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FOREWORD

Although the Asia Pacific region is being hailed as the largest and fastest 
developing economic theatre of the world, scholarly research in the critical 
area of human resource management focusing on this region has been 
sparse. The key question as to what extent human resource policies, prac-
tices and, most importantly, organisational cultures need to be examined not 
only in the industry or corporate contexts but also in the diversity of this 
region remains an unexplored area. Therefore it is wonderful to see three 
highly reputed scholars from Australia, Malaysia and the UK bring together 
this edited volume titled Asia Pacific Human Resource Management and Organ-
isational Effectiveness. To their credit, the editors have assembled a number of 
experts from the Asia Pacific region with deep understanding and informed 
thinking.

Some four decades ago Japanese culture-bound human resource prac-
tices drew global attention. More recently, new models of human resource 
management have been taking shape in China and India. It is therefore 
highly timely to take a fresh look at the human resource underpinnings of 
organisational effectiveness in the Asia Pacific region. This volume opens up 
a potential due both to its scholarly tone and meaningful practical insights. 
Unless the mainstream conceptual foundations of the disciplines of human 
resources and organisational effectiveness, including the challenges facing 
human capital management in closing the gap in traditions and historical 
practices and aligning with the divergent context of the Asia Pacific region, 
they will be rendered irrelevant both to academics and practitioners. The 
current volume most certainly adds to this far-reaching imperative in a 
commendable way.

The book is organised into three parts, namely Contextual Frameworks, 
Regional HRM Perspectives, and Employment Relations and Islamic Per-
spectives, and contains eleven chapters. The themes emphasised in the book 
are the policies and practices of HRM as well as distinctive features of 
organisational effectiveness in the Asia-Pacific region. The most important 
research issues are balanced in terms of their conceptual and empirical as 
well as practical implications. Interestingly, the synergies generated in the 
overall contributions from both new researchers as well as experienced 
scholars have been remarkably impactful. Countries under focus in this 
book include Australia, the UK, Singapore, Malaysia, India, Vietnam and the 
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Maldives, and it is interesting to note the underlying thematic connections 
in their micro foundations of ideas.

The editors deserve to be commended for bringing together such an 
impressive volume. I hope this effort will serve the purpose of fostering new 
research interest on the region and spark fresh thinking by opening up of 
new frontiers in the discipline of human resources studies.

Emeritus Professor Samir Ranjan Chatterjee
Asia Business Centre – Curtin University

Asia Pacific Human Resource Management and Organization Effectiveness
Alan Nankervis, Chris Rowley and Noorziah Mohd Salleh

Preview by Dave Ulrich

What a delight to preview this edited book of thoughtful essays on why 
and how HR practices will deliver organization effectiveness in Asian 
settings.

Nankervis, Rowley and Salleh do an outstanding job synthesizing and 
weaving together the themes of the insightful essays in both the introduc-
tory and conclusion chapters, so I will not repeat their observations.

The reason I like this book so much is that it addresses some of the 
major issues in the HR profession in rigorous and creative ways.

 1.  How does HR add value?
The profession of HR has evolved from creating value primarily through 
administrative efficiencies embedded in policies and practices. The field has 
pivoted to also delivering value through talent (more competent and com-
mitted employees) and culture (more robust and defined organization capa-
bilities) that not only cedes strategy, but builds confidence in customers and 
investors. The essays in this book show the value of HR to important orga-
nizational outcomes. HR is not about HR per se, but about how HR can 
help the organization better deliver to customers and investors through 
talent and culture. These essays also point out that defining the organiza-
tional outcomes of HR is still a work in progress. The variety of approaches 
and analyses continues to show that HR impact on organization effective-
ness is possible and gaining momentum.
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 2.  How does HR vary by geography?
Anyone who has visited multiple countries recognizes both similarities and 
differences across country boundaries. This multicultural view has been 
documented by thoughtful colleagues who show differences in values and 
practices. Most also recognize the enormous rise of the Asian region. But 
fewer appreciate some of the subtle differences between Asian countries. 
The essays in this anthology do a wonderful job of looking at subtle, but 
important, differences among HR practices and approaches in Australia, 
Brunei Darusallam, India, Indonesia, Malaysia, the Maldives, Singapore and 
Vietnam. What a delight to peek inside these countries to see meaningful 
differences that show how HR can adapt to cultural settings. By recognizing 
geographic differences within Asia, HR thought leaders can begin to 
become more granular in their recommendations for HR investments.

 3.  What does it take to be an effective HR professional?
Every HR professional association wants to codify, certify and improve HR 
professionals. There are many approaches to doing so. The divergence of this 
approaches is a strength of our field as we learn what it means to be an effective 
HR professional. These essays contribute to these important conversations. 
HR professionals have to know themselves and to know how to build rela-
tionships with others so that they can positively impact their organization.

In brief, this delightful book offers insights on the HR profession’s defi-
nition of value, geographic granularity and personal HR competencies that 
will keep HR central to important business discussions.

Asia Pacific Human Resource Management and Organizational Effectiveness
Alan Nankervis, Chris Rowley and Noorziah Mohd Salleh
Publisher: Elsevier, 2016
Expert Testimonial (Recommendation)

Nankervis, Rowley and Salleh are well-established and well-recognized 
authors who have written an invaluable book that describes the relation-
ships among human resource management policies and practices and 
organizational effectiveness in the Asia Pacific region of the world. As they 
note, there have been many studies that have investigated these relationships, 
but they have been largely conducted in large organizations headquartered 
in Western countries, in particular North America and Europe. The authors 
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provide an excellent framework on human resource management and 
organizational effectiveness and then allow their contributing authors the 
freedom to utilize that framework and focus on aspects of it that are most 
interesting and relevant within their countries. As a consequence the reader 
is provided with a variety of topics on specific aspects of human resource 
management and organizational effectiveness within several countries in 
Asia, namely India, Vietnam, Malaysia, the Maldives and Australia. Each 
contributing author is a country expert and has deep knowledge of the 
country being described. In addition to these five country chapters, there is 
a chapter that discusses human resource management and organizational 
effectiveness from a union perspective, and a chapter that explores organiza-
tional effectiveness from an Islamic perspective. Nankervis, Rowley and 
Salleh do an excellent job in their concluding chapter, as well as the 
introductory chapter. Overall, the reader, whether academic or HR profes-
sional, will find the book to be filled with very interesting information and 
insights into the relationships between human resource management and 
organizational effectiveness regarding specific aspects of human resource 
management, all of which make for a valuable contribution to the field.

Randall S. Schuler, Distinguished Professor of Strategic International 
Human Resource Management, Rutgers University, New Brunswick, 
New Jersey, USA

Samir Ranjan Chatterjee
Emeritus Professor Samir Ranjan Chatterjee, Asia Business Centre – Curtin 

University, Australia
Although the Asia Pacific region is being hailed as the largest and fastest 
developing economic theatre of the world, scholarly research in the critical 
area of human resource management focussing on this region has been 
sparse. The key question as to what extent human resource policies, prac-
tices and most importantly, organisational cultures, need to be examined not 
only in the industry or corporate contexts but also in the diversity of this 
region remains an unexplored area. Therefore it is wonderful to see three 
highly reputed scholars from Australia, Malaysia and UK bring together this 
edited volume titled, Asia Pacific Human Resource Management and Organisa-
tional Effectiveness: Impacts on Practice. To their credit, the editors have assem-
bled a number of experts from the Asia-Pacific region with deep 
understanding and informed thinking.
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Some four decades ago Japanese culture-bound human resource prac-
tices drew global attention. More recently, new models of human resource 
management have been taking shape in China and India. It is therefore 
highly timely to take a fresh look at the human resource underpinnings of 
organisational effectiveness in the Asia-Pacific region. This volume opens up 
a potential both due to its scholarly tone and meaningful practical insights. 
Unless the mainstream conceptual foundations of the disciplines of human 
resources and organisational effectiveness, including the challenges facing 
human capital management in closing the gap in traditions and historical 
practices and aligning with the divergent context of the Asia-Pacific region, 
they will be rendered irrelevant both to academics and practitioners. The 
current volume most certainly adds to this far reaching imperative in a 
commendable way.

The book is organised into three sections, namely, contextual frame-
works, regional HRM practices and employment relations & Islamic per-
spectives and contains eleven chapters. The themes emphasised in the book 
are the policies and practices of HRM as well as distinctive features of 
organisational effectiveness in the Asia-Pacific region. The most important 
research issues are balanced in terms of their conceptual and empirical as 
well as practical implications. Interestingly, the synergies generated in the 
overall contributions from both new researchers as well as experienced 
scholars have been remarkably impactful. Countries under focus in this 
book include Australia, UK, Singapore, Malaysia, India, Vietnam and the 
Maldives, and it is interesting to note the underlying thematic connections 
in their micro foundations of ideas.

The editors deserve to be commended for bringing together such an 
impressive volume. I hope this effort will serve the purpose of fostering new 
research interest on the region and spark fresh thinking by opening up of 
new frontiers in the discipline of human resources studies.
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CHAPTER 1

Introduction: human resource 
management and organisational 
effectiveness – an overview and 
synthesis
A. Nankervis, C. Rowley, N.M. Salleh

INTRODUCTION

An important major challenge for human resource (HR) professionals and 
for HR management (HRM) research and the associated literature has been 
to establish clear, robust evidence concerning the relationships between the 
contributions of HRM systems, processes and functions to organisational 
effectiveness. While strategic HRM (SHRM) theory proposes and pro-
motes these linkages as a key foundation, supportive empirical work has 
been limited and largely confined to small-scale studies conducted in the 
West, most commonly in particular sectors or large organisations. Few such 
studies have been undertaken in the Asia Pacific region. Our book presents 
contemporary research from this region to explore the relationship between 
HRM systems and practices and organisational effectiveness both concep-
tually and empirically through an Asia Pacific contextual lens. Accordingly, 
our book adds to both the existing literature on this issue and aims to 
encourage further research on such aspects as differences and similarities 
between these linkages in Asian and Western contexts, diverse sectors, local 
and multinational companies (MNCs) and organisations and larger versus 
smaller organisational types.

This chapter first briefly explores the theory on HRM and organisa-
tional effectiveness and the proposed conceptual links between them. We 
then explain the rationale, sequence and content of each chapter and con-
clude with a discussion of their overall implications for researchers, HR 
professionals and organisational managers who have an interest or an invest-
ment in the Asia Pacific region.
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CONCEPTS OF HUMAN RESOURCE MANAGEMENT

HRM for some commentators emerged with the greater individualism 
post-1980s, although the management of people is not new. Indeed, writ-
ing on the area dates back to at least the first century, with Columella, a 
Roman farmer whose De Rustica featured one of the earliest tracts on 
people management. Two or three millennia ago Chinese and Indians 
wrote manuals on how to effectively manage people. Sun Tzu and The Art 
of War has been revived in the West but his work and that of the unknown 
authors of the ‘36 Strategies’ remain in use in Asian management. The 
Indian Bhagavad Gita has been a basis for managing in South Asia, even 
when the Hindu origins of the advice is no longer considered.

HRM itself has been defined in many different ways and from diverse 
perspectives. In its most basic sense the term describes the primary func-
tions of HR professionals, such as resourcing, rewards, development and 
employee relations (Rowley, 2003; Dessler et al., 2005; Rowley and Jackson, 
2011; Nankervis et al., 2013). Broader definitions consider HRM to be ‘a 
pattern of shared basic assumptions’ which is disseminated throughout the 
organisation in order to ensure the ‘external adaptation’ of organisations to 
their industries and markets on the one hand, and to assure the ‘internal 
integration’ of all institutional HRM systems, processes and practices in 
order to progress organisational goals and desired outcomes on the other. 
This is also referred to as external and internal ‘fit’ (Wright and Snell, 1998), 
which emphasises the importance of the horizontal integration of all HRM 
activities with each other and the vertical alignment of these with an organ-
isation’s business strategy.

For Fitz-enz (2000) HRM combines the knowledge, skills and attitudes of 
employees with other factors, such as the diverse information possessed by 
employees and their willingness to share it with, and for, their organisations. The 
concept of human capital management encapsulates these ideas, linking data, 
people and organisational effectiveness (Cascio, 1989; Fitz-enz, 2000). Other 
authors have attempted to determine the nature of this relationship between 
employee and organisational performance (Delaney and Huselid, 1996; Dessler 
et al., 2005; Nankervis et al., 2013). From these perspectives, employee perfor-
mance is enhanced through greater efficiency and effectiveness in such HRM 
functional areas as job design, recruitment and selection, learning and develop-
ment, and performance review, together with dynamic employment relation-
ships in response to both internal and external environmental triggers (Delaney 
and Huselid, 1996; Dessler et al., 2005; Nankervis et al., 2014).
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Theoretically, for some commentators the key objective of HRM is to 
support organisations in achieving their objectives by developing and 
implementing HR strategies that are integrated with business strategy to 
contribute to the development of a high-performance culture in order to 
ensure that the organisation has the talented skilled and engaged people it 
needs and to create a positive employment relationship between manage-
ment and employees (Armstrong and Taylor, 2014). Thus the aims of HRM, 
at one level, are to enhance employees’ skills and increase employee engage-
ment levels, which may then lead to increased organisational efficiency 
(Lepak and Snell, 2002). To achieve those aims, Renwick (2003) suggested 
three HR manager roles: ‘Policy-Makers’, ‘Advice Providers’ and ‘Adminis-
trators’. Subsequently, Crouse, Doyle and Young (2011: 39) asserted that 
functional HRM roles have been ‘supplanted by a more strategic role’ with 
different levels of competencies. According to Nankervis et al. (2014), these 
new competencies include business, change management, data collection 
and analysis, consulting, programme evaluation and accountability skills. 
Ulrich’s studies used large global samples to support an HR competency 
model of: ‘Strategic Positioner’, ‘Capability Builder’, ‘Change Champion’, 
‘Technology Proponent’, ‘HR Innovator and Integrator’ and ‘Credible 
Activist’ (Ulrich et al., 2013: 24). Lawler (2005: 167) endorsed the crucial 
business partner role of effective HRM professionals. He argues that HRM 
‘needs to move beyond … traditional personnel functions … to adding 
value through directly improving the performance of the business’ (our italics). It can 
do this by effective talent management, helping with change management, 
influencing business strategy, and a host of other high-value-added activities 
that impact organizational effectiveness (OE).

