why.

Communicating changes.
Time span : Life of scheme.

Company car

Policy on company cars will need to be laid down at the same time as the
salary scales. Here the choice is whether or not company cars should be
provided for use by employees privately as well as on company busi-
ness, and at what level this extra benefit is to be granted. For some
companies, a car goes automatically with the level of the job, and in
some cases two cars are now provided, one for the manager, the other
for the manager’s spouse.

The main consideration here is to ensure that there are rules that
govern the award of a company car and that these rules should refer to
the job content. If the use of a car is essential for the job, then it is easy
to justify, both to the rest of the employees and to the Inland Revenue.

Alternatives to this approach include company car purchase schemes,
which allow the employee to own the car by granting a loan that is repaid
over a period. Maintenance, petrol and running costs are borne by the
company.
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Total benefit packages/flexible benefits

When planning salaries, an approach that takes account of all the bene-
fits and their interrelations is to be preferred. Salaries and wages
should, therefore, not be examined without considering the other HR
policies on holidays, sickness, pensions, hours, etc., and also the differ-
ential effect of taxation on the take-home pay of employees.

The tax-effectiveness of benefits, such as company cars, and the
increasing range of benefits, such as private health insurance and stock
option schemes, has led some companies to offer a flexible benefits
package from which employees may select the mix appropriate to their
needs. Originating in the USA, where the prevalence of private health
insurance started the trend towards flexing benefits according to indi-
vidual needs, there are around three-quarters of all companies offer-
ing flexible benefits in the USA, while in the UK the take-up is slower.
The numbers in the UK are increasing, with companies such as Royal
Bank of Scotland, Allied Domecq, W.H. Smith, Nationwide, and Cable
and Wireless offering schemes.

Total rewards at Nationwide Building Society

A good example of a total reward approach is provided by Nationwide
Building Society, a mutual society employing around 15 000 people in
the UK in financial services.

The total reward philosophy is a coherent approach which ties cor-
porate values, business strategy, performance management and reten-
tion of talent to reward. Using an integrated reward platform, there
are on-line pay and benefit statements for each individual employee
and a bespoke recognition and flexible benefits package (IDS, 2004a,
p. 11).

The remuneration mix has three elements: fixed pay (basic plus pro-
gression, 66.8 per cent), flexible benefits (22.2 per cent), and variable
pay (11.2 per cent). There is a system of eleven job families spread over
five different responsibility levels from clerical to Director, progression
is dependent on performance, and there are various bonus schemes
including a company wide employee bonus scheme as well as a personal
performance bonus for managers. In addition, there is a recognition
scheme through which around 0.5 per cent of the base salary is awarded
by a recognition team and line managers to employees for exceptional
conduct and loyalty. The awards are made in vouchers and gifts as 
well as cash. The flexible benefits package includes buying and selling
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holidays, private health care, childcare, discount card, and additional
pension.

Under the system employees can construct their own packages in line
within predetermined limits, by mixing the three elements according to
their own choice.

Flexible benefit packages

Flexible benefit packages normally operate under the following conditions:

1 There are certain core elements in the package that cannot be
traded or changed, e.g. a significant proportion of base pay,
pension, life insurance and medical insurance.

2 There are rules concerning how the perks and benefits can be
changed, e.g. the extent to which the model of company car
can be traded up or down and the maximum amount of addi-
tional contributions to the pension scheme.

3 There is a finite list of benefits/perks in the scheme.
4 Employees are only allowed to make changes, to exercise their

flexible options, at set times (e.g. on appointment, promotion,
when the car is due for change).

5 Employees receive a detailed statement showing the value of the
benefits and sometimes free financial counselling periodically.

There are a number of different variations in flexible benefits, with dif-
ferent degrees of choice for the employee. These range from core bene-
fits only (no choice, but basic benefits including car, pension, etc.), to
‘core plus’ schemes where the standard benefits given to all employees are
augmented with a few limited optional extras (e.g. private health insur-
ance, to modular schemes) where, as in a cafeteria, employees are able to
choose a selection of benefits from a choice of set menus. The final ver-
sion is either total choice of all benefits or ultimately all benefits paid in
cash for the employee to use on benefits or not, according to choice.

An example of a flexible reward structure (closest to a ‘core plus’
scheme) from a large retailer shows a summary of benefits (Table 14.2).
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Top executives’ pay and remuneration 
committee

There is a long-standing debate about the rewards achieved by chief
executive officers (CEOs) and top corporate executives. A great deal 
of this debate arose because of concerns that shareholders were not
able, or willing, to control high pay rises well above inflation and
unconnected to firm performance, granted to senior executives; the
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Table 14.2
Summary of benefits and their value/cash alternative

Benefits Value Cash Trade-up/value Comments
alternative to buy

Company car Maximum 1.‘Trade out’ – As required within limits
leasing the amount of 
allowance your annual 2.‘Trade down’ – the 
according leasing difference between your 
to grade allowance annual leasing allowance 

and the actual cost of 
the chosen vehicle (with 
extras)

Fuel card * * Not available to buy
(private petrol)

Medisure * * You will be able to
rejoin at any level,
but obviously
forgoing the cash
alternative

London traveller * * *

Dental plan * * As required Additional cover
can be bought for
your partner
and/or children

Optical plan Depending on n/a Depending on cover 
cover chosen chosen

Financial services Depending on n/a Depending on option(s) 
option(s) taken taken

Overseas holiday Depending on n/a Depending on cover 
travel insurance cover chosen chosen

Note: * Values in £ to be shown, according to the amounts/rates prevailing, dependent upon premiums or contract.
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belief was that senior executives were paying themselves more because
there were few checks on their power to do so.

In 1999, the Department of Trade and Industry had issued a consult-
ation document on director’s remuneration. This recommended that
all quoted companies should have remuneration committees with access
to expert advice and that there be a general framework linking per-
formance to pay, which should be disclosed, as should any gains made by
directors on exercising their share options.

The linkage disclosed should set out the long-term objectives in rela-
tion to board performance, the criteria for performance measurement
and the comparator companies, and the relationships between firm
performance and director rewards. Disclosures should include details
of contracts and compensation arrangements.

Behind these recommendations was the concern that, in a number
of high profile cases, director remuneration has increased while firm
performance has declined. There are also concerns about social just-
ice, the widening gap between the rich and the poor, and the difficulty
of maintaining pay restraint by the mass of working people, to avoid
cost push inflation, if the top executives in companies are seen to be
receiving massive pay increases.

Executive pay had overtaken inflation. For example, in July 2003,
The Guardian newspaper, looking back on the previous year, had the
headline: ‘shares down 24%, average earnings up 3%, boardroom pay
up 23%’. The long list of corporate scandals on both sides of the
Atlantic, which included the collapse of Enron and Parmalat, were pro-
voking anxieties about the collapse of confidence in capital markets.

For some years, attempts at reforming corporate governance arrange-
ments had been made, through reports from Cadbury, Greenbury and
Hempel. These reports recommended numerous changes for com-
panies to adopt voluntarily, and there had also been attempts by reforms
to the Companies Acts, and persuasion by investors organizations, such
as the Association of British Insurers, to give more power to sharehold-
ers, to separate the role of chairman from CEO, to involve non-execu-
tives in annual reports, and to regulate board and senior executive pay
through remuneration committees. The Directors’ Remuneration
Report Regulations (DRRR) (2002) were introduced following the DTI
consultation, and enacted the recommendations already laid down. The
Regulations apply to all companies that are incorporated in the UK and
are listed on the London, New York or NASDAQ Stock Exchanges or in
a member state of the European Economic Area. They do not apply to
companies listed on the Alternative Investment Market (AIM). The
DRRR require that companies establish a Remuneration Committee,

294 Essentials of human resource management Chapter 14

H6795-Ch14.qxd  4/4/06  10:18 AM  Page 294



which must produce a report as part of the annual reporting cycle and 
disclose details of individual Director’s reward packages and of the
Company’s remuneration policy. A resolution on the report has to be
put to the shareholders’ meeting for a vote. We should note that the vote
is not on details of individual pay nor does this require the company to
pay Directors any specific amount. These committees are constituted to
review the remuneration of the board, and other executives at senior
level. They consist of non-executive Directors, and are usually serviced 
by specialist compensation advice either from in-house specialists or by
consultants.

There have been a number of consequences resulting from this
change. The main thrust has been to promote transparency and disclos-
ure, and to encourage shareholders to have more control. HR Directors
on main Boards spend some of their time now talking to shareholders,
explaining the reasoning behind reward plans. Although the regulations
only apply to Directors, there has already been some knock-on effect
down the organization, so that remuneration policies sometimes cover
all managers, or even all employee groups in the report. There is some
convergence in Europe with a series of similar rules. In the USA, the
Sarbanes-Oxley Act, which seeks to prevent corruption even in com-
panies outside the USA if they trade in the USA, may affect practices
globally also, e.g. by preventing auditing companies from also provid-
ing their clients with advice on rewards. Nevertheless, cases of excessive
rewards continue to be found by the press. These often concern pension
payments or golden farewells, or bonuses in failing companies. ‘Rewards
for Failure’ – another later White Paper – has not yet been acted upon.

Director level reward packages typically consist of the elements
shown in Figure 14.9.
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Base pay Bonus (short- and
long-term bonus)

Benefits LTIPs Perks
Figure 14.9

Elements of a typical
director level

reward package

The design questions relate to the proposition of these elements, and
to questions about comparator companies, the nature of the pension
benefits and the design of the bonus and stock options schemes in the
variable element including the Long-Term Incentive Plans (LTIPs).

Benchmark comparison companies are best chosen according to
market capitalization and sector and, if possible, the competitive strategy
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they adopt. CEO and Director rewards will be based upon commercial
targets which should be similar. Base pay median for all the FTSE 100
lead executives is £625 000 p.a. (IDS Directors Pay Report, 2004b).
There has been a move towards cash and bonus rather than stock
options, which suffered from the fall in stocks in the early 2000 period.
In the FTSE 100, 96.8 per cent of Boards were paying their members
an annual bonus, with 49 per cent paying a deferred bonus. Bonus
schemes increasingly incorporate some equity, e.g. through deferred
shares and matching shares. Performance targets for FTSE 100
Directors include profit targets (45.7 per cent), personal objectives 
(50 per cent), Earnings Per Share (4.3 per cent) and Return on Capital
Employed (19.6 per cent). Bonuses of various kinds amounted at the
median to £452 000 p.a.

Pensions are one area where the changes to the cap, from an annual
to a lifetime cap, have encouraged companies to use the opportunity to
reshape the whole package. From 6 April 2006 the lifetime allowance
will be worth £1.5 million in 2006/07 and will increase in predeter-
mined steps to £1.8 million in 2010/11. With simplification there has
come complexity in the transitional arrangements, however. In the
future, individuals will be able to put a windfall into their pension pot
until they reach the limit.

LTIPs had grown in popularity. Stock options have always been a
central feature of LTIPs. They are extremely popular in the UK and in
the USA. A stock option has been defined as:

A stock option is the right (not obligation) to purchase a stated
quantity of stock at a stipulated price (strike price) over a given period
of time (exercise period) following certain eligibility (vesting)
requirements. (Milkovitch and Newman, 2005, p. 458)

There are many variants. Shares may be granted at a reduced price
provided they are not sold before a particular date or offered as per-
formance shares, which are earned by achieving certain targets, such as
ROCE, or EPS. In 2004, LTIPs were worth £604 355 at the median of all
FTSE 100 lead executives’ pay and earnings from share option profits
were £284 400 at the median for this group (IDS Top Pay Report,
2004b).

Although the salaries for Directors are rising, the UK figures are
nowhere near to those paid to the Board members of US companies,
where $80+ million is not an unusual reward package in top companies.
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Questions
1 What should be the main objectives of a modern salary/wage policy? How can we

ensure that it is being applied equally?
2 What are the advantages of long-term group bonus schemes? Illustrate your answer

by reference to an added value scheme.
3 How can we introduce flexibility into salary structures without losing control 

of costs?
4 How can we overcome the problems that are associated with performance-based

pay schemes?
5 What are the steps to take in conducting a salary survey?
6 What place should profit share schemes have in a total reward package?
7 From your recent experience of newspaper reports do you believe enough has been

done to curb ‘Fat cat’ pay rises for Directors?
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C H A P T E R

Conditions of service
15

For Human Resource Management to achieve its strategic purpose HR
policies and interventions of various kinds will need to be created.
Implementation of HR strategy is through policies designed to deliver
the strategic people response to business needs. In addition, condi-
tions of service governing such issues as hours of work, holidays and
pensions are fundamental to the contract of employment that exists
between the employer and the employee.

Companies face a number of options when constructing their HR
policies. The decisions made will reflect their philosophy of HR and
therefore have a fundamental effect on relationships at work. A num-
ber of factors will have to be taken into account by managers who 
confront the range of options available:

1 Financial considerations: the direct and indirect returns on
investment have to be investigated, which entails a cost/bene-
fit analysis of each policy.

2 The stability of the labour force: here, the impact of the proposed
policy on those groups who seek organizational careers should
be examined.

3 The age and sex distribution of the labour force: this raises the ques-
tion of what influence these measures have on the operation
of the policy.

4 The administrative costs involved in servicing the policy: e.g. the
costs of running a pensions scheme.

5 State welfare benefits: how do these affect the policy?
6 How will the policy impact upon the employer brand, and how will it

affect the psychological contract with employees?

In this chapter we will look at some of the fundamental conditions of
service: hours of work, holidays, sick pay, pensions and welfare policies.
The strategic issues to which these relate are the flexibility of the
organization, the extent to which the HR policies create a positive
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employer brand, and issues related to family friendly contract terms
and benefits.

Flexible working

Flexibility policies can be viewed as of strategic importance, in so far as
sourcing, customer relationships, responsiveness to new demands and
to new technologies, and new business opportunities are concerned.
Sourcing is affected by the capacity to recruit from different labour mar-
kets, e.g. by being able to recruit women returners to work after maternity,
and to reflect social diversity in the organization. Customers increasingly
demand service at weekends and at later hours, or to be available over 
holiday periods. New technology offers employers and employees oppor-
tunities for flexibility of location, and of time. Contractual flexibility,
including part-time working and franchise and subcontracting arrange-
ments, provide new business opportunities and different cost platforms.
There is therefore flexibility of time, of task, of contract and of location.
Tables 15.1–15.3 show the current usage of these practices in the UK.

The current usage of these practices in the UK may be judged from
the 2003 CRANET survey.

Table 15.1
Flexibility of time. Proportion of employees in UK organizations subject to
these arrangements

Used for proportion (%) of organization

Not used �5% 6–10% 11–20% 21–50% �50%

Weekend work 35 26 12 6 10 10

Shift work 29 19 10 9 13 21

Overtime 7 21 18 18 21 15

Annual hours 74 14 2 2 3 4

Part-time 3 40 18 17 15 6

Flexitime 52 15 8 6 7 11

Job sharing 45 46 7 1 – –

Compressed 71 19 6 2 1 1
work week

Source: CRANET survey, 2003. (Note rounded numbers) (n � 1047 organizations)
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Hours of work

The hours of work for any job are a result of tradition, collective bar-
gaining, technical necessity, and convenience for management control
and for communication needs. There are some people, such as sales
representatives, for whom there may be no normal hours of work.

The distinction should be drawn between ‘basic hours’ and the normal
hours worked, which may include overtime. For some of the major indus-
tries, the basic hours are subject to negotiation between employees and
trade unions at a national level. When thinking of basic hours, we have to
be sure of what is included: does the time include tea breaks, lunch
breaks, time for starting machinery or for cleaning up, etc.?

Overtime is more common in the UK where, until recently, around 16
per cent of employees worked more than 48 hours per week, which is
more than in other European countries. As a way of bolstering earnings
in low-paid jobs it is clearly an unsatisfactory approach by which whole
occupational groups and management come to rely on longer hours.
The tendency to use overtime as a common way to flex labour in response

Table 15.3
Flexibility of location. Proportion (%) of employees in UK organizations subject
to these arrangements

Used for proportion (%) of organization

Not used �5% 6–10% 11–20% 21–50% �50%

Home-based 68 27 3 1 1 –

Teleworking 80 16 3 1 – –

Source: CRANET survey, 2003. (Note rounded numbers) (n � 1047 organizations)

Table 15.2
Flexibility of contract. Proportion of employees in UK organizations subject to
these arrangements.

Used for proportion (%) of organization

Not used �5% 6–10% 11–20% 21–50% �50%

Temporary/casual 14 53 20 9 4 1

Fixed Term Contracts 25 57 11 4 2 1

Source: CRANET survey, 2003. (Note rounded numbers) (n � 1047 organizations)

H6795-Ch15.qxd  4/4/06  11:27 AM  Page 300



to changes in demand is diminishing in preference for changed working
time arrangements.

There is legislation in the UK covering the permitted hours of work for
women and young people, and for occupational groups such as drivers,
for health and safety reasons. There is also European-wide legislation on
hours of work, as described in Chapter 21, but a summary of the main
rules is given below.

The Working Time Directive came into force in the UK on 1 October
1998. This stipulates a 48-hour week, 4 weeks’ paid holiday per year,
weekly rest periods of at least 24 consecutive hours every 7 days, a daily
rest break of at least 20 minutes during a working day of 6 hours or more
and a daily rest period of 11 consecutive hours in every 24-hour period.

The rules about working times are complex. Air, road, and seafaring
workers are excluded from the rules. All those on a contract of employ-
ment are included, but a minimum of 13 weeks’ service is required and
the genuinely self-employed are excluded. Exemptions are few. For
example, partners are exempt (but not solicitors), as are very senior
autonomous workers. Under Regulation 21 certain provisions are
excluded in specific circumstances, e.g. where there is a need for contin-
uity of service or production, such as hospitals, prisons or the media.

The calculation of the average weekly hours is over a 17-week refer-
ence period. If an employee or employer opts out of the 48-hour week,
for special reasons, the employer or the employee must keep a daily
record of the hours worked. Night workers cannot opt out, and their
average normal hours should not exceed 8 hours for each 24-hour
period. Night workers are entitled to a free medical assessment.

Holiday pay may be accrued and paid at the termination of employ-
ment. The regulations only deal with minimum leave entitlement.
Regulations are enforced through employment tribunals.

There are many variations in hours, according to industry and 
occupation and, of course, where there is shift working or where flexi-
ble hours are used. These two aspects of hours are worthy of special
attention.

Definitions – forms of flexibility

■ Weekend work: working Saturday and/or Sunday.
■ Shift working : working one of a set of consecutive periods into

which a 24-hour working day is divided.
■ Overtime : extra time beyond employees’ normal time, added

on to a day or shift.

Chapter 15 Conditions of service 301
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■ Annual hours contract: agreement to work number of hours
annually.

■ Part-time work: hours of work defined as part-time by employer
or legislation.

■ Job sharing: dividing up one job between two or more employees.
■ Flexitime: some working hours may be determined by employ-

ees, around a fixed ‘core’ time.
■ Temporary/casual: workers employed on a temporary basis for

a number of hours, weeks or months.
■ Fixed-term contracts: workers employed for a fixed number of

months or years.
■ Home-based work: workers whose normal workplace is home but

who do not have permanent electronic links to a fixed workplace.
■ Teleworking (technology based): workers who can link electronic-

ally to a fixed workplace.
■ Compressed working week: totals a standard number of hours

compressed into a reduced number of shifts.

Shift working

Shift working is introduced to make more efficient use of machinery,
to increase production, or because the customers, the service users
market or the technology require continuous staffing. There are five
main types of shift working, as shown in Table 15.4.

In addition to these shift patterns, there are different forms of part-
time working used, and mixtures of the systems outlined in Table 15.1,
e.g. one part of a factory may be working, say, permanent nights, while
another part operates a ‘twilight shift’ from 16.00 to 22.00.

Shift working leads to problems with domestic and social life for many
employees, and may give rise to health worries. Most of our lives seem to
be structured to a working existence where 08.00 to 17.30 is the norm. In
the provision of children’s schooling, travel and services, the assumption
of daytime working is made. There are trends towards more 24-hour
shopping, and telephone banking, which are gearing people’s lives to
a different style. Although there may be compensation in being at
home when others are at work, partners and children can be upset by the
irregularity of hours and absences in the evening. The change of the shift
cycle from days to nights, and then back, disturbs the bodily functions –
the circadian rhythms of heart, respiration, body temperature, blood
pressure and digestion. ‘Stress’ manifested in sleeplessness, digestive dis-
orders and even depression, may therefore be felt by some shift workers.
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The research on the effects of shift work on health is inconclusive so
far, but it is possible that some people are better able to accept the dis-
turbance of different shift cycles than are others. The extent to which
the shift worker’s family accepts the pattern of the hours, and whether or
not the worker is psychologically prepared to accept the changes, may be
the key factors.

There are also managerial problems with shift work. Communications
between the members of each shift are often inaccurate, and the night-
shift personnel may feel left out or come to regard themselves as a sepa-
rate unit. Friction between the shifts can arise from apparently trivial
incidents, such as the cleaning up of machinery or failure to report a
new technical problem. It follows, therefore, that management must
make a special effort in:

■ training managers in the special problems of shift work
■ attending to shift workers’ communication problems, e.g. 

by working along with shift supervisors and using written 
communications

■ the provision of welfare, occupational health and catering
facilities, such as canteens and social clubs, which cater for the
needs of the shift worker.

Table 15.4
Example of shift-work patterns

Shift type Hours Typical start times Cycle
per shift and finish times

Double day 8 hours per day 06.00–14.00; 14.00–22.00 2 groups of workers rotate each week,
early/late shift

Day and night 10 in 24 hours 08.00–18.00; 22.00–08.00 2 groups of workers alternating weekly
alternating or fortnightly, with rest days in 

between

Permanent 11 in 24 hours 18.30–05.30 2 groups of workers, 2-week cycle,
nights with rest days: 3 rest days after 

1st week, 2 rest days after 2nd week

3-shift 8 in 24 hours 06.00–14.00; 14:00–22.00; Weekly or fortnightly for the 3 groups
discontinuous 22.00–06.00 of employees

Monday to Friday inclusive

3-shift 8 in 24 hours As above, but 7 days 4 groups of employees’ cycle for 
continuous Monday to Sunday inclusive 3–24 weeks. 1.Traditional pattern:

one week of each type for each 
person, with rest days; 2.‘Continental’ 
pattern: 2 or 3 shifts of the same kind,
with rest days in between
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Clock time and task time

Hours of work are not important to those whose activities are directed
towards the accomplishment of tasks irrespective of when they occur. To
use Berne’s (1975) terms, we can distinguish between ‘clock time’ and
‘task time’. Attendance at work at particular times may be essential for
jobs that give a service to others, but for other posts where there is an
amount of work that has to be completed, quite apart from the time,
attendance can be more flexible. It may also be possible only to pay
people when ‘called out’ to work: i.e. to employ them on zero hours con-
tracts. The development of a more flexible approach to working hours
stems from the desire of employees to avoid rigid timekeeping and for
employers to meet the needs of customers and to overcome the difficul-
ties that employers have in recruiting and retaining staff in some areas.

New technology in the form of laptops, fax machines and on-line
facilities has revolutionized the way work is done and, just as signifi-
cant, where work is done. Homeworking and flexible contracts fit
together well for some people, where work may be completed in the
evening or at weekends at home without any loss of efficiency. There
are potential gains – by working at home and avoiding wasteful jour-
neys to and from work, more productive hours are available, able staff
whose contribution would otherwise be restricted through childcare,
care of the elderly or through disability, are able to work, and creativity
is encouraged. However, homeworking does potentially reduce the
socializing benefits of congregating with fellow workers and, in spite of
teleconferencing, makes meetings less easy to attend and to run.
Homeworking for managers who also go to the office may create a situ-
ation where work becomes intrusive in the home.

Flexible working hours

The basic principles of flexible working hours have been described by
Baum and Young (1973, p.19) as:

The essential aim of the flexible working day is to replace the traditional
fixed times at which an employee starts and finishes work by allowing him/
her a limited choice in deciding his/her starting and finishing time each day.

A ‘core time’ (see Figure 15.1) is established by the employer when attend-
ance is required – usually the middle period of the day, excluding the
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meal break. The start and finish times are variables on either side of this.
The contract between the employer and the employee fixes the number
of daily contracted hours, which are assessed over periods of from one
week to one month. The employee thus starts and leaves work at times
that are convenient for him or her, times which can vary day by day to suit
his or her own circumstances. When an employee works longer than the
contracted daily hours a credit is carried forward or, if he or she works
less, a debit. The period over which the employee is expected to balance
debits and credits is known as the ‘accounting period’, and can be a week,
two weeks, four weeks or a calendar month. The idea was pioneered 
in Germany, but has now spread to the UK where there are a number of
different types of flexible working hours (FWH) schemes in operation.
Electronic recording equipment is used because of the necessity for large
numbers of accurate records to be processed.

As an illustration of the variety of schemes, we can note that there
are those that have flexibility over the lunch break, and there are dif-
ferent approaches to the amount of core time, the total debits and
credits allowed to accumulate, the length of the accounting period and
the methods of calculating holidays and overtime.

In the case of Figure 15.1, the employee may start any time between
07.00 and 10.00, and the time of leaving is flexible from 16.00 to 18.00.
He or she must take at least half an hour for lunch between 12.00 
and 14.00.

A further refinement is used where the employee can carry credits
over to the following accounting period, and these can be put towards
holiday entitlement. The company would need to have agreed a for-
mula for credit leave units, which could be half or whole days based on
the number of contracted hours per day.

A company policy on the ‘core time’, the accounting period and
how credits and debits will be dealt with should be thought out well in
advance. Questions about how overtime is to be calculated, what to do
about domestic crises, the problem of part-time staff and explanations
about the equipment on which records will be kept must be dealt with
early on in the planning. Communication about the scheme needs

Core time Core time

7.00 8.00 9.00 10.00 11.00 12.00 13.00 14.00 15.00 16.00 17.00 18.00Figure 15.1
An example of a
flexible working

hours scheme
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expert handling with extensive consultation beforehand, and the role
of the first-line supervisor is crucial in this process.

The overriding constraint on FWH schemes is the needs of the busi-
ness, and there will be many occupations where it is not practical.
Flexible working hours schemes seem to be most used where there are
large numbers of administrative staff, such as in national and local gov-
ernment departments and large insurance companies, and the bene-
fits of the scheme for recruitment in tight labour markets are clear.

Flexible working hours should be distinguished from agreements
made between employers and trade unions to work a total number of
hours per year, the precise start and finish times to be decided by man-
agement. Such annualized hours contracts allow organizations to match
closely the amount of labour to market demands. This is helpful, for
example, so that there is sufficient labour to meet the peaks in a seasonal
demand. Annual hours agreements give control to management over
working time – the flexibility is at their discretion – whereas flexible work-
ing hours are (within limits) under the control of the employee.

Strategic use of flexibility

An analysis of the data on flexible working practices reveals a number
of associations between the data, from which we may see patterns in
the use of flexible working and bundles of practices which are associ-
ated together (Croucher and Mills, 2004).

■ Non-established workers: part time, job share, temporary or
casual, fixed term contracts.

■ Extended hours: weekend working, shift work, overtime.
■ Flexible hours: job share, flexitime, compressed work week.
■ Remote working: home-based, teleworking.

These factors, which emerged from a factor analysis, showed that
employers adopting one practice in the bundle have a high probability
of using the others in the bundle, implying that there are distinct labour
market strategies, which may, of course be dictated by specific contextual
conditions. Atkinson proposed in 1985 that flexible strategies would
revolve around a core of permanent, stable employees, so that employ-
ers could flex their labour in accord with demand. The evidence here
suggests that employers adopt a range of flexible strategies due to a mix-
ture of demand led and sourcing needs.
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Holiday entitlement

Employees now have a right to 4 weeks’ paid holiday per year. The main
difference is between rules under which the employee has to build up
his or her entitlement first, by working for the full ‘holiday’ year, and
schemes where the employee can anticipate his or her completion of a
year’s service.

The holiday entitlement year is the year during which entitlement is
built up. This may be the same as the calendar year, or based on ‘finan-
cial’, ‘accounting’ or other ‘years’. Factory shutdowns were common in
some industries for the whole holiday period, for example, the ‘Wakes
Week’ in northern England, and where there are localized traditional
days such as the ‘Glasgow Fair’. There are often good technical reasons
for a total shutdown, which provides time for essential overhauls and
maintenance on the factory buildings. Shutdowns also avoid difficul-
ties where the work is so interlinked that staggered holiday arrange-
ments would not be practical.

Sick pay

The fear of losing earnings through sickness absence haunted workers
until social security and sickness schemes were introduced.

The main rules regarding statutory sick pay (SSP) are that employers
pay SSP where there is an entitlement for up to 28 weeks to employees
who are sick for at least 4 days consecutively (including weekends and
bank holidays). Entitlement is determined by the following:

1 SSP is paid for whole days (not parts of days).
2 Employees must comply with the employer’s rules regarding

notification of absence.
3 Payment is only made for the fourth and any subsequent quali-

fying days.
4 A period of entitlement begins with the first day of incapacity

to work and ends when the first of any of the following events
occurs: SSP is exhausted, the incapacity period ends, the
employee is in prison, the contract of employment ends, or the
maximum period of entitlement (three years) is reached.

5 There are special rules regarding pregnancy, invalidity pen-
sions and trade disputes.

H6795-Ch15.qxd  4/4/06  11:27 AM  Page 307



308 Essentials of human resource management Chapter 15

Absenteeism

Unscheduled absences from work give rise to serious management
problems. Planning is brought to nothing by the absence of a signifi-
cant number of the workforce.

The costs of absences in the public sector in the UK were brought to
the public notice in the Chancellor of the Exchequer’s Spending Rev-
iew in 2004. This invited the Department of Work and Pensions to exa-
mine the management of long-term sickness absence. They showed
that the public sector lost around 10/11 days per annum, compared to
the average for the private sector of around 8.5 days. The Guardian news-
paper reported: ‘Public Sector sick days cost taxpayers £4 billion p.a.’.
A number of policy initiatives were then taken to ensure personnel are
‘Happy, Healthy and Here’.

The private sector has also taken absenteeism seriously. Tesco, for
example, reported that, in 2002, average absence ran at 7.2 per cent p.a.
Missing employees were putting extra pressure on those who did attend.
Consequently, a new programme was introduced: ‘supporting your
attendance’ aimed at giving managers the leadership skills to manage
relationships and the absence process, as well as how to be more flexible
in planning time off with staff, and in job design, and to involve staff in
absence reduction. Policy initiatives included ‘welcome back meetings’
and ‘attendance review meetings’. While management took initially a
flexible approach to each case, a harder line would be taken if absences
continued. There is a policy not to pay for the first three days of sickness
for new starters from July 2004. The results of the programme, which
had the support of the trade unions, were a reduction by 20 per cent in
absence from March 2003, and a 33 per cent reduction in prolonged
absence from October 2003. Sick days were reduced by 2 days per
employee per year, and the sick pay costs were reduced by £4.6 million.

Sick-pay schemes are sometimes blamed for influencing those who are
not genuinely ill to stay at home, because the threat of loss of earnings
has been removed. However, the subject is more complicated than it may
appear. There may be more illness among certain groups of workers
because of the nature of their work. Hourly rated personnel may have to
take days off for spurious illnesses, since, unlike their monthly paid
counterparts, they are more stringently supervised and can only attend
to personal problems in this way. Although it is easy to accuse someone
of malingering if he or she takes a number of single days off for rather
unconvincing reasons, the person concerned may be under some form
of stress or just have a general feeling of unease, tiredness and fatigue.

H6795-Ch15.qxd  4/4/06  11:27 AM  Page 308



Chapter 15 Conditions of service 309

Absenteeism may also be a safety valve preventing serious industrial
unrest, as it allows individuals a way of expressing a token protest.

There are more clearly identified trends in absenteeism. Alcohol is a
significant cause of absences on Mondays. There are occupational rea-
sons for illnesses – drivers often suffer from ulcers and digestive com-
plaints, and ‘jet lag’ has come to be accepted as a reason for absence for
globe-trotting executives, for example. The stress of each job is not obvi-
ous to outside observers. The overall effect of these factors is to put pres-
sure on employers to curb sickness absence.

Stress

‘Stress’ is a generic term for a whole area of problems arising from phys-
ical and psychological reactions to perceived challenges or threats to well-
being which are beyond the subject’s normal capacity to meet. There are
physical symptoms of stress, such as high blood pressure, eating disorders,
sleeplessness, irritability and so on. The extent to which the person
affected is feeling adverse reactions to a stressor will be mediated by the
perception of the stressor, the individual’s personality type, the degree of
control over the situation felt by the subject and the coping style adopted.

Many people will experience some mental difficulties in a lifetime. It
is estimated that around 20 per cent of people will suffer a major
depressive episode in their lifetime (that is, lasting two weeks or more),
15 per cent will suffer from some kind of anxiety disorder, 33 per cent
have had at least one panic attack and 11 per cent have suffered from
some kind of phobia. There is growing evidence that illnesses, such as
immune system problems (e.g. opportunistic infections and allergies),
some cardiovascular disease, memory loss and even sexual dysfunction
have a stress-related element. ‘Burn out’ symptoms, such as irritability,
persistent sense of failure, blame or guilt, feelings of discouragement,
lack of concentration, rigid thinking, suspicion of others and social isol-
ation can be traced often to a long exposure to stressful situations.