Finally, the different challenges and influences of national cultures on 
HRM roles and the consequent ways in which organisational effectiveness 
is achieved is a key research focus. Authors such as Rowley (1997a, 1997b), 
Rowley and Benson (2002, 2003a, 2003b), Rowley et al. (2004), Rowley 
and Warner (2008), Chatterjee and Nankervis (2007), Nankervis et al. (2006, 
2013) and Yeung et al. (2008), among others, have discussed the case for the 
‘convergence’, ‘divergence’ or even ‘cross-vergence’ of HRM systems and 
practices, especially in the Asia Pacific region. They have also researched the 
distinctive cultural characteristics of countries such as South Korea (Rowley 
and Bae, 2003), China, India, Vietnam, Taiwan, Indonesia, Singapore, Malay-
sia and Thailand, which may influence HRM and organisational effective-
ness and the links between them. Some of these cultural features include 
more paternalistic management styles, respect (and sometimes reverence) in 
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relationships between management and employees, acceptance of authority, 
eagerness to work for organisations which share similar values, employee 
loyalty and demands for ongoing learning and development opportunities. 
Based on such cultural values, Rowley et al. (2004) and Yeung et al. (2008) 
suggested that an esoteric ‘Asian model’ of HRM is in evolution, based on 
their studies of Japan, China and South Korea, while Chatterjee and 
Nankervis (2007) and Nankervis et al. (2013) proposed a ‘new HRM model’ 
for Indian and Chinese organisations.

HRM AND ORGANISATIONAL EFFECTIVENESS

Like HRM itself, organisational effectiveness can be considered from differ-
ent perspectives. Traditionally, ‘effectiveness’ was largely equated with quan-
titative objectives, such as financial performance and hence HRM 
imperatives centred on cost containment or cost reduction in functions 
such as staffing, training, and the rewards and benefits systems. Narrow 
organisational performance measures, such as balance sheets, return on 
investment, shareholder value, profitability levels and comparative competi-
tive statistics influenced the levels of recruitment and the amount of 
employee training or management development, with emphases on greater 
productivity per employee.

More recent perspectives have adopted a multi-stakeholder model of 
effectiveness, a broader concept than performance. As Schuler and Jackson 
(2014: 40) explained: ‘Today’s more comprehensive model of HRM and OE 
includes elements of the external global environment, the internal organisa-
tional environment, the HRM system and multiple stakeholders.’ Expanding 
on these themes that effectiveness involves multiple stakeholders and qualitative 
as well a quantitative measures, Brewster et al. (2000) identified the broad 
benefits or contributions of SHRM. These include contributions to: the goal 
accomplishment and survival of the company; successful implementation of 
business strategies; enhancing competitive advantage, responsiveness and 
innovation; and competitive advantage, as part of HRM’s ‘Strategic Business 
Partner’ (SBP) role. Others have suggested that the future of HRM lies in 
‘understanding and supporting activities that create sustainable capability and 
external shareholder value’ (Donaldson, 2006: 1) and improving both 
employee and shareholder satisfaction; and that ‘organisational capabilities, 
such as talent, speed, collaboration, accountability, shared mindset, learning 
and leadership are the deliverables of HR … [which] contribute to an organ-
isation’s market value’ (Kramar, 2006: 7).
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In short, some argue that the relationship between HRM and organisa-
tional effectiveness is one of the key outcomes of SHRM. The moderator 
between SHRM and organisational effectiveness is employee performance 
and consequently HRM’s role is to increase both employee performance 
and organisational effectiveness. For Ulrich (1997) HRM can deliver busi-
ness effectiveness in four ways. This involves HR professionals who should:
 •  be closely involved in the execution of business strategy;
 •  provide expertise in work performance issues, including cost-reductions 

and quality;
 •  represent employee concerns and enhance competence and  

engagement;
 •  drive change management processes and enhance its organisational 

capacities here.
In summary, while there is a growing body of theory and empirical evi-

dence that HRM strategies, policies and practices influence organisational 
effectiveness, there is a need for further studies which identify the associated 
relationships and specific variables. In our book, organisational effectiveness 
is considered as a broader concept than mere organisational performance 
and includes a range of quantitative and qualitative dimensions. These 
dimensions encompass specific business outcomes, shareholder value per-
ceptions, competitive capabilities, employee satisfaction and engagement 
and long-term sustainability. Our next section explores the particular con-
textual challenges posed for HRM researchers and professionals in the Asia 
Pacific region.

HRM AND ORGANISATIONAL EFFECTIVENESS  
RESEARCH IN THE ASIA PACIFIC

Some Asia Pacific HRM studies have attempted to determine whether 
competitive advantage can be achieved through people and leads to organ-
isational effectiveness (Long and Wan Ismail, 2008). Some authors have con-
cluded that HRM do have positive causal effects on organisational 
effectiveness (Hoe, 2013). In particular, the notion of ‘best practice’ in HRM 
has received considerable attention, even in Asia (Kwon et al., 2010; Lawler 
et al., 2011; Lin et al., 2014). Although the adoption of contemporary HRM 
systems is reportedly slow and cautious in many Asia Pacific countries 
(Cheah-Liaw et al., 2003), some studies have shown that effectiveness in 
managing HR may also lead to improved business performance and overall 
organisational effectiveness (Armstrong and Baron, 2002; Zheng et al., 2006; 
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Singh, 2004) and if neglected might have detrimental impacts. As an illustra-
tion of this, one study found a strong positive relationship between HRM 
practices and labour productivity mediated by HR outcomes in manufac-
turing small and medium-size enterprises (SMEs) in Japan, where many 
firms had gone out of business and new firm entry rate had a downward 
trend (Gamage, 2015). According to some, one of the reasons for high rates 
of business failures here is the lack of attention to the human side of their 
businesses.

Other regional studies have also shown a positive effect between HR 
practices and improved organisational performance and effectiveness. In 
Malaysia, for example, one study of particular HRM functions – training, 
employee participation, performance appraisal and job descriptions – found 
that in combination they can have a significant impact on organisational 
effectiveness (Tahsildari and Shahnaei, 2015). Another Malaysian study, 
using data from CEOs/managing directors, reported that they had specific 
expectations regarding the forms of HRM practice that should be devel-
oped by their HR professionals (Othman et al., 2001). These expectations 
were that HR managers needed to be competent in the main elements of 
HRM practices and use innovative techniques, such as developing employee 
participation, teamwork and productivity improvement, important capabili-
ties that were considered to be largely lacking in their HR professionals. 
Yang and Lin (2014: 61) concluded with regard to Taiwan that ‘HRM effec-
tiveness, including the delivery of high quality technical HRM and strategic 
HRM in a complementary manner, will result in positive firm-level out-
comes.’ A further Malaysian research project found the HR ‘business partner 
role is positively related with HRM effectiveness’ (Yusoff, 2012: 1).

Studies on the Asia Pacific largely suggest that an organisation’s chosen 
‘bundle of HR practices’ affects overall business performance and effective-
ness (Osman et al., 2011; Tahsildari and Shahnaei, 2015). As well as these 
HRM practices, employees’ perceptions also play an important role in the 
prediction of organisational commitment, which also may contribute to 
organisational performance. However, it is argued that these perceptions are 
partially mediated by procedural justice expectations (Chang, 2005). 
Employees’ knowledge, skills and acquisition of expertise and employees’ 
satisfaction have also been seen to be associated with organisational effec-
tiveness. In Chang’s (2005) study, organisational effectiveness was measured 
by assessing the satisfaction and commitment level of employees and cus-
tomers. Satisfaction and commitment, in turn, were measured by already 
established tools. Correlation techniques showed that human capital 
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development had a strong significant positive relation with the satisfaction 
levels of the employees and customers and which would eventually lead to 
increased organisational effectiveness. At a broader level, Ulrich and Sutton 
(2010) explored the nature of Asian leadership styles into the future and 
concluded that they will need to be transformed in order to better drive 
organisational effectiveness within Asia’s increasingly competitive and 
dynamic environments, while Rowley and Ulrich (2014) distinguish the 
importance of effective leadership in Asia and organisational performance.

The findings of many studies in both Western and Asian contexts have 
shown the importance of HRM practices for organisational effectiveness. 
However, the cause-effect nature of the relationship is still unclear and there 
is a dearth of empirical evidence which sheds light on the variables in this 
relationship. Nevertheless, the primary objectives of SHRM for many are to 
contribute to a profitable and sustainable organisation, increase workforce 
competency and engagement, develop excellence in HR management and 
create a dynamic and productive work environment.

Our book contributes to helping us understand this ongoing conun-
drum better by presenting a collection of research on the Asia Pacific region. 
The following section summarises the ideas on this key HRM challenge 
within the relatively unexplored regional context of Asia.

STRUCTURE AND CONTENT

The Asia Pacific countries considered in this volume are Australia, Brunei 
Darusallam, India, Indonesia, Malaysia, the Maldives, Singapore and  
Vietnam, with further broad discussion of the present and future roles of the 
Association of South East Asian Nations (ASEAN). Many of the chapters 
were originally prepared as papers presented at the First HRM and Organ-
isational Effectiveness Conference, co-hosted by Curtin University and 
Universiti Technologi Mara (Sabah) at Kota Kinabalu, Sabah, in  
December 2014.

The chapters are divided into three parts. The first part contains two 
conceptual chapters which explore broad contextual issues likely to have an 
impact on the relationship between HRM and organisational effectiveness 
in different regions and in particular organisations. The second part includes 
five chapters which present empirical research on HRM roles and compe-
tencies and their relationship to organisational effectiveness in Asia Pacific 
countries – specifically, India, Vietnam, Malaysia, the Maldives and Australia. 
The final part of the book contains two complementary chapters which 
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analyse the influences of Asian employee relations systems and Islamic tradi-
tions on the HRM-organisational effectiveness relationship. The final chap-
ter then revisits the content and details the types of HR practitioner 
literature to place current debates in conetext, and summarises the overall 
contributions of the book together with some discussion of their implica-
tions for both senior and HR managers and researchers.

In Part 1, we start with Chen and Wong’s chapter as it provides a useful 
contemporary overview of the challenges and opportunities associated with 
the formation of the new Asian Economic Community (AEC) in 2015, 
including the likely ‘winner’ and ‘loser’ countries. In particular, it reveals that 
Singapore has significant talent attraction and retention opportunities rela-
tive to Malaysia, Thailand, Indonesia and the Phillipines, but may struggle to 
retain its competitive advantage in competition with Australia and New 
Zealand due to their more attractive employment conditions and lifestyle 
issues. Given the immense projected increase in HR mobility envisaged by 
the AEC, the relationship between HRM and organisational effectiveness 
may well become a crucial factor in such developments.

The third chapter, by Hosie et al., presents an entirely different macro-
perspective on the nexus between HRM and organisational effectiveness. 
An intra-psychic lens is used to explore the transference of Western theories 
of emotional intelligence, mindfulness and neurobiological science to Asian 
cultures and their HRM practices, given the significant cultural differences 
in emotional expression between them. They consider the applications of 
these concepts to management practices of teamwork, job performance, 
productivity and leadership and overall organisational performance. It con-
cludes that a better understanding of HRM practice in Asian cultures of 
self-reflection, contemplative practice and meditation can also be valuable 
in Western contexts.

In Part two, in contrast, Chapter 4 analyses the unethical practices of two 
major Australian banks during and after the global financial crisis. Given 
that HR professionals are often charged with maintaining ethical standards 
and codes of conduct in organisations, Montague et al. investigate the rhet-
oric and realities of corporate social responsibility and moral principles 
within the banking sector and explain how unethical behaviours may erode 
stakeholders’ (employees’ and customers’) commitment and engagement, 
with serious consequences for both perceived and actual organisational 
effectiveness. It also suggests how various HRM practices can be enhanced 
through careful attention to the inclusion of ethical behaviours and their 
reinforcement in all organisations.



Introduction 9

The following three chapters focus on the relationships between HRM 
roles and competencies and organisational effectiveness in five different Asia 
Pacific countries. First, in Chapter 5 Ananthram’s research on the HRM 
‘SBP’ role in Indian MNCs evaluates effective HRM roles from the per-
spective of CEOs and managing directors. The findings suggest that SHRM 
is most productive for corporations when it encompasses three key compo-
nents: ‘Strategic Agility’ (external fit), ‘Knowledge Management’ and ‘Man-
agement Development’ (internal fit). It concludes that the SBP role of 
HRM is especially critical for MNCs operating in complex and dynamic 
business environments focused on competitive advantage, especially in the 
Asia Pacific region.

Chapter 6 reports the findings of Prikshat et al.’s three-country study 
which aimed to ascertain their relative stages of HRM development from 
an administrative to a more SHRM role and their associated contributions 
to organisational effectiveness. Using a new ‘Model of (HRM) Excellence’ 
developed by the Australian HR Institute in conjunction with the Univer-
sity of Michigan, data was collected from HR and non-HR managers in 
Vietnam, Malaysia and India. The study found that while there are differ-
ences in the forms and applications of SHRM across diverse ownership and 
industry types, overall most HR roles in all three countries were still pri-
marily that of functional expert, having progressed from purely administra-
tive roles but not yet developed fully as SBPs. It identifies some differences 
between countries, industry sectors and organisational types, but concludes 
that HRM in these three countries was in a transitional phase, moving 
inexorably from an administrative to a more strategic role.

The following Chapter 7 analyses the application of concepts of social 
capital and HRM devolution to the links between HRM, line managers 
and organisational effectiveness. This uses a sample of hospitality resorts in 
the Maldives. Najeeb used interviews with resort managers, field observa-
tions and analysis of secondary sources to explore how these managerial 
relationships enhanced HRM practices and organisational effectiveness 
within a dynamic and higly competitive industry environment. The findings 
suggest that there is an ‘interaction effect’ between HR professionals and 
line managers as they contest and reconcile their interests and roles. Produc-
tive synthesis of these inherent conflicts in organisations may contribute to 
enhanced organisational effectiveness.

Chapter 8, in contrast, focuses on the relationships between SHRM and 
work quality in nine Australian case study organisations by Connell and 
Burgess. They developed a four-dimensional analytical framework based on 
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the 2012 Eurofound survey – job prospects, intrinsic job quality, extrinsic 
job quality and working time quality – to explore practical HRM applica-
tions in a variety of states and sectors. Demonstrating that organisational 
effectiveness has both qualitative as well as quantitative components, it asso-
ciates work quality with well-being from the employees’ perspective. The 
findings suggest that good work quality (on all four dimensions) is highly 
likely to result in higher productivity and enhanced organisational effective-
ness, evidenced by lower rates of employee turnover, absenteeism and tardi-
ness on the one hand and improved employee well-being on the other.

Part three of the book contains two chapters with quite diverse perspec-
tives on the linkages between HRM and organisational effectiveness. The 
first, Chapter 9, provides an interesting insight into developing trade union 
relationships with their members and the government in Malaysia. Salleh 
et al. analyse the effectiveness of unions in the manufacturing sector in rela-
tion to their representation of the collective ‘voice’ of members’ needs, par-
ticularly with respect to negotiations over salary, security and safety and 
whether they assist in the satisfaction of employees’ self-esteem and self-
actualisation needs. In an era of significant price rises and a decline in union 
influence on governments, the study questions whether unions can be 
strengthened through the facilitation of expressions of member ‘voice’.

Chapter 10, in contrast, provides a fascinating conceptual framework for 
the analysis of employee job satisfaction from an Islamic perspective. Asmad 
et al. use traditional Western notions of extrinsic and intrinsic job satisfac-
tion determinants as their basis to explore how they are applied in Islamic 
organisations in Malaysia, Indonesia and Brunei Darussalam. The chapter 
employs specific examples of Islamic concepts and principles in order to 
demonstrate the differences (and similarities) between these organisations 
and their Western counterparts, within and outside these countries. The 
conclusion is that Islamic organisations are more likely to favour intrinsic 
rather than extrinsic approaches towards employee job satisfaction, with 
emphases on religious values, personal goals and community service. It may 
be inferred from this that qualitative HRM contributions, as well as quan-
titative components, are required to ensure effectiveness in such 
organisations.

Finally, Rowley et al. in Chapter 11 summarises the overall content and 
themes of the chapters included and grounds them in the context of HR 
professionals and their different roles and development. It provides some 
constructive implications and applications for all senior and HR managers 
and researchers in the Asia Pacific region.
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CONCLUSION

The research presented in various chapters of this volume encompasses many 
diverse Asia Pacific countries, together with both macro- and micro-HRM 
roles, systems and processes. The influences of different contextual frameworks 
and diverse perspectives are considered and compared with their Western 
counterparts. Limitations with respect to the coverage of HRM functions, 
Asia Pacific countries and industry sectors are acknowledged.

Our collection provides a valuable addition to the ongoing debate about 
the relationships between HRM and organisational effectiveness by including 
contemporary conceptual and empirical research on the issue in the Asia 
Pacific region and some less covered countries. The underlying assumptions of 
the book are that HRM and the associated roles and competencies of its HR 
professionals are major drivers of organisational performance and effectiveness 
and that organisational effectiveness blends both traditional quantitative mea-
sures, such as profitability, return on investment and competitiveness, with 
more qualitative measures, such as employee engagement, job satisfaction, 
corporate propriety and perceptions of overall stakeholder value.

We hope that the following chapters will serve to stimulate future dis-
cussion and argument on the conundrum of the relationship between 
organisational effectiveness and HRM and further to encourage researchers 
to broaden and deepen our understanding of them. This can be seen within 
the Asia Pacific region and beyond.
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CHAPTER 2

ASEAN and the AEC: challenges 
and opportunities for human 
resource management
D.J.Q. Chen, W. Su-Yen

INTRODUCTION

In the 1997 ASEAN Leaders’ Summit, the 10 member countries of the Asso-
ciation of South East Asian Nations (ASEAN) collectively agreed to adopt 
Vision 2020 – a vision to transform ASEAN into an economically stable, pros-
perous and highly competitive region with equitable development, anchored 
in the principles of achieving regional prosperity. The commitment to inte-
grate and transform ASEAN into an economic regional bloc was reaffirmed 
subsequently during similar summits in 2003 and 2006 with the collective 
agreement to advance ASEAN’s interest by creating the ASEAN Economic 
Community (or AEC for short) by the end of 2015 (ASEAN, 2008). The fol-
lowing section summarises the key characteristics and objectives of ASEAN.

ASSOCIATION OF SOUTH EAST ASIAN NATIONS

The Association of Southeast Asian Nations, or ASEAN for short, was 
founded on 8 August 1967 with the signing of the ASEAN Declaration in 
Bangkok, Thailand. Since its inception with five founding member states 
(Indonesia, Malaysia, the Philippines, Singapore and Thailand), ASEAN now 
comprises all countries in South East Asia, with its latest member, Cambodia, 
joining the Association on 30 April 1999 (ASEAN, 2008).

Broadly, the ASEAN was set up with the objectives to:
 •  accelerate economic growth, social progress and cultural development in 

the region;
 •  promote regional peace and stability;
 •  foster collaboration and mutual assistance on issues that are of common 

interest to the region;
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 •  assist member states in training and research facilities in education, pro-
fessional, technical, scientific and administrative fields;

 •  more effectively utilise agriculture and industries to improve the living 
standards of the region;

 •  promote South East Asia studies; and
 •  maintain and foster beneficial cooperation with other international and 

regional organisations with similar aims and purposes.
As a regional entity, ASEAN has signed several Free Trade Agreements 

(FTAs) and comprehensive economic partnership agreements with major 
economic players, such as Australia, China, India, Japan and the United States.

Collectively, ASEAN has a total population of approximately 625 mil-
lion, a combined nominal GDP (2013) of USD 2.4 trillion and foreign 
direct investment of USD 12 billion in 2013 (ASEAN, 2014b). The Organ-
isation for Economic Cooperation and Development (OECD) estimates 
that ASEAN will experience a steady year-on-year economic growth rate 
of approximately 5 per cent over the next decade (OECD, 2015). If growth 
in the region continues at a fixed rate of 5 per cent, the Asian Development 
Bank projects that ASEAN will be the fourth largest market in the world 
after the European Union, United States and China by 2050 (ADB, 2015).

In this Chapter, we will discuss:
 •  the key push and pull factors of talent in ASEAN and how these factors 

might lead to winners and losers among ASEAN countries in the war 
for talent;

 •  how the free movement of talent in the AEC will lead to both opportu-
nities and challenges on three levels – national, business and individual 
PME (professionals, managers and executives). In particular, we will 
address how these opportunities and challenges will impact the way 
human resources management (HRM) practitioners manage human 
capital in the increasingly dynamic ASEAN environment.

THE ASEAN ECONOMIC COMMUNITY

Similar in spirit to the formation of a common market in the European 
Union (EU), the AEC is envisaged to deepen and broaden ASEAN’s eco-
nomic integration through four main pillars (ASEAN 2014b):
 1.  to achieve a single market production base;
 2.  to build a competitive economic region;
 3.  to have equitable economic development;
 4.  to attain closer integration with the global economy.
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In support of establishing a single market and production base, and with 
specific reference to the responsibilities and contributions towards the 
development of a strategic regional human capital and HRM road-map 
member countries of ASEAN have agreed to:
 •  recognise professional qualifications from member countries in order to 

achieve free flow of services;
 •  standardise the issuance of employment passes across member countries 

to facilitate the free flow of skilled labour; and
 •  foster greater economic integration by eliminating tariffs and barriers to 

trade, harmonising capital market standards and creating customised 
integration with other regional economic blocs.
Although AEC is unlikely to fully meet all its objectives by its original 

target of 2015, the ambitious target serves as an important planning param-
eter that sets the wheels in motion for greater regional collaboration. To 
date, much has been achieved to support the formation of the AEC.

For example, to support the single market production base pillar, the 
ASEAN Trade in Goods Agreement has been in force since 2010 to ensure 
free flow of goods within the AEC by eliminating 99.2 per cent of the tariff 
line for six ASEAN member states (Brunei Darussalam, Indonesia, Malaysia, 
the Philippines, Singapore and Thailand); also, the ASEAN Framework 
Agreement on Services has been implemented to eliminate restrictions on 
trade services in 80 sub-sectors to allow foreign ownership in these sectors. 
To build the competitive economic region pillar, ASEAN countries have, 
for example, committed to pass competition policies and laws to offer cross-
border protection of consumers’ interest and intellectual property. Impor-
tantly, the ASEAN Open Sky Policy will enhance the connectivity of 
passengers and cargo in the region, enabling greater movement of people, 
goods and services.

To ensure that the formation of the AEC will lead to equitable eco-
nomic development across ASEAN, the ASEAN Framework for Equitable 
Economic Development was implemented to narrow the development 
gaps among members so as to achieve inclusive and sustainable growth that 
alleviates poverty. To better integrate ASEAN with the global economy, a 
number of Free Trade Agreements (FTA) have been signed with other 
countries or regional groups to strengthen trade links and to create business 
opportunities. These will be complemented by the projected Trans Pacific 
Partnership (TPP). ASEAN is currently in the process of negotiating a 
Regional Comprehensive Economic Partnership with its six FTA partners 
to create a mega trade bloc that has a combined GDP of USD 21.2 trillion 
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(approximately 30 per cent of total global GDP) and a population of  
3.4 billion people (approximately 48 per cent of the world’s population). 
Once concluded, the trade bloc will be the largest of its kind in the world.

From a policy standpoint, much has been implemented to ensure that 
the AEC is on track to meet its economic objectives. One aspect of the 
AEC that seems rather ambiguous at the current moment is how move-
ment of talent will be managed and how talent mobility will affect the tal-
ent profile of individual ASEAN countries- and by implications, HR 
policies of companies operating in these countries.

THE AEC, TALENT AND MOBILITY IN ASEAN

Despite the fact that the ASEAN Agreement on the Movement of Natural 
Persons was enacted to provide the legal framework to regulate cross-border 
movements of people and the Mutual Recognition Agreement was intended 
to facilitate cross-recognition of eight professional qualifications, there has 
been much disquiet on the grounds of the impact that the free movement 
of professionals and skilled labour will have on individual ASEAN countries 
(Promchertchoo, 2015).

With unequal economic and infrastructural development, divergent 
political systems and beliefs, differences in labour and talent attractiveness, 
and dissimilar financial and capital market structures, it is difficult to ignore 
scenarios where the AEC might lead to disproportionate benefits for some 
ASEAN member states while impoverishing others.

Talent development and attraction in ASEAN
To understand what might influence the development and attraction of tal-
ent in ASEAN, we turn to the 2014-2015 data of the Global Talent Com-
petitiveness Index (GTCI). The GTCI is an annual index published by 
INSEAD and its research partners that maps the relationships between eco-
nomics and social policies with talent growth and countries’ competitive-
ness. In its 2014-2015 edition, the GTCI provides talent competitiveness 
benchmarks for 103 countries based on 50 variables grouped into two main 
parameters of Input (Talent Enablers, Attract, Grow and Retain sub-pillars) and 
Output (Labour and Vocational Skills and Global Knowledge Skills sub-pillars) 
(see Table 2.1).

Using GTCI data from 2014-2015 we examined the correlation 
between the Input and Output parameters from countries in ASEAN and 
compared them with the correlation of the same variables from the global 
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Table 2.1 The GTCI 2014-2015 model 
Global Talent Competitiveness Index (GTCI)

Input Output

Enablers Attract Grow Retain
Labour and vocational 
skills

Global knowledge 
skills

Regulatory 
landscape

External openness Formal education Sustainability Employable skills Higher skills and 
competencies

Market landscape Internal openness Lifelong learning Lifestyle Labour productivity Talent impact
Business landscape Access to growth 

opportunities

Source: Lavin and Evans (2014).
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index. While the correlations are not definitive indices that explain causal 
relationships between the Input and Output parameters, they nonetheless 
provide an indication about the important potential drivers of in-country 
talent development and the pull factors that are deemed attractive to talent 
in ASEAN, as well as how such pull factors in ASEAN countries might dif-
fer from countries in the overall GTCI index.

By correlating the four Input sub-pillars (Enablers, Attract, Grow and 
Retain) with the two Output sub-pillars (Labour and Vocational Skills and 
Global Knowledge Skills), we found that the Enablers Input sub-pillar has the 
strongest relationship with the Labour and Vocational Skills Output sub-pillar 
and the Grow Input sub-pillar has the strongest relationship with the Global 
Knowledge Skills Output sub-pillar. This set of two correlational relation-
ships is stronger among ASEAN countries than countries in the overall 
GTCI index. What these results suggest is that any variations in the Enablers 
and Grow sub-pillars would bring about larger variations in the Output 
parameters among countries in ASEAN than similar correlations of coun-
tries in the overall GTCI index.

Looking at how specific indicators of Enablers and Grow sub-pillars affect 
Output parameters in ASEAN, we are keen to understand which factors 
among Enablers and Grow sub-pillars have the strongest impact on the devel-
opment of talent in ASEAN, and which specific aspects of Enablers and 
Grow sub-pillars would attract mobile talent to a particular ASEAN 
country.

Labour and Vocational Skills
Table 2.2 reveals that in the overall GTCI index, Labour and Vocational Skills 
are related to several different Enablers indicators. In the ASEAN sub-sample,  
however, the relationships between Enablers indicators and Labour and Voca-
tional Skills are more well-defined and can be distilled into three factors: 
business–government relationships, ICT access and research and develop-
ment (R&D) expenditure.

Juxtaposing these findings against the current talent landscape in ASEAN, 
it is not surprising to find Singapore, which has invested heavily in its ICT 
infrastructure, to be highly attractive to professionals, managers and 
executives (PMEs) from the region, especially PMEs from high value-added 
service industries such as software engineering, precision manufacturing, 
banking and finance.

Since the 1980s, the Singapore government has invested aggressively in 
the ICT sector and ICT infrastructure. Being a key driver of Singapore’s 
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growth, the ICT sector has generated approximately USD 22.44 billion 
(MTI, 2012) in revenue in 2010 and Singapore has continued to invest 
heavily in ICT. For example, in 2015 alone, Singapore has committed  
to invest approximately USD 1.8 billion (Mokhtar, 2015) to realise its  
‘Smart Nation’ vision. Comparatively, Malaysia, despite being significantly  
geographically larger than Singapore, is projected to have a governmental 
spending of approximately USD 1.34 billion on ICT development  
(Economic News Update, 2014) during the same time period. Similarly, 
other ASEAN countries such as the Philippines (USD 1.6 billion in 2015 –  
Casayuran, 2015) are spending comparatively less amounts of money to 
develop their ICT infrastructure vis-à-vis Singapore. Given that the growth 
and attraction of PMEs, productivity and pay to productivity ratios among 
ASEAN countries are most closely related to ICT access, it is highly plau-
sible that Singapore will continue to attract talent in high value-added 
industries from its neighbouring countries given its proportionally higher 
emphasis on ensuring that the nation continues to be one of the best wired 
in ASEAN.

Based on the 2014-2015 GTCI index, R&D was another important 
Enablers indicator that is closely related to the development and attraction 
of PMEs and growth in productivity indices. Compared to other countries 
in ASEAN, Singapore is known to be aggressive in courting multinational 
corporations to set up their regional headquarters and research laboratories 
in the country. In recent years, a large number of international corporations 
have set up research and development facilities in Singapore. For example, 

Table 2.2 Labour and vocational skills indicators, overall GTCI and ASEAN sub-samples
Labour and vocational 
Skills indicators Overall GTCI index ASEAN Sub-Sample

Secondary educational 
workforce

Ease of starting foreign 
business

Business–government 
relations

Secondary educational 
population

Ease of starting foreign 
business

Business–government 
relations

Technicians and associate 
population

ICT access ICT access and R&D 
expenditure

Labour productivity ICT access ICT access and R&D 
expenditure

Pay to productivity Labour–employer 
relationship

ICT access and R&D 
expenditure

Vocational skill  
intensive export

Intensity of local 
competition

Business–government 
relations



Asia Pacific HRM and Organisational Effectiveness24

DSM Nutritional Production has opened its Asia Pacific Nutrition Innova-
tion Centre in Singapore. Similarly, Rolls-Royce, in partnership with the 
Singapore government, has set up the Advanced Technology Centre that is 
developing the next generation of environmentally friendly engines. Also, 
Lucasfilm was courted to set up one of its largest operations outside the 
United States in Singapore. To continue to boost Singapore’s status as an 
R&D hub, the Singapore government, in its Research Innovation Enter-
prise 2020 Plan (RIE2020) will commit SGD19 billion dollars to support 
the development of Singapore into an innovation-driven economy by 2020 
(Loke and Kek, 2016).