Those with mental ill health problems are often frightened to reveal
their difficulties to others, so great is the stigma and, where it is obvious,
research has shown 38 per cent of people with mental health problems
reported being teased, harassed or intimidated at work (Read and
Baker, 1996). Work intensification has recently been seen as one cause
of increasing reports of stress. The most highly rated causes named
recently were time pressures deadlines (60 per cent), work overload 
(54 per cent), threat of job losses (52 per cent), lack of consultation 
(51 per cent) and understaffing (46 per cent) (Cooper/TUC, 1997).
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There is now a legal requirement to deal effectively with work-
related stress (as demonstrated in the Walker v. Northumberland County
Council case 1995 IRLR 35QB) and the Department of Health esti-
mated in 1995 that 9.1 million working days are lost each year due to
stress-related illness, costing £3.7 billion.

Corporate reactions include Employee Assistance Programmes, where
employees can talk to counsellors who are independent of the company,
and better occupational health policies and health education relating to
eating, exercise habits and stress reduction are often conducted in work-
shops (see Box 15.1). A number of companies have developed extensive

Box 15.1 Resilience and coping behaviours

Marian Roden has described the characteristics of resilience suggesting that resilient
people posses a number of clearly defined attributes, using the categories found in
Conner (1995): self-assurance and sense of personal security, clear vision, flexible in the
face of uncertainty, structured in managing ambiguity, proactive and energetic.

These qualities can be developed by attention to life balance, effective pressure man-
agement, self-responsibility, personal values and a sense of purpose, effective decision-
making, flexibility, optimism and continuous personal renewal or self-development.

Source : Roden, M (2002).

The Pressure Management Indicator (PMI) is a psychological model where sources
of pressure are balanced by a person’s skills in coping. It has been validated and is
widely used.

The PMI questionnaire of 120 questions can be taken which provides individuals’ 
levels of stress, the sources of pressure, coping mechanisms and effects.

Source : Dr Stephen Williams, Resource Systems, Harrogate.

Personality

Effects

Growth

Positive

Negative

Stress

Coping
mechanism

Source of
pressure
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and well-regarded programmes (e.g. the Astra Zeneca ‘Calm’ programme,
and the Marks & Spencer ‘Managing Pressure’ programme).

Occupational health

There have been occupational health initiatives since Dr Thomas Legge’s
appointment as the first Medical Inspector of Factories and Workshops
in 1898. The World Health Organization (1986)defines health as ‘not
merely an absence of disease or infirmity but also a state of physical,
mental and social well-being’. The Health and Safety Executive lists the
modern environment for occupational health as:

1 Comprehensive Health and Safety legislation – actively pro-
moted by the European Union.

2 Concept of risk assessment firmly established in practice.
3 Increased professional standing and organization of occupa-

tional health disciplines, including medical (organized through
the faculty of occupational medicine, as a part of the Royal
College of Physicians) nursing, ergonomics, etc.

4 Greater expansion of the general biomedical science base.
5 Widespread public and media interest.
6 Greater access to sources of information, including via the

Internet.

The Health and Safety Commission is constantly pushing forward the
frontiers; witness the code of practice on stress at work. Nevertheless,
organizations do not often invest in their own medical officer, so there
is a danger that HR staff may not always have access to medical opinion
trained in employment matters if they rely on reports from the general
practitioner rather than use specialist occupational health advice.

If managers are fretting about malingering, they must separate out
the genuinely sick from those who are not genuinely ill. Illness has no
precise definition; it is, therefore, best left for managers and supervisors
to deal with individual cases with the help of occupational health special-
ists and HR managers if necessary. Perhaps the most useful approach is
to try to create conditions under which employees want to go to work
and look forward to the experience rather than fear or dislike it.

Pension schemes

Pensions are a significant aspect of the reward package, both in being an
employer of choice and because pension costs can amount to as much as
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20 per cent of the annual payroll. There are two approaches to pensions:
defined benefit schemes where the pension is calculated as a proportion
of final salary (sometimes therefore called final salary schemes), and
defined contribution schemes where regular payments are made into an
investment fund, and the pension is based on the value of the fund.

The pressures of an ageing population and the failure of many indi-
viduals to invest in their pensions early enough have produced a crisis
in pensions in the UK. This is exacerbated by a fear that investments
from defined contribution schemes may be insufficient and too risky
to meet long-term retirement needs of individuals.

Governments of various persuasions have sought to shift the responsi-
bility for provision back to the individual. Responses to these pressures
have also seen a move away from defined benefit by employers seeking to
avoid difficult-to-meet liabilities through a switch to defined contribution.

A further solution proposed is to raise the overall retirement age to
67 years of age, and to create a more flexible approach to retirement
altogether in line with the 2006 legislation to remove age discrimination.

The decision by the European Court in Barber v. Guardian Royal
Exchange Assurance (in 1990) that pension schemes are a part of ‘pay’
has resulted in a number of rulings that have brought pensions within
the equal pay provisions, to remove discrimination against women on
pension matters. Pension ages for state pensions will be equalized
gradually from the year 2010 onwards.

Part-time employees must now also have the right to enter pension
schemes. It is the duty of pension fund trustees to comply with European
law, and employers can be told to make up contributions to the pension
fund to enable the trustees to meet their European law obligations. The
Pensions Act 1994 introduced a general principle of equal treatment
between men and women in respect of pensions, and rights to trustees
for paid time off for training and further duties. All occupational pen-
sion schemes must treat maternity and parental leave as pensionable
service. Pensionable service must accrue at the normal rates of pension-
able salary and cannot be reduced by lower pay during the leave. In
money-purchase pension schemes the employer has to pay any shortfall
in normal employee contributions based on normal salary. For final
salary pension schemes, the employer is not required to pay the extra
contributions, but is liable for the solvency of the fund as a whole.

Outplacement

There is now extensive use of outplacement for those made redun-
dant. This consists of the provision of special counselling and help
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through the transition, as well as the creation of a job search strategy
for the individual affected. Approximately 75 per cent of companies in
the UK use either external (consultancy-based) outplacement or intern-
ally provided outplacement services. These are in various forms, from
one-to-one counselling and help (often for executives) down to group
schemes for shop-floor workers. There is a burgeoning outplacement
industry in the USA, as well as in other parts of Europe and the UK.
The objective, from the employer’s point of view, is to ease the pain of
redundancy by including outplacement in the package, and also to
demonstrate to the ‘survivors’ (those who remain after their colleagues
have been made redundant) an acceptable level of care in order to
maintain the motivation and morale of the survivors – who are a key
group in any restructuring.

Welfare policies

Personnel management originated in part from the early welfare workers
of the 1890s to 1918. With the growth of employment management from
the 1930s, specialist welfare departments have become only adjuncts to
the main HR department. The welfare role has moved into specialist ser-
vices, and has also become more diffuse in its general applicability.

The management of people now brings managers into contact with
a huge variety of personnel problems and organizational issues, rang-
ing from drug abuse, alcoholism and Aids, to overwork, stress and
problems arising from single parenthood, care of the elderly and inter-
personal disputes about smoking or other habits.

Smoking (even passive smoking) causes around 100 000 deaths each
year in the UK. The number of people reported HIV-positive rises each
year, along with the smaller number with full-blown Aids. Smokers and
Aids sufferers can cause disruption not just from absence due to illness,
but also from the reactions of others around them. However irrational,
these factors need to be taken into account.

Drug abuse is becoming a major problem. In 1991, in Manhattan,
New York, a subway accident caused the deaths of five people, with 170
injuries. A vial of crack cocaine was found in the driver’s cab, and later
the driver was found, drunk. In the USA, 66 per cent of drug users are
employed, and the dangers are obvious. There is a growing trend
towards testing employees, and prospective employees, for any evi-
dence of substance abuse.

Specialist assistance and care is needed to help these people, but
before that can be provided line managers and HR staff have to manage
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the referral of employees to the appropriate agencies, as well as manage
the communications issues.

The welfare role of the manager

All managers have a welfare role to perform for their staff. The imme-
diate line manager or supervisor will be first to notice the signs that an
individual has a problem – poor performance, absence, sickness and
difficulties in relationships will be seen by the perceptive manager, who
should be conscious of the importance of a sense of well-being for the
achievement of results.

Such an approach by managers does mean that they see themselves
as helpers to their staff. Helping in this sense is being supportive, 
problem-solving with subordinates and constantly seeking ways to make
the employee successful. Given such a manager–subordinate relation-
ship, personal problems and sickness, for example, will be problems the
subordinate will want to share and, if it is feasible, to seek help in solving.

There will be occasions when expert assistance is required. The skill
for the manager in his or her welfare role therefore, has two aspects.
He or she must be able to diagnose with the employee what the prob-
lem is and, if possible, help to solve it, and he or she must be able to
persuade the employee that expert help is required where necessary.

Counselling at work

The first stage in seeking help is the ‘counselling interview’. This kind
of interview requires a problem-solving approach. To apply this tech-
nique, experience and training are needed, but the following outline
gives an impression:

1 The identification of the problem: this requires a non-directive
approach, using open-ended questions which allow the prob-
lem holder to explain his or her problem, listening and not
offering advice or evaluative comments. The manager or wel-
fare officer must remain neutral at this stage. To allow the
employee to talk about topics that are highly sensitive, it is
important that he or she be given time to think and express him-
or herself – thus silences should be allowed, and techniques for
opening up the problem should be used, e.g. ‘reflecting back’
key phrases to elicit some further expansion of the issues raised.
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2 The conditions under which the problem occurs: by exploring the
conditions under which the person experiences the problem,
the ‘boundaries’ of the problem can be found. If the condi-
tions changed, would the problem change? The ‘conditions’
include the feelings of the person whose problem it is. These
feelings are facts. By allowing problem holders to reveal what
their own feelings are, they will come to accept their own 
part in the problem. Active help that a supervisor might con-
template to alleviate problems could include changes within
the job, relieving pressures for a temporary period, or getting
the subordinate to use his or her workmates in helping to
resolve a problem.

3 Solutions to problems will only be real solutions if the person who
believes there is a problem also believes in the solution: it is most
likely that people will believe in the solution if they put it for-
ward. They should therefore be encouraged by the manager
to do so, and a useful role for the manager is to get the subor-
dinate to evaluate his or her own solutions rationally.

4 Where a problem is identified which requires expert help: this switches
the focus to the problem of how to achieve a fruitful conjunc-
tion between the problem holder and the expert agency (e.g.
drug addiction centres, marriage guidance). Various types of
supportive behaviour will assist: e.g. giving time off, respecting
confidentiality, accompanying a nervous person on the first
visit.

It is clear from the above rather brief account of counselling that there
is a difference between ‘counselling’ and ‘discipline’. The distinction
is in the concept of discipline that the manager possesses. If he or she
believes that the employee can change him- or herself then the coun-
selling role is appropriate. Only when this has been tried and failed
should he or she move into the discipline procedure (see Chapter 19).

Specialist welfare roles

Specialist welfare officers can offer a unique role. Where they are neither
part of senior management, nor within the employee groups, they can
portray a kind of neutrality which makes them valuable as helpers in the
wider social problems that society faces. The personal problems experi-
enced are sometimes so serious that they need to be discussed with some-
one outside the chain of command. For the person with problems of
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alcoholism, or whose children are in trouble, for example, the neutral
welfare officer may also have useful contacts with outside help. Their
specialized experience will also enable them to recognize problems
more readily. The most productive arrangement is where there are well-
trained, sympathetic line supervisors and an experienced welfare officer.
Given a mutual desire to help employees, much can be accomplished by
these two working together.

Typical welfare problems

Young employees

Line managers and welfare officers should take a particular interest in
young people. Line managers are giving a lead to youngsters by their
example, and are building up the new entrants’ supervisory skills when
they inculcate a helping, caring attitude. Welfare officers should make
themselves known to new employees and should be active in bringing
sports and social activities to their attention. It is particularly valuable
for the welfare officer to bring together young people who can then
share common problems in a mutually supportive relationship. Accom-
modation is often a problem for new employees in large cities, and 
one might expect a register of accommodation to be kept within the
HR or welfare department that should be vetted for standards and the
list should be kept up to date.

Retirement

Retirement comes as a shock to many people. The whole of a family’s
domestic and social existence is predicated on the assumption of a regu-
lar income and the security provided by employment. Patterns of
behaviour that have come to be regarded as normal for 40 years are
suddenly changed on the 60th or 65th birthday. There is a need to pre-
pare people for retirement, therefore, by attending pre-retirement
courses and discussion groups. The preparation will cover the practical
questions about pension and social security benefits, taxation prob-
lems, how to keep fit and how to develop new interests, and will give
employees a chance to become acquainted with the idea of retirement.
Welfare officers and senior line managers should continue meeting 
ex-employees after retirement and be on the lookout for hardship.
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Catering facilities

Welfare policies are not only concerned with individuals. Catering facili-
ties, sports and social clubs, company outings, long-service awards and
preferential purchase schemes are just some of the areas that welfare poli-
cies cover. Of these, catering tends to be most contentious. Among these
general welfare policies, the quality of the catering facility and the amount
of subsidy are most likely to affect relationships. This is quite dispropor-
tionate to the costs, but it reflects the concern of people who will take even
minor failures in catering very personally. Matters such as cleanliness, the
quality of the cooking and the prices are among the most crucial. To help
diminish the contention, many companies have put the control of cater-
ing in the hands of a committee representing employee interests, or have
outsourced the restaurant or canteen to high-quality specialist providers.

Personnel records and statistics

We have discussed HR information systems in an earlier chapter. The
use of distributed systems, self-service and HR Call Centres have revo-
lutionized HRM. The technology itself is not important. What matters
is how information is analysed and used.

Personnel records and statistics provide the information that is an
essential part of a system for effective HR management. They are continu-
ously necessary as a basis for decisions affecting major functions such as
human resource planning, recruitment and selection, employment of
staff, performance appraisal, training, career development, management
development, succession planning, transfers, promotion, rewards, health
and safety, etc. They are also needed to supply information to a variety of
external authorities and agencies, e.g. Department of Trade and Industry,
Health and Safety Executive, Employers’ Associations, trade unions.

It may seem too obvious for comment, but the importance of up-to-
date, accurate data cannot be overemphasized. A sound information sys-
tem needs to satisfy the following criteria: the information recorded and
available for use should be actually necessary, up to date, regularly revised,
accurate, comprehensive, as simple as possible, accessible and instantly
retrievable. It is needed in two forms – organizational and individual.

Organizational information

Organizational statistics serve two very important functions: they pro-
vide essential information about main areas affecting the general state
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of the organization at a particular time; they also indicate trends that
need to be made apparent, so that timely measures may be taken to
improve conditions of work and performance. The main statistics that
normally need to be kept are briefly described below.

1 The state of the labour force, i.e. the number actually employed as
against the budget, or establishment, figure. This needs to be
for a specific period, and we will assume that this is one year 
in the ratios below. We discussed labour turnover in the 
chapter on HR planning. In addition, statistics on labour sta-
bility and on a variety of other indicators should be routinely
examined.

2 Timekeeping/attendance: ratio

(15.1)

3 Accidents (including types): ratio for frequency

(15.2)

(100 000 total of hours in an average working life)
4 Health (including types of illness): sickness statistics, showing

average length of absence.

These statistics need to be broken down into departments, locations,
occupations, grades, sex, age groups and, where applicable, causes.

Individual information

The information organizations need for purposes of effectively employ-
ing individuals and for looking after their interests are these:

1 The original application for employment and the contract of
employment.

2 Notes and results recorded during selection procedures.
3 Up-to-date personal details, e.g. address, sex, date of birth,

family, National Insurance numbers, tax references.
4 Career history (education and training, qualifications, jobs and

experience, responsibilities, promotions, noteworthy events,
covering previous and present employers).

5 Assessments of performance, appraisal, rewards.
6 Records of health.

Number of lost time accidents
Number of persoon hours worked

� 100

Number of person hours lost
Total possible peerson hours worked

� 100
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7 Records of absence, accidents, conduct and any conse-
quential action (e.g. formal warnings, inefficiency, grievance
procedures).

8 Records of any career interviews with personnel staff.
9 Details of salary, bonuses, merit pay, pension contributions, etc.

10 Membership of unions, staff associations and societies, includ-
ing any offices held.

11 Notes on termination of employment, e.g. reasons, dates and
consequences if known (new employer, retirement, etc.).

The main elements of a personnel records and statistics system are
shown in Figure 15.2.

How this considerable quantity of varied information is organized
will depend upon the requirements and practices of each organiza-
tion. Nowadays, computer-based systems are usual, although some
paper-based files may be kept with original documents, such as con-
tracts of employment.

Basic requirements

• Accurate
• Relevant
• Comprehensive
• Simple
• Accessible

Organizational statistics

• State of labour force
• Turnover and stability
• Timekeeping and attendance
• Accidents
• Health
• Pay

Individual records

• Personal details
• Terms and conditions of employment
• Qualifications
• Work history
• Assessments of performance and potential
• Training and education
• Rewards
• Health
• Conduct
• Membership of unions, associations
• Termination of employment

Reports

• Personal file (general)
• Training/education record
• Rewards record
• Abstract summary

Figure 15.2
Summary of the

main elements of a
personnel records

and statistics system
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Except for small, private organizations it will usually be necessary to
use an HR information system. The main, comprehensive records will
certainly need to be kept centrally in the HR department, but depart-
ments and branches will probably need some basic items for regular
daily use. One would expect line managers to have access to HR records
from their personal computers (PCs). In many organizations there is
also self-service for employees who can enter and make changes (e.g.
name on marriage, or details of new address) and, in the more sophis-
ticated systems, create flexible benefit packages, or produce CVs etc.
This requires a distributed network that employees can access.

The requirements of the Data Protection Act should be kept in mind
(see Chapter 22). The rapid development in recent times of data process-
ing and information technology based on computers has revolutionized
the maintenance of personnel records. As a result, a considerable quan-
tity of detailed information can now be stored and instantly retrieved.

The great benefit of receiving regular reports from the desk-based PC
in the HR department is obvious. Only in this way can reports on sick-
ness absence, the availability of particular skills, or wage/salary informa-
tion necessary for planning and controlling be rapidly made available.
There are many different software packages available, which will help
to collate and analyse information for succession planning, develop-
ment and competence recording. Systems which bring up prompts, for
example to ensure appraisals are completed on time, and the direct
entry on to the system by line managers are all routine matters now.

Conclusion

In the broadest sense, employee well-being is what HR management is
about. To grant employees a sense of well-being requires more than just
a felt fair pay and benefits policy; it needs a positive approach to the wel-
fare of people at work, by managers and specialist welfare staff alike.

Questions
1 What are the problems of shift working?
2 What steps can be taken to reduce absenteeism and how should companies deal

with long-term sickness absence?
3 How can policies on flexibility be used to meet the needs of employees and manage-

ment alike?
4 Read the case study below and consider what went wrong here, and what are the

actions that should have been taken.
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Case study:The marketing director 
who wasn’t

SB was part of a chemicals, consumer products and engineering
group. SB made a range of window products, venetian blinds, roller
blinds, vertical blinds, etc. and also coordinated soft furnishing prod-
ucts, kitchen utensils and small items of furniture for the kitchen and
bathroom. SB employed around 1000 people spread over five sites.

The products were sold via retail outlets, including all the large stores,
e.g. John Lewis, House of Fraser. The marketing role was performed 
by the Managing Director (MD), this being one of his main interests.
However, the growth of the company and the demands on the MD’s time
resulted in the decision to appoint Larry Grant, who had been the
General Sales Manager (GSM), to a new Marketing role. The promotion
was generally welcomed. Larry was aged forty-five and had been a very
successful GSM, for the ten years since he started with SB. He was
regarded as a good people manager, a good organizer and someone who
could build good customer relationships.

The old structure was as shown in Figure 15.3.
Under the new structure he kept the product managers and product

publicity department, but also had a marketing assistant, and was
expected to grow the role. He had a seat on the company’s executive
board now. He was given broader responsibilities for analysing markets,
strategic marketing planning and generating the creative ideas of the
future. An assistant sales manager was promoted to take on the GSM role.

Around three months after Larry was promoted, the MD expressed
concerns about him. Larry seemed to be slow in producing reports,

MD

LG (GSM) Production &
distribution

Finance HR

Area sales
manager (ASM)

3 Product
managers

Publicity

Sales staff

Figure 15.3
The marketing

director 
who wasn’t:

organization chart
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became more irritable when challenged and was unable to keep up 
at meetings. This was attributed to his new role and the MD had a 
number of friendly discussions with him.

Larry became increasingly vague and indecisive after six months.
Eventually, he was unable to decide on even the most simple issues, 
e.g. whether to have a lunch meeting. His secretary became worried
about his behaviour. Before she could report to anyone on this she
arrived one day to find Larry in a rather casual style of dress and with
his office walls covered in hessian (a kind of sack-cloth). He told her he
was trying out a new product, then left the office shortly afterwards,
saying he had a headache.

His wife called the next day to say he had seen his doctor, who had
recommended a complete rest. The term ‘mental breakdown’ or men-
tal ill health was never used. The company made generous provision
for him after several visits to his home when it became clear that he
would never return to work for them.

Over the ensuing months the MD discovered that during his period
of appointment as Marketing Director, Larry had agreed a number of
large discounts with customers, and had made various costly promises
to the company’s major suppliers.
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Industrial relations

The term ‘industrial relations’ is used in a general sense to describe
the formal relationships between employers and trade unions or other
collective groupings of employees, together with the institutional
arrangements that arise from these relationships.

In granting only one part of this book to this subject, one is aware
that it is impossible to cover the whole range of topics that could be
included, but it is the intention to provide a general introduction to
the subject of industrial relations in the UK. In so doing it is hoped
managers will be given some practical insight into industrial relations
issues, and that the discussion of techniques and approaches to under-
standing these issues will prove helpful.

Unitary and pluralistic ‘frames 
of reference’

The approach managers take to formal relationships at work is crucial
because their success in this field depends upon their own values, their
deep-set beliefs about the legitimacy of managerial authority, and the
distribution of power in organizations. Fox (1966) has suggested that
the ‘frame of reference’ that managers adopt, conditions their response
to the problems they face. The ‘frame of reference’ is a term coined to
describe the typifications and tacit understandings people use to make
sense of their everyday world.

We argued in Part One that each individual is socialized by experiences
which result in possessing values and attitudes that come to be regarded
as conventional wisdom. The possession of these values is reinforced by
the groups within which the individual moves (management colleagues
or workmates). Thus, ‘frames of reference’ become touchstones for mak-
ing judgements and the filter through which evidence is passed.

P A R T  S I X
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The ‘unitary’ frame of reference is common among managers.
According to this unitary perspective, all people in the organization
are working towards one goal, where there is one sense of authority
and where conflict is anathema. Managers often see themselves and
other managers in the company as part of a ‘managerial team’, and
they expect their subordinates to subscribe to the same point of view.

An alternative way of looking at organizations is to see them as plu-
ralities of interest groups, each with differing and sometimes compet-
ing interests, which may come together in alliances, although these
alliances shift and change as circumstances dictate. Whatever the long-
term interdependence of interest groups, in their day-to-day struggle
for resources and in their operational activities, they assert sectional
interests. The manager’s role from a pluralist frame of reference is to
balance the various interests in order to achieve objectives, including
those of shareholders, customers, the government and employees,
allowing as much freedom of expression and action as possible. Each
group, in addition to having markedly different interests, is also sub-
ject to schisms and will become part of various cross-cutting alliances.
The management process thus becomes one of creating an open cli-
mate of relationships in which these varying competing interests can
be expressed, and agreements can be made with an acknowledgement
in an open manner of the real differences that exist.

The British system of 
industrial relations

The idea of a ‘system’ is used in this context in an abstract manner. The
notion is helpful when analysing and describing an interrelated set of
activities. The most famous formulation of industrial relations as a ‘sys-
tem’ is given by Dunlop (1970):

Every industrial relations system involves three groups of actors:
(1) Workers and their organizations, (2) Managers and their
organizations, and (3) Government agencies concerned with the
workplace and the work community. Every industrial relations system
creates a complex of rules to govern the workplace and work
community.These rules may take a variety of forms in different systems –
agreements, statutes, orders, decrees, policies, practices, customs.The
form of the rule does not alter its essential character: to define the
status of the actors and to govern the conduct of all the actors at the
workplace and work community.
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It is the function of Part Six to go into the practical problems that are
encountered in the management of industrial relations. The history of
trade unionism helps us to understand the traditions and conventions
of industrial relations that are influences on current actions. The
arrangements that exist for collective bargaining and the industrial
relations policies available will be considered, together with tech-
niques for negotiation and procedures for the resolution of disputes.
Finally, we will examine the law relating both to individuals and to col-
lectivities in employment.
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This chapter is a very short summary of the development of trade
unions in Britain. Our intention here is to set out the history of trade
unions only in relation to three main areas: trade unions and the law;
the political consciousness of trade unions in the UK; and the main
changes that have occurred in unionization. Although this is a limited
account of union development, knowledge of these areas will inform
our discussions in succeeding chapters.

The early history of trade 
unionism up to 1914

In the early history of trade unionism we should distinguish between
unskilled unions and the craft societies. The craft societies were unions
of workers who had served an apprenticeship, which was seen by the
craftsman to give him a right to a customary wage, control of entry, the
maintenance of standards and the general regulation of the craft. Craft
societies set down rates and offered their members friendly society bene-
fits, notably benefits in cases of sickness, accidents and retirement.

Local control of rates was soon augmented by national organization
in the mid-19th century, so that the engineers, iron-founders, boiler-
makers, carpenters and joiners each formed amalgamated societies
out of local or regional societies, which gave sufficient local autonomy
in custom and practice while providing standard minimum rates,

C H A P T E R
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hours and benefits to members. Trades councils also developed in the
towns from the mid-1850s, representing all trades in one district, and
were a forum for ideas on unionism to spread.

The political ideology of the craft societies was based on an individu-
alistic doctrine represented by the Liberal cause. The artisans believed
that self-help and the freedom to associate with their colleagues to fur-
ther the aims of the craft were not incompatible objectives, since it was
through hard work and sacrifice that the tradesman learned his craft,
and the benefits granted by the union were based on the insurance
principle through contributions.

The Industrial Revolution fundamentally changed employment con-
ditions. Some of the newer industries adopted apprenticeship schemes;
others relied on training through experience.

One of the features of early trade unions was the discontinuity of their
organization. They rose and fell in strength and influence with the trade
cycle, growing in booms and falling in slumps. Cuts in wages were not
unusual, since employers regarded labour as a variable cost that should
be subject to the same principle of price determination as other ‘com-
modities’. The casual nature of the employment contract, together with
the large pool of unskilled, poor people anxious for work, made the
organization of unions difficult. Unions possessed little in the way of
financial reserves. Until the 1880s, there were many small unions with
localized membership.

There are few statistics, but by about 1890 union membership is
thought to have covered approximately 5 per cent of the working popu-
lation, i.e. 10 per cent of adult male workers. Half the membership was
in the north of England, and the density of membership (the propor-
tion of actual to potential members) varied across industries, the
largest numbers being in metals, engineering, shipbuilding, mining,
quarrying, the building trades, printing, textiles and woodworking.

The mid-Victorian period of unionism was characterized by a rather
pragmatic non-militant approach, deriving from the policy of a ‘Junta’
of union secretaries based in the London Trades Council. The oppos-
ition to the Junta’s domination of policy, and emerging working-class
radicalism, led to a counter-movement. A Trades Union Congress was
organized in Manchester in 1868, and in Birmingham in 1869, by the
provincial trades councils. After 1871, there were annual TUCs that
conferred on questions of importance to unions and working people.
The TUC has never sought either to control individual unions or to be
a federation of unions. One of the main information-gathering arms of
the TUC was its Parliamentary Committee, which also sought to influ-
ence Ministers and Members of Parliament.
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In the late 1880s a new unionism emerged. This was the start of large-
scale organization of unskilled and semi-skilled workers on a national
basis, pursuing claims for better wages by hard-fought strikes, as exem-
plified by the famous London Dock Strike of 1889, the seamen’s strike
in the same year and the improvements gained by the gas workers.
These ‘general’ unions owed their stability and growth to their success
in a few large industries and the larger works where the strength of the
leadership could exert an influence. These general unions had a more
militant outlook on collective bargaining, and put forward a broad
socialist doctrine on the redistribution of ownership and the removal of
the worst abuses of capitalism.

The legal status of trade unions has always been uncertain. The law
has frequently been used to repress groups of workers. In the early
19th century there were the Combination Acts, and it was not until
1871 that the position of the unions was clarified by an Act, which
established that members were not liable to prosecution as criminal
conspiracies because they were in ‘restraint of trade’. The Act also
sought to make unions responsible for their own internal organization,
while granting them protection for their funds and allowing them to
register as friendly societies. Unfortunately, the contemporaneous
Criminal Law Amendment Act made most of the actions of a union in
dispute subject to severe penalties, and it was not until 1875 that a new
law, the Conspiracy and Protection of Property Act, permitted peaceful
picketing and strike action. Similarly, the 1875 Employers’ and
Workman’s Act made breach of contract a purely civil matter.

The union cause received a further setback from the Taff Vale
Judgment in 1901, when the House of Lords held, on appeal, that
employers have a right in law to sue trade unions in the courts and to
obtain damages from their funds for the actions of their officials during
disputes. The judges found that, although trade unions were not corpor-
ations, the rights granted to them in the earlier legislation gave them a
corporate character so that they could be sued for damages. In 1906, the
new Liberal government reversed the effects of this judgment by passing
the Trade Disputes Act, which again made peaceful picketing legal and
gave trade unions and their officials immunity from any claim for dam-
ages caused by actions in furtherance of a trade dispute.

The rising cost of living and declining real wages in the period
1896–1914 resulted in a strengthening of the newly emerged Labour
Party, and more people joined the trade unions. There was a further
legal tussle in 1909 about the political levy which trade unions paid to
the Labour Party. The House of Lords decided, on appeal, that pay-
ments of money from union funds to the Labour Party were ultra vires.
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The 1913 Trade Union Act again reversed the decision, although the
Act required union members to ballot for a political contribution. It is
not difficult to see the origins of trade unionists’ suspicion of the law in
these cases.

1914–1918

We have already commented on the development of welfare work dur-
ing the First World War. The war had a significant effect on industrial
relations for a number of reasons:

1 The involvement of government in directing employment,
and the regulation of wages, moved thinking to the posi-
tion where the cost of living was seen as a basis for wage 
determination.

2 For the first time, a government had to develop a dialogue
with the unions over such issues as ‘dilution’, and the plan-
ning of staffing encouraged bargaining at a national level.

3 With the advent of large-scale production, employers sought
the help of local union representatives in exercising control
over labour.

4 The war was important in the political experience of the
Labour Party and trade union members. They saw what the
State could do to organize production on a large scale.

At the end of the war society had changed from prewar times. There
was a feeling expressed in the slogan that ‘homes fit for heroes’ should
be built, that life should be better and that we should not return to the
old class conflicts. The revolution in Russia gave encouragement to the
belief that some form of worldwide social change was possible.

1919–1939

Unions were more militant and sought long-term benefits in negoti-
ation immediately after the war, when labour was scarce. This was a
period of amalgamations between unions, which resulted in the forma-
tion, for example, of the Amalgamated Engineering Union, the
Transport and General Workers Union and the Amalgamated Union of
Building Trade Workers. Financial problems were one reason for amal-
gamations. The small local unions could not compete, and were soon to
disappear. The combinations of employers who faced the unions were
another major reason for seeking to present a united front.
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Towards the end of the 1920s, unemployment rose and trade unions
went on the defensive, aiming to protect jobs rather than to increase
wages. Employers sought to restore wages to a supply and demand
basis. This was the time of the famous ‘triple alliance’ between the 
miners, transport workers and the railway workers – an alliance in
areas of policy and for mutual support at a time of difficulty and con-
frontation. The attempts by the unions to maintain their socialist gains
from the wartime economy were opposed by the employers and the
government, which sought to decontrol the mines and the railways.

The General Strike of 1926 lasted nine days and was a result of a
breakdown in the negotiations between the Miners’ Federation, the
coal-owners and the government over the employers’ demand that the
miners should work longer hours for less pay. The TUC was not a ‘revo-
lutionary body’. It would appear that all the TUC wished to do was to
put pressure on the government by the threat of a general strike, and
it was quick to call off the strike when it was pronounced illegal.

Up to 1926 the unions had retained their political objectives. They
sought a different kind of society, although not outside the concept of
parliamentary democracy. After 1926, until the start of World War II in
1939, the unions were more concerned with local industrial matters.

The result of the General Strike was the Trade Union Act of 1927.
This made all sympathetic strikes illegal, state employees were pro-
hibited from joining any union whose membership was open to work-
ers in other occupations and ‘contracting in’ to the political levy was
made necessary. Large-scale unemployment, together with the dracon-
ian approach of the 1927 Act, resulted in less militancy by the unions
by the end of this period.

The General Council of the TUC was concerned to reduce the prob-
lems of inter-union clashes over the recruitment of members, and in
1924 the congress approved an inter-union code of conduct. More pre-
cise and binding rules were laid down by the TUC in 1939, when meet-
ing at Bridlington. The ‘Bridlington Agreement’ stipulated that where
a union already represented and negotiated on behalf of a group of
workers at an establishment, no other union should attempt to recruit
members there. Although restricting choice, this agreement helped to
introduce order into collective bargaining.

1939–1951

The Second World War was again the occasion for cooperation between
unions and government. This ‘total’ war involved everybody, and from
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the perspective of trade union development was significant for two rea-
sons. First was the need for local control, and cooperation in production
assisted the growth of the shop steward movement. Managements
needed stewards as much as did the union as a vital communication chan-
nel with working people. The large-scale and increased pace of work
made communications even more important. Second, with the changed
role of the State and with a Labour government, initially as part of a coali-
tion during the war and, at the end, elected with a large majority to carry
through reforms, union leaders felt that the tide of history was with them.
The Welfare State and the nationalization of basic industries brought
socialist aims nearer. Indeed, one of the first steps of the new Labour gov-
ernment was the repeal of the 1927 Act, making sympathetic strikes legal
and returning the position on the political levy to ‘contracting out’.

However, even during the Second World War, in spite of compulsory
arbitration, a number of strikes did occur, and after the war there was an
‘outbreak’ of unofficial strikes. It could be argued that as unions become
more associated with the centre of power so their role as advocates of the
non-managerial cause is weakened. The large-scale organization of
unions made members remote, and their involvement in union affairs
sporadic and problem-centred. Rifts between rank and file and the lead-
ership are a feature of the large-scale organization of people. Since
unions are supposed to be operated democratically, this can result in the
leadership having to take a less moderate view than they would wish.

1951–1970s

The membership of trade unions grew mostly in the white-collar area
(Table 16.1), although the density of white-collar membership did not
increase dramatically until the 1970s.

The reasons for the growth in white-collar union membership were
as follows:

1 There were more white-collar jobs due to changes in the occu-
pational structure. The growth areas in the British economy
were the service areas and process industries. More women
joined unions as a result.

2 White-collar unions achieved a higher density, possibly due to
incomes policies and a need felt by their members for profes-
sional negotiation on their behalf.

3 White-collar jobs emerged in large concentrations – the ‘cler-
ical’ factories, especially in the public sector. The standardiza-
tion of functions helped to create a common identity.
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4 The duty imposed by governments that nationalized industry
should bargain with the unions also encouraged white-collar
union growth.

5 Most of the growth was in the public sector, and it was in this
area that employment expanded sharply; so that local and
central government became largely unionized.

6 Associated with the previous point, the impersonal relations
and standardization of conditions of service stimulated the
representation of interests through union officials.

Having achieved a good penetration of most sectors (including junior
and middle managers) and increased union membership, white-collar
unions were more militant in pursuit of wage claims, as was seen dur-
ing the winter of 1978/9.

One of the major areas for confrontation between unions and gov-
ernment was over the issue of pay controls. Since 1945 there have been
numerous attempts to control inflation by some form of prices and
incomes policy. There have been two main effects of incomes policy
and price rises:

1 A ‘threat effect’ caused employees to join unions to protect
themselves against falling living standards.

2 There was also conflict over pressure for local-level bargain-
ing against incomes policies which are more readily applied at
national level.

The 1960s were years of low unemployment and union militancy.
There were large numbers of unofficial strikes, and it became common
for Britain’s economic problems to be blamed on the union move-
ment. A Royal Commission under Lord Donovan investigated some of
these issues, and its report was published in 1968. It concluded that
management should assume a more direct responsibility for industrial
relations and that, among other improvements, bargaining should be
at a local level.
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Table 16.1
Increase in trade unionism from 1948 to 1974

Membership (%) Density (%)

White-collar �117.1 �9.2

Manual �0.1 �7.2
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This, in fact, has been the trend. We will discuss the emerging role of
the shop steward more fully in Chapter 17. Here, it may be noted that
shop stewards, encouraged by the size of companies and their inde-
pendence from employers’ associations, had come to fill a vital place,
both for management and for workers.

The advent of incomes policies and the ‘social contract’ slowed
down the movement towards local autonomy in bargaining. It was
clear, however, that the greatest difficulty with incomes policy was for
the union leaders to obtain the agreement of the members.

The growth of employment legislation since the 1960s will be com-
mented on in the chapters that follow. Both Labour and Conservative
governments have sought to introduce some kind of legal framework
within which trade unions should operate. The Labour government’s
White Paper, In Place of Strife, was never translated into legislation, but
the Industrial Relations Act of 1971 under the Conservative govern-
ment provoked an enormous wave of protest over its attempt to make
collective agreements legally binding on the parties, and the extension
of controls over union affairs. With the defeat of the government fol-
lowing its confrontation with the miners over pay, the new Labour gov-
ernment repealed the 1971 Act.

Industrial relations in the 1980s

The industrial relations scene changed in the 1980s. Some previous
trends, such as the move to company-level bargaining, continued and
the individualistic ideology of the 1970s grew in the 1980s, finding
political expression through government policies. A new climate for
relationships at work emerged. What caused these changes?

1 High levels of unemployment reduced trade union militancy.
2 The move from ‘smoke-stack’ industries to a service-based

economy meant that unions lost support in their traditional
areas, especially in the nationalized industries.

3 The changes to the occupational structure, blue-collar to white-
collar jobs, affected the number of trade union members.

4 New technology changed jobs and working practices. There
was now more competition between unions for members (as,
for example, in the printing industry and in the active recruit-
ment at that time by the then Electrical, Electronic, Telecom-
munications and Plumbing Union – EETPU).

5 There were more women in the workforce. Approximately 5
million people (mostly women) now worked part-time. It is
always difficult for trade unions to organize part-time employees.
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6 The Conservative government legislation removed the possi-
bility of secondary action, and forced unions to ballot before
strikes. The whole aim of the Thatcher government policy was
to reduce trade union power. Managements showed them-
selves ready to obtain court injunctions against unions.

7 New approaches to industrial relations were brought to the
UK from Japan. In the mid-1980s there were over 70 Japanese
companies operating in the UK, their preferred approach
being one union, single-status employees with emphasis on
employee involvement.

8 The recession caused managers to act more strategically in
the way they handled industrial relations. This entailed man-
agers opening up parallel communication channels to the
unions, seeking longer-term agreements, bargaining for gains
in productivity and looking for quality improvements.

These trends therefore had an effect. Trade union membership fell by
over 3 million people, and the number of days lost through strikes also
fell. Some trade unions, notably the Amalgamated Union of
Engineering Workers and the EETPU, sought ways to modernize the
movement with new approaches. Trade unions were merging in an
attempt to pool their financial strength and to obtain economies of
scale. ‘No strike’ deals with employers, single-union agreements and
strong local involvement of employees in the company were some of
the threads which emerged as a basis for the new approach.

However, during the 1980s recession, productivity improved. Output
increased by 12 per cent between 1983 and 1986. Inflation at that time
was running at around 3.9 per cent per annum, whereas wage settle-
ments were on average 7 per cent per annum, showing that some of
the productivity gains were shared by the workforce. In spite of the loss
in membership, the number of trade union members held up as a pro-
portion of full-time employees represented, given that almost half the
working population in the UK were either employed part-time, self-
employed, unemployed or on various training schemes.

From industrial relations to 
employee relations

During the 1980s the trade unions were put on the defensive. Union
membership fell, and a range of laws were passed to make unions more
accountable to their members, to outlaw closed shops and sympathetic
strikes, and to institute the ballot box as a key control on union 
leaders.
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The increased incidence of derecognition by employers, and the
lower recognition rate among newer workplaces in the 1980s, were
attributed by Millward (1994) to the removal of statutory support for
recognition in the 1980s and the higher rate of turnover among estab-
lishments in the 1980s. New offices, factories and warehouse units were
being rapidly set up, just as others were closing. Other reasons
included changing occupation and employment structures, the use of
the secondary labour market of part-time, subcontract, temporary and
casual workers, and the increased trend towards outsourcing. In the
period 1984–1990 the number of workplaces with recognized unions
fell from 66 per cent to 53 per cent, and from 1990 to 1998 to 45 per
cent, and the number of employees who were trade union members in
those workplaces had fallen to 36 per cent in 1998, many of these
changes being caused by derecognition.

At the same time, employers have been increasing direct communi-
cation with the workforce and have put the work group, with the super-
visor as a central figure, as a focal point for human resource policies.
Supervisors now undertake most communication with the workforce,
but there has also been an increase in the use of multimedia tech-
niques, corporate PR, business television, with live interaction between
workers and chief executives, and attitude surveys.

The broader term ‘employee relations’ is coming to be used more
frequently to describe the relationships at work, intended to encompass
both union and non-union members, and to include all those policies
adopted by employers towards managing the relationships with the
workforce. The second recession in the 1990s to hit the UK reinforced
the changes occurring in ‘industrial relations’. Large-scale European
unemployment kept wages down and maintained pressure on prices.
Big companies as well as small were hit by this second recession, which
affected the service industries as well as manufacturing, and the south
and south-east of England as well as the Midlands, the north of
England, Scotland, Wales and Northern Ireland. This recession has
resulted in greater attention to organization restructuring and to the
delayering of organizations. ‘Empowerment’ became a term in com-
mon usage. Given flatter structures, there were wider spans of control,
and it was now necessary to give the work group a high degree of auton-
omy. Semi-autonomous work groups have been used since the 1950s –
what was different in the 1990s was a raft of HR policies in development
and rewards and business process redesign policies aimed to move
organizations towards a process rather than a functional base. Total
quality management policies have been introduced to support this new
approach.
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The early 1990s was a period when trade unions began to see the need
to change and to address the problems of the new industries, new occu-
pations, new contractual arrangements and the diversity of the work-
force. Much of the history of trade unions had pushed them towards a
strategy of dependence on the return of a Labour government. When
that happened, in 1997, it became apparent that times had changed,
and that they were more likely to be successful in following what has
been described as a ‘British version of social partnership’ (Lloyd, 1997).

The early part of the 21st century has seen a number of trends
emerge. Responding to falling numbers of members, especially in the
private sector, unions have often sought mergers, or the transfer of their
members, in a transfer of engagement. Under a transfer of engagement
the members of one union vote to transfer to another, while in a merger,
two or more unions merge to form a new entity. There were 37 of these
mergers and transfers during the period 1999 to 2005, the largest being
the merger between the AEEU and MSF in January 2002, forming AMI-
CUS. This was the largest merger since UNISON was formed in 1993,
and created the second largest union in the UK.

Trade unions are also more frequently seeking partnership type
agreements with management, these being typically arrangements
where the union and management agree an agenda which places them
as social partners, covering issues such as employee voice, employee
development, flexibility, greater job security and consultation. These
arrangements we will discuss in the following chapters.

The 1999 Employment Relations Act has encouraged recognition
agreements, both due to the legislation itself and because the Act encour-
aged employers and trade unions by creating a statutory procedure. The
extensive employment law developments have not necessarily encour-
aged trade unions to flourish. Many issues, such as unfair dismissal and
grievances, are covered by statutory procedures giving the individual
rights to take a case to the Employment Tribunal. In practice, there may
be benefits to both management and trade unions in these trends, since
trade union members may prefer to take issue through the support of 
the trade union, and managers have the possibility that experienced
employee representatives will discourage futile claims. Nevertheless, the
significance of the legal framework by which relations between employers
and their employees is regulated is even more apparent in the 21st cen-
tury. For trade unions this offers new opportunities and new challenges.

The ebb and flow of power in industrial relations over the centuries has
pushed the frontiers of control back and forth between management and
workers. From this abbreviated history of trade unions in the UK, we can
see how they play a part in the political processes of the nation. Conflicts
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with the law have been a feature of their relationship with the State.
Unions are democratic movements, and their power is dependent upon
the support of ordinary working people. The emergence of shop stew-
ards, and the move to local-level bargaining, leads to the conclusion that
it is at the company level where industrial relations policies and strategies
can forge productive relationships. One issue which is emerging as a
characteristic of the future is how trade unions can adjust to a social part-
nership role, and how mature is our industrial relations system? Is it cap-
able of responding to the pressures from overseas low wage economies,
and the pressures of social change?
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Questions
1 What differences in their history and development exist between craft and skilled

unions and unions of unskilled people?
2 To what extent have state policy and the law influenced the development of trade

unions?
3 What reasons are there for recent changes in trade union growth?
4 Do trade unions play a part in the political life of the nation? Give examples from

the history of trade unionism to support your argument.
5 What examples of ‘social partnership’ can you see in the current trade union rela-

tionships with employers in the UK?
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C H A P T E R

Collective bargaining
17

The conduct of British industrial relations must primarily be the con-
cern of those working at the plant or office level. We have seen from our
discussion of the history of industrial relations, however, that there are a
number of national institutions that impinge on relationships, and
therefore actions and reactions at the local level have industry-wide and
national dimensions. The relative power positions of the participants are
crucial determinants of the outcomes in collective bargaining.

In this chapter we will describe the roles of shop stewards, union offi-
cials, employers’ associations and managers so that we can identify the
parts they play in collective bargaining. We will go on to set out the dif-
ferent forms of bargaining, and to suggest a model industrial relations
policy which could be applied at the local or ‘plant’ level.

Trade unions and employers

The trade unions

A rough classification of trade unions into the categories of ‘craft’, ‘gen-
eral’, ‘industrial’ and ‘occupational’ is sometimes made. In practice,
trade unions are not organized on these principles as there are so many
exceptions, often derived from historical precedents, that such general-
izations are inaccurate. There were approximately 205 trade unions as at
31 December 2004, including listed and 15 unlisted trade unions. The
total membership was around 7.5 million members (2004 figures).
Listing by the Certification Officer is voluntary and it is likely that there
are some other trade unions and employers’ associations. The largest sin-
gle union is UNISON, formed from the amalgamation between the
National and Local Government Officers Association, the National
Union of Public Employees and the Confederation of Health Service
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Employees, with around 1.3 million members. The second largest union
is AMICUS with 935 000 members and then the Transport and General
Workers Union, with around 817 000 members, followed by the General
and Municipal Boilermakers Union with around 600 000 members (note
these figures derive from the Certification Officers Report 2005, and are
rounded to the nearest thousand).

Shop stewards

Shop stewards were simply described as ‘trade union lay representatives
at the place of work’ by Lord McCarthy in his research for the Donovan
Commission. The title of worker representatives varies according to the
industry and trade, e.g. from the quaint ‘father’ or ‘mother’ of a
‘chapel’ in printing, to ‘works representatives’, or ‘staff representatives’
in small factories and offices. There are also many variations in the size
and nature of the constituency the steward represents. The duties a
steward would be expected to perform are:

1 Recruitment of new membership, seeing new starters and
explaining the union’s activities to them.

2 Maintaining membership, through the inspection of union
membership cards, and by keeping the interest in the union
alive.

3 Collecting subscriptions. This is now often arranged through
the company, who collect for the union (a ‘check-off ’ system),
but stewards do still collect in some establishments.

4 Operating at the heart of the communication network between
management, union and members, collecting views, passing on
information, and sometimes determining the position which
the membership should take up. The steward represents this to
management and union officials, and passes back to members
the management response.

There is a difference between the de jure and the de facto rights and duties
of shop stewards. Although few union rule books contain specific refer-
ences to shop stewards, their performance of the duties summarized
under (4) above has granted them a vital place at the centre of British
industrial relations. Their functions have extended to the negotiation of
terms and conditions, pay, piecework rates, overtime and hours of work,
and the regulation of work rules and staffing levels and, together, with
stewards from other unions they influence inter-union relationships.
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The practice has emerged, therefore, for shop stewards to occupy
positions of power at the focal point of collective action in the daily
interface with first-line supervisors.

Shop stewards are usually elected by a show of hands, and their repre-
sentative functions are conducted in informal meetings with members,
and in meetings with management, arranged through local procedures.
In multi-union environments, their meetings will probably be between
the management and a joint shop steward committee. This latter body
may be elected or appointed by the shop stewards, and where there is a
large number of stewards there is likely to be some form of seniority
granted to facilitate organization. Shop stewards may represent workers
from other unions where it is impractical for a separate steward to be
appointed. The extent of management recognition of stewards varies
according to whether or not the company or an employers’ association
negotiates pay and all the terms with the unions at national level, and
also on the extent to which there are local negotiating procedures even
where national agreements exist.

The official organization of trade unions

There are many variations in the structure of trade union organiza-
tion. This is because of the origins of their constitutions, which have
often emerged from amalgamations, and because of the structure of
the industry in which they bargain. The organization of people into
unions follows the distribution of the labour force – geographically
and in accordance with the type of work and the size of the employer’s
unit. Generalizations about union organization are, therefore, hardly
possible, but for the sake of simplicity we will outline the usual union
organization.

Many unions have local branches that are organized into districts
and/or regions. The members of the union elect the executive com-
mittee or council, which is responsible for administering the union’s
activities and for conducting agreed policy. All unions have general sec-
retaries, who are full-time officers and who are responsible to the execu-
tive committee. The larger unions also have presidents. The general
secretary and, where applicable, the president, share responsibility for
the day-to-day business and are responsible for the work of the other full-
time officers. The policy of the union is decided by a representative con-
ference, the delegates to which are elected by the membership, voting in
their branches. In many of the white-collar unions, this conference
elects the executive.
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There are a number of checks on the power of the leadership, which
prevents an autocracy developing: e.g. the local autonomy of district
committees, the trade group structure of some unions and the bal-
ances within the unions’ constitutions. In addition to checking power,
such constraints also make for less decisive leadership and restrict the
freedom of the union leaders to act quickly in the settlement of dis-
putes. Moreover, the requirement for secret ballots for elections, and
for industrial action, forces a degree of democracy on all unions.

Shop stewards are not only representatives of the working groups, but
also are frequently active in the local union administration, as one might
expect. In some cases, the branch and district committee representatives
are shop stewards, strengthening the steward’s role in grass roots admin-
istration. McCarthy’s research found that there was a marked variation
in the degree of assistance that union officials gave to their stewards.
Since then, a good deal of effort has gone into the training of stewards
by their unions. The use of workplace branches seemed to McCarthy to
be the most efficient form of organization, although the solution to
problems arising at multi-union sites still seems dependent on informal
ad hoc arrangements made among the shop stewards.

Trade union membership

From our survey of the history of trade unions we can say that union
members possess different characteristics according to whether they
are skilled or unskilled, blue- or white-collar union members, and that
there are regional, occupational and industrial variations. Different
types of behaviour might therefore be anticipated from these different
groupings.

Briefly, members of the skilled sections of the unions tend to be more
conservative than the unskilled. Skilled tradespeople very often have
more at stake in the organizations where they work and probably have
more stable working careers. Unskilled workers are more likely to be laid
off or to be made redundant. Skilled blue-collar members are concerned
to protect their skill through maintaining the craft training systems.
Occupational differences in outlook are exemplified by electricians,
whose job opportunities, rewards and conditions of working are different
according to whether they are on construction contracts or maintenance
work. As there are wide variations in levels of unemployment regionally,
union members’ reactions will depend on their local context.

This was shown by union members in the steel industry, where the
reactions to closures in South Wales reflected the despair of men faced
with no job prospects elsewhere. The growth of white-collar unionism,
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and the increasing density, reflect a changed status and work situation
for white-collar workers. We mentioned in the previous chapter that
white-collar employees were becoming more ‘unionate’. Perhaps as
significant as this attitude is the unionization in the public and service
sectors, attracting more women into union membership.

There are a number of general trends that have an influence on
members’ actions:

1 Improved education has made members more demanding and
less easy to lead. They have high expectations, but are inter-
ested in their union ‘delivering the goods’, in the form of
shorter hours, more pay and greater job security. Paradoxically,
they are not active in union affairs.

2 Stronger emphasis on change within industrial relations pol-
icies resulted in demands for professional bargainers.

3 The activities of successive governments through public pol-
icies and employment legislation have made trade union
members more aware of the law and industrial relations.

4 The evidence suggests that for most union members attach-
ment to work is instrumental. They work in order to obtain
for their family and home the consumer goods, holidays, etc.
and opportunities for satisfaction outside work that better liv-
ing standards offer. This gives a centrality to the home and
family so that work fulfils a secondary role.

5 We can no longer make the assumption that union members
automatically support the Labour Party. The spread of union-
ism into white-collar areas and the absence of any real political
objectives mean that union members have more volatile polit-
ical affiliations. For example, it is estimated that around half the
membership of unions voted Conservative in the 1979 general
election. The agenda of ‘New Labour’ no longer corresponds to
the ‘cloth cap’ socialism of the earlier periods, adding further
complexity to the analysis.

6 Trade union members want to be involved in the decisions
that are taken at a local level. They do not accept managerial
beliefs in authority or unwieldy union bureaucracies, and are
much more inclined to seek their own local remedies to prob-
lems rather than go through a lengthy disputes procedure.

The working group

In Chapter 2 we outlined the features of working groups. In any under-
standing of the institutions and procedures that are involved in collective
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bargaining we should not forget the influences of work groups on the
process of collective action. We have already described how groups
develop norms that are maintained by sanctions on group members.
These norms govern output as well as behaviour.

The famous Hawthorne experiments documented the sanctions
imposed on those in the ‘bank wiring room’ of Western Electric’s works
in Chicago in the 1930s and the restrictions on output that resulted
(Mayo, 1933). Then, the group being studied said there should be ‘no
rate busters’ (no one should produce more than the norm), ‘no chis-
ellers’ (no one should produce less than the norm), and ‘no squealers’
(no one should pass information about the group to management).
Studies by Roy (1954), Lupton (1963) and others show that work groups
are interest groups which seek to promote and maintain their interests
through the manipulation of incentive schemes and the control of work
rules. Face-to-face relationships between members of the group are
more important to workers than relationships with management.

Group loyalties may bring working people into conflict with shop
stewards or union officers as much as with management. Sayles (1958)
points to the importance of technology when he suggests that it is pos-
sible to distinguish four types of work group, according to their level of
skill and the amount of interaction between group members. Thus,
where there is a high degree of interaction between unskilled group
members the group will be ‘erratic’, and where there is less interaction
the group will be ‘apathetic’. On the other hand, skilled workers with
high interaction form ‘strategic groups’. If skilled workers do not nor-
mally interact much at work, they will form ‘conservative groups’.

These conclusions about working groups are of importance to man-
agers in the assessment of the bargaining strength of the groups with
whom they negotiate. For example, erratic groups without good formal
representation produce difficulties in the negotiation of change, as
exemplified in the Gate Gourmet dispute at Heathrow, London 2004.
Groups that occupy strategic positions, such as maintenance workers,
are often able to use these positions in wage bargaining, as in the elec-
tricity supply industry. The strategic use of power by work groups is also
found in the continuous bargaining process which occurs over piece-
work and bonus rates, sometimes with informal work-sharing to ensure
job security.

Managements must accept a degree of independence by work groups
as a fact of life, and the controls they seek to exercise over the work
need to take account of the workforce’s orientation. One approach by
management is to encourage participation at the local level or through
the supervisor’s leadership qualities to create interesting, rewarding
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work. The empowerment movement seeks to push power down to semi-
autonomous work groups. Another approach is to establish honest rela-
tionships with worker representatives, and to be prepared to exercise
patience and sensitivity in bargaining around an increasing range of
issues while maintaining management’s decision-making function. We
will explore these questions in Chapter 20.

Employers’ associations and management

Employers’ associations

The members of employers’ associations consist of large and small organ-
izations ranging from self-employed members, master craftsmen and the
like to public companies and large conglomerates, which may be mem-
bers of several associations covering different industries. Employers’ asso-
ciations seek to regulate the relations between employers and workers or
trade unions and to further the interests of a group of employers within
an industry or section of the associations’ economy.

According to the Certification Officer’s report, there were 85 associ-
ations listed at 31 March 2005, and the Certification Officer estimated
a further 79 which met the criteria but did not seek listing. There were
32 associations with an income of more than £2.5 million per year. 
The largest number of individual members is in the National Farmers
Union, which had 136 573 members in 2004.

Employers’ organization membership in Europe is typically from large
companies in the more traditional sectors, with a preponderance of blue-
collar unionized workers, where bargaining is frequently at national,
regional or sectoral level. Highest levels of membership are found in the
corporate headquarters of multinationals and in the national subsidiaries
of foreign owned multinationals (ILO, 2003).

The structure of employers’ associations is extremely variable. The
national federations are made up of a number of local associations who
elect a committee or council. This national committee usually appoints
other committees (e.g. executive, finance and negotiating committees),
the members of which would normally be drawn from senior executives
of the constituent companies. These committees are supported by full-
time officers who service the committees with policy documents, give
advice, and help with research rather in the mode of a civil servant’s rela-
tionship to a government minister.

The major functions of employers’ associations have changed in
emphasis from the days before the Second World War. Nowadays, they
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are less concerned with the control of members’ activities and are
much more interested in providing advice and support.

The present functions of the larger associations are to:

■ act as trade associations, offering commercial advice to 
members

■ act as pressure groups on government, public authorities, etc.
■ provide uniformity of collective action with trade unions
■ negotiate at a national level with trade unions
■ operate a disputes procedure with trade unions
■ disseminate information and advice about industrial relations

to members.

The advent of productivity bargaining and the refusal by large employers
to adhere to a uniform line with smaller companies or their competitors
on wages issues have resulted in pay structures being determined at the
local-plant level. According to Clegg (1976), industry-wide negotiations
add to the amount rather than alter the pay structure. Local agreements
usually take industry settlements into account, but add to or vary them
according to local conditions. Some conditions of service and minimum
hours are determined at national level, and this does enable some order
and rationality to be achieved, since the unions have usually had to 
come together in order that negotiations could take place – e.g. between
the Confederation of Shipbuilding and Engineering Unions and the
Engineering and Allied Employers’ National Federation.

Another useful function of employers’ associations is in dealing with
disputes. The aim of these procedures is to prevent the occurrence of
stoppages that could be resolved by meetings between employers and
unions, taken through a series of stages to national level if necessary. The
disputes procedures offer a means of conciliation on domestic disputes,
and if the procedure is exhausted the employer can expect moral sup-
port from the remainder of the employers in the event of a strike. There
seems much less possibility of employers taking concerted action them-
selves, however, and the uniformity of action which can be anticipated is
more a means of preventing trade unions from succeeding with leapfrog
claims, or establishing precedents which they can use to the employer’s
disadvantage.

Management

Industrial relations is an integral part of the management of any busi-
ness. Throughout this book we have stressed the importance that 
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managers must place on relationships if they are to be successful, and
of the need for consultation and good communications. Increasingly,
larger companies are appointing HR directors to company boards, and
the spate of employment legislation, as well as the need for organiza-
tional change, has given an impetus to this move. In smaller com-
panies, the managing director or chairperson may take responsibility
but, in all companies, these senior managers should be involved in the
establishment of a sound industrial relations policy.

Management’s role in industrial relations begins, therefore, with
recognition of the implications for relationships of the decisions that
are taken. For example, when deciding corporate strategy on the acqui-
sition or disposal of assets, or when planning new products, investment
in new machinery or increases in the size of the workforce, there are
implications which must be picked up at an early stage so that they can
be weighed in the decision-making process.

The responsibilities for the implementation of policies should be
spelt out at an early stage also. The board, having determined policy,
will no doubt look to its functional heads – in production, sales, finance
and HR – to put the policy into practice. Responsibility for industrial
relations is thus made diffuse, and because the most probable areas 
for conflict are in production, it is the production and works managers
who have been in the forefront of negotiations with the unions in 
the past.

The trend towards ‘professional’ HR management has provided a
counterweight to professional union negotiators. So much seems to
depend on personality and negotiating skills that it is not possible to
generalize about who should take the lead in negotiations. The model
of a senior HR manager as the responsible person with perhaps a line
manager supporting has certain advantages if the personnel HR man-
ager reports to the board:

1 The ‘distance’ between the board and the negotiator can be
used during the negotiations and subsequently, as the nego-
tiator is not expected to be privy to all management’s future
plans, and if negotiations break down there is room for fur-
ther action in compromises from the board.

2 A senior and well-briefed HR manager should have a wide
knowledge of the existing agreements, and may be familiar
with the union officials through other negotiations. A line
manager may tend to act in a sectional interest, or look for a
short-term expedient that may have unfortunate long-term
consequences.
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3 HR managers should be able to offer continuity since it is
their specialism, whereas line managers may anticipate pro-
motion or movement to another job.

4 Given an HR manager as lead in the negotiating team, a
knowledgeable line manager is invaluable as a member of the
team because of awareness of the technical processes and the
job content of the unit.

5 If a senior line manager is accountable for the whole group
on whose behalf negotiations are being conducted, he or she
should be a member of the team also. Alternatively, he or she
could be involved in briefing sessions before, during and after
(debriefing) the negotiations. He or she is more likely to
accept that the best deal was gained, however, if he or she has
been concerned in the negotiations themselves.

If the policy on industrial relations has been carefully thought out
beforehand, the implementation is less difficult. Where companies are
proposing the rather dangerous step of leaving their industrial rela-
tions strategy to the negotiators themselves, clearly the parameters will
need to be set beforehand.

The internal bargaining process

Too little attention has been paid to the internal bargaining process
within companies, and the assumption of two power groups, employers
and unions, facing each other across the bargaining table to set the seal
on the company’s future industrial relations is an overstatement. Just as
in trade unions, there are different groups – stewards, officials and mili-
tant or non-militant members forming a loose coalition – so on man-
agement’s side there are interest groups. Local-level management, for
example, may not agree with a group policy, or supervisors may see an
identity of interests with shop stewards and seek to frustrate any deals
that produce extra work.

Management organization is, therefore, not a monolith, and the infor-
mal processes that occur include attempts by boards to control their nego-
tiators and the organization of workshop pressure against the unions. The
real control of what happens is on the shop floor or in the office. This is
where the internal bargaining process is utilized to maintain order and to
control the rules of work, the participants in this process being the super-
visors, the shop stewards, the department managers and the workers
themselves. No doubt this is a source of inertia in British industrial rela-
tions, but it is also a force preventing the more radical or zealous among
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senior management and union officers and stewards from forcing
changes on to a traditionally minded, conservative workforce.

Different approaches to bargaining

Collective bargaining comprises the settlement of wages, conditions
and procedures by bargains expressed in the form of an agreement
made between employers’ associations or single employers and trade
unions. The objective of all bargaining is to find an agreement. Agree-
ments may be conveniently divided into procedural and substantive
agreements.

Procedural agreements set out the rules by which the formal rela-
tionships between the company and the union will be regulated. These
could include disputes procedures and procedures by which substan-
tive agreements are to be interpreted.

Substantive agreements are agreements about the terms, conditions
and pay of a group of workers. These would include hours of work, holi-
days and the rules governing how the work is to be done. A further sub-
division is into bargaining at industry and at domestic level. At the
industry level, bargaining between employers’ associations and a con-
federation of trade unions settles both broad procedural and substan-
tive areas. In the domestic bargaining of particular companies with the
unions representing their workforce, the rates paid for specific jobs,
and the regulation of the work, as well as local procedures for dealing
with discipline and grievances, are negotiated. These procedures would
have to provide at least the same protection as the statutory grievance
and discipline procedures (see Chapters 21 and 22). Examples of this
fourfold classification are given in Table 17.1.

Industry-wide bargaining usually has to take into consideration sec-
tional or occupational interest. For example, craftspeople in the steel
industry and on the railways negotiate separately.
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Table 17.1
Substantive and procedural agreements

Agreement Domestic Industrial

Substantive Wage agreements, Hours of work, apprenticeship 
productivity agreements schemes, holidays

Procedural Local disputes, discipline and Industrial procedures (applied 
grievance procedures through various joint councils,

for example)
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Productivity bargaining

A productivity agreement is arranged where an employer agrees to
higher pay and/or to improvements in benefits in return for an agree-
ment from the union to changes in working practices or numbers
employed that will result in an improvement in productivity, measured
by unit costs, total output or by some other index.

A new era in productivity bargaining was started at the ESSO refinery
at Fawley in 1960 where, for the first time, workshop representatives of
all the unions were brought into an agreement with the management in
which the company agreed to increases in pay in return for changes in
working practices.

Productivity bargaining has since proved to be an approach that
other companies have adopted as a means of removing demarcation
lines between jobs and problems caused by different union member-
ship. These changes in bargaining have helped to move the main
arena for negotiating down to the ‘domestic’ or plant level. Some
employers’ associations have left the settlement of pay rates to individ-
ual plants so that local productivity agreements can be concluded.
Domestic bargaining has also been encouraged by the spread of meas-
ured daywork and by the need to rationalize payment schemes.

Productivity schemes focus attention on the role of the supervisor
and, by making him or her responsible for the achievement of improved
performance, there is the opportunity to build up his or her role. But for
the agreement to be effective, supervisors have to have powers of control
which make their already difficult intermediary position even more
stressful. For schemes to be implemented satisfactorily, therefore, the
supervisors down to the shop floor workers must be given training and
support in what is probably a new role for them. The introduction of
quality circles, where employees work with their supervisor on ideas to
improve the quality of their work, has also given greater emphasis to the
supervisor. Productivity agreements result in management looking for
more information on output, and may put the spotlight on performance
standards. Clearly, in negotiating new schemes companies should be
aware of the likely effect these schemes will have on worker/supervisor
relationships, on formal control systems and on the pay relativities with
other groups in the organization not covered by the scheme.