These concerted efforts by the Singapore government to establish the 
country as a R&D hub and its strategy to constantly develop clusters in new 
industrial frontiers such as biochemical and life sciences, pharmaceuticals, 
digital media and more recently space technologies have well-positioned 
Singapore as a talent magnet and hub that will continue to attract the best 
and brightest in the region. In 2013 alone, 2,200 new R&D jobs were cre-
ated and this figure is expected to be higher in 2015 (A*STAR, 2013).With 
many new jobs created in emerging industries, Singapore is likely to experi-
ence net immigration of talent from the rest of ASEAN, and perhaps even 
from the rest of the world.

Compared to Western economies where governments and businesses 
may not necessarily always enjoy amicable relationships, governments in 
ASEAN, have in general recognised the importance of being pro-business. 
In the World’s Easiest Place to do Business index published by the World Bank 
Group (World Bank Group, 2014), Singapore is ranked first in the index, 
Malaysia came in at 18th, Thailand at 26th and Vietnam at 78th. In a related 
rating, Singapore was ranked by The Economist Intelligence Unit in 2014 as 
having the most conducive environment for business (EIU, 2014) and was 
rated by IMD as being the least bureaucratic in Asia to do business (IMD, 
2013). The pro-business environment of Singapore and the generally posi-
tive relationship between the Singapore government and businesses contin-
ues to attract multinationals to set up their regional headquarters, once 
again making Singapore a highly attractive location for talent in the region.

These impressive achievements provide attractive country-level prereq-
uisites that Singapore-based organisations and their HRM professionals 
could capitalise on in order to attract the best talent from across the region. 
At the same time, Singapore being the only matured economy in ASEAN, 
would mean that companies operating in Singapore will have to grapple 
with increased human capital cost, especially in remuneration and training 
& development cost. For neighbouring countries such as Malaysia, 
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Indonesia, Thailand, Vietnam and even Australia, the challenge for HR is, 
quite obviously, one of attraction and retention - How can companies-
based in these seemingly less attractive countries continue to attract and 
retain their best talent in respond to a strong talent magnet? Perhaps, the 
solution lies in their abilities to offer a more varied career track in a wider 
range of industries than Singapore could.

Global Knowledge Skills
We now examine which specific indicators of Grow are most strongly cor-
related with individual indicators of Global Knowledge Skills in ASEAN. Two 
indicators that stand out clearly for ASEAN are University Ranking and Qual-
ity of Management Schools. In the ASEAN sub-sample, University Ranking is 
highly correlated with six out of seven indicators in the Higher Skills and 
Competencies sub-pillar of Global Knowledge Skills, and Quality of Management 
School is highly correlated with five out of seven indicators in the same sub-
pillar. Both University Ranking and Quality of Management School are also 
highly correlated with three out of four indicators in the Talent Impact sub-
factor of Global Knowledge Skills. These results seem to confirm the emphasis 
placed on education in Asian societies and favour countries such as Singapore 
and Australia that have strong tertiary education structures. Conversely, 
these results also suggest that companies operating in emerging ASEAN 
countries such as Malaysia, Indonesia, Thailand, and Vietnam would expe-
rience difficulties in procuring highly-skilled labour to support activities 
at the top of the value chain. In order to support those activities.

In the QS World University Ranking (QS University Ranking 2015) 
and Times Higher Education World University Ranking (Times Higher 
Education, 2015), tertiary institutions in Singapore are constantly ranked as 
among the best in the world while tertiary institutions of their counterparts 
in ASEAN were, typically, not featured in either of these rankings, although 
in some cases their systems are in a rapid development phase. Given that the 
quality of tertiary institutions is one of the most significant drivers that help 
ASEAN countries deepen and attract their talent pool, it is highly plausible 
that Singapore will continue its upwards trajectory in attracting young tal-
ent in the region who were seeking out high-quality tertiary education.

WINNERS AND LOSERS IN TALENT MOBILITY IN ASEAN/AEC

Correlational analyses based on 2014-2015 GTCI data suggest several key 
indicators that are closely related to talent development and attraction in 
ASEAN. Although these key indicators may seem similar to those that drive 
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talent development and attraction elsewhere in the world, further analyses 
show that there is a pattern of relationship that reflects distinct characteris-
tics of ASEAN. For example, compared to the correlations in the overall 
GTIC index, the stronger correlations between the quality of tertiary edu-
cational institutions and Global Knowledge Skills in the ASEAN sub-sample 
underline Asia’s traditional emphasis on academic pursuit. Similarly, the 
strong association between government–business relationships and Labour and 
Vocational Skills among ASEAN countries suggests that government-led 
growth, which has characterised much of Asia’s economic progress since the 
Second World War, is likely to continue to have a strong influence on the 
development of Labour and Vocational Skills among ASEAN countries, espe-
cially in Singapore (and to a lesser extent, Australia) where the government 
has traditionally played an active role in shaping the country’s economy and 
labour profile.

Our initial discussion of 2014-2015 GTCI’s findings seem to indicate 
that Singapore is the clear winner in the war for talent and is likely to 
benefit from a net brain gain from the region due to its continued empha-
sis on ICT and R&D investments, pro-business climate and strong tertiary 
institutions. Actual talent migration from other ASEAN countries to Sin-
gapore, however, is unlikely to be unfettered. In fact, Singapore’s attrac-
tiveness as a talent hub has in recent years faced strong competition from 
its neighbouring countries which is likely to intensify when talent is com-
pletely mobile in the AEC.

From a political perspective, Singapore’s liberal talent policy has, in 
recent years, been put under increasing pressure from its electorates. Since 
2011, the Singapore government has tightened its immigration policies, 
mandating stronger employment criteria for foreigners who intend to 
work in Singapore (Yeoh and Lin, 2012). As a result, the growth of the 
non-resident population and foreign employment in Singapore slowed to 
2.9 per cent and 3 per cent in 2014 respectively, from 4 per cent and 5.9 
per cent in 2013 (World Bank Group, 2015), the slowest rate in recent 
years. From an economic standpoint, due to a lacklustre global economy 
and fall in consumption demands among its trading partners, Singapore’s 
economy in 2014 registered a growth rate of 2.9 per cent – the lowest 
since 2008. This rate of growth is the second lowest in ASEAN after Thai-
land (0.7 per cent) – a country mired in political quagmire since two of 
its most recent former prime ministers were removed from office. Indo-
nesia, Malaysia and Vietnam have fared better, but still suffer from both 
political and economic concerns.
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The tightening of immigration policies and low economic growth is a 
constraint to Singapore’s ambitions to attract talent. Although Singapore 
will continue to remain a highly attractive location for talent, tighter immi-
gration policies would mean that talent from the region is more likely to 
also explore migrating to other emerging economies in the region that 
offer similar career opportunities. For instance, although the Philippines and 
Indonesia are traditionally regarded as less attractive to talent in ASEAN, 
these countries have, in recent years, been seen as viable alternatives to 
Singapore due to their strong economic growth and career opportunities. 
In 2014, the Philippines and Indonesia experienced growth of 6.9 per cent 
and 5 per cent respectively (World Bank Group, 2015). Their continued 
strong economic growth, large domestic markets, extensive hinterland, and 
relative political stability in recent years have made these countries impor-
tant markets for multinationals and have helped attract investment and tal-
ent from the region. For example, Singapore’s annual direct investment in 
the Philippines and Indonesia has increased exponentially by 177 per cent 
and 330 per cent respectively since 2004. Specifically, in the past decade, 
Singapore’s investments in both countries have risen from SGD 2.93 billion 
and SGD 11.2 billion in 2004 to SGD 5.20 billion and SGD 39.5 billion in 
2013 (SingStats, 2013). Together with the increased investments is a corre-
sponding increase in the number of Singaporeans working in these 
countries.

Malaysia, Singapore’s closest neighbouring country, has moved up five 
spots in the 2015-2016 GTCI index (from 35th in 2014-2015 to 30th in 
2015-2016), firmly securing it as the second most attractive country in 
ASEAN for talent. Immigration data from Malaysia suggest that, as of 2013, 
there are approximately four million foreign workers in Malaysia. Although 
a majority of these foreign workers are unskilled and semi-skilled workers 
from Bangladesh and Sri Lanka, there is an uptrend of skilled workers 
from Cambodia, Thailand, Vietnam and the Philippines immigrating to 
Malaysia for short-term employment. This trend can be attributed to several 
factors but most importantly to the rapid urbanisation and industrialisation 
of Malaysia, which led to an increased quality of life and job opportunities 
(Ministry of Human Resources, Malaysia, 2013). The increasing attraction 
of Malaysia as a job location has inevitably taken some of the gleam off 
Singapore as the talent hub of ASEAN. Malaysia’s long-term attractiveness 
as a talent hub may be harmed by current political issues.

It is worth noting that Singapore, despite being rated highly as a talent 
magnet, has also experienced a brain drain to countries in the Asia Pacific 
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region such as China, Australia and New Zealand. Being well educated, 
multi-lingual and internationally mobile, Singaporean talent is well sought 
after in the larger Asia Pacific region. In the past decade, Singapore has expe-
rienced a 33 per cent increase in the number of Singaporeans working and 
living abroad. As of 2014, there are 212,000 overseas Singaporeans, making 
up about 6 per cent of Singapore’s citizen population (NPTD, 2014). In 
China alone, there are more than 20,000 Singaporeans working in major 
cities, many of whom are in managerial positions of multinationals or 
home-grown Chinese companies.

Given Singapore’s small citizen population base, the number of  
Singaporeans emigrating and working abroad is sizeable; in fact, Singapore’s 
Prime Minister has publicly voiced concerns about the upward trend of 
young talented Singaporeans leaving the country and not coming back (Lee, 
2015). If Singapore is deemed to be highly attractive to talent from the rest of 
ASEAN, why are young talented Singaporeans choosing to live and work 
overseas? Anecdotal evidence suggests that young talented Singaporeans are 
emigrating out from Singapore for both economic and lifestyle reasons. For 
example, several young Singaporeans who left Singapore for the United States 
were quoted as saying that the main impetus for their emigration was the fast-
paced lifestyle in Singapore and their yearning for a slower pace of life. Others 
have commented that countries such as Australia and New Zealand have a 
more conducive and supportive work environment (Lee, 2015).

PUSH AND PULL FACTORS IN TALENT MOBILITY  
IN ASEAN/AEC

Putting this anecdotal evidence to one side, the findings from the GTCI 
index seem to suggest two sets of distinct push and pull factors that may pos-
sibly explain talent movement in ASEAN/AEC. First, talent is drawn to 
countries that provide them with better economic opportunities than their 
home countries. These pull economic factors are best illustrated by Singapore’s 
status as the financial and business hub of ASEAN – despite its slower growth 
– and the continued commitment from the Singapore government to trans-
form the nation’s economy. These factors are deemed to be highly attractive 
to mobile ASEAN talent who are in search of better job opportunities.

Second, push factors are often a combination of economic, social and 
lifestyle factors that provide talent with the impetus to leave their home 
countries in search of greener pastures. Although we have used Singapore’s 
experience to explain why young talent is leaving the country in search of 
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a slower pace of life, the desire to move to another part of the world for 
social and lifestyle reasons is not unique to Singaporeans. For example, the 
affirmative policies that Malaysia put in place to safeguard the rights of their 
indigenous majority (bumiputera) have led to some adverse impacts that cur-
tail the educational and economic rights of non-bumiputera, including eth-
nic minorities of Chinese and Indians. In a highly interconnected world, 
such policies have pushed a large number of highly educated and skilled 
Malaysian Chinese and Indians, who have cited ‘social injustice’ in Malaysia 
as the key reason why they left their home country, to live and work in 
countries such as Singapore, the United Kingdom and Australia (The Econ-
omist, 2014). This affirmative action policy has led to a significant and accel-
erating rate of brain drain in Malaysia despite it being the second most 
attractive country for talent in ASEAN after Singapore.

Given that the migration of talent in ASEAN is likely to be complex and 
rooted in both economic and socio-political factors, a related question to 
ask at this point in time is what can ASEAN countries – and HRM profes-
sionals in particular – do to manage talent since the AEC will lead to a more 
rapid flow of talent in the region?

One obvious measure that countries can take is to invest in and improve 
on indicators that are most highly correlated with talent competitiveness. 
Based on the GTCI data, countries aiming to develop and attract talent 
with Labour and Vocation Skills ought to invest in providing infrastructure 
that facilitates ICT access and the establishment of R&D centres. At the 
same time, countries should foster close government–business relationships 
that encourage businesses to set up their regional headquarters in their 
countries, thereby initiating a process of vocational skill transfer. Similarly, 
countries that are keen to build their Global Knowledge Skills talent pool 
ought to invest heavily in their tertiary educational institutions to uplift the 
overall quality of the workforce and to attract young talent in pursuit of 
quality education to the country, and through that process initiate a positive 
spiral of developing domestic talent and attracting talent from abroad.

In addition, HRM professionals can redesign their jobs, to capitalise on 
the regional common market for talent. For example, the removal of visa 
requirements and bureaucracies associated with mobility will enable organ-
isations to build in short rotational stint for their Hi-Po in different business 
functions located in different geographies of the region so as to develop 
them to take on regional or global roles more effectively.

Beyond economic measures, infrastructural improvements and HRM 
strategies, policy-makers need to be cognisant that a brain drain can and will 
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occur due to socio-political reasons. In the case of countries, such as Malay-
sia, Indonesia and Brunei Darussalam, where affirmative action policies are 
implemented for the indigenous majority, careful plans must be put in place 
to reduce incidences of adverse impact and ‘social injustice’ that pushes 
well-educated and skilled ethnic minorities to leave the country. Institu-
tional HRM policies and systems that emphasise merit and equity can also 
have beneficial outcomes in this regard. From the perspective of countries 
such as the Philippines and Singapore that have a significant number of citi-
zens working overseas, policy-makers ought to continue implement plans 
to attract the diaspora population back to their home countries as these 
returnees would bring with them a distinct and important combination of 
overseas work experience and strong local knowledge.

THE AEC – CHALLENGES AND OPPORTUNITIES  
FOR TALENT MOBILITY

The formation of the AEC and the implementation of free movement of 
skilled labour within ASEAN have led to apprehensions among different 
quarters. While there are obvious advantages when member countries 
remove barriers that restrict the flow of skilled talent, countries also need to 
manage the possible downsides that might occur when talent is completely 
mobile. In this section, we discuss how the free movement of talent in the 
AEC will lead to both opportunities and challenges at three levels – national, 
business and individual PME.