Industrial relations policy

The management’s industrial relations policy will increasingly be based
on local circumstances. Most industry-wide agreements are largely used
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for guidance, with the emphasis on day-to-day affairs at the domestic
level, so that a policy on industrial relations is essential.

From the perspective of the company, there are a number of areas of
major concern when framing an industrial relations policy:

1 The preservation of harmony in relationships, or the creation
of harmony where none exists. This does not imply that man-
agement should avoid disruption of the business at all costs,
but it does mean that a main objective of an industrial rela-
tions policy will be to keep the respective groups of workers
contributing to the organization’s success.

2 The orderly introduction of change. No industry can avoid
technological change, and there are implications for the cus-
toms and practices that have grown up over decades with
management’s tacit agreement. To gain the advantage of
improvements in productivity, the changes need to be intro-
duced in a way that is acceptable to the workforce.

3 The costs of employment must be controlled and have to be
compatible with the company’s pricing policy. The pricing pol-
icy will have been set with the marketplace in mind. Labour
costs are an important element in total costs, so any change in
the proportion of costs attributable to labour results in a
reduction in the company’s profit margins and there are impli-
cations, therefore, for the corporate plan.

4 Industrial relations policies should influence the productivity
of the organization. This has often been achieved by intro-
ducing greater flexibility in contracts, in working time and in
jobs, and by pushing through a greater concern for quality.

The company should express in writing its industrial relations policy as
part of its human resources strategy, which may then be communicated
to all levels of staff and to the unions. Union officials should be
involved in consultation before the policy is finalized.

The statement should cover the following:

1 The company’s attitude/philosophy towards trade unions.
The circumstances under which the company will recognize
unions for bargaining purposes, and any agreement on mem-
bership. Here we should note that since the 1999 Employment
Relations Act in companies with fewer than 21 employees, an
independent trade union can request recognition, and appeal
to ACAS if this is not forthcoming; similarly an application can
be made to the CAC, or there can be a recognition ballot.
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2 The negotiating procedure and the people with whom negoti-
ations will take place (junior shop stewards, district officials, etc.),
the frequency of negotiations and procedures for resolving dis-
agreements and for interpreting provisions of agreements.

3 The scope of the negotiating bodies, and the numbers and posi-
tions of the members. For example, if the company has a number
of subunits (a group or divisional structure) the arrangements
for collective bargaining should be set out. Sometimes joint
negotiating committees are formed, or a senior committee may
be established with responsibility for several bargaining ‘units’.
The scope of each committee’s negotiations should also be stip-
ulated, together with the mechanism for referring problems to
the appropriate committees.

4 The facilities and information to be given to the union represen-
tatives. These topics are covered broadly by the legislation (see
Chapter 22) and by codes of practice, but particular headings of
information and the practical facilities will have to be decided.
Procedures for determining the number of union representa-
tives granted facilities will be one of the procedural issues that
must be negotiated. The relationship of the consultative pro-
cesses in the UK to any European works council, and the respect-
ive roles of the works councils will also have to be covered.

5 The relationship of any plant or company agreement to the
industry agreement must be established. This is a statement of
what will be followed automatically from the industry-level
agreements (e.g. on hours, overtime rates) and what will be
the subject of further negotiation at domestic level. The pol-
icy should state how the arbitration and conciliation arrange-
ments will be put into force at the local level.

To be successful, a statement that covers the areas listed above should
involve everyone (from senior management to worker representatives)
in consultation.

The next stage is the negotiation of the substantive and procedural
issues that are in the scope of the policy through the bodies that have
been established:

1 The substantive areas for negotiation include the wage and
salary systems, incentive schemes, grading and job evaluation
schemes, recruitment, training, promotion and redundancy
policies.

2 The procedural and consultative arrangements for redun-
dancy and contract changes such as flexibility.
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In most cases, management does not have the chance to set up a policy
from scratch. Only in a greenfield situation will that be possible, but
the model above is still valid as a framework that can be adapted to cir-
cumstances. Typically, the area over which negotiations can take place
has extended, and recognition of this fact within the policy is within
management’s control. The objective is to keep bargaining orderly,
and in many companies it is now necessary to recognize that there is
joint regulation of the rules governing work.

Where it is possible to negotiate a plant/company agreement, it is
advisable to start from those matters over which there is already agree-
ment. First, a tentative agreement on each area in turn should be
sought, before moving on to the next. Nothing is finally settled, how-
ever, until both parties have agreed the whole range of issues, so alter-
ations are still possible (see Chapter 18 for negotiation techniques).

A further complication can arise when there is no obvious single
union or group of unions with whom to bargain. Inter-union rivalry is
still a fact of life. Joint committees of all the unions involved may be
one way around the difficulty.

Where management is faced with competing claims by different
unions, it must make a judgement as to which union has the power to
do the most damage and then should settle with that union first.
Management should then seek to promote a more rational basis for
future dealings.

Given that the principal objective for any industrial relations policy is
to obtain harmony, management should not seek to play off one union
against another. A better approach is to work with the unions con-
cerned to try to bring some order into the bargaining arrangements.

Bargaining with a single union brings many benefits. It has been pos-
sible for some companies to achieve recognition with a single union in
return for no-strike deals, pendulum arbitration (where the arbitrator
decides on the merits of either the claim or the offer, not on an average
between thc two), and agreement lasting two years or more over pay.

The growth of inward investment to the UK has also stimulated new
approaches to collective bargaining. Greenfield sites offer the advantage
of no previous history of bargaining and no disharmonious episodes to
forget. Such new investment has offered opportunities for single-union
deals, or at least ‘single-table’ bargaining (bringing all the unions into a
joint bargaining arrangement). In some cases, e.g. at Honda, the com-
pany has opted not to recognize any trade union for bargaining pur-
poses. Where trade unions are involved, and where managers have a
choice, a form of mutuality has emerged. This does not imply that the
union is taken as an equal partner with management; rather, trade
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unions have come to play a significant role only in so far as they have
served management’s purposes in maintaining a disciplined workforce
and as a channel for communication.

Conclusion

In this chapter we have outlined the part played by the protagonists in
collective bargaining: trade unions, their officials, shop stewards and
members, employers’ associations and management at different levels.
The plurality of interests these actors represent is reconciled at indus-
try and at domestic level through bargaining processes.

To bring order to the process of joint regulation of work, industrial
relations policies that cover both substantive and procedural issues need
to be devised at the company or plant level. These agreements should
provide the opportunity for maintaining harmony in relationships,
rewarding effort and promoting high levels of productivity.
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Questions
1 What part do shop stewards play in the process of collective bargaining?
2 Why do the attitudes of trade union members differ between those shown by white-

collar and blue-collar members?
3 Why has there been a continuous trend towards local, plant-level bargaining?
4 What is productivity bargaining? What are the difficulties in making a success of

agreements on productivity?
5 What major changes have taken place among trade unions and employers’ 

associations?
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C H A P T E R

Negotiation techniques
18

In the previous chapter we outlined the institutional arrangements for
collective bargaining between workers and employers. Although the
power bases of these groupings will help to determine the outcome of
the bargaining, their power is expressed through negotiations.

When the two groups meet, whether in national, company or local
bodies, the negotiating strategy that each side has prepared, and the
way the strategy is acted out, will affect the result. Negotiations are not
usually about winning or losing everything, but rather are concerned
with small shifts and marginal gain or losses in pay, changes in rules,
working methods, terms of employment and so on. Matters of principle
may often be felt to be involved, notably where redundancy schemes,
managerial prerogatives or disputes over changes are concerned, but
agreements are achieved through compromises that avoid a total capitu-
lation by either party.

There are two different approaches to negotiation:

1 Distributive bargaining : where the negotiation is about the dis-
tribution of resources, which are always finite, where a gain for
one party is a loss for another. Distributive bargaining is some-
times called zero sum bargaining. For example, if an increase
in pay of 15 per cent is gained against a management budget
of 10 per cent, the 5 per cent extra achieved by the union has
to be funded either from profits or investment, or from other
groups in the company, or by increasing productivity (produ-
cing more for the same cost) or by increasing prices (increasing
the proportion of wage costs:total costs). If productivity can be
improved, then the bargaining need not be distributive.

2 Integrative bargaining : this is where the negotiations are about
how to resolve a problem to the mutual satisfaction of all par-
ties. The approach entails ‘problem-solving’ by management
and unions looking for the best solution to grievances about
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management actions, discipline problems and matters that lend
themselves to joint management/union cooperation. This is
especially appropriate in real productivity deals.

In this chapter we will concentrate on distributive bargaining, leaving
the integrative approach to Chapter 20.

Negotiation is not always a formal affair. Managers and shop stewards
may find themselves taking a continuous negotiating stance. Pressure
from management or pressure from the unions for changes is part of the
everyday interaction when either side may be engaged in persuasion.
Our description of negotiation techniques will assume that the negoti-
ation is sufficiently formal for a number of stages to be followed. How-
ever formal the arrangements, the principles remain the same, and it is
the responsibility of management to ensure that they are not rushed into
agreements, or give way to pressures, but that they have prepared a strat-
egy that they can follow. This chapter is divided into two sections: prepar-
ing the case and conducting the case.

Preparing the case

The aim

The first task is for an overall aim to be set. This should be consistent
with the industrial relations policy and should be achievable. For exam-
ple, one aim could be to change the production system in order to
improve productivity, or another to achieve an agreement with the
unions in line with the corporate plan on wages/salaries. From the
aim, objectives that are not so rigid that they are unalterable in negoti-
ation, should be thought through. In the first instance these may be to
do with the types of machines, numbers employed, etc., or in the second
example, amounts to be paid to the various groups.

Research

The issues over which the negotiation is to take place should be
researched. A good understanding of the history and background to
date is invaluable. The researcher will be looking for trends: signs of
the way the union is going on particular issues. It is as well to use more
than one source for the accounts you gather or to check minutes of
previous meetings. Where the negotiation is over pay, recruitment or
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similar substantive matters, management should be armed with a sur-
vey of pay rates or of labour market information.

Bargaining power

The strategy to be followed will be dependent on the bargaining strength
of the union. This will be a variable, according to the issues on which it
represents the workforce.

One way of analysing power is to list the issues over which the negoti-
ation will take place and then to note the costs and benefits to each
party of the different outcomes. Where the negotiation is over substan-
tive issues, most of the costs are likely to be to the company, although as
inflation rises a pay increase of less than the inflation rate is a reduction
in real wages which is a cost to union membership. Similarly, in pro-
ductivity bargaining, overtime or bonus earnings may be traded for
other benefits, which can be costed.

The following well-known model can be used to define the relative
costs of agreement or disagreement between two parties A and B:

(18.1)

(18.2)

Thus if A is the union, B management, the greater the cost of dis-
agreeing in relation to the cost of agreeing to a union’s demands, and
the more power the union possesses. If, for either party, the ratio is less
than 1, there will be disagreement. Concessions or strikes can lower or
raise the cost of disagreement to the point where a settlement is possible.

The strategy

Given an understanding of what the union is likely to raise, and an assess-
ment of their power on these issues, management should be in a pos-
ition to predict the demand the union will make, or what kind of offer
they should attempt. There is an opportunity now to work out the argu-
ment for and against each proposal, notably the benefits/disbenefits to
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each party of agreeing/disagreeing. In particular, managers should look
for the weakness in their own case and try to find counter-arguments.

The position of each side on the issues can be determined under the
three possible situations that may emerge, which Atkinson has labelled
as follows:

1 If management achieves its objectives entirely, what would be
the ideal settlement?

2 If management makes some progress, but with power from the
union realistically assessed, what would be a realistic settlement?

3 If management is forced to concede or make no progress,
what is its fall-back position?

As an example, if the union is demanding an increase of £20 per week,
the three positions for the two parties could be as in Table 18.1. There is
clearly room for agreement, since the union’s fall-back position and the
management’s idea of a realistic settlement coincide. If the union is able
to discover that management’s fall-back position is higher than their fall-
back demand, they would no doubt revise their fall-back demand upwards,
and the final settlement would be nearer the £16 mark.

Management should now be able to work out what its own demand
would be or its response to the union’s demand. If management intends
to make an opening statement containing a first offer, the amount of
movement this will allow should be considered. Any possible concessions
should be examined and, to gain maximum response from the other
side, their timing has to be calculated.

Management’s strategy is established, therefore, from the range of
issues to be covered, the strength of the parties on each issue, manage-
ment’s position on each issue and where the union is anticipated to stand,
and the arguments that can be marshalled for and against the manage-
ment’s case. There is the tactical question of whether or not to open with
a bid and how high this should be, which has to be resolved in the light of
how much movement is possible and how much power each side has. It is
also useful if managers can agree in advance what reaction they will have
to any threat of sanctions that the union might propose.
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Table 18.1
Example of union and management positions

Positions Ideal Realistic Fall-back

Management £8 £14 £16

Union £20 £17 £14
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The agenda

This raises tactical and practical questions. It is valuable to have items
on the agenda which can be linked so that there is the prospect of gain-
ing movement on problems which otherwise might remain unresolved.
The agenda should not be cryptic, however, and must be acceptable to
both sides, so that both have time to prepare. The ordering of the items
on the agenda can be used to put time pressures on the last items, but
it must be remembered that the other side may not accept the order.

Preconditioning

The history of the dispute will already have preconditioned the partici-
pants. Active attempts are sometimes made to formulate a climate of
opinion in which the outcome of the negotiations is made more accept-
able. For example, advance publicity of poor trading results, and state-
ments in newspapers and company journals which reflect the strength
of the competition and the company’s problems all influence attitudes.
On the union side, large pay settlements in other parts of industry,
results of comparability studies, the inflation rate, etc., may be used in
a propaganda war before the negotiations commence.

Providing unions with information

There is now a general duty on employers to disclose information at all
stages of collective bargaining to representatives of independent trade
unions, and a code of practice for this has been produced by the Advisory
Conciliation and Arbitration Service (ACAS). The code gives examples
of the types of information covered, which includes cost structures,
gross and net profit figures, and sources of revenue, as well as data
related to performance and details of pay, benefits and staffing levels,
including the bases on which these matters are decided.

The management team and the setting

Whoever is selected to conduct management’s case must be articulate,
persuasive and carry sufficient authority to make decisions. He or she
should be acceptable to the other side at a personal level, and his or
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her intellectual abilities should be sufficient to enable him or her to
translate the possible effects of proposals on company policy. It is a use-
ful ploy to retain some distance between the negotiators and the ultim-
ate authority (say, the board of directors), although the negotiators
should always remain in their confidence. While the chief negotiator is
conducting the case for his or her side, other members of the team
should be keeping a record of what is happening and listening to the
interplay of the argument, looking for strategic developments and be
able, therefore, in an adjournment, to give an analysis of the negoti-
ations. There should be sufficient rapport between members of the
negotiating team for the members to pick up non-verbal as well as ver-
bal clues that they are needed to intervene. The setting for the negoti-
ations ought to be comfortable, free from interruptions, with the chief
negotiators facing each other in central positions.

Conducting the case

The opening statement

This is a broad statement of the position as you see it. It should leave
enough room for further negotiation. No details or contentious counter-
demands should be attempted at this early stage. It is sometimes quite
effective to give parts of the opening statement to other members of
the team to present. In listening to the opening statement from the other
side, try to find clues to the strategy they are adopting, and be prepared
to revise your strategy accordingly. Look also for areas of agreement.
Both sides will derive a sense of achievement from early agreement on
part of the negotiations.

The argument

A number of techniques are common in the art of persuasion:

1 Gaining commitments from the other side which can then be
used to further your own case. For example, an agreement by
the union that its members should not suffer any job loss can
lead on to a conclusion that increases in pay would result in a
reduction in employment, and then be used to reduce the
union’s demand.
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2 The argument should dwell on the benefits to the other side
of acceptance. Opportunities for the other side to agree with-
out losing face should be provided.

3 Appeals to emotional issues as well as to reason may be effect-
ive. There is sometimes a sense of relief from all sides when
the problems are expressed in human terms, instead of con-
centrating always on the financial or business implications.

4 State the case with conviction and, if necessary, forcefully, but
without shouting or using abusive language. You must convey
your own belief in your arguments.

5 Information should only be released during negotiations for a
reason, and this should have been decided in the planning
phase. The timing and method of releasing it (verbal or writ-
ten) may be important, and the negotiators will have to decide
during the negotiations when the moment is right.

6 If no progress is being made on one point, having clarified
the problem that is holding up agreement, it is probably as
well to set it aside and return to it later.

7 Linking issues together may help over a stumbling block.
Conversely, if there is a halt on all fronts because of a sticking
point on one of the items, the technique of isolating the issue
as in (6) above can be used.

There are interpersonal skills in negotiation which help:

1 Listen carefully to what is said.
2 Ask questions rather than make statements all the time.
3 Do not try to score personal points. If the opposition descends

to personal vituperation, either ignore it, or make your stance
clear that you will not continue if abuse is used.

4 Avoid taking advantage of any division in the opposing team.
It will result either in unifying them against you or in the
break-up of the negotiations.

5 Do not use long convoluted sentences; use instead simple lan-
guage and a tone of voice that treats your opposite number as
your equal.

Concessions

The timing of concession can be crucial to the outcome. Concede too
early and the opponent may accept the concession as of right and then
move on to his main argument. If a concession is to be made, it will

Chapter 18 Negotiation techniques 363

H6795-Ch18.qxd  4/4/06  8:37 AM  Page 363



364 Essentials of human resource management Chapter 18

probably yield most value if it is granted in response to the opponent’s
main argument, and if it is attached to a push for a reciprocal action on
his or her part it may result in a modification of his or her demand.

In negotiations one sometimes encounters the ‘phoney concession’,
which is a gesture that appears to be a concession but, on reflection, is
seen to be an inevitable or worthless concession. It is a trick, rather like
selling a pass in rugby, and as such may not work. Where it does work,
and can be carried off convincingly, your opponent will believe that he
or she has scored a victory, and may be prepared to make a real con-
cession in return.

If it appears that you are being forced into concessions, the best plan
is to try to slow the pace by creating a diversion, taking up another
point with a suggestion that you will return to the problem later, or by
adjourning proceedings for a short time.

Adjournment

There are a number of reasons for wanting to adjourn. The most impor-
tant occasion is when the negotiating team needs to consider the other
side’s proposals. The time should be fully utilized by analysing what has
happened and going back through the record of what has been said
and agreed. This kind of adjournment allows the team to consult with
senior management or to seek advice from experts on a topic (e.g. if
changes in the pension scheme rules are being discussed, actuarial
advice may be necessary).

As indicated above, adjournments can also be used judiciously as a
break point to prevent yourself from being swamped. The time can still
be used to advantage so that the team is able to formulate a reply.

Finally, adjournments at natural breaks are sensible, for lunch, tea or
in the evening. Fatigue in negotiations can be as dangerous as time
pressures, since there is a temptation to speak without thinking or to
give away an important point merely out of tiredness.

Settlements

The objective of negotiation is to obtain agreement. Before the negoti-
ation teams break up, it is as well to agree how the settlement is to be
communicated to the workforce. If a new agreement has been negoti-
ated, the length of time the agreement will run will have been part of the
negotiations. Stability is achieved by long-term rather than short-term
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Aim of the negotiations

Specific bargaining
objectives

Conditioned by power of
opposition on these issues

Precondition negotiations
information to union

Form a management team with high standing,
power of analysis, skill in persuasion

Make settlements that will last and
are acceptable to both sides

Agenda: agree
and circulate

Informed by
research

Develop strategy

• What is realistic settlement?
• How much room for negotiation is there?
• What kind of opening move should be made?
• Arguments for/against the case
• Where does management stand on sanctions?

Conduct negotiations

• Opening statement; look for areas of agreement on which to build
• Develop own argument on prepared theme
• Question other’s case; link isolated issues
• Only give information, make concession as planned
• Use adjournments

Figure 18.1
Flow chart of

negotiation
techniques

agreement but, if the agreement is for a long time, it ought to contain
provisions for interpretation, and the disputes procedure ought to be
sufficient to cope with any disagreement that may result from the long
period during which the agreement is in operation.

Conclusion

Good negotiating styles only come from practice. Preparation, and
care in the negotiating arena, will help, however, and the summary in
Figure 18.1 shows the important steps in the negotiation process.
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Questions
1 What preparations should you make before any negotiation?
2 How does the ‘power’ of the contending parties influence negotiations?
3 Describe the key issue you should think through when developing your negotiating

strategy.
4 Under what circumstances should you make concessions?
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C H A P T E R

Disputes and ways of
resolving conflict

19

We suggested at the beginning of Part Six that a pluralist stance towards
industrial relations is necessary. What we come to regard as ‘conflict’ in
an organization depends on our interpretation of events.

The reality of most organizations is that people hold a multiplicity 
of personal objectives. There would seem to be some truth in the claim
that employees really work for the material and psychological satisfac-
tion they can achieve, and that their work is therefore an instrument
used towards their own ends. In addition to this instrumental attach-
ment to work, interest groups form in organizations, where individual
interests coalesce. These groups seek to achieve their ends through
alliances and by following group strategies.

A number of sociologists have suggested that our attention should be
addressed to the explanation of ‘order’, or lack of ‘conflict’, which is
perceived by some to be unnatural, the normal pattern being one of dis-
agreement, conflict and often violence. One outcome of such a view is
that ‘political activity’ is necessary to avoid a state of anarchy. This polit-
ical activity includes the formation of alliances, the representation of
interest groups in consensus decision-making, and mechanisms for con-
taining and canalizing opposition.

The values of managers govern their attitudes towards workers taking
action in pursuit of claims and condition the manager’s response to
‘industrial action’. Whether such action is regarded as a legitimate part
of the bargaining process will depend on a manager’s view of conflict in
organizations as a whole. Questions we must face are: can we expect to
have the total commitment of people to their tasks? Do groups of work-
ers have the right to express their disagreement and to use their power
in confrontation?
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In this chapter we will examine the nature of industrial conflict and
its resolution.

The conflict cycle

There are a number of distinct phases in a conflict cycle. The cycle
begins with substantive or emotional issues being triggered by an event,
which seems to focus attention on what are regarded as the underlying
issues. Tension escalates to the point where sides are drawn, and each
side makes judgements on the opposition’s power and goals. Those
involved in the situation experience fear at the confrontation according
to the risks they are taking with family, income, job, prestige, etc. There
is negotiation or a series of meetings where both sides work through
their disagreement. The outcome will be a resolution by compromise or
the conflict cycle will start again.

Conflict takes place at different levels. There may be a ‘running fight’
between a supervisor and a group of workers over a period of years, with
occasional outbreaks of overt conflict in the form of ‘wildcat’ strikes, or
the conflict could be at a national level, as in the famous miners’ strikes
in the 1970s and 1980, or an event such as the pay offer by British Steel
in 1979 that sparked off feelings of insecurity, fear of job loss as well as
a prospective loss of income and status (these being some of the prob-
lems union members felt were important during the 1980 strike). Even
in the recent past, there have been industrial actions in the fire service
and airlines and one-day stoppages in schools and universities and vari-
ous parts of the public sector.

Different types of dispute

There are signs of disaffection with organizations, which are explicit,
such as strikes, confrontation leading to lockouts and various forms of
withdrawal of cooperation by workers in furtherance of their claims.
High labour turnover, absenteeism, high accident rates due to inatten-
tion, poor training, and customer complaints could also be regarded as
implicit conflict in the sense that they are indicative of at least a lack of
interest or motivation to work and, at worst, animosity towards the com-
pany and what it represents. Strikes are, therefore, not of themselves an
indicator of low productivity (except, of course, for the period of the
strike itself). A study of coal mining, for example, revealed that the pits
with few strikes were not outstandingly productive. Apathy and a low

H6795-Ch19.qxd  4/4/06  8:35 AM  Page 368



level of energy at work are probably more damaging than outright con-
frontation over differences.

Industrial conflict takes a variety of forms. Overtime bans, working to
rule, refusal to use new machinery have all been seen in different indus-
tries over the past decades. The draughtsperson’s union invented an
ingenious form of pressure on management: ‘working without enthusi-
asm’. White-collar workers and managers who are unionized have con-
siderable scope for this type of action since their work frequently requires
them to use their initiative and creativity.

Apart from sanctions against management, workers sometimes take
action against those of another union, or employer, by ‘blacking’ the
goods they produce, i.e. refusing to use or handle them. For example,
dock workers have ‘blacked’ goods manufactured by employees who
did not obey a strike call by the union and have refused to unload
imported cargoes of coal when the miners were on strike, out of sym-
pathy for their cause. The Gate Gourmet dispute, mentioned earlier,
was a dispute between their management and union, which had an
adverse effect on the contract between Gate Gourmet (the caterers for
airlines) and British Airways.

Sanctions against individual workers who do not obey the majority
decision also occur. Unofficially, these may include ‘sending to Coventry’
(i.e. not communicating with the offender at work), and physical 
sanctions have been known, although never officially approved by
unions. We may recall here the way in which offenders who broke group
norms were struck on the upper arm, as recounted in the Hawthorne
research.

Strikes

A strike is not the only type of sanction that workers can apply. It is, how-
ever, one of the most effective. Withdrawal of labour puts pressure on
an employer immediately, and although there are costs to employees in
the form of loss of pay, the employer faces an immediate need to nego-
tiate so that a return to work and a resumption of business can take
place. Other forms of industrial action can become a ‘running sore’,
and may cause as much difficulty for employees as for management.
Overtime bans are only effective when overtime is regularly expected,
and working to rule can be inconvenient for the workers as well as for
management and customers. The ‘lockout’ by an employer is not so fre-
quent nowadays, this being where the employer refuses to allow a group
of employees to return to work unless they accept management’s terms.
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Strike action on a selective basis has been used to minimize the cost to
the union and to maximize the effect on the employer. This is exemplified
by the withdrawal of a small number of key workers, such as those operat-
ing a computer installation. For a strike to be effective, the employer’s
business has to be stopped, and thus strikers place great emphasis on soli-
darity and regard picketing as an essential element in their tactics. The
use of pickets on the premises of employers not directly related to the dis-
pute, but who can bring pressure to bear on the employer who is engaged
in a dispute (secondary picketing), has been banned (see Chapter 22).

Strikes and other forms of industrial action are not always sanc-
tioned by the union. We can, therefore, differentiate between official
and unofficial strikes, the former providing the benefit of strike pay to
those on strike and the use of the union organization. Matters are not
always so clear-cut. Strikes that start as unofficial are often made official
as they progress.

The classification of strikes for comparative purposes is, therefore,
problematic because each strike is a complex phenomenon in which
people with different and changing motives are acting out the various
stages in the conflict cycle. As there are many other forms of industrial
action, statistics on strikes cannot be taken as a definitive measure of
industrial unrest. There are also serious difficulties in collecting strike
statistics. It is probable that many small strikes are unrecorded, and the
different methods of recording in each country make international com-
parisons imprecise. Strike statistics are usually kept on the total number
of stoppages beginning in a year and the aggregate number of working
days lost due to stoppages in progress during a year. The caveats
extended above counsel caution when interpreting these statistics. The
benefit gained from studying the statistics is to derive a general impres-
sion of signs of militancy, and to see which industries are strike-prone.

Until 1926, the pattern was for large numbers of working days to be lost
from a relatively small number of strikes. After the General Strike in 1926,
until 1956, the number of days lost was not typically so high, but the num-
ber of strikes increased. The late 1960s saw an increase in militancy; from
1968 to 1977 the average number of working days lost per 1000 workers
was 452, which was nevertheless better than the record of Italy, Australia,
Canada and the USA. The number of strikes starting per year was around
2000 from 1957 to the late 1970s, except for 1970 when almost twice that
number started. In 1957, the engineering strike pushed up the number
of days lost to 8.4 million, and there have been four particularly bad years
since then: in 1972, 24 million working days were lost, in 1974, 15 million
days, in 1979, 28 million days, and in 1984, 27 million days (due to the
miners’ strike).
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During the 1980s the strike weapon came to be used less: the 
number of stoppages fell from 1348 in 1980 to 701 in 1989, and down
to the 600 level in the early 1990s. By the end of the 1990s, the number
of recorded strikes was negligible. Strike activity in 1997 was the lowest
since records began in 1891, according to the Office for National
Statistics.

The recent Workplace Employee Relations Surveys (WERS) (in 1998)
indicated that only 7 per cent of workplaces had seen ballots of union
members in the previous year; industrial action was reported in only 2
per cent of workplaces and strikes in only 1 per cent of workplaces in the
previous year. The 2004 survey showed that only 3% of workplaces
reported any industrial action in the last twelve months. 

This reduction in trade union militancy may be due to a number of
factors. First, high levels of unemployment are associated with reduced
militancy. Second, the Conservative governments during the 1980s and
on into the 1990s expressly sought to reduce trade union power by intro-
ducing legislation which made the unions liable for damages caused to
employers in a dispute in a wider number of situations. The introduction
of the need for a ballot of members before any action is taken gives time
for management and unions to reach a compromise on issues in dispute.
Third, the collapse of Britain’s old industrial base – mining, heavy engin-
eering, shipbuilding and some manufacturing sectors – has changed the
occupation structure and labour force characteristics. Many jobs have
become part time, often occupied by women, and are in the service sec-
tor of the economy. In manufacturing and construction there has been
more subcontract and non-union labour. These changed features of the
labour force may also have reduced the propensity to strike.

When militancy was higher, economic reasons accounted for 80 per
cent of stoppages and 90 per cent of person days lost. Piecework and
wage payment systems used to give rise to many disputes, but in recent
years there has been a trend towards measured daywork and incentive
schemes are less of a factor. However, the restructuring of organiza-
tions, redundancies, outsourcing, mergers and the need expressed by
management for greater flexibility have become potential reasons for
conflict. The growth of the public sector, where incomes policy and
cash limits have been felt most, has resulted in a number of confronta-
tions there, where white-collar unions have grown sharply.

Most strikes are short, sharp affairs, where the employees walk out when
an event triggers the examination of a number of underlying problems
over which there has been frustration and annoyance, e.g. over grading
decisions or work rosters. The set piece, long-drawn-out battles in steel,
transport and the mines, for example, came at a stage when negotiation
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had broken down. The trend will probably be towards more official dis-
putes, since in the growth area of unionism, the white-collar area, the
members are more prone to strike on union instructions.

From research completed by the former Department of Employment,
we can see a profile of a strike-prone industry:

■ labour-intensive
■ high union density
■ the average size of the units managed is large
■ high-paid, skilled labour force
■ majority of labour force is male
■ industry is subject to fluctuating market pressures.

Procedures for conflict resolution

Discipline procedures

In the past there were many disputes each year due to management’s
disciplinary actions. Dismissal and suspensions occur for breaches of
rules (such as sleeping on the job, negligence, breach of safety regula-
tions) and for more general problems of conduct, including absen-
teeism and bad timekeeping.

Discipline procedures may be local procedures devised by manage-
ment, sometimes negotiated and agreed with the unions concerned.
Shop stewards and/or local union officials may take part by representing
their members at any hearings or appeals against management’s deci-
sion. The advent of unfair dismissal legislation (see Chapter 21) and the
statutory disciplinary procedures and grievance procedures in employ-
ment may reduce the incidence of disputes in these areas. Under the
1972 Contracts of Employment Act, employers were obliged to provide
written information for their employees about disciplinary rules that
are applicable to them, and details of the person to whom they should
apply if not satisfied.

The statutory requirement for discipline and grievance procedures
is described in our chapters on Employment Law. The following pre-
scription for a discipline procedure is drawn from the ACAS Code.
Discipline procedures should:

1 Be in writing.
2 Specify to whom they should apply.
3 Be quick in operation.
4 State the disciplinary actions which may be taken.
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5 Specify the levels of management with the authority to dismiss
(usually those at senior manager or director status).

6 Give the individual details of the complaints.
7 Give individuals a right to be accompanied by a trade union

representative, or by a fellow employee of their choice, at any
disciplinary hearing or interview.

8 Unless it is a case of gross misconduct, no employee should be
dismissed for a first offence.

9 Disciplinary action should not be taken until a case has been
carefully investigated.

10 Give individuals an explanation of any penalty imposed.
11 Provide a right of appeal with an established procedure.

This leaves a number of questions to be resolved. How should a man-
ager decide whether or not a subordinate’s action is misconduct? What
is serious misconduct? How and when should action be taken on cumu-
lative problems such as lateness or inefficiency? How many warnings
should be given, and who is to be involved in the discipline process?

Let us start to deal with these questions by saying that the purpose of
discipline at work is to change behaviour. If an employee behaves in such
a way that he or she shows he or she has no intention of being bound by
the contract of employment, then the employer can regard the contract
as broken. There should be no moral purpose behind disciplinary action,
and it is not the responsibility or the right of the manager to impose his
or her own moral code. If it is possible for the employee to change his or
her behaviour or performance, then the manager has a responsibility 
to offer an opportunity for improvement and to help the employee to
progress.

We can distinguish between four different kinds of problems that
result in disciplinary action of some sort, sometimes resulting in the
termination of employment:

■ inefficiency (failure to perform up to the required standard)
■ sickness and unavoidable personal problems (e.g. serious illness)
■ cumulative discipline problems (e.g. absenteeism, bad time-

keeping)
■ Immediate discipline problems (e.g. theft, fighting).

Inefficiency

The incapacity of a subordinate is initially a problem for the immediate
supervisor, and before any disciplinary action is taken the procedures
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we outlined in our sections on appraisal, induction and training should
be followed. Only when these have failed to improve the performance of
the individual, and the possibilities of transferring the person to a more
suitable job have been exhausted, should a discipline procedure be insti-
tuted. Having tried all these possibilities, managers should move to Stage
1 of the discipline procedure outlined below, and give the employee a
formal warning. The Statutory Dismissal and Disciplinary Procedure
(DDP) introduced in 2004 is described in Chapter 21.

Sickness/unavoidable personal problems

The first step is to spend time on investigation of the problem through
sick-visiting or a counselling interview. It is important to ask the employee
whether or not he or she is able to return. The decision on termination
of employment will depend on the length of the absence and the needs
of the work. It may be necessary to terminate the employment if a long
absence is likely and there is urgent work to be done. This decision must
be taken only as a last step, of course, and employers should show com-
passion in dealing with sickness. If the employee would be capable of per-
forming another type of job, a transfer should be examined.

Cumulative discipline problems

The stages in the discipline process, as part of the first step of the DDP,
are:

1 The immediate supervisor should interview the employee to dis-
cover the cause. The union representative should be advised,
and asked if he or she would like to be present, or a friend/col-
league of the employee may come to the discussion.

2 The supervisor issues a verbal warning, recorded on the file by
the HR department, and the employee must be told in what
ways he or she can improve, what help is available and over
what time period the improvement is expected.

3 If there is no improvement, a further interview is necessary, and
a written final warning should be given (either by senior man-
agement or by the HR department). The steps that are to take
place if he or she fails to improve should be explained, and the
employee should be given every assistance to improve and
extra efforts should be made to help, including formal training
if necessary, with a time limit by which an improvement should
be made. The union representative should be informed.
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4 If the final warning is not heeded, the employee should be told
that he or she will be dismissed, with a provision for an appeal
to the HR director or managing director if the employee has
reason to believe that there has been any unfairness. While
such an appeal is taking place, the employee should be sus-
pended from duty on full pay. The appropriate union official
should be informed.

Immediate discipline problems

1 An interview should be held to establish the cause of the prob-
lem. By the nature of these problems it may be necessary to
institute an inquiry, with other employees called in to give
their accounts of the incident. When the ‘offender’ against the
rules is asked for his or her version, he or she must be allowed
to call other witnesses and to be accompanied by a trade union
representative or a friend.

2 If the investigation is likely to take days to complete, it may be
wise to suspend the employee on full pay during this time.
Suspension under these circumstances should be distinguished
from suspension as a penalty imposed as a consequence of a
hearing.

3 When the investigation is complete, the employee should be
interviewed again and advised of any action that is taken. If a
penalty is proposed, written particulars ought to be handed to
the employee concerned and a copy given to the union repre-
sentative. If a warning is proposed, then the manager should
continue from Stage 3 of the procedure for cumulative prob-
lems as outlined above. There should be provision for appeals
against any penalty in the way already suggested.

Provided management follow an appropriate procedure, and the
grounds for dismissal are fair, mistakes which could result in an unfair
dismissal, with the attendant tribunal problems, can be avoided. We set
out reasons for dismissal that are fair in Chapter 21.

Grievance procedures

Grievance procedures are necessary to ensure that employees have a
recognized channel through which they can bring their grievances to
the attention of management. The objective of grievance procedures is
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to grant employees the right to have their grievances heard, investi-
gated and, if proved justified, remedied. No matter how good the pro-
cedure is, the maintenance of good communications is only possible
where the climate of relationships favours open criticism, honesty and
fairness in dealings between people. A grievance procedure that is sim-
ple, is respected by employees and management, should help to con-
tinue such a climate, and is now a requirement under the law.

We can draw a distinction between individual grievances, which
should be handled by the grievance procedure, and group grievances,
which would normally be the subject of negotiation, joint consultation
or a formal disputes procedure. The stages of a grievance procedure (as
part of the Statutory Standard Grievance Procedure) are represented in
Figure 19.1.

There are variations in the role that the HR manager can play in
grievance procedures. The HR specialist should not be called in at
once, and there are advantages in HR managers being at the end of the
procedure – to avoid clashes over authority among line and ‘staff’ func-
tions, and to help preserve the status of HR as the last ‘court of appeal’.

The time that must elapse before an employee can move on to the
next stage of the procedure should be stated. Grievances should be
dealt with quickly. If a delay is unavoidable before a manager can get
the answer, he or she should make sure that the employee knows why
and what the timescale is for a resolution of any difficulties.

The clear-cut distinction between individual and group grievances
becomes blurred in some circumstances. Although applying to one 
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Employee takes up grievance
either with shop steward or

directly with first-line supervisor

Supervisor

Department manager
or HR manager

Senior unit manager (e.g. plant
manager, factory manager)

Managing director or
personnel director

Indicates that no satisfaction has been gained at
the previous level, and the employee’s case has

been taken to the next level
Figure 19.1

Grievance
procedure

H6795-Ch19.qxd  4/4/06  8:35 AM  Page 376



person, grievances may be seen as representative of the actions by man-
agement, such as changes in work rules that a group of people opposes.

Dispute procedures

There are dispute procedures that operate at a local domestic level and
procedures at an industry-wide level. In some industries, the industry-
wide procedure will only deal with disputes about the interpretation of
national agreements, whereas in others, any type of dispute, substan-
tive or interpretative, can be put through the recognized industry pro-
cedures. Where industry procedures will only accept interpretative
disputes, any other form of disagreement has to be handled at the local
or domestic level.

At the domestic level, procedures work through local committees.
Shop stewards (where there is unionization) take part in the procedures
in joint consultative and works committees, and in combined commit-
tees with management. Local disputes are usually taken up with man-
agement by the local employee representatives as part of their normal
bargaining. Long-term questions may overcome the more pressing dis-
putes and the immediate issue is incorporated into a longer-term strat-
egy, sometimes by the union.

Large organizations have formal procedures at the local level. There
are different levels of conflict settlement offered by a series of commit-
tees in tiers. A failure to agree at a local level results in the dispute being
passed to district or company level, and so on upwards to national or
industry level.

Engineering industry procedure

This is a good example of an industry-wide, employers’ association pro-
cedure. Works committees with a maximum of seven representatives of
the management and up to seven shop stewards meet regularly and
will consider complaints from individuals or groups of workers. If no
settlement is reached, a further meeting of the works committee may
be held with the Union District Officer and the employers’ federation
representative present. If there is still failure to agree, the disagree-
ment may be referred through the procedure’s ‘provisions for avoid-
ing disputes’. The objective is to avoid either a partial or a full stoppage
of work until the procedure has been exhausted.
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The stages are:

1 Either party may bring a problem before the local conference
held between the local employers’ association and local union
officials.

2 If no settlement is reached at the local conference, either party
may refer the disagreement to a central conference (held
monthly), with a panel of employers and national officers. The
central conference tries to reach an agreement.

If it is not possible to arrive at a mutual recommendation, then the whole
matter will go back to the shop floor for settlement by the normal means
of collective bargaining.

There are a number of different procedures operated by different
joint industrial councils, such as those in gas and electricity and in
chemical and allied products. In the building industry, there are four
stages:

1 A site meeting with union and association officers.
2 A local joint committee meeting.
3 Regional conciliation panels are held.
4 National conciliation panels are the final stage, with the provi-

sion that further disagreement can be referred to arbitration,
and there is an emergency procedure that is used for urgent
problems when, for example, a stoppage is imminent. Under
this emergency procedure, the national officers can refer the
dispute directly to a regional joint emergency disputes commis-
sion, and finally to a national emergency body.

Arbitration

There is nothing to stop either or both sides in a dispute seeking arbi-
tration. Some procedures for settling disputes have built-in clauses
concerning arbitration. These are mostly in the public sector, includ-
ing the Civil Service and local authorities.

Public inquiries have been used to settle disputes where a long strike
is thought to be damaging to the public interest. The Advisory, Con-
ciliation and Arbitration Service is an independent, state-backed body
which seeks to conciliate and to offer advice to either or both parties
whenever requested to do so. When it is impossible for employers and
unions to agree through collective bargaining, ACAS may appoint a
mediator from outside, or a board of arbitration if both parties request
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this. Any attempts by ACAS at arbitration do not have binding force on
the parties.

In addition to ACAS, there is the Central Arbitration Committee,
which can hear claims for improvements in terms and conditions of
employment if the union is not recognized by the employer.

Within the union movement, arbitration in the settlement of disputes
between unions can be provided by the TUC, which has the power to
suspend a union and to recommend its expulsion from the congress.

Interpersonal resolution of conflict

Conflict and problems in relationships are sometimes more suscep-
tible to less procedural solutions. There are conflicts that are a conse-
quence of interpersonal relationships, e.g. when an individual has
problems in integrating into a larger unit. Managers in these circum-
stances need to adopt a style that keeps communication flowing. This
may entail:

1 Supportive behaviour on the manager’s part : supporting and coun-
selling the individual with the problem. ‘Difficult’ behaviour
by subordinates may be a cry for help rather than a challenge
to managerial authority.

2 Work group problem-solving : using the resources of the group to
resolve the problem. This means opening up a dialogue between
members of the group and persuading them to be open about
any problems that they experience. This is a strategy which
requires a high-trust relationship, and the manager must be pre-
pared to take criticism of his or her own performance.

3 Job design techniques : the objective is to design jobs which both
give satisfaction for individuals and opportunities for improv-
ing performance.

Conclusion

Conflict resolution starts with a careful diagnosis of the causes of the
problem. It is then the responsibility of the manager to apply an appro-
priate procedural, structural or personal solution, or a combination of
all three. The manager’s greatest assets in resolving conflicts will be his
or her own preparedness to adopt a pluralist stance, and the interper-
sonal skills which he or she can bring to bear – supplemented by 
perseverance, honesty and pragmatism.
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Questions
1 What is the difference between a unitary and a pluralist frame of reference?
2 Describe the main sanctions workers can apply. Why are some sanctions more effect-

ive than others in producing an ultimate resolution of the conflict?
3 What are the main reasons for strikes?
4 Set out the main steps in a discipline procedure. What are the different approaches

towards cumulative and immediate discipline problems?
5 What are the stages in a grievance procedure?
6 What are the benefits of a formal disputes procedure? At what stage would you

expect there to be arbitration?
7 When conflict is a consequence of interpersonal relationships what sorts of solu-

tions are available?
8 What are the main sources of conflict? Summarize each type and note the possible

solutions.
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C H A P T E R

Consultation and
participation

20

The width of interpretation we can give to the idea of participation is
reflected in the many levels at which we can see employees participat-
ing in a modern democracy. There is participation through national
institutions, through industry-wide bodies, and at company and some-
times department or section level. Collective bargaining in its many
forms could be said to be employee participation in the distribution of
wealth in society.

The formation of a new type of trade union may be a sign of this widen-
ing agenda. The union, called ‘Community’, grew from the merger 
between the Iron and Steel Trades Confederation and the Knitwear, Foot-
wear and Apparel Trades. Community seeks to look after their members’
needs at work and in the community, representing members ‘where they
live and work’.

Descending and ascending participation

One way of distinguishing between different forms of participation 
was described by Walker in 1977, when he differentiated between
‘descending participation’ and ‘ascending participation’.

Descending participation includes schemes for enlarging and enrich-
ing the employee’s job, so that some of the functions of the next level of
supervision become part of his or her work, and this approach to partici-
pation can also be found in forms of supervision where decisions are
made by the work group acting with the manager by problem-solving as
a group. In this latter case, the manager becomes very much the repre-
sentative of the group that operates its own control and discipline func-
tions. In the former instance, job enlargement schemes seem to some
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supervisors to be threatening because they tend to squeeze the middle
and junior levels of management. To be successful, therefore, they have
to be applied from the top of the organization so that power and respon-
sibility are devolved downwards.

Ascending participation is characterized by joint consultative com-
mittees and arrangements that recognize the employee’s demand for
more information from management and for involvement in decision-
making. This is now often termed the demand for employee voice.

There has been a tradition of joint consultation in the UK since the
end of the First World War. The advent of both world wars reinforced the
need for cooperation between employers and their workforce to achieve
the production targets essential for victory. The early experiments in joint
industrial councils, which the Whitley Committee advocated in 1919,
eventually faltered in most industries, except in the public sector.
Nevertheless, the idea has blossomed at a local level in industry, and a
number of organizations have maintained joint consultative committees
through the years. The principles behind joint consultation have also
been influential in the training of HR managers. Other forms of partici-
pation, e.g. through ‘empowerment programmes’, quality circles and
financial participation such as Employee Share Ownership Plans, seek to
engage the commitment of employees. Even organizational surveys,
focus groups and ‘intranet’ communication schemes can be seen as at
least some attempt at listening to employees’ voices. As is often said,
employees only value such techniques if their voices are also valued.

Joint consultative committees

Joint consultative committees ( JCCs) usually operate at company level.
They are committees of managers and workers, with a formal constitu-
tion, which meet regularly to discuss problems of mutual interest that
are outside the normal area of negotiations. Employee members of such
committees are elected and serve for a fixed term. The arrangements
can apply to any form of organization structure, irrespective of whether
or not the employees are members of a trade union.

The principles on which joint consultation is based are those we
have outlined in our comments on problem-solving. The approach to
employee relations is integrative rather than distributive, and could be
summarized as follows:

1 For employees to be concerned about the achievement of the
organization’s objectives, they must be made aware of the
objectives and understand the reasons for the policies that are
followed.
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2 Good communications between management and the work-
force are vital. Employees should be advised in advance of
areas under discussion so that they can express their views and
contribute to the thinking that goes into the decision.

3 Problems that stem from the application of rules to local situ-
ations, and matters that are of direct concern to the employees
in their working lives such as working methods, attendance at
work, catering, welfare arrangements and conditions of service,
are best dealt with by management and staff representatives
meeting regularly to talk and put forward solutions.

4 A reservoir of goodwill and interest should be built to be
drawn on when unpopular decisions have to be accepted by
the workforce. One of the benefits of the JCC meetings is that
employee representatives receive training and experience in
how to present cases at meetings, to report to their constitu-
ents and to research into problems.

While there is already provision for recognized trade unions to have
access to information from the employer so that collective bargaining
may proceed, under the Trade Union and Labour Relations (Consoli-
dation) Act 1992, regulations on consultation have been brought 
forward. The Information and Consultation of Employees (ICE)
Regulations 2004, gives employees a right to be informed about the
activities and the economic circumstances of an undertaking, and to be
informed and consulted about employment prospects. The Regulations
are being introduced over time: they apply initially to employers with at
least 150 employees; from 6 April 2007 they will apply to undertakings
with at least 100 employees, and to undertakings with fewer than 50
employees from 6 April 2008. The ICE Regulations apply to public and
private sector organizations which have a registered office or principal
place of business in the UK.

There is flexibility in the ICE Regulations as to how employers intro-
duce and use the consultation process. The onus is on the employees
to ask for the consultation arrangements to be agreed, the threshold
being 10 per cent of the workforce requesting these arrangements.
Pre-existing arrangements, including various forms of collective bar-
gaining may be sufficient, and where there are already obligations
under, for example, TUPE there is no requirement to consult again.

There are a number of issues to be decided, including the constitu-
tion of a JCC; an example is given below:

1 The scope of the JCC : The areas which fall within its scope should
include the overall business strategy added to the more every-
day needs, such as working arrangements, information about
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products/services, the organization’s financial position, future
employment prospects, security, suggestion schemes, physical
working conditions, catering, and should be set out in general
terms.

2 The relationship between the JCC and other bodies : these – notably
any committees which are concerned with negotiation, or with
the flow of information from management to work people –
ought to be agreed and stated. If there is more than one JCC,
the areas each is to cover should be set out and the procedure
for referring matters to the next level up (e.g. from company
to division to group level) specified.

3 The intervals at which the JCC meets : monthly or bimonthly
would probably be sufficiently frequent to prevent the JCC
from being bypassed with urgent problems and its consequent
relegation to a ‘talking shop’.

4 A list of the officers of the committee : such as Chairperson, Secretary
and their deputies, together with their functions. At least one
of these officers should be representative of the workforce.
The method of electing the officers should be set out.

5 The arrangements for the election of representatives to the committee :
this would normally be achieved by obtaining nominations
and then holding a ballot, jointly supervised by management
and by the unions or other worker representatives. In some
companies the shop stewards may automatically serve on the
JCC, or representatives of the stewards may be voted on to the
JCC by the stewards voting as a whole.

6 The length of time members should serve on the committee : and what
to do if members leave in mid-term (e.g. through illness, res-
ignation). Management members may be coopted on to the
committee.

7 The agenda should be prepared in advance : by the JCC Secretary,
with the items submitted by any member of the committee.
The Secretary should be responsible for the minutes and
their circulation to senior management and notice boards.
Minutes should be brief and be quickly produced.

Some critics of joint consultation see it as merely a device for prevent-
ing militancy by union representatives, as a trick to gain consent.
Another criticism is that JCCs become bogged down in trivia. It is
sometimes suggested that the meetings are rituals and that no real
change occurs as a consequence of them. When JCCs do become influ-
ential, the argument runs, then they become negotiating bodies.
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As a counter to these points, if a JCC is operated as intended, i.e. as
a forum for a discussion of the matters that are of importance to the
workforce, then there is no reason why a JCC should not be an extremely
effective way of achieving consensus decisions that resolve problems for
the organization as a whole. Much will depend on the qualities of the
chairperson and the impartiality and real interest in joint consultation
that he or she brings to the role. Trade union criticism of joint consult-
ation is often motivated by the vision of one communication channel
between management and workers, which the union controls and
which is primarily a channel for negotiation.

The debate on participation

During the 1970s the debate on participation was heightened by the
combination of economic circumstances and the mutual dependence
of a Labour government and the trade unions. Hyperinflation made an
incomes policy essential, while a strong union movement was able to take
advantage of a sympathetic Labour government to bring the union lead-
ership into economic policy-making, and to give the unions more say in
the operation of statutory bodies. This push for ‘industrial democracy’
built on attempts by previous governments to bring together the govern-
ment, the Confederation of British Industry and the TUC in long-term
planning, through the National Economic Development Council and
its offshoots. ‘Tripartism’ spread into the control of quasi-governmental
organizations such as ACAS, the Manpower Services Commission, the
Health and Safety Commission, etc., while the ‘social contract’ between
the Labour government and the unions in the mid-1970s allowed the
unions to trade pay restraint in return for agreement by the government
to put some of their political objectives at the top of the policy agenda.

From 1976, the fourth medium-term economic programme of the
EEC encouraged participation in management’s decision-making, and
sought greater capital accumulation by workers. This led to the Bullock
Report in January 1977, which contained a number of recommenda-
tions on participation in decision-making.

The social dimension of the 
European Union

The programme to complete the European internal market aims to
remove all the remaining barriers to trade between the members 
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of the EU. Among the many proposals, it is those which concern the
participation of workers in decision-making which have caused greatest
controversy.

The Single European Act, ratified in 1987, added three obligations to
the Treaty of Rome. These covered the harmonization of national pro-
visions to improve the functioning of the labour market, improvements
in health and safety of workers, and Article 118B, which stipulates: ‘the
Commission shall endeavour to develop the dialogue between manage-
ment and labour at European level’. The Social Dialogue was started in
1987 between the Union of Industries of the European Community
(UNICE) and the European Trade Union Confederation (ETUC).

The objectives of the ETUC are to influence governments and Euro-
pean institutions in protecting and furthering workers’ interests, which
are pursued through the twin routes of collective bargaining and legisla-
tion. Formed in 1973, the ETUC in April 1995 had approximately 46 mil-
lion affiliated members, through national bodies such as the British
TUC, in 22 countries. The ETUC was an influential body in the discus-
sions that resulted in the Social Protocol at the Maastricht meeting.

The arguments that have been deployed have centred on the need
for a ‘level playing field’ if competition is to be fair. There is a view that
poorer Member States might avoid improvements to working condi-
tions in order to take advantage of low wage costs, and that a plinth of
social rights is necessary to avoid social dumping. A price competition
spiral might ensue, when companies in the richer countries might be
tempted to try to reduce costs by reducing pay and social benefits.
From this destabilizing price war there would be no winners.

The British Conservative government was vociferous in opposing the
idea of the Social Charter, largely, it seems, for ideological reasons.
Having ‘freed up’ the UK labour market, there was a desire by the British
to keep it free of restrictions imposed by what was seen as the Brussels
bureaucracy.

The Community Charter of Fundamental Social Rights, published in
September 1989, contained twelve sets of ‘fundamental rights’. These
included, inter alia: rights to social protection, to freedom of association,
to vocational education and training, to equality of treatment between
men and women, and to information, consultation and participation, as
well as to health protection.

However, these proposals were not acceptable to the British at the
European Heads of State meeting in Strasbourg in December 1989, and
the original ideas were ‘watered down’ to become more a matter for
guidance than a mandate for action. In practice, many of the proposals
(such as equality of treatment between men and women) were already
enacted in British law.
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At Maastricht, Britain negotiated an opt-out from the provisions of
the Social Charter on the grounds that flexibility in the labour market
was necessary in order to encourage inward investment and thereby to
reduce the massive unemployment in the EU (which was standing at
around 18 million people in 1998 from a figure of around 20 million
at the time of Maastricht).

Some increases to employees’ participation in decision-making have
been brought about through the health and safety regulations, where
the statutory rights for health and safety committees and the free flow
of information to employees was accepted as important – more so, than
the enforced adoption of German-style ‘co-determination’, which was
once feared by employers. Whatever the objections to formal participa-
tion schemes, large modern companies accept the necessity to obtain
the agreement of employees to change.

As a result of the opt-out, British employers were originally not required
to obey the European Works Council Directive in respect of their UK
employees. Following the election of the Labour government in 1997,
the new government decided to end the British opt-out from the Social
Chapter, and to accept the European Works Council (EWC) Directive.
Many companies had, in any case, already negotiated EWCs. At least
430 EWC agreements had been concluded by September 1996. For
example, United Biscuits, Coats Viyella, ICI, BP, and Marks & Spencer
had all concluded agreements, the main reason for which being that
they had employees working across Europe and therefore not to create
an EWC would have resulted in consultation only with their staff based
elsewhere in Europe.

It is worth noting here that statutory works councils were already
required prior to the Directive, in Belgium, France, Luxembourg, the
Netherlands, Germany, Greece, Portugal and Spain, and some form of
employee representative on most company boards of directors in
Denmark, Germany, France, Finland, Luxembourg and Sweden. These
representational arrangements do not necessarily have an impact on
trade union membership, which varies considerably between countries.
For example, trade union density in Denmark at around 70 per cent
compares to the UK at around 30 per cent and a similar figure for West
Germany, with only around 10 per cent for France.

We should note that the EWC Directive applies only to undertakings
with at least 1000 employees, in the EU, and at least 150 employees in at
least two countries, while central management is responsible for setting
up an EWC or a special negotiating body. To establish such a body would
require the support of at least 100 employees or their representatives, in
two undertakings or more, or from establishments in at least two or
more countries.
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Those companies that have established EWCs report a number of
benefits, in particular greater awareness of business strategy and prior-
ities, an improved understanding of what is happening in different
counties, increased trust, encouragement for higher standards in train-
ing, communication and consultation, according to research by the
IPA(1998b), which conducted research in companies including Henkel,
Zeneca, ICI, Kone and Générale des Eaux.

A variety of selection procedures are used to find delegates to the
EWC, including selection by the union, or through election or some
combination of selection and election. The EWCs are allowed to invite
experts to their meetings (e.g. in connection with health and safety
matters). There are difficulties reported by companies, e.g. in creating
a common agenda, and while the majority of events start with a pre-
meeting of employee representatives to go through the agenda, there
seems to be no set format. In most cases, the EWC is timed to take
place as soon as possible after the announcement of the annual results.

In the IPA’s research into 26 companies, the researchers asked what
measures for success they use for EWCs:

on both sides, the most common answer was that the EWC could be
considered a success if we feel that there has been a real exchange of
views in terms of frank and full disclosure of information, informed
discussion and executives listening to and taking on board opinions.
Many also hoped that the EWC would break down barriers and
improve employee relations (IPA, 1998b, p. 10)

The increasing pace of change and the importance of gaining commit-
ment are essential. Many large companies have consciously adopted a
more participative style, sometimes announced in a statement of the
company’s philosophy. For example, GEC, ICI, GKN and United Biscuits
have developed their own way of dealing with the participation question,
through such means as communications exercises, autonomous work
groups and committee structures. The public sector Whitley Committees
have long been a way of consulting civil servants, although there are
signs that the Whitley system is breaking up in the Civil Service because
of its unresponsiveness to local problems, and because the individual
unions in the public sector are much stronger than before and do not
always perceive a commonality of interests with their other union col-
leagues.

Movements by workers themselves in response to threats of closure
have become more common, as have management buy-outs, sometimes
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with government help as in the case of the Meriden motorcycle coopera-
tive. Direct action by workers, such as sit-ins, and attempts at the for-
mation of producer cooperatives have tended to be unsuccessful, as
the circumstances are usually the least favourable for any marketing
initiative. In addition, there are a number of problems associated with
producer cooperatives:

1 The difficulty of attracting capital for a new venture.
2 A lack of management skills.
3 The apathy of the trade union movement towards this form of

participation.

Partnership

In addition to formal participation or consultation systems, managers
also encourage direct forms of participation. The former is seen in the
JCC or the EWC, the latter in cases where the manager maintains some
control of the decision-making process, e.g. by delegation, empower-
ment and involvement schemes.

The notion of ‘partnership’ has come to be used as a way to describe
an approach characterized by a unitary frame of reference, and a strong
desire to harness the energy and commitment of employees to the flexi-
bility and change orientation necessary for business survival. The IPA
defines the partnership approach as consisting of three elements: a com-
mitment to working together to make the business more successful,
understanding the need for both flexibility and security, with policies to
address these needs, and relationship-building with the workforce. They
cite companies such as ICI, Elida Gibbs, Boots, Rover, Blue Circle, John
Lewis, Transco, Scottish Power, Thames Water and Welsh Water, as cases
where the partnership approach has been developed (IPA, 1998a).

The joint problem-solving aspects central to partnership mean that
working groups have been successful at cost reduction involving job cuts
and new working practices with more flexibility achieved. Examples here
are: the Royal Mail where the understanding of the strategic require-
ments to be ready for more competition resulted in the reorganization
of the sorting offices; a 36 per cent (1000 people) reduction of employee
numbers at Blue Circle was achieved; and the case of the Port of Felixstowe
where with trade union agreement new technology and more flexible
staffing was introduced to make the large container port competitive.
We should note that in many of these cases, a relatively militant trade
union environment has been turned into a productive relationship
where both employer and employee interests can be advanced.
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Other cases include Tesco where there is a partnership between man-
agement and trade unions to provide a more flexible working arrange-
ment, and many others where the improvement in communications,
especially ‘employee voice’, can be seen to bring business benefits such
as quality improvements with fewer rejects or recalls.

The CIPD, which sees partnership as being ‘about particular processes
of management, rather than about structures’ (CIPD, 1997, p. 8), argues
for a mixture of direct and representational participation. The concept
of partnership can be taken further, suppliers and customers could be
involved as partners, and the idea of the stakeholder organization
implies a long-term agreement to work together for mutual success.

Conclusion

Cooperation between management and workers is essential for success
in business, and the way that this is achieved will vary according to the
size, structure, market share and financial support of the organization.
There are requirements for formal mechanisms to be adopted across
Europe, and the need to share information is increasingly accepted.
This may be seen as part of a wider agenda where management and the
workforce act in partnership, according to the principles of democracy
in society at large.
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Questions
1 What is the difference between ‘descending’ and ‘ascending’ participation?
2 What does management seek to gain from formal methods of joint consultation? 
3 What are the benefits of a JCC for workers?
4 Taking the case of an organization you know well, how would you introduce formal

representation of employee interests to the main board of directors or other central
decision-making body?
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Changes in the law may be said to represent broader social change. In
recent years, the employment contract has increasingly become sub-
ject to regulation. General duties towards workers have been laid on
employers, and there is now a legal framework encompassing the col-
lective action of workers in strikes, ballots and picketing, and laws to
influence the way trade unions conduct their affairs. Laws are made by
Acts of Parliament (Statutes) and by Statutory Instruments where there
is enabling legislation. There are aspects of the employment relation-
ship (e.g. contracts of employment) where remedies can also be sought
through the common law, this being ‘case law’ of precedents arising
from previous judgments. In addition, the UK is subject to the Treaty
of Rome and to the delegated legislation of the European Commission
and the Council of Ministers. European law is given precedence over
the laws of individual Member States in the European Union. The
European Court of Justice (ECJ) defines European law. The final court
of Appeal in a Member State can refer cases to the ECJ for interpret-
ation, and individuals or groups can challenge Member States about their
interpretation of European law in the EC.
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The complexities of employment law grow daily, presenting a prob-
lem for a general text of this kind. To give a detailed description of each
statute would take several volumes, yet in omitting detail we could be
accused of misleading readers. The best solution to the problem would
seem to be to take the main areas where the law impinges on employ-
ment and to describe in outline the current constraints and obligations
without going into detail on the specific statutes. This chapter will cover
the institutions, contracts of employment, dismissal, redundancy, pay
and maternity. There follows a second chapter on Law, which looks at
managing relationships; this covers discrimination in employment, data
protection, collective bargaining, and health and safety.

A number of institutions have come into being to help the interpret-
ation and to administer the law and give advice to management, work-
ers and trade unions.

The Advisory, Conciliation and
Arbitration Service

ACAS promulgates codes of practice and offers an advisory service; it
also researches employee relations, and offers training seminars and
conferences. It aims to improve organizations and working life through
better employment relations. The possible forms of intervention by
ACAS include:

■ conciliation (attempts to get both parties together)
■ mediation (offers grounds for settlement)
■ arbitration (assists in appointment of one or more arbitrators).

The Advisory, Conciliation and Arbitration Service is also involved in
individual cases of conciliation, before complaints by individual employ-
ees are heard by a tribunal and, where the parties agree to their involve-
ment, settles disputes by arbitrating in unfair dismissal claims, under the
Employment Rights (Dispute Resolution) Act 1998.

The Central Arbitration Committee

The Central Arbitration Committee (CAC) was established under the
1975 Employment Protection Act. The Committee has, in addition to
the Chair and 11 deputy chairmen, 23 employer and 21 worker repre-
sentatives. It replaced the old Industrial Court, and is a permanent tri-
bunal which deals with referrals on: voluntary arbitration in trade
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disputes, trade union recognition, and the disclosure of information to
trade unions for collective bargaining purposes, resolving complaints
under the Information and Consultation Regulations 2004 and from
the disputes procedures of a number of organizations. The CAC can
play an important role in arranging trade union recognition agree-
ments under the Employment Relations Act 1999. Central Arbitration
Committee awards are published and take effect as part of the con-
tracts of employment of those employees covered by the award.

Employment tribunals and the 
Employment Appeal Tribunal

The industrial tribunals were renamed ‘employment tribunals’ in 1998,
and exist throughout the UK to deal with most of the cases that are
brought under the statutes relating to employment. Tribunals also have
jurisdiction in employment-related contractual disputes with awards up
to £25 000. These tribunals are informal, consisting of a legally qualified
chairperson and two members, one selected from an employers’ panel,
the other selected from a trade union panel. Evidence is given on oath,
witnesses are called and legal representation of the contending parties
is permitted. The decision by the tribunal is legally binding. However,
their decisions can be challenged either by review (within 14 days of the
decision being sent out) or by appeal (within 42 days of the decision
being sent out). The power of review enables an employment tribunal
to rehear the whole or part of a case if there has been some administra-
tive error leading to the wrong decision by tribunal staff, or if a party did
not receive notice of the proceedings, if a decision has been made in
the absence of a person entitled to be heard, or if there is important
new evidence or, more generally, ‘in the interest of justice’.

There is a long-standing concern at the increase in the number of
cases taken to Employment Tribunals (from 43 000 in 1990/91 to
130 408 in 2000/2001), many of which could have been settled, or were
not likely to succeed. The Employment Tribunal System Task Force was
set up in 2001 to review the way Tribunals operated. The Employment
Act 2002 contained statutory Dismissal and Disciplinary (DDP) and
statutory Grievance Procedures (GP), which are described later. These
also prompted reforms to the Tribunal regulations, mostly aimed at
encouraging potential claimants to use internal procedures before tak-
ing a case to Tribunal.

Where claims are made, Claimants must use prescribed forms, abide
by qualifying times and, if a Statutory Grievance Procedure applies,
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must comply with the first step and allow 28 days to elapse before sub-
mitting a claim. Statistics from the Tribunal system show a reduction of
26 per cent in claims from 2004 to 2005.