National-level opportunities
One of the clearest opportunities that ASEAN countries have when talent 
is completely mobile is greater access to a skilled labour pool and diaspora-
financed growth.

Having access to a regional pool of talent has significant implications for 
countries such as Brunei Darussalam that is struggling to move away from 
an economy that is fuelled by the export of its oil and gas. In Brunei 
Darussalam, the challenge of an economic crisis is real. Since the discovery 
of commercially exploitable oil and gas in the 1980s, the economy of the 
country has been centred squarely on the export of these commodities. 
Although it is currently one of the world’s largest exporters of oil and gas, 
its wells are estimated to run dry in 22 years’ time and the country has made 
very little progress in diversifying its economy (Vanderklippe, 2015). With 
weak secondary and tertiary industries and limited expansion into the 
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hydrocarbon sector, the access to a deep and vast pool of talent from ASEAN 
may help Brunei Darussalam bring in different skill sets from the region 
that will be necessary to help the country diversify its economy beyond its 
current dependence on the oil and gas sector.

The growth of the Philippines is closely intertwined with its diaspora. In 
2014, the Philippines received USD 3.7 billion of remittances from 2.3 mil-
lion overseas Filipinos (PSA, 2014). The Philippines’ diaspora-fuelled growth 
is often regarded as a unique growth model in ASEAN where a sizeable pro-
portion of its citizens are working outside the country and transferring their 
earned income back to the Philippines on a regular basis. Other than remit-
tances, other positive contributions of the diaspora include helping the coun-
try strengthen its network with the rest of the world, direct investments in the 
Philippines from diaspora who have succeeded elsewhere and skilled return-
ees from overseas assignments who in turn will elevate the talent profile of the 
country. The diaspora effect has an important impact on international ‘brain 
circulation’. With the formation of the AEC and the free movement of labour, 
emerging economies in ASEAN such as Myanmar, Laos, Cambodia and 
Vietnam could possibly benefit from the diaspora effect and experience brain 
circulation when a larger proportion of their citizens venture out of their 
own countries to work as semi-skilled or skilled labour in the rest of ASEAN.

National-level challenges
The biggest challenge that ASEAN countries face when dealing with the 
free movement of talent is managing the flow and quality of talent. To man-
age the flow of talent, the Movement of Natural Persons framework was 
adopted to standardise the issuance of employment passes and the Mutual 
Recognition Agreement was established to facilitate cross-recognition of 
eight professional qualifications across ASEAN.

Although these frameworks are meant to ease the difficulties of manag-
ing the movement of talent and to facilitate the recognition of professional 
qualifications, the efficacy of reaching those goals is called into question. 
The fact that different ASEAN countries have varying economic structures 
and possess different attitudes towards talent migration will impose practical 
limitations on the implementation of these frameworks, especially from a 
HR recruitment and selection perspective.

For example, although Singapore has had a relatively liberal attitude 
towards talent migration, it has very clear guidelines on the issuance of 
employment passes and proactively evaluates its workforce composition on 
a regular basis. At the other end of the spectrum is Myanmar. As an emerging 
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economy with less established institutional controls, Myanmar’s guidelines 
on the issuance of employment passes are less stringent than those of Singapore 
and its government’s stance towards talent migration is more restrictive than 
that of Singapore due to the country’s political structure.

With Singapore and Myanmar occupying opposite ends of the spec-
trum, the rest of the ASEAN countries fall somewhere in between these 
two countries in their attitudes towards talent migration and the clarity 
of guidelines on employment passes. When there is such a diverse range 
of policy positions regarding talent migration across the different 
ASEAN countries, any frameworks imposed under the AEC must nec-
essarily be broad lest they become needlessly restrictive (or liberal) in 
some countries. It is not hard to imagine a country like Singapore resist-
ing the implementation of a common set of ASEAN employment pass 
guidelines that it deems to be too ambiguous and liberal or Myanmar 
actively opposing guidelines that are different from the political position 
of its government.

The only possible solution to such a problem is to adopt a set of broad 
employment pass guidelines that allow ASEAN members leeway for inter-
pretation without being subjected to strict implementation processes. Such 
a system would, however, run the risk of ASEAN member countries revert-
ing back to their current existing employment pass frameworks since such 
broad guidelines are non-binding. This problem is reflected in the current 
implementation of the Movement of Natural Persons framework. To date, 
the framework has made limited headway in standardising and harmonising 
the issuance of employment passes in ASEAN.

The Mutual Recognition Agreement is likely to be hamstrung by a sim-
ilar set of problems that plague the Movement of Natural Persons frame-
work. Although the Mutual Recognition Agreement was designed to 
facilitate the recognition of professional qualifications across ASEAN, it 
allows each individual ASEAN country to assess the quality of the candi-
dates recognised under the agreement via assessment tests (ASEAN, 2009, 
2014a). While such safeguards are necessary to ensure that potential job 
applicants indeed possess the requisite skill set, it will inadvertently render 
the agreement redundant since each ASEAN country will continue to assess 
each job candidate based on the existing assessment tests rather than a set of 
regionally recognised skills frameworks.

From a HRM perspective, although the implementation of a common 
talent market will, theoretically, grant organisations access to a geographical 
talent pool, actual access to regional talent might remain somewhat restricted 
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due to the inability of ASEAN countries to adopt a unified work pass 
framework.

Business-level opportunities
The AEC will provide an immense amount of opportunities to businesses in 
the region. Beyond greater economic integration and commercial prospects, 
the AEC would allow businesses to tap into the regional talent pool to drive 
their growth, both domestically and regionally. Taking the example of emerg-
ing economies such as Cambodia, Vietnam, Laos, and Myanmar, businesses 
operating in those countries could tap into the managerial expertise from 
PMEs based in more mature ASEAN economies, such as Singapore, Malaysia, 
Indonesia, the Philippines and Thailand. Businesses in mature ASEAN econo-
mies, on the other hand, will have access to a larger pool of managerial talents 
armed with domestic knowledge when they decide to expand their scope of 
operations to other countries in the region.

Aside from the teething problems of regulating employment passes and 
creating a common yardstick to evaluate professional qualifications, the 
AEC would in the long run, enable businesses to operate more effectively 
in the region. Organisations and their HRM professionals need to be cog-
nisant of both the problems associated with diverse legal regulations on 
these issues and the development of effective practical strategies to address 
them.

Business-level challenges
With ASEAN becoming a single production base and being more closely 
integrated with the world’s economy, there is a strong impetus for busi-
nesses, especially home-grown companies, in ASEAN countries to expand 
the scope of their businesses beyond their home countries and into the 
region. To compete effectively with MNCs, which are operating in the 
region, as well as domestic firms in individual ASEAN countries, companies 
with regional business ambitions need to accelerate the development of tal-
ent with regional and global outlooks, as well as the need to develop execu-
tives with the ability to navigate the increased volatility, uncertainty, 
complexity and ambiguity (VUCA) of doing business in the integrated 
bloc. Most importantly, companies which wish to expand their geographical 
scope of operations to the rest of ASEAN must grow a pool of executives 
who are willing to move beyond their domestic markets to take up a 
regional role. Achieving these objectives would require HRM professionals 
in local businesses to redesign jobs to accelerate the development of talent 
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with a regional view, to adopt a focused selection process that recruits 
employees with learning agility and an inherent interest to operate beyond 
domestic markets, to enhance training and development systems at all levels 
to tap on the wider regional market, and to offer attractive career develop-
ment programmes that offers opportunities for multi-lateral movements 
across different geographies.

Developing such a pool of regionally mobile talent can be extremely 
challenging for ASEAN home-grown businesses. As opposed to multina-
tionals which always have the option (albeit an expensive one) of deploying 
a globally mobile talent from elsewhere to the region, ASEAN home-grown 
businesses often do not have that luxury but have to groom a regional talent 
from their existing pool of local talent. In HCLI’s qualitative research in 
ASEAN, chief HR officers of MNCs in the region commonly lamented 
that talent in the region is less mobile than their counterparts elsewhere and 
are often less willing to take up positions and postings beyond their home 
country. A large part of this can be attributed to the fact that Asians, in gen-
eral, are very rooted in their family and are deeply embedded in their social 
network (HCLI, 2014a). Although an overseas job posting may greatly 
enhance an individual’s career trajectory, they are often less willing to relo-
cate, even within the geographical region of ASEAN. For home-grown 
ASEAN companies that are looking at expansion to the region, the lack of 
talent mobility can potentially hamper that ambition. HR professionals, 
would therefore, need to think out of the box and implement suitable 
human capital strategies to support the organisation’s growth plan. One 
potential strategy is to make use of the region’s transportation interconnec-
tivity by instituting multiple short overseas stints to build regional capabili-
ties. This, based on HCLI’s interviews with chief HR officers, is one of the 
most effective way to circumvent mobility issues among ASEAN talents.

Individual PME-level opportunities
For highly mobile talent in ASEAN, the formation of the AEC will be 
greeted with much delight. To a pool of qualified, experienced and globally 
proficient talent, the AEC is yet another stepping stone that helps them 
open the doors to a protean and boundary less career. Compared to the past 
where immigration rules and employment pass restrictions might have 
impeded the career choices of such employees, the AEC opens the doors to 
greater job opportunities in the region by removing employment barriers 
that would have otherwise limited the options of PMEs. Considering that 
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ASEAN countries are located no more than 4.5 hours by air from each 
other, ASEAN is indeed highly attractive for highly mobile talent.

Individual PME-level challenges
In HCLI’s research on how the leadership landscape varies across Asia, we 
found that executives often have distinctive weaknesses that pose challenges 
when operating in an environment that is different from their domestic 
country. For example, executives from Singapore are superb administrators 
but are uncomfortable with operating in a volatile, uncertain, complex and 
ambiguous environment (HCLI, 2014b). Executives from Indonesia, on the 
other hand, are good collaborators but are not tough drivers of performance 
(HCLI, 2014c).

While remaining as an in-country leader for one’s entire career was once 
a viable option, the AEC is a game changer – companies are now more 
likely than before to seek out and promote employees who have regional 
experience and have the ability to operate across multiple ASEAN coun-
tries. The challenge for employees is to develop distinct skill sets that enable 
them to operate in the region. As part of the development process, PMEs 
need to develop cultural meta-cognition that will enable them to collabo-
rate and interact across different cultures. Again, the responsibility of HRM 
professionals here is to provide appropriate levels of training, development 
and ongoing support in order to attract, develop and retain PMEs with 
regional management skill sets and global mindsets.

CONCLUSION

The formation of the AEC is highly anticipated and ASEAN countries have 
shown strong commitment to its development. From a talent management 
perspective, the prospect of free movement of labour is highly attractive, yet 
incredibly challenging.

While it is commonly believed that the AEC will lead to clear winners 
and losers in that some countries will inadvertently lose their top talent to 
others, this chapter highlights that it is more complex than merely people 
moving across geographies for economic reasons – political climate and 
social reasons such as lifestyle choices will also affect the talent migration 
process. It is therefore important for countries to proactively manage their 
economic, political and social policies in order to continue to be attractive 
and relevant to highly mobile talent.
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The AEC is currently still work in progress and will continue to be so 
for the next few years to come. While it certainly has brought about some 
challenges to countries, businesses and individuals, it has also opened new 
doors and opportunities to a larger playing field.
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INTRODUCTION

Since the ‘time of awakening’, Star Trek Vulcans have followed Surak’s phi-
losophy of embracing logic and suppressing all emotions (Daugherty, 1969). 
For eons, emotions, if ever discussed in work contexts, were mainly consid-
ered in relation to interpersonal disagreements and the interference with 
sensible ‘rationale’ decision-making. Conversely, human emotional states are 
no longer regarded as merely illogical responses to events in the workplace 
(Nicholson, 2000). As Damasio (1994: xii) observed ‘reason may not be as 
pure as most of us think it is or wish it were, that emotion and feelings may 
not be intruders in the bastion of reason at all: they may be enmeshed in its 
networks for worse and for better.’

Thus far, the overwhelming majority of research in the workplace has 
been focused on the measurement of tangible elements of organisational 
progress, with little attention paid to less readily measurable factors like 
‘emotional intelligence’ (EI) (Salovey and Mayer 1989–90) or ‘socio- 
emotional’ elements (Bales, 1950) and ‘human relations skills’ (Whyte, 1955; 
Likert, 1967). Such paucity of research is even more noticeable within Eastern 
workplaces, where ironically the practice of controlling one’s emotions, 
through meditation and other forms of self-reflection, has been practised for 
centuries. Research to support the emotional influence on behaviour and 
decision-making has emerged (largely in Western contexts) from a variety 
of academic disciplines including psychology (Lewis and Haviland-Jones, 
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2000), organisational behaviour (Martin et al., 1998; Aschcroft and  
Humphrey, 1995), sociology (Ollilainen, 2000), anthropology (Levy, 1984) 
and most recently neuroscience (Damasio, 1994; Waldman et al., 2011). 
Unfortunately, investigating individual affective states and emotions in 
organisational settings has largely been avoided due to the difficulties of 
empirically investigating the phenomena (Turnball, 1999).

Indeed, the debate over EI has been a relatively easy sell to the gen-
eral public and business world but a much tougher deal to make within 
the vestibules of academia. A fascinating tension is noticeable between EI 
scholars and commercially orientated researchers and consultants. Schol-
ars are typically more conservative in the claims about the potential 
managerial benefits of EI. For example, Mayer (1999: 50) typifies this 
cautious approach in noting that ‘the popular literature’s implication – 
that highly emotionally intelligent people possess an unqualified advan-
tage in life – appears overly enthusiastic at present and unsubstantiated 
by reasonable scientific standards.’ In contrast, those supporting the ‘com-
mercial’ approach tend to make expansive claims, exemplified by Goleman, 
on the applied value of EI within a work setting. Much of Goleman’s 
assertions about EI in the workplace remains speculative and still requires 
empirical verification to provide substantial evidence and clarification of 
the relationship of EI to enhanced organisational functioning (Goyal and 
Akhilesh, 2007).

Despite known impediments to measuring EI, academic and lay 
interest in the human affect and emotions in the workplace intensified 
during the 1990s and beyond (Izard, 2002). The overwhelming focus of 
research has been conducted within the Western world but emotions are 
common human traits and universal in nature. Thus looking to the Eastern 
world for guidance in relation to ‘controlling’ emotions offers great 
potential to explore how to best optimise individual performance and 
overall organisational productivity. Researchers continue to show inter-
est in the impact of emotions in organisational contexts (Ashkanasy 
et al., 1998; Fisher and Ashkanasy, 2000; Walter et al., 2011) but given the 
transnational nature of business future empirical studies related to the 
construct need to ruminate on both Western and Eastern work contexts. 
Despite the current contextual limitations of exploring this EI domain, 
the literature suggests there is merit for organisations that make invest-
ments in improving their employees EI within the workplace. There is, 
however, a lack of theoretical clarity surrounding the concept of EI and 
its measurement.
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This chapter therefore aims to provide a sharper insight into the concep-
tual underpinnings of EI with a view to paving the way for more focused and 
robust empirical studies. The discussion that follows begins by defining what 
is meant by the EI construct. A synthesis of the literature reveals a number of 
clear themes in relation to the construct, used here to craft two related prop-
ositions that help to contextualise EI within the work setting. Our analysis 
and synthesis of the scholarly literature underpins the main tenets of these 
propositions: (1) employees with heightened EI work better in groups; and 
(2) there is a positive relationship between EI and job performance. Also, we 
examine literature in the domains of mindfulness, meditation and advances in 
neurobiological science to better understand EI in employee behaviour and 
through this discuss its potential in light of our two propositions.

LITERATURE REVIEW

Controversial debate has endured regarding the definition, nature, measure-
ment and application of EI in the workplace (Spector, 2005; Walter et al., 
2011). Different approaches to conceiving EI have inevitably resulted in 
varied methods to measuring this construct in work settings (Mayer et al., 
2000b; Dulewicz and Higgs, 2000). Salovey and Mayer (1989–90) originally 
conceived EI in terms of an individual’s ability to perceive emotion in the 
self and others, to understand emotion and subsequently to manage these 
emotions. Following on from this, Mayer and Salovey (1997: 5) distin-
guished EI from the notion of social intelligence, defining it as the ‘ability 
to perceive emotions; to access and generate emotions so as to assist thought; 
to understand emotions and emotional knowledge; and to reflectively regu-
late emotions so as to promote emotional and intellectual growth’. Mayer 
and Salovey (1993) do, however, stress the value of considering emotional 
self-management as a key aspect of EI. They initially defined the construct 
as a ‘subset of social intelligence that involves the ability to monitor one’s 
own and others’ feelings and emotions, to discriminate among them and to 
use this information to guide one’s thinking and actions’ (Salovey and 
Mayer, 1989–90: 189). Later, Mayer and Salovey (2000a) argue EI is essen-
tially about emotions, founded in the modern understanding of the role of 
emotional circuits (‘hot intelligences’) within the human brain. They refine 
this EI conceptualisation into four themes: (1) perception of emotion (in 
self and others); (2) assimilation of emotion to facilitate thought; (3) under-
standing of emotion; and (4) managing and regulating emotion in the self 
and others.
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Clearly, emotions are internalised human traits that do not (and cannot) 
exist without context and consequence. In the workplace, for example, emo-
tions potentially shape individual behaviour therefore have important organisa-
tional ramifications. In Eastern cultures, the practice of meditation and inner 
reflection improves an individual’s self-restraint through emotional control. If 
managers are able to exploit such emotion-laden control over behaviour they 
can potentially imbue employee deeds with positive organisational conse-
quences. EI has many varied definitions, but Boyatzis and Sala’s definition of EI 
provides an important link with job-related performance ‘an emotional intel-
ligence competency is considered the ability to recognize, understand, and use 
emotional information about oneself or others that leads to or causes effective 
or superior performance’ is useful when considering any link to job-related 
performance. Perhaps EI is best conceived in terms of abilities concerning the 
recognition and regulation of emotion in the self and others (Ashkanasy and 
Daus 2005). Through this conceptualisation, a clue to how organisational deci-
sion-makers can harness its potential is offered. This is best seen through the 
lens of Boyatzis and Sala’s definition, in which EI can be characterised as com-
prising two broad groups, namely the Ability (Humphrey et al., 2008; Ash-
kanasy and Daus, 2005) and Mixed models (Goleman, 1995; Bar-On, 1997a). 
This chapter favours the Ability model approaches to conceptualise EI.

Ashkanasy and Daus (2003: 69) were forthright about the merits (and 
limitations) of these two groups of models: ‘Let us first begin by making 
one point “crystal clear” – we do not endorse a Goleman (1995) or Bar-On 
(1997b) type of approach to studying emotional intelligence . . . we also 
feel that to an extent, they have done much more harm than good regard-
ing establishing emotional intelligence as a legitimate, empirical con-
struct.’ Ashkanasy and Daus (2003: 69) go on to state: ‘These models may 
indeed be useful for organisational development and interventions, but 
they are much too broad in scope, and do not appear to markedly differ 
from traditional personality models or competency models.’ Others, like 
Antonakis (2003: 359), are more strident about the veracity of the sup-
porting empirical evidence on the relevance of EI to leaders, claiming it 
‘is non-existent or very weak at best or contradictory at worst.’ Antagonists  
of EI, such as Locke (2005), have proclaimed EI an ‘invalid concept’ as it 
is simply not intelligence. This position is artfully repudiated by Ashkanasy 
and Daus (2005) who, like Walter et al. (2011), have refined and categorised 
research and measures of EI inquiry into three main streams:
 •  Stream one is an Ability-based model of a set of interrelated emotional 

abilities. An individual’s capacity to solve abstract emotional problems is 
measured based on the four-branch abilities model of EI.
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 •  Stream two is specifically based on the four-branch model. Self or peer-
report of complex social behaviours is inherent to this approach and also 
based on Mayer and Salovey’s (1997) representation of EI.

 •  Stream three comprises a Mixed model take on emotional and different 
dispositional competencies, including everything except cognitive abil-
ity. This model incorporates self-report as the primary means of 
assessment.
Curiously, there is little dispute in the literature with respect to the 

prevalence of EI. This is a distinctive human trait (or traits) and therefore has 
an inevitable presence within the workplace. The main contention lies in 
what specific role, if any, the EI construct can play in relation to employee 
and subsequent organisational effectiveness. In order to address the point, 
this chapter has synthesised existing scholarly literature in relation to EI to 
reveal two main themes identified earlier. For clarity of discussion, these 
themes are articulated as two propositions with the aim of taking stock of 
the extant debate at this particular juncture in time. From this, a number of 
research avenues are discussed that it is proposed are helpful in further 
advancing scholarly understanding of the role EI can play within organisa-
tions. Our attention now turns to each of the two propositions derived 
from the literature.

RESEARCH THEMES
Proposition 1: Team members with high EI increase team 
productivity
EI has been shown to be a predictor of individual job performance in some 
contexts. A considerable range of literature supports the positive influence of 
EI on exceptional job performance within organisations and the subsequent 
impact on workplace climate (O’Boyle et al., 2011). Group-level performance 
has been shown to be more a function of emotional than intellectual intelli-
gence (Jordan and Troth, 2004; Offermann et al., 2004). Elfenbein and Ambady 
(2003) suggest EI can benefit the performance of work groups but the actual 
role of EI within teams is complicated and not fully understood. An effective 
team needs both EI and expertise so that teamwork becomes greater than the 
whole (McCallin and Bamford, 2007). A summary of research work and 
major themes in the domain of groups and EI is provided in Table 3.1.

Although limited, empirical studies on EI suggest that collective EI may 
be positively associated with group satisfaction and group performance 
(Jordan and Troth, 2004; Offermann et al., 2004). Ashkanasy and Daus 
(2005) draw on Mayer and Salovey’s (1997) EI definition to develop a 
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‘Workgroup EI Profile (WEIP),’ which has shown promising results on the 
role of EI in group performance. Teams were coached in WEIP goal-setting 
and interpersonal skills. Initially those low performing teams were also 
shown to be low on EI but after coaching were able to improve their per-
formance, equivalent to teams exhibiting high EI.

The concept of Emotionally Competent Group Norms developed by 
Druskat and Wolff (2001) has been related to the positive role of emotions 
in both group work and successful resolution of conflict (Romero and  
Pescosolido, 2008). A conceptual model testing the correlation between the 
cognitive, emotional and social competencies provided evidence of their 
interplay impacting on the general ability of team performance. However, 
there is limited support for the correlation between the complimentary 
relationship between EI and cognitive intelligence. These are considered  
to be a cornerstone of teamwork performance (Finucane et al., 2003;  
Loewenstein et al., 2001).

Mayer and Salovey (1993) have stressed the value of emotional self-
management. Sometimes, the best way for a person to manage emotions 
is simply not to express any negative emotions. This is because the accu-
rate communication of negative emotions can be damaging to group 
morale and effectiveness (Elfenbein and Ambady, 2003). However, Pescosolido 
(2002) asserts that common emotional understanding within a work-
group setting produces strong positive and long-lasting organisational 

Table 3.1 Overview of major themes related to EI and groups
Scholars Research focus

Ashkanasy and Daus (2005) Workgroup EI profile (WEIP)
Barzdil and Slaski (2003); Ashkanasy 

and Daus (2005)
EI team work productivity

Cote et al. (2010) Leadership and EI
Druskat and Wolff (2001) Emotions and group norms
Elfenbein and Ambady (2003) Negative emotions and group morale
Finucane et al. (2003); Loewenstein 

et al. (2001)
EI, cognitive intelligence and team 

performance
Jordan and Troth (2004); Offermann 

et al. (2004)
EI and group satisfaction

Mayer and Salovey (1993) Emotional self-management
McCallin and Bamford (2007) EI and group performance
Pescosolido (2002) Group emotions and organisational 

culture
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culture. More recent studies (e.g. Cote et al., 2010) have focused on the 
emergence of leadership and EI demonstrating that the EI dimension, the 
ability to understand emotions, is most consistently associated with the 
emergence of leadership in small groups. Overall, EI has also been shown 
to increase productive team work (Barzdil and Slaski, 2003; Ashkanasy and 
Daus, 2005).

Proposition 2: There is a positive relationship between EI  
and job performance
Job performance impacts organsational effectivess. Goleman (1998: 5) 
asserts: ‘IQ takes second position to EI in determining outstanding job per-
formance.’ This assertion means employees with elevated EI are more effec-
tive, particularly in discretionary performance. Boyatzis et al. (2000) argue 
that ‘emotional competencies’ (i.e. self-awareness, self-discipline, persistence 
and empathy) have greater implications for job-related performance than 
intelligence and training. Some argue convincingly that emotional mixed-
mode competencies are not the same construct as EI (Ashkanasy and Daus, 
2005). A summary of the research work and the major themes in the domain 
of performance and EI is provided in Table 3.2.

Organisational researchers investigating emotions have often 
neglected to include job performance as part of ‘behaviors or actions 
that are relevant to the goals of the organization in question’ (McCoy 
et al., 1994: 493). For example, Arvey and Murphy (1998) suggest EI 
facilitates better individual performance and organisational outcomes. 
EI is potentially relevant to contextual performance, specifically leader-
ship and management in general (Motowidlo and Van Scotter, 1994). 
Goleman (1999) also argued strongly that the higher the level of man-
agement, the more vital all aspects of EI become. Employees with well-
developed EI are likely to be more effective in jobs requiring extensive 
contextual performance, as required in managerial and executive roles 
(Borman and Motowidlo, 1997).

Further, Goleman (1995) proposed 25 emotional competencies encom-
passing five elements as the underlying principles of gaining expertise in 
relation to one’s: (1) self-motivation, (2) self-awareness, (3) self-regulation, 
(4) empathy for others and (5) adeptness in establishing and maintaining 
interpersonal relationships. Goleman (1999) argues these social and emo-
tional characteristics are linked to successful job performance in the work-
place. Goleman (1999: 21) later asserts ‘As more companies put a premium 
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on people who can lead, the ability to influence is one of the competencies 
at a premium.’ How well employees handle themselves and each other emo-
tionally, are as important as the intelligence or expertise possessed  
(Goleman, 1999; Boyatzis et al., 2000).

As Goleman’s (1998: 34) argument goes, apart from intelligence, the 
single most important factor distinguishing ‘star performers’ from the ‘also 
rans’ is EI. As with many of Goleman’s assertions about EI this is yet to be 
empirically verified. Goleman’s (1995) view that emotions play an impor-
tant role in business decision-making – the more important the decision, 
the stronger the influence – is, however, supported by a seven-year longitu-
dinal study conducted by Dulewicz and Higgs (2000). A meta-analysis by 
Van Rooy and Viswesvaran (2004) also found that EI predicts workplace 
performance but to a much lesser degree than other proponents suggest 
(Van Rooy and Viswesvaran, 2004). This is consistent with Joseph and 

Table 3.2 Overview of major themes related to performance and EI
Scholars Research focus

Arvey and Murphy (1998) EI, individual performance and  
organisational outcomes

Borman and Motowidlo (1997) EI and job effectiveness
Boyatzis et al. (2000) Emotional competencies and job 

performance
Boyatzis and Sala (2004) Empathy, emotional self-awareness  

and performance
Cherniss (2010) EI, work context and performance
Cropanzano et al. (1993); Hosie and 

Sevastos (2009); Staw and Barsade 
(1993); Wright and Staw (1999a, 
1999b); Wright and Cropanzano 
(2000)

Emotions and job performance

Goleman (1995) Emotional competencies
Goleman (1998); Van Rooy and  

Viswesvaran (2004)
EI and job performance

Goleman (1999); Boyatzis et al. (2000) Emotional control
Joseph and Newman (2010); Newman 

et al. (2010)
Mixed EI and performance

Motowidlo and Van Scotter (1994) EI and contextual performance
Newman et al. (2010) Emotional labour levels and  

performance
Spector (2005) Emotional dissonance and  

performance
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Newman’s (2010) finding that EI only explains incremental validity over 
cognition and personality for employee performance.

Reports from a study conducted by Barzdil and Slaski (2003) showed 
employee’s concerns for the quality of products and services to be positively 
correlated with the EI competencies of empathy and self-regulation. Self-
awareness and self-regulation are positively linked with problem-solving 
capabilities associated with subordinate conflict situations (Morehouse, 
2007). Further, empathy and emotional self-awareness has been found to 
predict successful work performance (Boyatzis and Sala, 2004). A link has 
also been made between work performance and self-awareness, emotional 
resilience and motivation (Barzdil and Slaski, 2003).

A number of the elements such as empathy towards employees, genu-
ine concern, self-management and suitable leadership style are important 
in reducing obstacles to help ensure effective job performance. Boyatzis 
and Sala (2004) demonstrated that EI is linked to workplace performance 
across a range of organisational contexts. Specifically, employee EI has 
been positively linked with health, teamwork, productivity and profit. 
Aspects of EI have been shown by qualitative and qualitative investiga-
tions to be critical for effective job performance and the prevention of 
negative job stress (Offermann et al., 2004; Daus et al., 2004). Jordan et al. 
(2002) argue that employees with high levels of EI have the ability to 
identify and proactively manage work-related stress and emotional out-
comes of work insecurity, leading to successful job performance out-
comes. EI has emerged as an important construct in relation to job 
performance (Lopes et al., 2005). The emotion–performance link has 
been explored in general (Bar-On et al., 2005) and more specifically in 
relation to managers (Caruso and Salovey, 2004). Studies using a variety 
of methods and samples have also shown a positive relationship between 
some forms of emotion and job performance (Cropanzano et al., 1993; 
Hosie and Sevastos, 2009; Staw and Barsade, 1993; Wright and Staw, 
1999a,b; Wright and Cropanzano, 2000). Poor discriminant validity,  
however, exists between some EI and Big Five personality dimensions 
(Barrick et al., 2001).