A Tribunal Chairman may make a Default Judgment if the employer
fails to comply with the relevant time limit for making a response 
(28 days from the date on which the claim was sent), or if a response is not
accepted, and no application for the decision to be reviewed has been
made. In the circumstances the Default Judgment may decide liability.

Tribunals have been granted case management powers to require
the attendance of witnesses, or for documents to be produced, or to
extend time limits, or to fix pre-hearing reviews for witness statements
to be prepared. Tribunal Chairs may hold a Case Management
Discussion to deal with these timetabling and case management issues.

Chairs may also hold a Pre-Hearing Review (under Rule 18) to deter-
mine preliminary matters, to order a deposit against a party continuing
a case despite their case being considered weak, to consider any oral or
written evidence, and to strike out a claim considered to be ‘scandalous,
or vexatious or has no reasonable prospect of success’.

Appeals against a tribunal’s decisions are permissible on points of
law to the Employment Appeal Tribunal (EAT), which also has the
same review powers as an employment tribunal. Employment Appeal
Tribunal appeals are normally heard by a High Court judge and two or
four lay persons (although a judge may sit alone if the appeal arises
from an employment tribunal decision where only the tribunal chair-
person was involved). The EAT may also hear appeals on fact under
the Trade Union and Labour Relations (Consolidation) Act 1992, con-
cerning entry on the list of trade unions and issues related to the cer-
tificate of independence of trade unions. The EAT has also adopted
more stringent rules concerning documentation, and a process for
quickly disposing of unmeritorious appeals, in the interest of their
overriding objective to ensure cases are dealt with justly, saving expense,
and dealing with cases expeditiously and fairly.

Employment Rights (Dispute Resolution) 
Act 1998

Under the Employment Rights (Dispute Resolution) Act 1998 a case
may be referred to ACAS arbitration in some circumstances without
the need for a full tribunal hearing. This latter applies where the par-
ties have given their written consent. The arbitrator’s decision is bind-
ing upon the parties.
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At tribunal, a case may be disposed of by hearing the applicant only
where the respondent has done nothing to contest the case, or it appears
the applicant is seeking a remedy that the tribunal cannot provide, or
with only the applicant and respondent (or their representatives) where
the facts are not in dispute, and the tribunal has to reject or allow the
claim, because of a ruling by a superior court, or if these are only pre-
liminary hearings.

There are cases that are concerned only with areas where the employee
is claiming entitlement to a payment, where the tribunal must consist
of the chairperson sitting alone (e.g. guarantee payments, redundancy
payments).

Compromise agreements were introduced in 1993 under the Trade
Union Reform and Employment Rights Act 1993. This procedure
makes it possible to settle claims regarding statutory employment
rights (including unfair dismissal, discrimination, equal pay) provided
there is a written agreement and the complainant has received inde-
pendent advice on the terms of the agreement on the right to claim in
an employment tribunal. In addition to lawyers and trade unions, advice
centres may give advice to employees on compromise agreements under
the amendments made by the Employment Rights (Dispute Resolution)
Act 1998.

Contracts of employment

A contract of employment exists when one person engages another to
perform a particular task as part of his or her business, in a manner
that he or she dictates in return for payment. The relationship will then
imply certain duties on the part of the employer: e.g. to pay National
Insurance contributions, to deduct income tax and to conform with
the requirements laid down in employment legislation.

The contract may be formed by conduct, by a document or orally, or
by a combination of these. All that is required to establish that a con-
tract exists is agreement of the essential terms by the parties.

Written particulars of a contract

Employers must provide all employees (full or part time) with certain
written particulars of their contracts. These must be supplied within two
months of starting work, or after a month if the employment ends in that
time or, if the employee is going overseas for more than one month,
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before the employee leaves to travel (sections 1–7 of the Employment
Rights Act 1996). Existing employees who have not received particulars
must be provided with them within two months of a request. It is import-
ant to check that the particulars are correct. Changes to written particu-
lars must be notified as soon as possible, and in any case within one
month.

The following information must be supplied in one document (the
‘principal statement’):

1 The names of the parties to the contract.
2 The date the employment started and the date the statutory

continuity of employment started (if different).
3 Remuneration scale or rate and method of calculation.
4 Payment intervals.
5 Hours of work.
6 Holiday entitlement, including any roll-over holiday rights

from one year to the next.
7 Job title or brief description of the work. (For the sake of flexi-

bility, it is better to use generic job titles.)
8 Place of work, or the employer’s address if the work is itinerant.

The employer must also supply up-to-date information in the following
areas (which may be in a separate document and may be referred to in
the principal statement but which must be accessible) and there must
be an opportunity to read it:

1 The rules concerning sickness or injury.
2 Pension arrangements.
3 Notice provisions, referring here to statutory minimum notice

periods or whatever has been agreed, or to collective agree-
ments where these are stipulated.

4 Expected duration of the work if employment is not perman-
ent or fixed term.

5 Disciplinary rules.
6 Disciplinary procedures, showing the stages and to whom and

how the appeal is to be addressed, for both discipline and
grievance procedures.

7 For overseas employees, the duration of overseas employment
expected, the currency to be used for pay purposes, any add-
itional benefits and the conditions on return.

8 Any collective agreements into which the employers have
entered covering this employment must be explicitly stated.

The employer should state if there are no specific elements to be sup-
plied in the list above (e.g. pension scheme).
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There is no remedy for failing to provide this information (see list) –
except declaration of terms by an employment tribunal, which may be
unfavourable to the employer. However, if an employee brings success-
ful tribunal proceedings in relation to certain other matters (e.g.
redundancy) and the employer was in breach of the requirement to
provide written particulars when the proceedings began, then the tri-
bunal has the power to make an award against the employer of at least
two (and up to four) weeks’ pay.

Express and implied terms of contract

Express terms are those that the parties specifically agree upon, and
these terms of contract will typically include some of the items men-
tioned above, such as rates of pay. The express terms may also include
the nature of the work itself. An agreement between the employer and
a trade union may be referred to as containing certain of the terms of
the contract.

Implied terms are those which are not stated, but which nevertheless
impose obligations and duties on both parties. For examples of implied
terms we may quote the employer’s duty to give the employee reason-
able notice in the event of the parties not having agreed the length of
notice, e.g. where an employee has not yet served for four weeks.

One of the most practically important implied duties is the duty on
both the employer and the employee to maintain the relationship of
trust and confidence between them. The other important implied duty
is the employee’s duty of good faith while in employment, which
extends to a duty of confidentiality during employment.

Unlawful contracts and restrictive covenants

Any contract which is unlawful, or which is contrary to public policy,
and restrictive cannot be legally enforced.

Under circumstances where an employer is anxious that former
employees might set up in opposition, make use of the former
employer’s trade secrets or in some way damage the employer’s inter-
ests, recourse is frequently made to some form of restrictive covenant
in the contract, forbidding the employee to engage in the same busi-
ness within a specified period after leaving (sometimes this is coupled
with a geographical limitation).

Restrictive covenants are unenforceable if they are considered to be
in undue restraint of trade, i.e. unreasonable in the interests of the
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parties and the public. Attempts at removing competition by prevent-
ing former employees from exercising their skills may be considered to
be against public policy, the test being whether the employer is pro-
tecting a legitimate business interest versus the right of the individual
to earn a living. However, if the employer merely wishes to protect busi-
ness secrets he or she might be able to justify a restrictive covenant.

It is difficult to distinguish between the two purposes, but the courts
have decided in the past about confidentiality clauses on the basis of
whether or not the employer was trying to preserve ‘objective know-
ledge’, which is the principal’s property, or if it is the employee’s skill
and expertise or mental/manual ability, which is the property of the
individual, that applies and which should be transferable to other busi-
nesses without hindrance. Legal advice is necessary before drawing up
a covenant of this kind, in order to ensure its validity. It may be enforced
by the employer applying to the court for an injunction to restrain the
employee’s breach or proposed breach. The employer can also claim
damages for losses suffered, and may be able to claim against any new
employer if they ‘induced’ the employee to breach their contract.

An unenforceable covenant does not invalidate the remainder of
the contract, although if an employer breaks the contract, a restrictive
covenant that would otherwise have been acceptable would not be
enforceable.

Part-time workers Directive

The purpose of this Directive, adopted by the European Union in
December 1997, is to remove discrimination against part-time workers,
and to improve the quality of part-time work. The Directive passed into
UK law in 2000. The Directive states that part-time workers must not be
treated ‘in a manner less favourable than comparable full-time work-
ers’, in regard to their employment conditions. Comparisons to full-
time workers should be to another employee of the same employer,
under the same contract, and performing similar work requiring simi-
lar levels of qualification, skill and experience. If a full-time employee
reduces hours of work to become part-time, the previous full-time
terms and conditions can be used for comparison. If someone returns
to the same work with an absence of less than 12 months, the previous
full-time employment can be a comparator.

Comparisons apply to all employment conditions, including pension
benefits, as well as pay rates, overtime, sickness and maternity rules.
Employees can ask employers for a statement explaining the reasons for
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any differences in treatment and can make a claim to an Employment
Tribunal if not satisfied with the grounds offered for less favourable
treatment.

Wherever possible, part-time workers terms should be calculated on
a pro rata basis. Moreover, employers must consider requests for part-
time work, and movement between full time and part time is to be per-
mitted, unless this is established as not practicable by the employer.

Changes in a contract’s terms

If the parties to the contract agree, the terms may be changed. Unilateral
attempts to change the terms to the disadvantage of either party would
result in the contract being broken. Changes to written particulars
must be communicated to the employee within one month after the
change. This can be done by giving the employee written particulars of
the change, or by making the amendment available for inspection.
Changes to a contract’s terms, if to the disadvantage of the employee
or due to the behaviour of the employer, may constitute ‘constructive’
unfair dismissal if the employee leaves. Changes to employment terms
and conditions should be negotiated with employees or their repre-
sentatives, so that a good defence against an individual claim of unfair
dismissal can be mounted by an employer. Where the old contract is
going to be terminated and substituted with a new one, employers
would be wise to give employees full contractual notice of that fact or
risk claims for wrongful dismissal.

Fixed-term contracts

A fixed-term contract is one where there is a fixed end date. It is advis-
able to give fixed-term contracts in writing for even the shortest periods
of time. All fixed-term contracts should be for specific duties, and
there should be a good reason for giving one.

For fixed-term contracts, once the person has been employed for 
52 weeks, unfair dismissal may be claimed. If short-term employment
can be justified by the employer, the termination may not be unfair. It
may be justified as a redundancy dismissal if the temporary post has to
come to an end. Since 2002, employees entering into, renewing or
extending a fixed-term contract have no longer been able to, waive their
rights to a statutory redundancy payment. A similar right to waive unfair
dismissal protection was abolished in 1999. With effect from July 2006

Chapter 21 Employment law: institutions and contracts of employment 399

H6795-Ch21.qxd  4/4/06  8:43 AM  Page 399



the post of an employee retained on successive fixed-term contracts for
4 years becomes permanent, unless the employer can justify a continua-
tion on a fixed-term basis. This may apply even if there are gaps between
contracts, if the period adds up to 4 years.

It would be wise for an employer who is contemplating offering a
fixed-term contract to seek legal advice beforehand.

Agency workers

Agency workers can claim to be an employee of the agency or of the
employer where they work. Various tests have been applied by courts
and tribunals to determine who should be regarded as the employer in
a particular case. These tests include whether or not there is a mutual
obligation to carry out the work, as well as a promise of future work,
whether or not the work is controlled, and the payment system for the
work. The Conduct of Employment Agencies and Employment Business
Regulations 2003 require employment agencies to state whether or not
a person who obtained work through the agency was employed or self-
employed, together with a written notice of the terms and conditions.

The termination of a contract

The Employment Rights Act 1996, following the Act of 1978, lays down
minimum periods of notice. For the employer this is one week’s notice
after 4 weeks’ continuous employment; this and then increases after 
2 years’ continuous employment to 2 weeks, and by one week for each
year of continuous employment between 2 and 12 years, and is at least 
12 weeks’ notice if the period of continuous employment is 12 years or
more. The employee must give at least one week’s notice after 4 weeks’
service. The employer’s and employee’s period of notice may be
extended beyond that by agreement expressed in the contract. Payment
in lieu of notice may be made by agreement (though this does not deny
the employee the right to claim unfair dismissal or redundancy) and,
unless stated to the contrary, notice may be given on any day of the week.

An employee with one year’s service has a right to a written state-
ment giving particulars of the reasons for dismissal (in some cases, the
period of service is immaterial). These reasons must constitute a full
explanation, not just be abbreviations such as ‘misconduct’. The
employee’s request, which can be oral or written, must be met by the
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employer within 14 days, or a claim to a tribunal may award up to 
2 weeks’ pay as compensation. Employees with more than one year’s
service can claim against their employer if they believe they have been
unfairly dismissed, although there are a number of circumstances in
which there is no qualifying period to claim, e.g. pregnancy or ‘whistle-
blowing’ cases.

Dismissal

Wrongful dismissal

We should distinguish between wrongful dismissal and unfair dismissal.
It is still possible for an employee to claim that he or she has been wrong-
fully dismissed in an ordinary common law action for breach of contract
in the civil courts or in an employment tribunal. This applies where the
employee claims that the employer did not dismiss him or her in accord-
ance with his or her contract. Claims under £25 000 are heard in an
Employment Tribunal, otherwise in the High Court or County Court.

This might arise, for example, where the employer had failed to give
proper notice as stated in the contract or where the dismissal breaches
terms of the contract, such as contractual disciplinary or redundancy
procedures. The amount of the compensation or damages awarded
would normally aim at placing the employee financially in the position
in which he or she would have been, had the wrongful dismissal not
taken place. There is no qualifying period of service. The employee
would not be entitled to reinstatement or re-engagement. A wrongful
dismissal can have other consequences, however, such as rendering
restrictive covenants unenforceable.

Unfair dismissal

Since the Trade Union and Labour Relations Act of 1974, as amended
by the Employment Protection (Consolidation) Act 1978 and the
Employment Rights Act 1996 and subsequent legislation and case law,
employees have had the right not to be unfairly dismissed. There are
two aspects to ‘unfair’ dismissal:

1 The manner of the dismissal must be fair: i.e. the tribunal
must be satisfied that the employer has acted reasonably and
fairly, in all the circumstances, in the manner of the dismissal.
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While in the original legislation it was stated that the tribunal
will decide this ‘in accordance with equity and the substantial
merits of the case’, following the 2002 Employment Act, new
dispute Resolution Regulations were introduced in October
2004 which included a Statutory Grievance procedure and a
Statutory Disciplinary procedure to which all employers must
comply. It is automatically unfair for an employer to dismiss
an employee without completing the relevant statutory pro-
cedure. More details of these are given below.

2 The 1974 Act laid down a number of reasons for dismissal that
might be considered sufficient if the manner of the dismissal
is fair. These reasons are:
(a) Redundancy.
(b) Ill health or lack of capability or lack of qualifications for

the job in which the employee was engaged: capability is
to be assessed according to skill, aptitude, health or any
other physical or mental quality (including the employee’s
adaptability and flexibility). Employers should provide
proper induction and any necessary training and establish
performance standards.

(c) Misconduct: this must be sufficiently serious to warrant
dismissal or could be a culmination of a series of less ser-
ious matters.

(d) Where the employee could not continue to work in the
position without breaking the law (e.g. driving while his or
her licence is suspended for a long period).

(e) Some other substantial reason of a kind such as to justify
the dismissal of an employee holding the position which
that employee held.

With regard to point (e), a number of reasons have been used to justify
dismissal under this heading, including an irreconcilable conflict of
personalities, caused by the dismissed employee; and an ultimatum
from an important customer which forced the employer to dismiss the
employee. However, the manner of the dismissal must be shown to be
fair, so the employer should make efforts to search for vacancies or try
to transfer the employee to a job where he or she will be successful.

A minimum of one year’s service is normally required to qualify for
the unfair dismissal protection. However, there are a number of cir-
cumstances where the dismissal would be deemed to be automatically
unfair, irrespective of the length of service of the employee. These spe-
cial cases are listed below.
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Unfair dismissal: special cases

An individual has a right not to be dismissed because he is, or is not, a
member of a trade union or a member of a particular trade union (Trade
Union and Labour Relations (Consolidation) Act 1992 [TULR(C)A]).
Employees should also not be subject to any detriment on grounds of
union membership or activities, and employers should not select 
people for redundancy because of their union membership or because
they are not members of a trade union. Mass dismissals for industrial
action are unfair (assuming the action has been properly balloted and
limited to action within the authority of the ballot). Commercial con-
tracts which stipulate that contractors should employ union-only labour,
or that require the contractor to consult with trade unions, are outlawed.

Statements within the written particulars given to employees that
they are encouraged to join a trade union are not of themselves unlaw-
ful. However, the legislation is clearly aimed to establish the absolute
right of individuals not to belong to a trade union, and there is no
length of service requirement in this case of unfair dismissal.

Under the Employment Rights Act 1996 there is no length of service
requirement in situations relating to health and safety complaints,
where an employer must not act to the detriment of the employee for
reporting an unsafe practice. This is intended to prevent victimization,
and also covers occasions where the employee carries out duties pre-
venting or reducing risks to health and safety, or leaves the employer’s
premises in the event of imminent danger. There is no limit to com-
pensation for unfair dismissals of those people raising health and
safety issues, or for whistle-blowers as per the Public Interest Disclosure
Act 1998. The one-year minimum service requirement also does not
apply in sex and race discrimination cases (see below). However, cases
must be brought within three months of the dismissal taking place.

Dismissals where the reason is pregnancy, or the principal reason is
connected with pregnancy, are automatically regarded as unfair. It is
also automatically unfair if the reason is that the employee took part in
industrial action. Similarly, dismissal is automatically unfair (with no
service qualification) where the dismissal is victimization for exercising
rights to representation at disciplinary or grievance hearings or in
regard to TU recognition claims, or for asserting other statutory rights
such as working time rights etc. Similarly, asserting the right to be paid
in line with the Minimum Wage legislation or in some cases relating to
a transfer of employment, or if dismissed because of a spent convic-
tion, are all situations where no service requirement is needed for the
employee to be able to claim unfair dismissal.
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The Statutory Dismissal and Disciplinary Procedure (DDP), intro-
duced in 2004, applies to employees and is a minimum procedure. It
applies to all employers who need to include details of the DDP in
their written statements or letters of engagement. If an employer dis-
misses an employee without completing the relevant statutory pro-
cedure, the employee will be awarded a minimum of 4 weeks’ pay as
compensation.

There are two procedures. The standard procedure applies when an
employer contemplates dismissing or taking relevant disciplinary
action against an employee, other than when warnings or suspension
on full pay are already applied. These latter actions are taken to be the
exercise of an existing procedure which the DDP should not replace.

The modified procedure is applicable where employment cannot
continue or in cases of gross misconduct where instant dismissal is fair.
The modified DDP will be appropriate where the employer was 
entitled in the circumstances to dismiss the employee by reason of his/
her conduct without notice or any payment in lieu of notice, and it 
was reasonable for the employer in the circumstances to dismiss the
employee without an enquiry into the conduct of the employee.

Neither procedures apply where all employees of a category are dis-
missed and re-engaged on the termination of contracts, on the redun-
dancy of a number of employees, when the employee is taking part in
an unofficial strike, or a strike where all relevant employees are also
dismissed, or the business ceases to function, or where there is some
statutory reason for the employee not to continue.

Where an employer takes action against an employee for reasons
other than conduct or capability, the issue is considered to be under
the Statutory Grievance Procedure.

The standard DDP follows three steps.

■ Step 1: Statement of grounds for action and invitation to meeting.
The employer must set out the employee’s alleged conduct or
characteristics or other circumstances that resulted in con-
templation of dismissal or disciplinary action. This must be
sent to the employee, who is invited to attend a meeting to dis-
cuss the matter.

■ Step 2: Meeting. The meeting must take place only after the
employee has received the written statement of Step 1, and
had an opportunity to consider a response. The meeting must
take place before any action is taken, unless the disciplinary
action is suspension. Employees must take all reasonable steps
to attend the meeting, and after the meeting the employer must
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inform the employee of the decision, and notify the employee
of a right to appeal.

■ Step 3: Appeal. Employees must inform their employer if they
wish to appeal the decision, in which case the employer must
invite the employee to attend a further meeting. The appeal
need not take place before dismissal or disciplinary action, and
the employee must take all reasonable steps to attend. After the
appeal meeting, the employer must inform the employee of the
final decision.

Modified DDP

■ Step 1: Statement of grounds for action. The employer must set
out in writing: (i) the employee’s alleged misconduct which
has led to the dismissal; (ii) what the basis was for thinking at
the time of the dismissal that the employee was guilty of
alleged misconduct; and (iii) the employee’s right to appeal.
The Statement must be sent to the employee.

■ Step 2: Appeal. If the employee does wish to appeal, he/she
must inform the employer, and the employer must invite the
employee to attend a meeting. The employee must take all
reasonable steps to attend and after the meeting, the employer
must inform the employee of his/her final decision.

If an employee is unable to attend a meeting due to an unforeseeable
reason, the employer must invite the employee to attend another
meeting. The employee has a right to be accompanied at the meeting,
and the employer must fix an alternative date which is suitable for the
accompanying person, when fixing the date of the meeting. The
employer’s duty ends if, having invited the employee to attend two
meetings, on both occasions it was not reasonably practical for the par-
ties to attend for unforeseen reasons.

Statutory Grievance Procedure

The Statutory GP was introduced as a part of the measures to improve
conflict resolution in the workplace. It follows the same route as the
DDP. Employees who fail to send their employer the complaint in writ-
ing will be prevented from bringing a claim to the Tribunal. A ‘griev-
ance’ is defined as a complaint by an employee about an action which
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his/her employer has taken or is contemplating taking in regard to the
employee.

The standard GP

■ Step 1: Statement of grievance. Employee sets out the grievance
and sends a written notice to the employer.

■ Step 2: Meeting. Employer must invite the employee to attend a
meeting to discuss the grievance. Employer and employee must
take reasonable steps to attend, and after the meeting, employer
informs employee of decision, and right of appeal.

■ Step 3: Appeal. Employee informs employer of wish to appeal,
and is invited to a further meeting. After the meeting employer
informs employee of final decision.

A modified Grievance Procedure applies if employee has left. Here,
the employer must set out the basis of the grievance in writing to an
employer, who must respond in writing.

Redundancy

Definition of redundancy

An employee may be redundant if:

1 The company that he or she worked for ceases or intends to
cease trading for the purposes of which he or she was employed.

2 The employer ceases to carry on business altogether.
3 There is a diminution of the requirement for employees to

carry out work of a particular kind in the place where the per-
son is employed.

4 There is a dismissal for reasons not related to the individual,
e.g. reorganization of work.

The employer should terminate the contract with proper notice where
there is a change in ownership. If the new owner wishes to take on the
contract, he or she may do so with the agreement of the employee, and
provided the contract is continuous and the business is transferred to
the new owner, so that the nature of the employee’s work does not
change, there will be continuity of employment and no redundancy
will have taken place (but see Transfer of Undertakings [Protection of
Employment] Regulations – TUPE – below).
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If the selection for redundancy is for some reason other than a
diminution in the amount of work, or the circumstances applied equally
to one or more other employees in the same undertaking in similar pos-
itions but who were not made redundant, or the selection for dismissal
contravened a customary arrangement, then the employee may claim
that he or she was unfairly dismissed.

Where an employer wishes to offer alternative employment, he or
she should do so in writing before a new contract is due to start. The
written particulars of the agreement between the employer and the
employee should state the terms and conditions of the new employ-
ment, rates of pay, location and duties, etc. If the employee does not
believe that this is a suitable alternative offer, he or she may apply to a
tribunal for redundancy pay.

If there is to be a trial period in the new employment, the trial period
will begin with the ending of the previous employment and should not
last for more than 4 weeks unless a longer period is mutually agreed for
retraining purposes. Such an agreement must be in writing, and must
state the date of the end of the trial period and the terms and condi-
tions of employment during the trial period.

A renewal of contract or a re-engagement should take effect within 
4 weeks of the termination of the old contract. Where the employee
accepts the suitable alternative offer, his or her employment is deemed
to be continuous.

Rights to a redundancy payment

Employees who are made redundant are entitled to a payment from
their employer. The right to receive a payment depends on a number
of conditions:

1 Employees must have been dismissed because of redundancy.
2 Some employees may be entitled to a redundancy payment if

they are laid off or kept on short time.
3 The employee must have served for at least 2 years and be

over the age of eighteen and under normal retirement age.

Dismissal due to redundancy

Irrespective of whether the employee is given notice or, in cases of
redundancy constructive dismissal, leaves, the termination will count
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as a redundancy if the definition outlined above is met. The date of the
dismissal is the date on which the notice expires or the termination
takes effect. If the employer, after giving notice, substitutes a shorter or
longer period of notice, the date will be the new substituted dismissal
date. Employees who refuse to work to the later date may lose the 
entitlement to the full redundancy payment, depending on the circum-
stances of the case.

If the employee anticipates the expiry of the employer’s notice by indi-
cating his or her intention to leave earlier than was originally agreed, the
employee will still be taken to have left due to redundancy, and the effec-
tive date will be the new date the employee gives. If the employer objects,
he or she can write to the employee, requiring him or her to withdraw
notice and to continue in employment until the original notice of the
employer has been served, and stating that, unless he or she does so, the
liability to a redundancy payment will be contested. The issue might
have to be resolved by reference to a tribunal. This is true of dismissals
due to misconduct during the notice period, when the employer may
withhold redundancy pay, but may equally have to fight out the case at a
tribunal hearing.

Tribunals are often asked to decide whether the selection for redun-
dancy is fair. Here the tribunal will take into account the reason for the
redundancy, the basis for the selection (e.g. last in, first out – LIFO),
how this principle was applied in fact and the extent to which reason-
able efforts were made to find alternative employment.

Lay-off and short-time working

If an employee is ‘laid off’ or put on short time, he or she may be 
entitled to a redundancy payment.

Where there is a diminution of work of the kind the employee is
required to perform under his or her contract, and because of this the
pay for any week is less than half a week’s pay, he or she is legally
regarded as on short time. Should he or she be on short time (or laid
off altogether) for four or more consecutive weeks, or have been on
short time or laid off for a series of 6 weeks or more in a period of 
13 weeks, then the employee can claim redundancy pay if he or she
gives the employer proper notice of his or her intention to do so. If
there is a reasonable expectation that, no later than 4 weeks from the
termination date, the employee would enter a period of 13 weeks with-
out short time or lay-off, then the employer must notify the employee
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within 7 days that he or she contests the redundancy payment, as the
employee would not under those circumstances be entitled to it. An
employee is only entitled to a redundancy payment in these circum-
stances if he terminates his employment.

Length of service

The two-year minimum service must be continuous, and if any 
re-engagement has taken place, whether or not the service was broken
will depend on the re-engagement, the length of the break being cru-
cial (see above on re-engagement within a 4-week period).

The amount of the payment

The amount of the redundancy payment to which the employee has a
legal entitlement is as follows. Please note that issues concerning age
limits will be subject to amendment following legislation on Age Dis-
crimination in 2006. Currently, no redundancy pay is due if the employee
has reached normal retirement age for the post, and the amount is
reduced pro rata for every month over the age of sixty-four. The follow-
ing list gives the amount of pay for each year’s service in the relevant
age bracket:

age 18–21 � half a week’s pay
age 22–40 � one week’s pay
age 41–64 � one and a half weeks’ pay.

The upper age limit (65) will no doubt be under challenge since the
Age Discrimination Legislation will affect age related entitlement.

This is subject to a maximum of 20 years’ service, i.e. only the previous
20 years will count. The amount may also be reduced if the employee has
a gratuity or pension from the time he or she leaves.

Carrying out redundancies

An employer proposing to make 100 or more employees redundant at
one establishment should notify the Department of Trade and Industry
(DTI) of that proposal at least 90 days before the first dismissal. If 20 to 
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99 employees are potentially redundant, the DTI must be informed at
least 30 days before the first dismissal.

Advance consultation with appropriate representatives

Advance consultation with the appropriate employee representatives is
necessary at the earliest opportunity when 20 or more redundancies
are proposed from one establishment within a 90-day period. If there
is an appropriate trade union, consultation must be with that union.
The appropriate trade union is defined as the independent trade union
that is recognized by the employer for bargaining or representation on
behalf of that worker or group of workers.

If there is no appropriate trade union, consultation must be with
employee representatives. If there are no such representatives, an elec-
tion should be held to elect representatives. An employer has positive
obligations in relation to that election process, including an obligation
to ensure that the election is conducted fairly.

Employers must undertake consultations with a view to reaching an
agreement with the appropriate representatives. Consultation for col-
lective redundancy does not need to run for the full 90 days, but should
in effect be negotiation in good faith with the objectives of avoiding,
reducing or mitigating the effects of redundancies (e.g. any severance
packages to be offered). Relevant recent cases here are Middlesbrough
Council v. TGWU [2002 IRLR 332], Securicor Omega Express v. GMB
[2004 IRLR 9]. Consultation must begin in good time, and at least 
30 days before the first of the dismissals take effect (in the case of 20 to
99 proposed redundancies) or at least 90 days (in the case of the 100
or more proposed redundancies) (Table 21.1).
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Table 21.1
Amount of advance notice to DTI for the advance consultation period with
appropriate employee representatives

Number of people to Within following Minimum warning
be made redundant at period of days before first
one establishment redundancy (days)

20–99 90 or less 30

100� 90 or less 90
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Advance notice

Disclosure of information to representatives in 
writing when consultation begins

The employer must disclose the following information:

■ reasons for redundancy
■ numbers and descriptions of those to be made redundant
■ total number of that description employed at the establish-

ment in question
■ proposed method of selecting who is to be dismissed
■ method and timing of dismissals
■ details of the method of calculating any redundancy pay-

ments other than those required by law.

Where an employer fails to comply with the consultation rules, a tribu-
nal may make a ‘protective award’ – an order that the employer must
pay the affected employees for a protected period, which can be up to
90 days.

The purpose of the protective award is to be a sanction on the
employer, not to compensate employees for any loss they have suffered.
The Court of Appeal decision in the case of Susie Radin Limited v. GMB
2004 [IRLR 400] shows that Tribunals should assess the extent to which
employers have failed to comply with the legislation, and where that is
found, to start at 90 days and see if there are mitigating circumstances
to reduce the time frame.

Time off to look for another job

An employee who is to be made redundant (provided he or she 
has at least 2 years’ service) must be allowed up to 2 days’ paid leave of
absence to search for other employment. When the normal hours dif-
fer week by week, the average weekly hours are taken over a 12-week
period immediately preceding the day on which notice was given.

A code of practice on handling redundancies

A 1972 code of practice set out a procedure that is, although reworked,
still relevant as a model policy approach to redundancies, especially
where there is no union with whom to consult.
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Before contemplating redundancies, the code suggests that man-
agement should stop recruitment, reduce overtime, consider retrain-
ing or transferring the employees to other work, retire those over
normal retirement age and introduce short-time working.

Where the redundancy is inevitable, employers should give as much
warning as possible, use voluntary redundancy and early retirement,
and offer help in finding other work. Employers must also ensure that
individuals are informed before any news leaks out and should try to
run down establishments slowly.

Transfer of undertakings

Where a transfer in the ownership of a business is contemplated, then
employers (either vendors or purchasers) must follow a similar con-
sultative procedure as specified in the earlier section on carrying out
redundancies. Section 10 of the Transfer of Undertakings (Protection
of Employment) Regulation 1981 states that appropriate employee
representatives (which must be a trade union if one is recognized for
collective bargaining purposes) must be informed:

■ when the transfer will take place, and the reasons for the
transfer

■ any legal, economic or social implications for the employees
■ whether or not any actions are intended with regard to the

employees
■ where the employer is making the transfer, the expected

actions of the buyer in respect of the affected employees.

Employers are required to consult with any appropriate employee rep-
resentatives and to consider their representations. Where a reply is
required, they must give reasons if they reject the representations.

The representatives can complain to a tribunal about failure to com-
ply with these regulations. If a tribunal upholds the complaint, the
maximum compensation is 13 weeks’ pay per employee affected.

The regulations apply to any type of business or undertaking, whether
or not it is a commercial or public sector activity. The regulations apply
irrespective of whether or not property is transferred (e.g. they include
franchises) and where there are several stages to the transfer process.

Employees gain a number of rights from these regulations:

1 After a transfer, the new employer must honour all the exist-
ing contractual terms of the employees. Pension rights were
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previously excluded from a transfer but, since April 2005,
there is now a minimum level of occupational pension pro-
tection in the event of a TUPE transfer.

2 Employees have the right to object to the automatic transfer
of their contracts of employment. Such a refusal would not
constitute a dismissal, and employees would not need to give
notice.

3 Any dismissal because of the transfer will be regarded as unfair,
unless it can be shown that the main reason was not the trans-
fer itself but for some other economic, technical or organiza-
tional reasons entailing a change in the workforce.

4 Contractual redundancy rights can also transfer with the con-
tractual rights, so that there is no dismissal, and so no right to
redundancy pay.