From the perspective of the Ability model, EI does indicate discriminant 
validity with the Big Five (Daus and Ashkanasy, 2005). Of note are extensive 
meta-analyses by O’Boyle et al. (2011) and Joseph and Newman (2010). A 
meta-analysis extension of a previous meta-analysis, using dominance anal-
ysis, by O’Boyle et al. (2011: 788) determined that ‘all three streams of EI 
measures [self- and peer-report measures and mixed models] exhibited 
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substantial relative importance in the presence of Five Factor Model and 
intelligence when predicting job performance.’ Although in this research EI 
accounts for the unique variance in predicting job performance other stud-
ies indicate otherwise.

In contrast, Joseph and Newman (2010) concluded that, overall, job per-
formance measures added no incremental predictability over cognitive abil-
ity and the Five Factor Personality Model. A progressive model of EI 
developed by Joseph and Newman (2010) empirically confirmed meta- 
analytic data to test a ‘cascading model’ of ability-based EI facets. Emotional 
regulation was identified as a key dimension of EI that influences job per-
formance. Job role context was shown to be critical for jobs requiring high 
emotional labour (Joseph and Newman, 2010; Newman et al., 2010). EI 
positively predicted performance on jobs with high emotional labour but 
exhibited no relationship for low emotional labour jobs as would be expected 
(Newman et al., 2010). In contrast, ‘emotional dissonance’ increases employee 
tension, thus negatively impacting their performance (Spector, 2005).

Work by Cherniss (2010) acknowledged that EI is positively associated 
with performance, suggesting that context does makes a difference. For 
example, a positive relationship between EI and job performance is notice-
able for jobs that would be expected to require high levels of EI (Daus et al., 
2004; Cage et al., 2004). Emotion perception was found in this model to 
causally precede emotion understanding. Subsequently, this was found to 
precede conscious emotion regulation and job performance. Mixed-based 
measures of EI seemingly explained variance in job performance beyond 
cognitive ability and personality. Links to the ability-based EI and job per-
formance was inconsistent. Mixed-based EI have been found to be empiri-
cally stronger (although theoretically weaker) predictors of job performance 
than ability-based EI (Joseph and Newman, 2010; Newman et al., 2010).

POTENTIAL AVENUES FOR FUTURE RESEARCH

Our synthesis of relevant literature indicates that if EI is conceptualised as 
an ability and thus provides incremental validity for predicting socially rel-
evant outcomes (Mayer et al., 2008: 503) then empirical support is tanta-
mount. This means specific empirical field investigations must also explore 
the wider variety of workplaces to establish the generalisability of the con-
struct on performance. Scholars can look to Eastern contexts for inspiration 
and direction. As indicated, the widely used practice of controlling the mind 
in many Eastern cultures as a means of governing one’s emotions and 
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subsequent behaviour provides general face validity that emotions (and sim-
ilarly EI) potentially impact behaviour. Western organisations are increas-
ingly supporting the practice of mindfulness in the workplace (Hyland 
et al., 2015). A vast and growing literature on the topic is emerging in both 
Eastern and Western contexts. Such individual and group behaviour, if posi-
tive, will inevitably contribute to positive organisational outcomes.

To date, literature in the Eastern context on this particular point is scant, 
as is the paucity of investigations linking EI to actual job performance as a 
variable criterion (Joseph and Newman, 2010). Evidence in the Western 
literature does, however, indicate an increasing awareness of the emotion–
performance nexus (Hosie et al., 2012). The perplexing question facing 
scholars is not whether EI and individual (and by default organisational) 
performance exists, but rather how managers can best enrich an individual’s 
EI with a view to influencing individual and group behaviour. Employees 
need the ability to persuade and influence emotions in a work context 
because strong emotions have an encouraging or harmful impact on perfor-
mance. Extending the scope of studies into Eastern realms, where self-
reflection (such as concern for giving and receiving ‘face’) and contemplation 
moderate individual behaviour, offers great potential to unlock this secret 
and warrants further examination.

Concerns about operational definitions of EI still exist and need address-
ing if the robustness and acceptance of the construct (and its impact within 
organisations) is to become mainstream. EI should be distinguishable from 
conceptualisations and measurement of individual personality traits. In 
order to address these two issues concurrently, Cole and Humphrey (2011: 
52) depict three broad research domains that need pursuing in order to 
further develop and explore the EI–leadership nexus, namely: ‘(1) more 
rigorous methodologies; (2) examination of more comprehensive theoreti-
cal models; and (3) pursuit of innovative research areas’. The first two areas 
pertain to more arduous scholarly activity and the last relates to specific 
work-related contexts of potential research. Collectively these will contrib-
ute towards a much clearer understanding and significance of EI within 
organisations.

In addressing the first two research domains, when measuring EI it is 
critical to ensure that the construct is distinct from others. Some com-
mentators suggest that EI or ESC (emotional social competencies) mea-
sures simply do not predict important outcomes very well, especially 
when personality and cognitive ability are taken into account. Much of 
this difficulty is due to small sample sizes, lack of validation and poorly 
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designed studies that do not take into account the breadth and structure 
of both personality and ability studies (Harms and Credé, 2007). Clearly 
caution is necessary when generalising these findings. Nevertheless, the 
results in the literature to date still have important implications for organ-
isations. This conceptual clarity between constructs is particularly impor-
tant when developing measures to be used across multicultural contexts 
because conceptual domains and associated measures often have different 
meanings across different contexts (Brislin, 1970; Douglas and Craig, 
2007). If future studies are to draw upon and learn from widely used 
‘mind control’ practices within Eastern contexts, then it is imperative that 
ways of capturing and measuring these concepts, especially mindfulness, 
are methodologically sound.

A number of specific areas need to be addressed. First, studies of EI and 
leadership while controlling for cognitive ability, personality, functional 
skills and specific cultural dimensions (Antonakis, 2003; Walter et al., 2011) 
would be particularly beneficial. In light of this, more effective measures to 
determine EI organisational outcomes are also required. Second, while the 
influence of EI on team effectiveness is in its infancy, the construct still 
requires further substantive quantitative results (Ashkanasy and Daus, 2002; 
Elfenbein and Ambady, 2002; Druskat and Wolff, 2001; Jordan and  
Ashkanasy, 2006). The third area involves investigating the nexus between 
leaders’ cognitive and emotive states. On this point, new medical science 
research is now revealing how parts of the brain explain the interconnec-
tions between emotive and rational based behaviours (Walter et al., 2011) 
and, when coupled with the psychological and sociological domains, poten-
tially further explain aspects of leadership (Waldman et al., 2011). Overall, 
‘hard’ scientific methodologies in this emerging research in the domain of 
brain science have the potential to reconsider existing and develop new 
theories, as well as test new and existing constructs.

INTERPERSONAL NEUROBIOLOGY

One area worth exploring in relation to EI is the interdisciplinary field of 
interpersonal neurobiology. Research in this domain focuses on how the 
brain and extended nervous system interact with the minds of others in an 
‘embodied relational process that regulates the flow of energy and informa-
tion’ (Siegel, 2012: xxvi) to create responses and reactions in the social and 
physical environment. The goal of interpersonal neurobiology is to contrib-
ute to healthy minds, integrated brains and empathic relationships (Siegel, 



Emerging HRM perspectives 51

2012). Interpersonal neurobiology rose to prominence in the 1990s, the 
‘decade of the brain’ (Siegel, 2007). Based on neuroscience, these studies 
recorded behavioural changes based on self-report data-gathering instru-
ments, such as the Profile of Moods Questionnaire and Quality of Life 
Inventory (Baer et al., 2006). However, the recent discovery of neuroplasti-
city – the capacity of the brain to change and improve throughout life – and 
the use of advances such as the Computer-Aided Tomography (CAT) and 
Positron Emission Tomography (PET) scans to map accompanying changes 
in the brain’s neural structure are yielding perspectives that augment EI 
research.

Mindful awareness or ‘attention to intention’ research is based on the 
neurobiological scientific mechanism underlying EI and ESC. Mindfulness 
has been defined differently across disciplines but converges in relation to 
three elements: (1) awareness (2) of present experience (3) with acceptance 
(Black, 2011). Mindfulness or mindful awareness is operationally defined by 
Brown et al. (2007: 212) as

as a receptive state of mind wherein attention is kept to a bare registering of the 
facts observed . . . permitting the individual to ‘be present’ to reality as it is rather 
than react to it or habitually process it through conceptual filters . . . Without the 
overlay of discriminatory, categorical, and habitual thought, consciousness takes 
on a clarity and freshness that permits more objectively informed psychological 
and behavioural responses.

In common with EI and ESC research exploring mindfulness is con-
cerned with understanding and constructing adaptive outcomes in social 
relations as well as crafting human mental and physical well-being. There-
fore, mindfulness research investigates variables that are complementary and 
content that is overlapping with EI (Siegel, 2007, 2010; Mayer et al., 2008). 
Scientific advances such as CAT and PET scans enable researchers to map 
neurological changes in the brain that can be attributed to mindful aware-
ness practice (Begley, 2007; Doidge, 2007; Siegel, 2007). Increasingly, it has 
become evident that mindful awareness is not only a corrective treatment 
for disorders and a component of health and well-being; it also contributes 
to optimal mental functioning (Siegel, 2012) which can have positive work 
consequences for employees learning to increase organisational effective-
ness. When people are introduced to EI or ESC they generally expect to 
develop insights to better understand their own and other’s behaviour, thus 
leading to improved relationship management and goal achievement. This 
‘good behaviour’ in organisations has been described as ‘how to play nice, 
share candy and not bite their co-workers’ (Tan, 2012: 17).
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In contrast, interpersonal neurobiology focuses primarily on expand-
ing the range and depth of people’s emotional abilities so that people 
can be free from the emotional compulsion to react in one way or 
another. Therefore, employees develop skills that enable them to respond 
in more adaptive, creative and rational ways that are best for themselves 
and everybody else (Tan, 2012). From an organisational view point, this 
means individuals can learn how to be more cognisant of how they are 
thinking and reacting emotionally and responding in ways that serve 
them well. Mindful awareness research that encapsulates this realm is 
closely connected to neuroscience by psychiatrists and neuroscientists 
(Siegel, 2007) and others such as Begley (2007), Doidge (2007), Langer 
(1997) and Wallace (2006). This stream of scholarly activity continues to 
bridge the gap between the ‘soft’ sociological sciences, such as EI and 
ESI and ‘hard’ cognitive behavioural scientific research. Mindfulness 
research cited here is scientifically validated suggesting this stream of 
research can potentially provide another clue to help optimise organisa-
tional performance.

Greeson’s (2009) review of the extant mindfulness research examined 
the effects of mindfulness on the human mind, body and behaviour and 
revealed interesting insights for organisational scholars and practitioners 
alike. This review indicates mindfulness has a greater association with hav-
ing a positive state of mind, the net effect being a beneficial influence on the 
brain, the autonomic nervous system, stress hormones, the immune system 
and healthy behaviours in areas that include eating, sleeping and substance 
abuse. Other researchers have demonstrated that mindfulness practice can 
influence areas of the brain involved in regulating attention, awareness and 
emotion and thereby significantly improve the efficiency of executive atten-
tion (Lutz et al., 2008; Tang et al., 2007). There are other methods developed 
in the East such as yoga, tai chi, contemplative prayer and meditation that 
promote this way of thinking/being. However, mindfulness and/or mind-
sight is discussed here from the perspective of scholarly literature related to 
neuroscientific research and is not implicitly based or grounded in religious 
or martial arts practice.

Mindful awareness training has been demonstrated to improve perfor-
mance in tasks that require skills in sustained attention, switching, inhibition 
of elaborative processing and adopting a wider perspective to contribute to 
greater mental acuity (Bishop et al., 2004). For example, a study by Jha et al. 
(2007) examined whether or not meditation through mindfulness training 
could modify the three subcomponents of attention, namely the ability to: 



Emerging HRM perspectives 53

(1) prioritize and manage tasks and goals; (2) voluntarily focus on specific 
information; and (3) stay alert to the environment. Such training included 
30 minutes of daily mindful awareness meditation for eight weeks to see if 
this enhanced performance and the ability to focus attention (Jha et al., 
2007). This research supports earlier studies demonstrating that the practice 
of intentional focus on sensory experience results in synaptic changes that 
restructure the brain. From an organisational perspective, the real question is 
whether such training has long-term consequences on both individual per-
formance and organisational productivity. If mindful awareness practice for 
neurological fitness can be compared to the effects of physical exercise to 
build strength and endurance (Greeson, 2009) to broaden and build mental 
traits (Compton, 2005).

There are important lessons to be learnt from current applications of 
‘exercising and controlling the mind’ across a wide variety of Eastern cul-
tures that we currently draw on for scholarly and practitioner guidance. For 
example, during the past 20 years, Jon Kabat-Zinn and colleagues (2005) 
have experimented with a form of Buddhist meditation juxtaposed with 
mainstream medicine. This particular meditation is referred to as Mindfulness-
Based Stress Reduction Training (MBSRT), a discipline aimed at develop-
ing the ability to: (1) pay attention utilising mindfulness qualities and 
affective qualities such as generosity, empathy, gratitude, gentleness and lov-
ing kindness; and (2) pay attention within a systems perspective to the 
simultaneous consciousness of being a whole and being part of a larger 
whole (Shapiro and Schwartz, 2000). The ability to self-regulate, focus 
attention and manage stress is valuable in business environments. Organisa-
tions such as Green Mountain Coffee in Vermont (Stanley and Jha, 2009) 
and Google’s Silicon Valley operation (Tan, 2012), among others, support 
employee mindful awareness programmes. Mindfulness protocols continue 
to be refined to reduce stress and suffering through increased self-awareness. 
These practices are gaining widespread support in universities (for example,  
Stanford in the United States and Monash, Queensland University of  
Technology and Curtin in Australia) for both students and staff as well as 
being integrated into university courses.

Interest in nurturing the capacity for self-regulating skills such as mind-
fulness continues to grow exponentially (Kabat-Zinn, 2005; Stanley and Jha, 
2009; Greeson, 2009; Brown et al., 2007) because the constantly changing 
business environment requires employees to make intelligent decisions effi-
ciently and to manage relationships wisely. Developing self-awareness is a 
highly disciplined skill that requires longer training to acquire than similar 
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skills (Needleman, 1975). Professional training programmes offering evi-
dence-based practicums for those interested in teaching MBSR are becom-
ing available worldwide. In the business environment, specific ways to 
achieve this unique quality of consciousness through mindfulness training is 
becoming increasingly mainstream (Brown et al., 2007; Greeson, 2009). This 
particular stream of practitioner activity and scholarly research along with 
other domains cited here, represents exciting prospects for developing the 
type of individual mindsets capable of increasing productivity in the work-
place. They do, however, represent an equal array of challenges and com-
plexities that need to be addressed if we are to fully appreciate the value of 
an individual’s EI within organisations. Humans tend to be bad at focusing 
on the good and very good at focusing on the bad or the mistakes they 
make (Hanson, 2013). We struggle to survive and therefore notice when 
something is wrong, is a mistake or is out of the ordinary more readily than 
we do when things are good.