5 Accrued pension rights up to the transfer date must be pro-
tected. The Pensions Act 2004 has now introduced a minimum
standard of occupational pension entitlement to transferred
employees who had such an entitlement prior to transfer.

6 Liability for any past breaches of contract.
7 Personal injury liability.

Dismissal may not be automatically unfair if the employer can mount
the defence that there are economic, technical or organizational rea-
sons which entailed changes in the workforce, but not in the terms of
employment. Where there is contracting out in the public sector,
TUPE inevitably applies.

However, there is still some uncertainty about this complex area,
especially concerning what is a relevant transfer owing to the wide var-
iety of circumstances such as outsourcing, insourcing and where some
parts of the business are transferred while others are preserved.

Cases such as the European Court of Justice decision in Süzen
v. Zehnacker Gebäudereinigung GMbH (1997), emphasized that there
needs to be an analysis of what transfers, which must be an economic
entity, and that sufficient of its assets have been transferred such that
its essential identity is preserved in the new organization to which it
was transferred.

New EU amending Directives in 1998 and Consolidated Directives
(2001) have prompted new UK legislation. Consultation took place
until October 2005. These changes may clarify the question of when
does TUPE apply, e.g. in regard to professional services exemptions,
definitions of economic entities and simplifying the rules.
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Pay

Methods of payment

Following the repeal of the Truck Acts, manual workers do not have to
be paid in coin of the realm, and payment is increasingly made by elec-
tronic funds transfer direct into a bank account.

The National Minimum Wage Act 1998

For all employees (with the exception of those listed below) the Act
prescribes minimum rates of pay. For those above compulsory school
age and under 18 years of age, the youth rate is £3.00 per hour. For
employees aged 18 to 21, the development rate is £4.25 per hour, and
for employees aged 22 and over, is £5.05 (the development rate can
also apply to workers aged 22 and above during their first 6 months in
any new job with a new employer and who are receiving accredited
training).

Exceptions are listed for whom there is no minimum as follows:

■ apprenticeships under age 19 or in the first year of appren-
ticeships

■ workers on sandwich course secondments, work experience
or similar training schemes

■ prisoners and voluntary workers
■ a homeless person given shelter and other benefits in return

for work
■ nuns and monks working for religious orders
■ au pairs and family workers.

Calculation of the wage payments for National Minimum Wage pur-
poses is based on a method which, for most practical purposes, is the
base rate plus any non-premium overtime, i.e. gross pay before tax.
Allowances such as shift allowances or London allowance are disre-
garded, as are benefits. The method to be adopted is to include:

1 Total remuneration (gives sum before income tax, National
Insurance and compulsory stoppages, such as attachment of
earnings orders or Child Support Agency payments).

2 But excludes benefits in kind, advances or loans, retirement
allowances, redundancy payments, suggestion scheme rewards
and vouchers (e.g. luncheon vouchers) or stamps.
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3 If free accommodation is provided, a notional rate of £3.90 a
day is included.

4 Reduction cumulatively from the figure of pay for absence
periods which were not part of the working time.

5 Overtime allowances (e.g. for unsocial hours, or London
allowance), tips, and gratuities from customers paid by the
customer in cash (i.e. those paid through the payroll would
be included), reimbursement of expenses, amount of any pay-
ment made by the individual to the employer (except fines
for misconduct paid under contract, repayments of advances
or loans, payments for goods and services bought from the
employer, which are included, unless these are part of a con-
tractual obligation as with compulsory deduction for staff can-
teens, which would be excluded).

The ‘reference period’ is the pay period (a maximum of one month).
Working hours for the reference period are calculated differently
according to the four categories of workers defined. These are:

Category Defined
Time workers Paid for hours worked; pieceworkers who

have a set number of hours.
Salaried hours workers Paid a stated annual salary for a number

of hours in a year (including annualized
hours).

Output workers Workers paid piece rates or on commis-
sion, with no fixed hours.

Unmeasured workers Any worker who does not fall into any of
the other three categories.

The amount paid must be at least the minimum amount required
under the National Minimum Wage legislation during the reference
period.

Working time includes time spent working, time spent at or near the
workplace and when the worker is required to be available (except
when the worker is required to sleep on the premises), travel for pur-
poses of work (except between home and work) and time spent on
training. Working time excludes rest breaks, industrial action and
absence which affects pay.

Employers must keep ‘sufficient’ records, which must be available for
inspection by employees as well as by the Inland Revenue, who are the
enforcing authority.
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Itemized pay statements

Where an employer employs more than 20 people, the employees have
a right to receive an itemized statement of pay that shows:

■ gross amount of pay
■ variable deductions (such as income tax)
■ fixed deductions (such as pension contributions); if the

employer prefers, a statement can be issued annually showing
the aggregate of fixed deductions and net amount of pay.

Right to time off for study

Under sections 63A–63C of the Employment Rights Act 1996 there is a
right to paid time off for study or training. Any employee aged between
16 and 17 years of age who has not reached a specified standard is 
entitled to paid time off to study for qualifications identified in the reg-
ulations. These qualifications include five GCSEs, Scottish Qualifications
Agency (SQA) award in five subjects, Business and Technology Educa-
tion Council (BTEC) and vocational qualifications. The courses do not
have to be related to the employee’s current job.

Guarantee payments

Employees with at least one month’s continuous service have a right to
a limited amount of pay if laid off or put on short time. The conditions
under which this is granted to an employee are:

1 He or she must not unreasonably refuse suitable alternative work
and must comply with a reasonable attendance requirement.

2 He or she must make him- or herself available for work.
3 The lay-off or short time must not be a consequence of a trade

dispute involving his or her own employer. Thus, if there is a
strike in the company that is not associated with his or her own
employer, then guarantee pay would apply if the employee
were laid off.

The amount of guarantee pay is limited to a maximum of 5 days within
any 3-month rolling period and there is a statutory limit.
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The formula for calculating a day’s pay is:

Number of normal working hours � Guaranteed hourly rate (21.1)

If the hours per week vary, the average over the last 12 weeks is taken as
representative. Where the employee has less than 12 weeks’ service,
then the average for similar workers of the same employer is taken.

Collective agreements on guarantee pay

Where a collective agreement exists which would result in the employee
receiving more than the minimum guarantee pay under the Employ-
ment Rights Act 1996, then the employee receives the larger amount.
Whether or not the legal minimum gives more than the collective
agreement depends on how many days are involved, and on whether
or not the collective agreement guaranteed a proportion of a week’s
pay instead of a day’s pay as a basis for calculation.

The parties to an agreement on guarantee pay may apply to the
Secretary of State for exemption from legal obligations, provided their
scheme is as beneficial to employees as the State scheme.

Suspension on medical grounds

There are situations where the employee may be suspended on med-
ical grounds because of a health hazard at his or her place of work or
because of a recommendation contained in a code of practice. Employ-
ees with a minimum period of one month’s service, who are not absent
for a personal health reason, are entitled to payment for up to 26
weeks of suspension. Employees must not unreasonably refuse offers of
alternative work during this time.

A number of state payments are now made through the payroll.
These are presently statutory sick pay and statutory maternity pay.

Statutory sick pay

Although employers are not required to have their own sick pay scheme,
they are obliged to pay Statutory Sick Pay when an employee qualifies

The guaranteed hourly rate
One week's pay

No
�

rrmal working hours per week
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for these payments. This scheme involves employers being responsible
for paying the first 28 weeks of sick pay in any 12-month period through
the payroll. This means that employers must keep detailed records.
Details were given in Chapter 15.

Employees should be advised that failure to produce accurate infor-
mation might be treated as misconduct and lead to disciplinary action.

Family-friendly policies

Parental Leave Directive

This EU Directive (Council Directive 96/34/EC) was implemented 
in December 1999. In the UK, the Employment Relations Act 1999
implemented the maternity and parental leave regulations entitling a
parent to a minimum of 13 weeks’ leave (which may be unpaid) in
order to care for a child, provided the conditions set out in the regula-
tions are met.

There is a minimum qualifying period of one year’s employment,
and the Directive and the regulations apply to both parents, include
adoption as well as birth, and are applicable per child. The time may
be taken in blocks or multiples of one week. Only parents of disabled 
children can take parental leave in periods of less than a week at a
time. Leave is available up to a child’s fifth birthday or eighteenth
birthday if the child is getting Disability Living Allowance. In the case
of adopted children, the limit is eighteen or the fifth anniversary of
adoption, whichever is the earliest. The contract of employment con-
tinues throughout the leave, and parents taking leave have a right to
return to the same job or, if this is impossible, the employer must offer
an equivalent or similar job consistent with the person’s employment
contract. However, redundancy could occur. There are rules for employ-
ers to control the timing of the leave, if it causes difficulty, and there 
is protection against victimization for employees who seek to assert 
this right.

There is also a right to absence from work for urgent family reasons,
in cases of sickness or accident. This includes relatives (e.g. aged par-
ents) as well as children and non-family dependants, and applies where
it is essential to have support or assistance from the worker at the time.
This absence may also be unpaid. There is no qualifying requirement
nor a maximum limit on the amount time off that can be taken. There
is no requirement to give advance notice if it is not reasonably prac-
ticable to do so.
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Maternity provisions

A woman who is dismissed because she is pregnant will be regarded as
unfairly dismissed unless by continuing to work she was in contraven-
tion of a statute. In this case, the employer has a duty to offer suitable
alternative work or where there is none, suspend the employee on 
full pay.

Maternity leave

All women are entitled to maternity leave, which is categorized under
three headings:

Compulsory Maternity Leave (CML): Women are not allowed to work
for an employer for the two weeks immediately after childbirth. This
forms part of OML.

Ordinary Maternity Leave (OML): 26 weeks. To qualify an employee
must inform her employer, no later than 15 weeks before the Expected
Week of Childbirth (EWC), that she is pregnant, the date of EWC, and
the date she wants to start leave, which cannot be before the 11th week 
of EWC.

Additional Maternity Leave (AML): Pregnant women with a minimum
of 26 weeks’ continuous service are entitled to a further 26 weeks 
additional maternity leave (i.e. a total of 52 weeks maximum).

OML is considered to have started on whichever is the earlier date of
the date notified, the date after the start of 4th week before EWC when
she is absent due to pregnancy or the day after child birth (the start of
compulsory leave).

An employee on OML is entitled to return to the same job, and to no
change being made to her terms and conditions. An employee returning
from AML is entitled to return to her old job or if it is not reasonably
practicable to do so, to return to another job which is both suitable and
appropriate in the circumstances. If redundancy has arisen during the
maternity leave, she is entitled to be offered any suitable alternative
work. If a woman fails to return to work after a period of maternity
leave, it should be followed up in the same way as an employer would
do for any employee who fails to turn up for work.

Statutory Maternity Pay (SMP): This is payable from the start of mater-
nity leave for 26 weeks to pregnant women who have worked for that
employer for at least 26 weeks continuously at the 14th week before EWC.
SMP as a minimum is payable at 90 per cent of average weekly earnings
for the first 6 weeks and then at £106 for the remaining 20 weeks.
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All the provisions about maternity leave, such as start of maternity
leave and return to work rules are covered by regulations. The Employ-
ment Rights Act 1999 covers the overall statutory framework.

An employer is required to give paid time off for antenatal care as
instructed by the doctor. There are special provisions regarding the
rights of mothers breast-feeding babies, to avoid risks up to six months
after birth, which oblige employers to transfer the mother to suitable
alternative work or to suspend her on full pay if necessary.

Paternity leave

Statutory Paternity Leave and Adoption Leave were introduced through
the Employment Act 2002.

Statutory Paternity Leave is available for an employee who is the
father of the child, the mother’s husband, or partner, and who has the
responsibility for the child’s up-bringing. A ‘partner’ in this sense can
be of either sex. The employee must also have worked continuously for
the employer for a minimum of 26 weeks by the 15th week before the
expected week of the baby’s birth, and give 28 days’ notice of intention
to take paternity leave. The paternity leave is for up to 2 weeks and is
paid at the lower rate of SMP, and the employee has the right of return
at the end of the leave.

Adoption leave

Adoption Leave is a right for employees who adopt a child to have leave
from work so that he or she can establish a relationship with the child.
Either (but not both adoptive parents) can take the leave. Following the
same principles as maternity leave, there is a period of 26 weeks of
Ordinary Adoption Leave, for either parent, provided they have con-
tinuous service of a minimum of 26 weeks. Adoption Leave can start at
a predetermined date which is no more than 14 days before the child is
expected to be placed. Additional Adoption Leave can also be taken at
the end of Ordinary Adoption Leave, as per the maternity provisions.
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C H A P T E R

Employment law:
managing employment

relationships

22

We follow in this chapter with descriptions of the main statutes and
regulations that are designed to manage relationships and which con-
nect the employee to the wider values in society, representing the way
people should be treated and protected.

Discrimination in employment

A new Commission for Equality and Human Rights (CEHR) is being cre-
ated following a White Paper to deal with the broad issues of managing
diversity. Its mission goes beyond the need for equal opportunities,
which is seen as only one aspect of the promotion of human rights, to
encompass the need to promote good relationships among different
communities, to protect people from unlawful discrimination and harass-
ment, and to encourage good practice on equality and diversity. The
CEHR will replace and take over the roles of the existing institutions –
the Commission for Racial Equality, the Disability Rights Commission
and the Equal Opportunities Commission – and be given powers to pro-
mote human rights. The CEHR will be established in October 2007,
although it will not take over the functions of the Commission for Racial
Equality until April 2009.
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Equal pay

The Equal Pay Act 1970 was designed to stop discrimination in the con-
tractual area of terms and conditions between men and women. It
applies to both sexes, and to employees of any age. There must be no
difference in the pay, benefits and conditions of service for women or
men in ‘like work’, or work which is rated as equivalent. The compari-
sons made are between people working for the same employer, or at
the same establishment (where there are differences based on loca-
tion), or at an establishment observing the same terms and conditions.
A ‘benefit’ has been defined by the European Court of Justice as pay if
there is an entitlement based on the employment relationship.

Exceptions are in maternity provisions, and when there is a statutory
reason as, for example, where women are forbidden to carry out cer-
tain work in factories. An employer must be able to prove that any dif-
ference between the contracts of men and women is due to a material
difference in the work. Work that is ‘broadly similar’ is regarded as the
same for the purposes of the Act. Job evaluation schemes that use non-
discriminatory factors show the value of different jobs in relation to
each other, indicating that no discrimination has occurred.

Equal value

Following a case brought by the European Community against the UK
Government, which succeeded in showing that the Equal Pay Act did
not fully conform to the Treaty of Rome and the EC’s 1975 Equal Pay
Directive, the Equal Pay Act was amended in 1983 to ensure that the
principle of equal pay for work of equal value, compared between men
and women, was included in the equal pay legislation.

There are three ways in which a claim (by a man or a woman) may
be made in respect of pay, terms and conditions of service:

1 Where she (in the case of a woman making the claim) is
employed on ‘like work’ to that of a man.

2 Where she can show that she is employed on work rated as
equivalent to a man under a job evaluation study.

3 Where she can show that the work she does is of equal value
to a man’s work in terms of the demands made upon her in
such areas as effort or skill, etc.

A claim under the Act is made to an employment tribunal. Tribunal pan-
els with specialist knowledge in equal value cases have been established.
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If no conciliation is possible, the tribunal will examine any job evaluation
scheme to see if it is valid. Where no job evaluation scheme is operating,
the tribunal may still reject the claim if it thinks there are no reasonable
grounds for the claim. Where there is a job evaluation scheme and the
employer can show that there are no grounds for the scheme to be
regarded as sexually discriminatory, the claim will not succeed. However,
unless the employer is able to show that there are no reasonable grounds
for saying that the work is of equal value (e.g. by showing that there is a
genuine material factor which proves that the difference in pay or con-
ditions is due to reasons other than sex differences), the tribunal must
commission a report from an independent expert. This report will be
considered when it is completed (usually within 42 days) and the tribunal,
at its resumed hearing, will make a decision. Tribunals can require infor-
mation to be given to the independent expert, and there are safeguards
if the report is inadequate. Employees can also issue questionnaires 
to obtain data on pay in the organization, before tribunal proceedings
are commenced. The employer must respond to the questions within 
8 weeks.

In 2003, the Equal Opportunities Commission introduced a new
Code of Practice on Equal Pay, which suggests a way for conducting an
equal pay review.

The 6-month time limit for bringing an equal pay claim is relaxed
where the employer has deliberately concealed relevant facts, or where
the woman was under a disability during the 6 months. Back pay may be
paid, if successful, for up to 6 years. A single claim can be made if there
has been a stable employment relationship, even if there have been a
number of separate employment contracts.

Sex discrimination

The Sex Discrimination Act 1975 was aimed at removing discrimin-
ation in the non-contractual areas of employment and set up the Equal
Opportunities Commission to oversee the working of the Act and the
Equal Pay Act.

A distinction is made between direct and indirect discrimination, both
of which are illegal. Direct discrimination is where a person is treated
less favourably than the opposite sex because of their sex (e.g. the
recruitment of all males in managerial jobs). Indirect discrimination
occurs when, although the conditions are applied equally to men and
women, the effect of the condition is to preclude one sex (e.g. stipulat-
ing that all managers must be over 1.9 m (6 feet 3 inches) in height, this
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being less likely as a female characteristic). Therefore, where the condi-
tion is irrelevant, and where the number of women who can comply is
fewer than the number of men, then there is indirect discrimination.

Similarly, discrimination against people on the grounds of their mari-
tal status is regarded as illegal.

The only exception is where there is a genuine occupational qualifi-
cation:

■ for physiological reasons (e.g. a male actor)
■ for decency or privacy (e.g. a lavatory attendant)
■ where the employee is required to sleep on the premises
■ where special care is provided (e.g. in prison)
■ for personal services for education or welfare
■ where there are overseas restrictions and it is necessary for the

person to work overseas (e.g. in some Muslim countries women
might be restricted)

■ where the job is for a married couple or a couple who are civil
partners.

The main areas where HR managers must watch for discrimination 
are in:

1 Advertisements: these should not have any particular reference
to sex. Job titles which have a gender included should be
avoided (e.g. ‘salesgirl’, ‘office boy’).

2 Recruitment procedures: these must avoid discrimination; notably
the person specification must not show signs of direct or indi-
rect discrimination.

3 Promotion, training, transfer policies: these should be sufficiently
well known and obviously non-discriminatory so that accus-
ations of unfairness can be avoided.

Complaints may be made (within 3 months of the discrimination) to a tri-
bunal, which can award damages. The Equal Opportunities Commission
can require an employer to stop discriminating and to advise the
Commission of action taken to remove discrimination.

The burden of proof in sex discrimination cases is on the employer,
once the claimant has produced sufficient evidence to establish a prima
facie case that, in the absence of an adequate explanation, unlawful dis-
crimination has taken place. Then the employer must show that the
adverse treatment ‘is in no sense whatsoever’ tainted by sex discrimination
(Barton v. Investec Henderson Crosthwaite Securities [2003 IRLR 332]).

We have already referred to the issue of sexual equality and pension
schemes. Following the case of Barber v. Guardian Royal Exchange Assurance
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(1990), pension benefits in occupational pension schemes are treated
as pay, and therefore men and women must be treated equally with
regard to these benefits. The right to join a pension scheme (contribu-
tory or non-contributory), contracted in as well as contracted out, public
and private sector, is equal for men and women. There is no obligation
to equalize benefits for service before 7 May 1990. Effectively, men 
can now retire at the same age as women (but this is not mandatory).
Claims can be brought against the pension fund as well as against the
employer.

Sexual harassment

Amendments to the Sex Discrimination Act in 2005 include specific pro-
visions prohibiting harassment, both sex-related and sexual harassment.

Harassment on grounds of sex occurs where a person engages in
unwanted conduct that has the purpose or effect of violating another’s
dignity, or creating an intimidating, hostile, degrading, humiliating or
offensive environment (i.e. harassment that takes place simply because
someone is a woman (or a man)). But harassment can also occur where
there is unwanted verbal, non-verbal or physical conduct of a sexual
nature which similarly affects dignity or creates such an environment
(e.g. a person making unwelcome sexually explicit comments).

Race discrimination

The Race Relations Act 1976 follows the same broad principles, in
seeking to remove discrimination, as the Sex Discrimination Act and
makes the same distinction between direct and indirect discrimin-
ation. The Commission for Racial Equality’s role in promoting har-
mony between ethnic groups extends beyond employment.

Racial groups are defined as groups of people of particular origins,
of specific race or nationality or colour. Religious affiliations are not
part of the definition – religious discrimination is covered by separate
legislation (see below).

The segregation of racial groups is illegal. The victimization of any-
one who brings a complaint under the Act is also illegal (as is the case
with the Sex Discrimination Act).

Employers must pay particular attention to their recruitment proced-
ures to ensure that no discriminatory practices enter into their decisions
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(e.g. in advertising, screening applicants), and should ensure that their
employees are treated fairly so that promotion, training and develop-
ment opportunities are not forgone because of discrimination. Terms
and conditions of employment must apply equally to all racial groups,
there must be no discrimination during disciplinary action and, unless
membership of a particular race is a genuine occupational qualification
(e.g. for a film or play), then there are no exceptions. The Race Relations
Act applies to organizations of all sizes. The complaints procedure is simi-
lar to that of the Sex Discrimination Act.

Discrimination because of religion or belief

An extension of discrimination legislation arose from the Treaty of
Amsterdam 1997. The Framework Equal Treatment in Employment
Directive 2000/78/EC promulgated new measures aimed at prevent-
ing discrimination on the grounds of sexual orientation, religion or
belief, disability and age.

The Employment Equality (Religion or Belief) Regulations 2003 SI
1660 were introduced in the UK on 2 December 2003. These make dis-
crimination on the grounds of ‘religion or belief’ unlawful. Courts and
Tribunals may consider when deciding what is a religion or belief issue
such as whether there is collective worship, and a profound belief affect-
ing one’s way of life. Beliefs do not necessarily include all philosophies
unless they are similar to a religious belief.

ACAS has produced a guide ‘Religion or Belief in the Workplace’, to
help organizations to create policy, procedures and monitoring mech-
anisms. This is clearly an area where courts will refine and oper-
ationalize the law through judgments.

Discrimination because of a person’s association with someone else
is covered by the legislation, as are people who are or were ordinarily
resident in the UK, but who are working abroad for an organization
based in the UK.

It is unlawful to discriminate against or subject to harassment some-
one because of their religion or belief. This includes applicants for work,
employees, self-employed persons, workers supplied by a contractor or
agency and ex-employees. HR policies covered include terms and condi-
tions, opportunities for promotion, training or benefits, the termination
of employment (including constructive dismissal) and the provision of
references.

Claims must be brought within 3 months of the action that is the
source of the complaint. As with other anti-discrimination law, direct
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and indirect discrimination is taken into account. People who make
allegations or bring proceedings must not be victimized.

Harassment is defined as where, because of a person’s religion or
belief, they are subjected to unwanted conduct which has the purpose
or effect of violating that person’s dignity or of creating an intimidat-
ing, hostile, degrading, humiliating or offensive environment for that
individual.

Exceptions to treating people differently because of their religion
(but not to the harassment provisions) are made where there are genu-
ine occupational requirements (e.g. employment in churches, and in
denominational schools), or more general requirements such as a
halal butcher who must be a Muslim.

Age discrimination

Legislation is being introduced to outlaw discrimination based on age.
This will be effective from October 2006. The legislation follows simi-
lar principles as other anti-discrimination law: it applies to direct and
indirect discrimination, and is designed to prevent discrimination on a
basis of age alone, applying equally to young and old. Indeed, research
has shown that young people feel more discriminated against in
employment matters than do older people.

The law covers recruitment, selection, development, reward, promo-
tion, and benefits (although containing special provision to account for
the actuarial rules in regard to pensions). There has been lengthy con-
sultation on the question of retirement age. Employers are to be
allowed to keep recommended retirement ages of 65 or over, but are
encouraged to be flexible in retirement arrangements.

The legislation will require HR Departments to make fundamental
changes to policies. For example, age should no longer be a criterion
for recruitment or selection and should not influence training or devel-
opment decisions. Examples of the potential effects are the abolition of
pay by age scales, minimum ages for specific posts, and the avoidance of
language that constitutes indirect discrimination (e.g. ‘experienced’,
‘energetic’, ‘seasoned professional’). Employers will have to review per-
son specifications to decide whether the criteria described are essential
or are merely reproducing stereotypes and bias. Similarly, development
opportunities need to be dealt with in a transparent fashion, so that
decisions can be justified on business grounds.

Inevitably, there will be many challenges and refinements from
precedents.
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Sexual orientation

It is unlawful for employers to discriminate against or harass a person
because of their sexual orientation. The regulations here followed the
main discrimination legislation, covering all types of employment, and
including direct as well as indirect discrimination.

Sexual orientation is defined as ‘a sexual orientation towards per-
sons of the same sex, persons of the opposite sex or persons of the
same and the opposite sex’.

Discrimination against disabled people

The Disability Discrimination Act (1995) aims to protect disabled 
people and those who have been disabled, from discrimination in employ-
ment, and places a duty on employers to make reasonable adjustments
to any physical feature of premises occupied by the employer or to any
arrangements made by the employer, to avoid causing a substantial dis-
advantage to a disabled person.

This Act covers the recruitment system and process and the terms of
employment, and the reasonable provision of suitable physical facil-
ities, such as wheelchair access.

An employer discriminates against a disabled person if the employer,
for a reason related to the disability, treats the disabled person less
favourably than he or she would treat others, unless one or more of four
reasons which may be entered as justification apply. These reasons
include:

1 The disabled person is unsuitable for the employment.
2 The disabled person is less suitable than another person.
3 The nature of the disability would significantly impede the

performance of the person’s duties.
4 The disability would significantly reduce the value of training

(either to the disabled person or to the employer).

After the Court of Appeal case of Clark v. Novocold, it is very easy to show
less favourable treatment, e.g. any absences related to a disability have
to be ignored in deciding whether to dismiss, even if a non-disabled
employee absent for a similar period could have been fairly dismissed.

The Act defines ‘disabled person’ as a person with a ‘physical or
mental impairment which has a substantial and long-term adverse
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effect on his or her ability to carry out normal day to day activities’
(Section 1). The definition excludes substance addictions, hay fever,
and disfigurements such as tattoos and body-piercing. Physical or men-
tal impairments, which are included within the meaning of disabled
include sensory impairments (such as those affecting eyesight or hear-
ing) and mental impairments. Long-term effects are those which have
lasted at least 12 months, or will last 12 months, or for the rest of the
life of the person. Recurring effects such as epilepsy are included.

Typical adjustments that an employer might make include:

■ making physical changes to premises
■ allocating some of the disabled person’s duties to another

person
■ transferring to fill another job
■ altering working hours
■ modifying equipment, instructions or reference manuals
■ providing a reader
■ providing special training.

Employment tribunals hear complaints brought under this legislation
in much the same way as under the Sex and Race Discrimination Acts.
There are codes of practice to help employers to eliminate discrimin-
ation, and to define disability.

The Rehabilitation of Offenders Act 1974

This Act (which does not apply in Northern Ireland) means that con-
victed criminals who have completed their sentences, whether imprison-
ment or fine, have a period of rehabilitation after which the conviction
should be regarded as spent. The period of time before the conviction
becomes spent is dependent on the sentence. Thus, for example, for
sentences of 6 to 30 months’ imprisonment, the period is 10 years before
the conviction is spent, and at the other extreme an absolute discharge
is spent after 6 months. Further convictions during the rehabilitation
period extend the time before the earlier conviction is spent so that
both convictions are spent at the same time.

As far as HR managers are concerned, when interviewing applicants
for employment they may ask about any previous convictions, but must
not question the person about any spent convictions. If an applicant
does not reveal a spent conviction, no action should be taken against
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the applicant and he or she must be treated as though the offence had
not been committed.

A spent conviction is not grounds for dismissal, or for not recruiting
or promoting an employee or in any way treating the employee differ-
ently from others. Certain professions, such as barristers, accountants,
and medical practitioners, are excluded from this generalization, and
spent convictions may be taken into account in their case. When giving
references, no information should be disclosed about spent convic-
tions. Such a reference would be slander or libel, and would also risk
prosecution.

Public Interest Disclosure Act 1998

This Act seeks to protect ‘whistle-blowers’ whose disclosure is protected
if the information shows criminality, any breach of a legal obligation,
health and safety dangers, environmental danger or concealment. The
employee is not protected if the act of disclosure involved committing a
criminal offence. The disclosure is protected if made in good faith or
with legal advice. Disclosure should be made to the employer, other
responsible persons or to a third party in accordance with a procedure
agreed with the employer. Employees in these circumstances are pro-
tected from dismissal or action short of dismissal, since such action by
the employer would be automatically unfair, with no qualifying period
of employment.

Data Protection Act 1998

This Act repeals and replaces the 1984 Data Protection Act, although a
number of the provisions are similar, in regard to the need to be careful
and to treat data confidentially. The 1998 Act gives the employee rights
of access to most personal data that the employer holds on individuals.
It implements the EU Data Protection Directive. The Act covers elec-
tronically stored and paper-stored information. It limits the type of infor-
mation that can be processed and the purposes for which it is processed.
Personal data are defined as any set of information about an individual,
either processed by a computer or kept manually, which form part of a
file. This covers personnel files and notes by managers.

Processing sensitive personal data is subject to more stringent 
controls – including information about a person’s racial or ethnic origins,
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political opinions, religious beliefs, trade union membership, health,
sexual life and actual or suspected criminal offences.

The processing of personal data includes all processes used in
obtaining, recording and holding data, which covers the processes of
organizing, altering, retrieving, consulting, disclosing and using data.

Employers must appoint a data controller who will be responsible for
determining the purposes and processes of data collection. The duty of
the data controller is not to process the data unless certain conditions are
met, such as that the data may only be held for specified, lawful purposes,
and not be excessive in regard to purpose. There are further conditions
dependent upon whether or not the data are classified as sensitive per-
sonal data. The conditions for sensitive personal data revolve around the
need for the individual’s explicit consent, whether or not processing the
data is in his or her interests, or if he or she has already made the data
public. For non-sensitive data, many of the same conditions apply: e.g. the
processing is necessary for the purposes of exercising or performing any
right conferred or obligation imposed by law on the data controller in
connection with employment. In the case of non-sensitive data, legitimate
reasons include if the data controller has to process the information in
order to comply with non-contractual obligations such as health and
safety requirements, or if the processing is necessary for the performance
of a contract to which the individual is a party (e.g. payroll).

Employers must ensure that the data protection principles are
adhered to, e.g. by asking the employee to give consent for different
types of data processing.

As a transitional arrangement, during the period from October 2001
to October 2007 there is a right of access to manual data, but the other
provisions in regard to manual data do not come into effect until 
after 2007.

We should note that the Human Rights Act 1998 gives effect to 
the European Convention for the Protection of Human Rights and
Fundamental Freedoms 1950 – under Article 8 of which ‘everyone has
the right to respect for his private and family life, his home and his 
correspondence’.

Access to Medical Records Act 1998

There is a right for employees to access any medical records (whether or
not kept on a computer) supplied by a medical practitioner for employ-
ment or insurance purposes. This is where the report is prepared by the
individual’s own doctor (either before or during employment) rather
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than the company doctor. The employer must obtain the consent of the
individual concerned if a medical report is to be requested from that
person’s own doctor, or a doctor covered by this law, and must advise the
person of his or her rights under the Act.

Collective bargaining

Definition of trade unions and role of the 
Certification Officer

The Trade Union and Labour Relations (Consolidation) Act 1992
defined a Trade Union as an organization of ‘workers. . . whose princi-
pal purposes include the regulation of relations between workers. . .
and employers or employers’ associations’.

An independent trade union is defined as one which is free from con-
trol or interference by the employer. The Certification Officer is respon-
sible for certifying the independence of trade unions and for keeping a
list of trade unions and employers’ associations. The Certification Officer
can hear complaints from trade union members concerning breaches of
trade union rules on certain issues, e.g. the election to or removal of a
person from office, disciplinary proceedings and any proceedings of the
executive committee of a trade union.

European works councils

The European Works Council Directive, September 1994 (94/45/EC)
seeks to facilitate consultation and communication with employees in
‘community scale undertakings’. It does not cover organizations that
operate only in one of the EU countries. A ‘community scale undertak-
ing’ is defined as any undertaking with at least 1000 employees within
Member States and at least 150 in at least two Member States. Further
discussion on European works councils can be found in Chapter 20.

Trade union recognition

Claims for recognition by trade unions are handled by the Central
Arbitration Committee (CAC). There is a tight timetable with short
deadlines for each stage, but the intention is not to be too formal. The
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Employment Relations Act 1999 provides a right (under certain cir-
cumstances) whereby a trade union may claim recognition by employ-
ers and a procedure for this to take place.

The right to claim recognition is extended to any trade union or two
or more trade unions acting jointly, where the employer has at least an
average of 21 employees (including associated companies in the UK,
employee numbers averaged over 13 weeks), including part-timers, pro-
vided another union is not already recognized in the bargaining unit.
The bargaining unit is to be chosen by the trade union or by employees,
not by management. The detailed procedures to determine the unit are
contained in the Employment Relations Act 2004.

In the case of a disagreement, the appropriate bargaining unit is
decided by the CAC, which has to take into account the need for the unit
to be compatible with effective management, the location of workers, the
views of the parties, and the need to avoid small fragmented bargaining
units.

Recognition is automatic if the trade union can demonstrate it has a
majority of the workforce in the bargaining unit in membership (or joint
applicants have a majority). However, the CAC may consider a ballot is
necessary if a significant number of members affected tell the CAC they
do not want the union to be recognized, or the employer has doubts
about membership, such as the circumstances under which people joined
the union. In these situations, the CAC will order a ballot to be conducted
by an independent party, where there needs to be a majority in the ballot,
plus at least 40 per cent of the bargaining unit voting in favour for recog-
nition to be granted. Employers must cooperate in this process.

If the trade union and the employer fail to agree recognition proced-
ures voluntarily, there is a fall-back procedure which will be legally
enforceable, based on a model prescribed by the DTI.

Derecognition is dealt with by a similar approach. Applications for
derecognition may be made by employers or by a worker or workers
within the bargaining unit, and this would only apply if the recognition
were awarded by the CAC or under the procedures of the CAC. However,
there is a moratorium for 3 years after a recognition has been agreed,
before any application for derecognition claim can be made. The
grounds for derecognition are where the number of employees has fallen
below 21 (where derecognition would be automatic), or if at least 10 per
cent of the bargaining unit want derecognition and a majority will support
derecognition. The issue would then be decided by a ballot – 40 per cent
of the electorate would have to support derecognition, and where the
original recognition was based on majority membership, if the union no
longer has a majority of members this would also result in derecognition.
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Trade union immunities

The 1980, 1982 and 1984 Acts consolidated in the Trade Union and
Labour Relations (Consolidation) Act of 1992 severely limited the immu-
nities previously enjoyed by trade unions from tort liabilities – such as
breach of contract, intimidation by threatening a breach of contract,
interference with a contract or inducement to break a contract.

Immunity is now restricted to actions which are ‘in contemplation or
furtherance of a trade dispute’. The disputes to which this applies are
limited to disputes between workers and their employers which relate
wholly or mainly to one or more of the following:

■ terms and conditions of employment, or physical conditions
of work

■ engagement or non-engagement, termination or suspension of
employment or duties of employment of one or more workers

■ allocation of work or duties of employment between workers
■ discipline
■ membership or non-membership of a trade union
■ facilities for officials of trade unions
■ negotiation machinery, consultation procedures, including

recognition issues.

Effectively, this prevents official secondary action and political disputes,
stops sympathetic strikes and restricts disputes of an official nature to
those involving the workers of the same employer. The TULR(C)A
(1992) removed immunities from trade unions which take industrial
action without the support of a ballot. This does not prevent unions from
threatening action without a ballot, but they cannot carry out the threat
without one.

Under the 1992 Act, vicarious liability is defined. A union is only liable
for acts ‘authorized or endorsed by the trade union’. Examples are mem-
bers of the union’s executive committee and those empowered by the
rules to act. Damages are limited according to the size of union member-
ship. For trade unions of over 100 000 members, the maximum is
£250 000.

Trade union membership

Every employee has the right not to have action taken against him or
her which seeks to prevent him or her from joining an independent
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trade union or from taking part in its activities (i.e. if the union is a
party to an agreement with his or her employer).

It is unlawful for an individual’s employment to be made conditional
upon his or her union membership or non-membership of a trade union.
Blacklists of trade union members used for recruiting purposes are
banned. Individuals have the right to join the trade union of their choice,
which may signal the end of the Bridlington principles because, under
the 1993 Trade Union Reform and Employment Rights Act, it is unlawful
for a trade union to expel someone unless for a permitted reason. These
permitted reasons are mostly matters of personal conduct, or in cases
where the rules restrict membership to those employed in a specific
trade, profession, industry, occupation or with particular qualifications.
The dismissal of an employee for failing to join, or for proposing to join,
a trade union is unfair.

People have a right to join or not join a trade union. Members of trade
unions may only be disciplined according to the rules of the unions
(according to the 1992 TULR(C)A). Disciplinary action is unlawful in
relation to the following conduct (inter alia):

■ failing to take part in industrial action, or criticizing such
action

■ encouraging or assisting other people to perform their 
contracts of employment

■ alleging that trade union officials acted unlawfully
■ failing to agree or withdrawing their agreement to a check-off

arrangement
■ working for or proposing to work for an employer who employs

or has employed people who are not members of the union or
of another union.

Under the same 1992 Act any term of a contract which stipulates that a
supplier of goods or services must employ union or non-union labour
is rendered void. It is similarly unlawful to refuse to deal with suppliers
on grounds of trade union membership.

Rights to time off

Trade union officials (shop stewards, trade union safety representatives,
etc.) in recognized trade unions have a right to time off during working
hours, with pay, to carry out trade union duties, including training in
industrial relations. Members of trade unions have the right to time off
to take part in union activities other than strike activities. This includes
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representing their members at disciplinary and grievance hearings and
at meetings of the membership, but there is no obligation to pay for this
latter time off.

A similar right exists for time off without payment for public duties,
such as attendance as a Justice of the Peace or in local authorities.

Disclosure of information to trade unions

Employers are required to disclose certain information to the represen-
tatives of an independent trade union that they recognize for collective
union bargaining. This does not apply to employers’ associations. The
union representative (who could be a shop steward and/or a full-time
official) can be required by the employer to put his or her request for
information in writing.

The employer has an obligation to produce information only if:

1 It is in his or her possession.
2 It relates to his or her undertaking or that of an associated

employer.
3 It is in accordance with good industrial relations practice 

(as per the ACAS code of practice).
4 The absence of the information would impede the trade union

representative to a material extent in conducting collective 
bargaining.

There is no obligation to produce information relating to particular indi-
viduals, information given in confidence, or information which could
cause substantial injury to the employer’s undertaking, other than its
effect on collective bargaining. There are similar exclusions regarding
national security and information used in legal proceedings or if giving
the information could break the law. The employer does not have to pro-
duce any original document or compile data where this would cost more
than its value for collective bargaining purposes.

Trade unions may complain to the CAC when an employer fails to
comply. In such circumstances, ACAS would normally try to conciliate,
but if this fails, the CAC may make an award. To date, most references
have been made by white-collar unions and most of them have been
settled without a full hearing.

There is a discussion on the European Works Councils and the Infor-
mation and Consultation Directive in the Chapter 20. The European
Directive on Workers Councils came into force in January 2000 and cov-
ered transnational operations. The Information and Consultation
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Directive 2002 sought to provide rights to employees on information
and consultation within UK undertakings. This is a general statutory
framework, aimed at encouraging employers to negotiate and discuss
trends and changes with their employees.

Where at least 10 per cent of the workforce requests it, employers
must initiate negotiations. If there is already an agreement in place,
the employer can ballot the workforce. If there is a failure to agree, the
default position applies: the employer must inform elected represen-
tatives of business developments, consult with them on employment
trends and inform and consult with a view to reaching agreement on
changes in work organization. Complaints are investigated by the CAC
and appeals can be made to the Employment Appeal Tribunal. There are
protections against unfair dismissal for those exercising their rights, there
are confidentiality clauses, and employees may withhold information
which could seriously harm their business, if disclosed.

Election of union officers

Part I of the TULR(C)A (1992) requires a trade union to hold a secret
ballot of its members to elect candidates to a union’s principal executive
committee, a procedure which must be followed at least every 5 years. All
members of the union must have an equal opportunity to vote without
any constraint. An independent scrutineer, with a right of access to the
union register, will distribute voting papers and will count the votes.

Political objectives of trade unions

Section 71 of the TULR(C)A (1992) requires a trade union to ballot its
members at least once every 10 years if it is to retain the authority to
devote union funds to political objectives. This legislation was retrospec-
tive as far as the 10-year period was concerned. The rules for the ballot
are similar to those for electing union officials, except that a wider con-
stituency, embracing unemployed members, those in arrears, etc., is
given. The same rules regarding the independent scrutineer apply.

Check-off arrangements

These are arrangements whereby employers deduct trade union sub-
scriptions from a member’s pay on behalf of trade unions. The written
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(and dated) consent of each employee is required, and must be renewed
every 3 years. An employee has the right to withdraw consent by writ-
ing to the employer at any time. Employers must notify those covered
of any increase in subscriptions at least one calendar month in
advance, unless the subscription is a percentage of salary.

Strike and industrial action ballots

A union’s call for industrial action of any kind against an employer will
only be immune from tort proceedings if it is preceded by a full postal
ballot. Unions must inform the employer about the ballot in advance
and must inform any employers whose employees are affected of the
result. If more than 50 people are to be involved in the action, the bal-
lot must be subject to independent scrutiny. While industrial action
should take place within 4 weeks of the ballot, the ballot validity may be
extended to 8 weeks, by agreement, to allow negotiations.

If the vote is in favour of a strike, the union must give the employer
7 days’ notice of the industrial action, inform the employer of the
dates, and whether the action is to be continuous or sporadic.

It is unfair to dismiss employees involved in strike action for the first
12 weeks of any strike. Thereafter, it may be fair if the CAC agrees that
all reasonable action has been taken by the employer to end the strike
(Employment Relations Act 1999).

Picketing

Picketing is only permitted legally where pickets seek, by peaceful means,
to communicate with and to persuade workers to work or not to work in
support of a trade dispute.

Preventing people from crossing the picket lines by physical means
and picketing outside a private home are both unlawful. Picketing is
permitted only where it is outside or near the employee’s own place of
work and is conducted by the employees in dispute or with their union
representative. The Secretary of State has produced a code of practice
on picketing which has to be taken into account by the criminal courts
in any litigation. The code suggests that, in general, the number of pick-
ets should not exceed six at any entrance to a workplace, and recom-
mends liaison between the picket organizer and the police.
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Working Time Regulations

The Working Time Regulations, dated 1 October 1998, implemented
into UK law the EC Working Time Directive of 1993. These regulations
set out maximum working time, minimum rest periods and holidays
and rules regarding night work.

Working time is defined as ‘any period during which the worker is
working, at his [sic] employer’s disposal and carrying out his activity or
duties’.

The regulations state that workers are entitled to:

■ daily rest periods of 11 consecutive hours in every 24-hour period
■ uninterrupted rest break of at least 20 minutes during work-

ing days of more than 6 hours
■ weekly rest periods of at least 24 consecutive hours in every 

7 days (this may be 48 hours in a 14-day period, by agreement)
■ paid annual holiday entitlement of 4 weeks (including bank

holidays) per year 
■ maximum working week of 48 hours averaged over a specified

period; limitation on the hours of night workers (not more
than 8 hours in a 24-hour period if special hazards, physical or
mental strain).

Formal written agreements between employers and trade unions or work-
ers may be made to restrict or amplify the above provisions if the work-
force comprises more than 20 workers. There are also derogations for
‘autonomous’ workers and managing executives, these being people who
determine their own working hours. Further discussion on working
hours can be found in Chapter 15.

Health and safety at work

The Health and Safety at Work Act 1974 places a general duty on all
employers to maintain standards in health, safety and welfare of people
at work, to protect the general public and visitors against risks to safety
and to prevent pollution of the environment. A Health and Safety
Commission exists with a Health and Safety Executive to enforce the law.

Scope

The Act requires the employer to provide for his or her employees, so far
as it is reasonably practical, plant, machinery, systems of work, handling,
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storage and transport that are safe and without risks to health. The
employer also has an obligation, so far as is reasonably practical, to provide
information, instruction, training and supervision on safety, to maintain
any places of work in a safe condition, and to ensure a working environ-
ment that is without risk to health, with adequate facilities and a written
safety policy. It should be noted that mental health as well as physical
health is covered. Failure by employers to address the problems of stress
at work, for example, can result in successful claims against employers.
Employers must now conduct formal risk assessments and appoint com-
petent persons to assist in compliance. The policy must state how it is to
be carried out and who is to be responsible. Employers must not charge
employees for the cost of safety equipment or for special protective
clothing, such as goggles.

Sanctions for breaches of the Act are imposed in the criminal courts.
The penalties are a fine of up to £20 000 and up to 6 months’ impris-
onment for every person guilty of infringement. Unlimited fines and
up to 2 years’ imprisonment may be imposed for some offences.

Employees also have duties – notably to cooperate with management
on safety matters.

Risk assessment

Employers must make regular assessments of the risks faced by their
employees and non-employees at work ‘arising out of or in connection
with the conduct of their undertaking’. The purpose of the risk assess-
ment is to identify the measures needed to comply with health and safety
rules.

If there are five or more employees, a written record must be kept to
show significant findings and any group of people who are particularly at
risk. The Health and Safety Executive’s (HSE) Five Steps to Risk Assessment
explains the process:

1 Look for hazards.
2 Decide who might be harmed and how.
3 Evaluate the risks arising from the hazards and decide whether

existing precautions are adequate or if more should be done.
4 Record findings.
5 Review the assessment periodically and revise if necessary.

When evaluating the risks under Step 3 above, employers should assess
whether the risk in relation to each hazard is high, medium or low, and

440 Essentials of human resource management Chapter 22
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then check to see if generally accepted industry standards/controls/
measures are in place.

The regular reviews can be prompted by changes to machines, work-
ing practices, substances in use, etc. Even if no changes have occurred
it is wise to review procedures on a regular basis (e.g. annually) and to
include non-routine operations in the assessment.

As we discussed in an earlier chapter, stress at work is becoming a
serious health issue. The approach to occupational stress that is taken
by the HSE is to encourage better management rather than to rely on
enforcement, to focus on prevention and to support risk assessments.
With that in mind, management standards and an outline of the state
to be achieved are being promulgated as part of the guidance pro-
vided. In the meantime, stress claims are increasing. Employers are only
liable, it would seem, if they were on notice (directly or constructively)
that there is a risk to the employee’s health (e.g. Best v. Staffordshire
University, Wheeldon v. HSBC Bank Limited [2005 IRLR 293], and
Sutherland v. Hatton [2002 IRLR 263]).

Under 1999 regulations, which were introduced to comply with EC
Directives, a range of responsibilities was placed on employers to ensure
that all work equipment is suitable and well maintained, that workers
are trained and given information on use, and employees are provided
with protective equipment and are not obliged to undertake manual
handling operations which involve a risk of injury where this can be
avoided.

The Factory Acts

The 1961 Factories Act, which has over 200 consequential regulations
and orders, details particular duties on employers, such as the fencing
of machinery, and rules concerning the employment of women and
young persons in factories.

For example, first-aid boxes and, where 50 or more persons work, a
trained first aider are required. The temperature in workplaces should
be reasonable and normally at least 16°C, and there must be adequate
ventilation, etc.

Perhaps the most important provisions are those covering the fen-
cing of machinery, guards being obligatory on all moving parts. The
periodic inspection of hoists, cranes, boilers, etc. is expected. Accidents
causing absence of more than 3 days must be reported to the enforcing
authority, as must an explosion or fire which causes an interruption of
work for 24 hours or more, or a death in the workplace.

Chapter 22 Employment law: managing employment relationships 441
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It should be noted that, in addition to any penalty for failing to com-
ply with the regulations, there is the possibility of further civil action
for compensation for a breach of statutory duty.

The Offices, Shops and Railway Premises Act 1963

This covers the same sorts of issues as the Factory Acts but for the prem-
ises named in its title. It deals with such matters as sanitary facilities,
cleanliness, overcrowding, ventilation and lighting, and lays down min-
imum standards in these areas.

This legislation and the Factories Act 1961 have been largely
superseded by the general requirements of Health & Safety at Work Act
1974 and subsequent regulations.

442 Essentials of human resource management Chapter 22

Questions for Chapters 21 and 22
1 Describe the main functions of ACAS.
2 Under what circumstances is a contract of employment formed? What written par-

ticulars of the contract must be given?
3 What is meant by ‘unfair dismissal’?
4 What is constructive dismissal?
5 If you were advised by your chief executive that twelve factory workers (members of the

Transport and General Workers Union) would have to be made redundant because of
a reduction in sales orders, what actions would you take and why?

6 How do Statutory Dismissal and Disciplinary Procedures and Statutory Grievance
Procedures affect claims to Employment Tribunals?

7 How may a trade union obtain recognition from an employer?
8 When is it possible for a trade union to organize a strike without losing immunity

from legal action?
9 What is the difference between direct and indirect discrimination?

10 What is the statutory definition of harassment used in employment law?
11 What are the main provisions of the law concerning discrimination against disabled

people?
12 What is the difference between Parental Leave and Paternity Leave?
13 When is picketing lawful?
14 What is the main objective of the Health and Safety at Work Act?
15 What is the difference between a prohibition notice and an improvement notice?
16 What is involved in a risk assessment?
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17 What is a public interest disclosure?
18 Give two examples of situations where post-employment discrimination may occur?
19 What is the CAC?
20 How has the Human Rights Act affected Data Protection?
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C H A P T E R

The contribution of
HRM to organizational

performance

23

This brief final section is an epilogue which summarizes the debate
about what the work of human resource management has contributed
to organizational performance can be attributed to the work of human
resource management.

That there is still such a debate may seem surprising. HRM appears
to be a field of work which has constantly to justify itself. Unlike other
managerial functions, there is difficulty distinguishing what the dis-
tinctive activities are in which HR Departments engage, which affect
performance as opposed to the people management work of line man-
agers and supervisors. No one doubts that how the organization recruits,
selects, rewards, develops, communicates and manages its people affects
the employees’ motivation, effort and outputs. This leaves us with the
question of how these factors are affected by HR policies and practices,
and the influence of line and HR managers.

This book has attempted to answer this question about HRM. There
are two types of answers: the ‘technical’, social science, legal and man-
agerial knowledge type answers, and the answer which tells us more about
how and when to act rather than what to do. However, the question of
how and when to take actions are more difficult to answer because of the
multiplicity of contingencies that apply. These include organizational
size, industry sector, organization and national cultures, the economic
and social conditions, the personalities of the people concerned and the
history of relationships. To add to the complications, we can see that the
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factors influence each other; size, sector, and national culture may pro-
vide a very specific context, for example, in which to run a major organi-
zation change programme. Even if it were possible to figure out the
relationships, we would still have the problem that there are frequently
significant differences between the espoused policies and the actual prac-
tices in managing people.

Over the past two decades there has been extensive research in this
area. There are, therefore, a number of broad conclusions which have
been supported by research studies. These can be summarized briefly
as follows.

Research has shown that no single policy can predetermine organ-
izational success; rather most studies have shown that groups of policies
or ‘bundles’ are the causes of improvements, e.g. coaching plus 360
degree, plus management development are more effective if linked
together (Huselid, 1995).

Work teams can be created which show characteristics of high per-
formance if the HR policies are consistently applied as part of the work
system (MacDuffie, 1995; Ichniowski et al., 1996).

There is evidence that employee job satisfaction can be associated
with customer satisfaction in retail environments and that this can
result in improved sales turnover and therefore improved levels of prof-
itability (Rucci et al., 1998).

Of all the policies that can be used, performance management and
training/development policies can be shown to have beneficial effects
(Murphy and Zandvakili, 2000).

One of the remarkable problems of HRM is that organizations fre-
quently fail to evaluate their own policy effectiveness and efficiency.
Even the effectiveness of recruitment systems and the cost effectiveness
of development are rarely explained. In evaluating HRM we should dif-
ferentiate between effectiveness and efficiency studies.

Efficiency is the technical efficiency of any particular policy, and the
cost against budget or the cost effectiveness of any policy. The kinds of
measures used here are shown in Table 23.1.

For benchmarking efficiency in policies, there are a number of
options: external benchmarking, e.g. through examining the Saratoga
studies, or against US practices which are surveyed and published for the
US Society of Human Resource Management by the Bureau of National
Affairs in Washington (‘HR Department Benchmarks and Analysis’), or
reading the publications in the UK of Incomes Data Services (IDS) and
the UK Chartered Institute of Personnel and Development. Internal
benchmarking between corporate divisions and against other compa-
nies is another practical approach, which shows what is happening and
raises useful questions to be explored.
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Effectiveness is best expressed as the extent to which the HR func-
tion is able to achieve organizational objectives through HR policies.
In Chapter 5 we discussed HR strategy as the method of aligning HR
policies and practices with the business strategy – by achieving a ‘fit’.
Effectiveness in HRM can be described as the achievement of organ-
izational objectives through the fit of HR strategies and policies to the
business objectives. The technical efficiency measures of HRM can
then be used to determine the degree to which various policies are
effective in achieving the strategic HR objective.

In his seminal work on HR and performance Jaap Paauwe (2004) pro-
poses a model which argues that there are specific links between HR pol-
icies (such as rewards, recognition, development and performance
management) and HR outcomes (such as motivation, job satisfaction and
learning ability). There is then a need for a further linkage into organ-
izational outcomes, such as profit, return on capital employed, total share-
holder return, Tobin’s Q and earnings per share. A further refinement
on this model would add the stakeholder to the analysis, so that we might
expect different objectives for the various stakeholders, and therefore HR
outcomes contribute to a variety of business outcomes. These are also
influenced by line manager objectives which produce their own desired
outcomes, reinterpreted again for the stakeholder interests in the busi-
ness, the shareholders, government, customers, employees etc. These
complex relationships can be shown diagramatically (Figure 23.1).

In Figure 23.1 we set out a descriptive set of relationships. This book
has sought to unravel the relationships and the details of the policies
in HRM. Without an understanding of the nature of these policies and

Table 23.1
Kinds of measures used

Recruitment Cost per hire, labour turnover, ratio roll back from selection

Selection Labour turnover and retention rates, probation reports,
training costs

Development Promotion rates, number of days training per employee, training
costs as percentage of pay, cost of errors, appraisal reports

Reward Productivity/output measures, benchmarked pay rates, budget
actual, overtime %, incentive impact ratio, compa ratio

Relationships Labour turnover, days lost to strikes, absenteeism, sickness,
morale surveys, attitude surveys, grievances, tribunal cases

Communication Audits, surveys, e-mail monitoring, upward communication
channels. Number and quality of meetings, briefing group
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how they interrelate, as well as of the institutional context of law, regu-
lation, employees and trade unions, it would be impossible to compre-
hend HRM. Measuring the impact of HRM depends upon the detail of
the policies, and these are the levers for achieving strategic objectives.

Ultimately, managing people is about relationships between people
and teams and how they are organized to achieve objectives. In this
book we have intended to show how Human Resource Management is
a central feature of this task.
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A P P E N D I X

Kraft
1

Our Vision... Helping People Around the World Eat and Live Better

Our vision captures the essence of who we are.  Everything we do flows
from our vision.  We just don’t happen to be a business that sells food – it’s
what we’re all about.  Our vision is about meeting consumers’ needs and
making food an easier, healthier, more enjoyable part of life.
 
Our vision tells the world – our employees, customers, consumers and the
communities where we make and sell our products – what we care about.
It captures the importance of health and wellness, but it also embodies all
the ways we can eat and live better, such as the enjoyment of a dessert,
the convenience of a microwave meal, the safety and value of our products
and the services and solutions we provide.

These six values are what we stand for, the standard of conduct we hold
ourselves to and our commitment to the people who work with us, invest in
us, and purchase our products. They plainly communicate what the world
can expect of Kraft and what we must expect of ourselves. 

Our Values... 

• Innovation : Satisfying real-life needs with unique ideas 
• Quality : Fulfilling a promise to deliver the best 
• Safety : Ensuring high standards in everything we make 
• Respect : Caring for people, communities and the
   environment 
• Integrity : Doing the right thing 
• Openness : Listening to the ideas of others and encouraging
   an open dialogue
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360-degree feedback, 201–3
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ACAS see Advisory, Conciliation and Arbitration

Service
Access to Medical Records Act, 431–2
Achievement tests, 165
Adair’s functional model, 38–9
Adjournments, 364
Administration, 158–60, 273–4
Adoption leave, 420
Advance consultation, 410–11
Advertisements, 147, 149–50, 153–5, 424
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Age discrimination, 427
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Annual hours agreements, 302, 306
Appeals, 394, 405, 406
Applicant notification, 158, 160
Application forms, 154, 155–8
Appraisals, 181–241
Aptitude tests, 165–7
Arbitration, 378–9, 392–3
Architect model, 79
Ascending participation, 381–2
Assessment centres, 168–9, 209–11

Audits, 102–5
Authority types, 44–5

Balanced scorecard approach, 98, 100
Ballots, 437, 438
Bargaining, 73, 341–56, 359, 432–9

see also Negotiation techniques
BARS see Behaviourally anchored rating scales
Base salary, 283
Basic hours, 300
Basic rate wages, 264
Behavioural bases of HRM, 1–57
Behaviourally anchored rating scales (BARS),

199–200
Beliefs, 426–7
Benchmark jobs, 249–50, 256
Benefits, 263–97, 422
BEST programme, 239–40
‘Big Five’ dimensions of personality, 6–7
Blake–Mouton managerial grid, 38
Blau and Scott’s model, 48
Board interviews, 173, 175–6
Bonuses, 265–9, 295–6
Boston Consulting Group, 86, 87
Bridlington Agreement, 333
British Aerospace, 96–7, 239–40
British industrial relations, 326
Broadbanding salaries, 269–70, 271
Bureaucracies, 45, 52–3, 83
Burns and Stalker’s model, 49–50
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Business manager model, 64–5
Business objectives, 99–100, 103–4
Business partner model, 80
Business strategies, 85–92, 103–4

CAC see Central Arbitration Committee
CAJE see Computer-aided job evaluation
Career anchors, 207
Career development, 205, 208–9, 224–5
Careers services, 148
Catering facilities, 317
Central Arbitration Committee (CAC), 392–3,

432–3
Central training committee, 236–7
Centrally based training, 231–2, 233
Certification Officers, 432
Change, 92–3, 96–9, 222–5, 247, 353
Charismatic authority, 44
Check-off arrangements, 437–8
Classification, job evaluation, 250–1, 271
Clerk of works model, 79
Clock time, 304
Codes of practice, 411–12
Cohort analysis, 119–20
Collective agreements, 417
Collective bargaining, 341–56, 432–9
Combination Acts, 331
Commission earnings, 289–90
Commission for Equality and Human Rights,

421
Communication, 7–10, 19, 25–6
Compa ratio, 284
Company cars, 290
Competence-based pay, 276–9
Competences, 128–32

360-degree feedback, 202
competitive advantage, 95
emotional intelligence, 10–11
potential assessment, 210–11
teams, 27–8, 29

Competition, 77, 88–9, 94–5
Complex man theory, 18–20
Computer-aided job evaluation (CAJE), 249
Concessions, 363–4
Conditions of service, 298–323

Conflict cycle, 368
Conflict resolution, 367–80
Conformity, 26
Consensus, 259–60, 261
Construct-related validity, 164
Consultancy model of HRM, 64–5, 74
Consultation, 381–90, 410–11
Content-related validity, 164
Contingency studies, 36–7, 44, 48–52
Contract manager model, 79
Contracts, 299–300, 391–420
Contribution-based pay, 276–7
Contribution plans, 212–13
Corporate strategies, 86
Cost-effectiveness, 137, 216–17, 230–1, 232–5
Cost-of-living increases, 275–6
Costs, 109, 210, 272–3, 353
Counselling, 314–15
Covenants, 397–8
Coverage plans, interviews, 174–5
Craft societies, 329–30
Criterion-related validity, 163
Critical incident reviews, 140
Culture of organizations, 94, 97
Current resources assessment, 117–18
Curriculum vitae (CV), 154

Data Protection Act (1998), 430–2
Decision banding, 258–9
Decision-making, 108–9, 176–8
Delegation, 128–9
Demand assessment, 114–16
Demographic changes, 78–9, 93, 108
Descending participation, 381–2
Development of staff, 181–241

see also Training
Differential piecework, 265
Dilution, 68
Direct consensus method, 259–60
Direct observation, 138
Director remuneration, 293–6
Disability Discrimination Act, 428–9
Discipline procedures, 315, 372–5, 404–5, 435
Discretion, 246–7, 257–8
Discretional increments, 279–80
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Discrimination, 146, 178, 248, 403, 421–30
Dismissals, 400–8
Disputes, 348, 367–80, 394–5
Distributive bargaining, 357, 358–66
Divided box, 280
Donovan Report (1968), 74

EAT see Employment Appeal Tribunal
Economic policy 1968–79, 75–6
Education see Training
Effectiveness, 127–42, 161–2, 196–9, 214–16,

448–9
Efficiency, 448
Electronic communication, 9
Emotional intelligence, 10–11, 131
Employee relations, 110, 337–40, 432–3
Employee selection see Selection
Employee share schemes, 287–9
Employers’ associations, 347–8, 377–8
Employment agencies, 147, 148–9
Employment Appeal Tribunal (EAT), 394
Employment legislation:

1968–79, 75
discipline procedures, 372
discrimination, 146, 178, 403, 421–30
employee relations, 339
equal value, 248, 261, 422–3
hours of work, 300
institutions/contracts, 391–420
managing relationships, 421–43
trade unions, 336

Employment management, 69–70, 83
Employment Relations Act, 339, 432–3
Employment Rights Act (1998), 394–5
Employment tribunals, 393–4, 408, 411, 422–3
Engineering industry, 377–8
Environment:

group behaviour, 30
human resource planning, 112–13
individuality, 3
job descriptions, 132
motivation, 11, 14, 16–17, 20
organizational research, 48–52

Equal Pay Act (1970), 422
Equal value, 248, 261, 422–3

European Union (EU), 385–9, 391
European Works Councils (EWCs), 387–9, 432,

436–7
Evaluative inquiry method, 223
Executive remuneration, 292–6
Express terms, 397

Factor comparison schemes, 255–7
Factory Acts, 441–2
Family-friendly policies, 418–20
Feedback, 201–3
Fiedler’s contingency model, 36–7
Field theory, 16–17
First World War, 68, 332
Fit approach, HR strategy, 91–2
Fivefold grading system, 137
Fixed incremental scales, 279
Fixed-term contracts, 399–400
Flat rate wages, 264
Flexible benefits, 291–2, 293
Flexible working hours, 304–6
Flexible working practices, 76–7, 147, 299–310
Forecasts, 112–16
Frames of reference, 325–6
Functional approach, 32–3, 38–9, 117

Gainsharing schemes, 267–9
Gender, 78, 248, 261

see also Women
General Strike (1926), 333
Grade funnels, 280–1
Grading schemes, 250–1, 269–70, 271
Grievance procedures, 375–7, 405–6
Group incentive schemes, 265–9
Group situational tests, 167–8
Groups, 21–41

collective bargaining, 345–7
conflict resolution, 376–7, 379
induction, 184–5, 189–90
negotiations, 361–2

Guarantee payments, 416–17
Guide chart profile (Hay MSL), 254–5

Harassment, 425, 427
Harvard analytical framework, 85, 86
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Harvard Department of Social Relations, 34
Hay MSL Ltd guide chart, 254–5
Health, 133, 302–3, 311, 417

see also Stress
Health and Safety at Work Act (1974), 439–42
Herzberg’s theory, 14–15, 278
Hierarchies, 13, 250–1
Holiday entitlements, 307
Homeworking, 302, 304
Hours of work, 299–309, 415
Human relations approach, 43, 46
Human resource management (HRM):

definitions, 62–3
models, 64–5, 74, 79–80

Human resource planning, 107–24, 217
Human resource strategy, 84–106

Immunities, trade unions, 434
Implied terms, 397
Incentive schemes, 265–9, 283
Incremental scales, 279–80
Individual differences, 3–20
Individual information, 318–20, 430–1
Induction, 183–91
Industrial action, 438

see also Strikes
Industrial relations (IR), 72–5, 325–443

collective bargaining, 341–56
consultation, 381–90
definition, 325
disputes resolution, 367–80
HR planning, 110
institutions/contracts, 391–420
negotiation techniques, 357–66
policies, 352–6

Industrial revolution, 65–6, 330
Inefficiency, 373–4
Inflation, 275–6
Information and Consultation of Employees

Regulation 2004, 383
Information disclosure, 436–7
Information systems, 81, 317–20
Institutional agencies, 147, 148
Institutions, legislative, 391–420
Integrative bargaining, 357–8, 381–90
Intelligence quotient (IQ), 10–11

Internal bargaining process, 350–1
Internal markets, 52
Internet, 54, 150–2
Interviews:

counselling, 314–15
coverage plans, 174–5
effective use, 173–8
induction programmes, 187–9
job analysis, 138–9
pattern variations, 172–3
potential review, 208–9
selection, 166, 168, 169–79

Inventories, 167
IQ see Intelligence quotient
IR see Industrial relations
Itemized pay statements, 416

JCCs (joint consultative committees), 382–5
Job analysis, 127–42, 152–3
Job centres, 148
Job definition, 246
Job descriptions, 132–7, 141

see also Job profiles
Job evaluation, 245–62, 270–2
Job families, 248, 250
Job profiles, 129, 130, 249, 254–5
Job satisfaction, 15
Johari window, 5
Joint consultation, 68, 72, 382–5

Kahn’s model, 47–8
Key performance indicators, 98–9
Kolb’s learning cycle, 225–6

Labour Party, 77, 331, 334, 336, 345, 385
Labour turnover, 118–21, 183–4
Language use, 43
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