‘Taking in the Good’ requires paying attention to purpose with a differ-
ent nerve pathway than the one stimulated by error (Dane, 2011). Recent 
developments in neurobiological research and practice have been translated 
effectively into new approaches to wellness programmes, motivation and 
leadership. For example, frontier work by Hanson (2013) at the Wellspring 
Institute for Neuroscience and Contemplative Wisdom indicated that ‘peo-
ple who completed the Taking in the Good Course experienced signifi-
cantly less anxiety and depression, and significantly greater self-control, 
savouring, compassion, love, contentment, joy, gratitude, self-esteem, self-
compassion, satisfaction with life, and overall happiness.’ Results from this 
work suggest that it is possible to for people to learn how to make ‘good 
stronger than bad’.

Another salient finding of neuroscience is a reaffirmation of what has 
been often affirmed in the past but too often overlooked when pressure, 
haste and goal achievement become paramount. In these circumstances, 
human beings are more likely to behave adaptively and intelligently and to 
thrive in environments where authentic or genuine relationships with 
trusted colleagues are valued. When humans feel safe energy can be directed 
toward creativity, cooperative problem-solving and inspired goal achieve-
ment rather than defensiveness. Debilitating emotions, such as fear and 
anger, arise in a more accessible neurological process than friendly, loving 
and cooperative feelings. This is the survival instinct. To counteract this 
instinct, effective team building, leadership and managerial training can 
mindfully nurture behaviours, processes and practices that produce safety 
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and avoid focusing on negative behaviour (Siegel, 2007, 2010; Doidge, 2007; 
Begley, 2007; Langer, 1997; Wallace, 2006)

Overcoming unproductive mindsets is important to organisational agil-
ity. Dweck (2006) describes ‘growth’ versus ‘fixed’ mindsets. She points out 
that when we have learned what to expect through training or experience 
we are very good at producing the status quo because we correct to what 
we think we know and miss opportunities for creative or growth mindsets. 
It takes effort and attention to intention or mindfulness to consciously 
choose to be innovative. Nobel Prize winner Daniel Kahneman (2011) 
points out that most of our thinking is reactive not creative – fast. To be 
responsive, creative and innovative rather than reactive in an environment 
that is constantly disrupted with radical change requires mindful attention 
and deliberate effort – slow. Concerns about human survival in an increas-
ingly global and complex environment are addressed in interpersonal neu-
robiology research since human reactions to threat or safety are explored. 
Increasingly corporations are realising that new formulas for leadership and 
human interaction must be carefully crafted.

CONCLUSION

Despite the plethora of publications about emotions in the various literatures 
to date, the study of EI is still in its infancy and not without criticism. This 
permeates across scholarly and practitioner realms. Typically, Goleman’s mus-
ing about EI has been extensively criticised in the academic press for a lack 
of coherence and conceptual clarity. Admittedly, many of Goleman’s (and 
supporters’) statements have not been substantiated through empirical 
research but his ideas should, at the very least, be characterised as early 
attempts at valuable theory building in this domain. Goleman is not the intel-
lectual heretic some academics would suggest but one of the forerunners in 
an exciting field of organisational research. Moreover, Goleman has been suc-
cessful in bringing this interesting – and useful idea – to public prominence.

Clearly, EI transcends theory to become an accepted aspect of job-
related performance, attracting continual interest from both scholars and 
practitioners. Of course the important questioning about the validity of this 
construct, including its measurement, still remain. Despite limited generalis-
able empirical research to support the assertions of EI proponents, the lit-
erature has on balance proved more useful than harmful in understanding 
the potential application of EI in the organisation. Although opinion about 
EI may seem to be polarised at this point in time, given that the parallel 
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domain of IQ has been scrutinised by academics for more than 90 years, it 
is clearly going to take some time for EI to gain traction (or be repudiated) 
and maturity in academia.

Unfortunately, Goleman and other researchers do not always help with 
respect to their depictions of EI, particularly within the work setting. Those 
supporting the ‘commercial’ approach on the applied value of EI have 
tended to make expansive and faddish claims (Murphy and Sideman, 2006), 
typified by Goleman, on the applied value of EI within organisational set-
tings. Assertions by Goleman and like-minded commentators about the 
impact of EI in the workplace still remain largely speculative and require 
empirical verification to provide evidence and clarification of the relation 
of EI to organisation functioning (Goyal and Akhilesh, 2007). However, as 
Landy (2005) observed, despite the many academic detractors, there is 
strong and continuing support for the EI idea, with concomitant instru-
ments and interventions, in the lay business community. Lopes et al.’s (2005) 
research suggested that assisting employees to develop emotional skills may 
yield organisational benefit and, despite the many criticisms, EI is still wor-
thy of further empirical exploration.

Ashkanasy and Daus (2005) posit that EI will continue to be a construct 
of interest in research on organisation behaviour. They consider EI to be 
another tool for researchers and psychologist alike to help better understand 
human behaviour and not a substitute or a new form of social or intellectual 
aptitude. These authors argue EI is positively linked to other forms of intel-
ligence but retains its distinctive identity, varies from individual to individ-
ual, develops from childhood but can be learned and enhanced through 
training, and contributes partly to a person’s abilities to effectively and suc-
cessfully recognise, perceive (self and others), understand and manage emo-
tions. As organisational focus shifts from individual to high-performance 
work-team systems, intangible assets like socio-emotional competencies, 
knowledge, cognitive competencies and innovativeness are likely to be inte-
gral to high-quality job performance. Leaders therefore need to recognise 
the influence of employee emotions in determining team design (team-
work) or work outcomes (productivity and profit). Emotions and behav-
iours like fear, conflict, ego, anger, anxiety and so on can be detrimental to 
job performance. The question of how much EI translates into those com-
petencies that yield successful performance at work needs addressing. The 
literature indicates such competencies are now likely to be as important for 
successful workplace performance as is other individual traits but generalis-
able empirical models to support this position are still scant.
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Typically, EI potentially enables employees to assess and moderate the 
impact of external and internal contingencies while making decisions 
within an organisational framework and bureaucracy. Overreacting to 
situations and fuelled by ‘uncontrollable’ emotions can negatively impact 
effective decision-making and performance. Possessing EI allows individ-
uals to relate emotionally and intellectually to other people at work, 
encouraging positive self-expression and communication. Indeed, Nelis 
et al. (2009) confirm that EI can be learnt and therefore may lead to 
improved job performance outcomes in the workplace. Individuals high 
on EI are able to remain calm and avoid being impulsive and not lose 
control in stressful situations, which can be very important to successfully 
performing front-line jobs (Barry and Fulmer, 2004) and/or managerial 
and executive roles.

EI has the potential to explain behavioural variance not accounted for 
by general mental ability or personality. Further investigation in needed to 
establish EI’s contribution to predicting effective work outcomes for cogni-
tive skills and personality dimensions (Salovey and Grewal, 2005). Despite 
the paucity of empirical research on EI, the overarching theme in the litera-
ture supports the notion that EI competence can dictate the capacity of 
leaders and managers to further develop their own EI, as well as that of their 
employees – leading to positive team and organisational outcomes. There is 
evidence to suggest that an individual’s EI awareness and development can 
be improved through training and development (McEnrue et al., 2010) but 
it is necessary to determine how important EI is to employees’ job perfor-
mance before determining whether it makes sense to invest resources into 
improving specific employee EI. To this effect, Ashkanasy and Daus (2005) 
propose five guidelines for the effective emotional management of 
employees:
 1.  Job design should include emotional aspects of jobs.
 2.  A positive emotional work climate should be created.
 3.  The employee selection process should include consideration of past 

records of emotional attitudes and contributions.
 4.  Employees should demonstrate positive and friendly emotional skills 

which should be encouraged through rewards.
 5.  Training in EI skills should be institutionalised within organisations.

On a final note, the latest neuroscientific research is yielding new infor-
mation about the way emotions affect the brain’s executive functions,  
decision-making and attentional focus. Interpersonal neurobiology scholars 
are now studying various interactions between and within individuals and 
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the environmental (intrapersonal), individuals and community groups. This 
strand of research is helping the understanding of how these interactions 
shape the brain or mind’s capacity to react or respond either adaptively or 
destructively. Scholars in this domain are beginning to learn how to better 
shape habitual emotional experience and behaviour in individuals and 
groups. These topics are closely related to EI and may offer perspectives on 
useful human resource practices that will impact organisational effective-
ness. Perhaps the academically rigorous research based on neurobiological 
science can be blended with useful, practical approaches in the social sci-
ences with regard to EI and ESC. This could be a useful approach to help 
promote growth and well-being at the same time as yielding new insights 
into the nature of human experience and interpersonal interactions (Siegel, 
2012). Perhaps a better understanding of well-founded practice in Asian and 
Eastern cultures of self-reflection, contemplative practice and meditation 
can be advanced in Western contexts through scholarly examination of the 
impact of emotions on employees and organisations.
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CHAPTER 4

Where was HRM? The crisis of 
public confidence in Australia’s 
banks
A. Montague, R. Larkin, J. Burgess

INTRODUCTION

Pre- and post-global financial crisis (GFC), Australian banks have been subject 
to ongoing public scrutiny regarding their advice to clients and their treat-
ment of them, the effectiveness of their training programmes and the efficacy 
of their governance systems, and the fees charged (and profits earned) in a 
regulated oligopoly market. The recent scandals and allegations have been so 
serious that Senate inquiries (Senate Economics References Committee, 
2014, 2015a, 2015b) were conducted and considerable media commentary 
followed that indicated a culture of unacceptable behaviour regarding advice 
and regulatory activities across the banking sector. Thousands of clients 
appeared to have been given unreliable advice and consequently lost millions 
of dollars in assets and savings, generating personal and community hardship 
that in many cases is subject to ongoing litigation. Behind these events is a 
systems failure where the bank’s financial and human resource management 
(HRM) systems and programmes allowed such practices to proceed largely 
unchecked. The banks operated with a code of ethical and professional prac-
tice that was not met by some of its employees, nor was it enforced by the 
bank. If the HRM systems had been operationally effective then many of the 
practices outlined would have been prevented or dealt with expeditiously.

In this chapter, we examine the HRM practices of two of the large  
Australian banks involved in the ongoing public scandal and litigation. The 
banks not identified specifically are referred to as Bank A and Bank B in this 
chapter as there are ongoing processes including court cases, internal organ-
isational inquiries, a Federal Senate inquiry, the payment of compensation 
to aggrieved clients and the sacking of staff deemed to have been engaged 
in unethical business practices.
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Internationally, the banking and finance system has been accused of 
unethical, reckless and even criminal behaviour in the run-up to the GFC. 
The list of allegations, fines and failures is extensive: ‘Barclays has been 
handed the biggest UK bank fine in history as six banks were ordered to pay 
$6bn (£3.9bn) over manipulating the foreign exchange markets’ (Makin, 
2015: 2). Barclays was ordered to pay £284.4m by the Financial Conduct 
Authority as a proportion of the British bank’s £1.5bn settlement with the 
‘City watchdog’ as well as four US regulators. It was reported that JP Morgan, 
Royal Bank of Scotland , Citigroup, UBS and Bank of America were fined 
as well by the Federal Reserve, with only the Bank of America avoiding 
being forced to ‘plead guilty to criminal charges and being penalised by the 
Department of Justice based in the United States (Makin, 2015: 2).The 
reports by regulators outlined that financial traders within these banks 
referred to themselves with names such as ‘The Cartel’ and ‘colluded to rig 
euro-dollar currency benchmarks, profiting at the expense of customers’ 
(Makin, 2015: 2).

In the aftermath of the GFC in the United States, the consequence of 
bank failures, mortgage foreclosures and falling housing prices saw depressed 
economic conditions that resulted in 26 million unemployed and unable to 
locate full-time work (Financial Crisis Inquiry Commission (FCIC), 2011). 
Approximately ‘four million families have lost their homes to foreclosure 
and another four and a half million have slipped into the foreclosure process 
or are seriously behind on their mortgage payments. Nearly, $11 trillion in 
household wealth has vanished, with retirement accounts and life savings 
swept away. Businesses, large and small, have felt the sting of a deep reces-
sion’ (FCIC, 2011: xv). The angst this has caused in the United States has 
been felt in many other parts of the world and people are justifiably angered 
(FCIC, 2011). Ireland, for example, with around four million people now 
had a crippling debt: ‘. . . the economic crisis that downed Ireland’s once-
vibrant “Celtic Tiger” economy forced Dublin to agree to an 85 billion 
euro ($A116.4 billion) bailout with the European Union and International 
Monetary Fund last November [2010]’ (FCIC, 2011). This is an example of 
the significant economic pain and resulted in a change of government due 
to the angst of the population (Ritchie, 2011). Innocent people who had 
adhered to the fundamental rules now found themselves unemployed, dis-
enfranchised and without a job (FCIC, 2011).

The global banking system has been embroiled in a series of scandals 
including collusion, rigging markets, defrauding clients, tax evasion, money 
laundering and fraud. This all occurred in the context of an elaborate system 
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of national and international financial regulation designed to support the 
stability of the financial systems. It is not only the practices and conduct of 
individual banks that have been questioned, but it is also the failure of the 
regulatory systems around the banking system that has been questioned 
(Verick and Islam, 2010). However, the reputation and probity of the bank-
ing sector was questioned well before the GFC. There have been some 
outstanding instances where greed appears to have distorted corporate 
social responsibility. As illustrative examples, in 1998 the Swiss banks were 
shamed into settling a ‘holocaust accord’. After protracted legal challenges 
and resistance from the banks, ‘representatives of Swiss commercial banks 
and Holocaust survivors announced a settlement yesterday in which the 
banks agreed to pay $1.25 billion in restitution to victims of the Nazi era’ 
(Fried, 1998: webpage). Then, on 15 September 2008 – ‘Dark Monday’ –

the world witnessed a radical reshaping of Wall Street. Lehman Brothers fell toward 
bankruptcy; Merrill Lynch was sold to its rival, Bank of America; and AIG pleaded for 
$40 billion in government relief. Those calamities marched in step with a dismal 
parade including the US government takeover of Fannie Mae and Freddie Mac, the 
bailout of Bear Stearns, and the entire subprime debacle. (Donaldson, 2012: 5)

The public scandals, regulatory failures and public bailouts of banks have 
been on a grand scale. For example, the Royal Bank of Scotland in February 
2009 reported the biggest annual loss of £24 billion (Werdigier, 2009) in 
British corporate history, and signed up for Britain’s asset protection plan 
underwritten by the British public (Correy, 2011). Across the Irish Sea the 
Anglo-Irish Bank received a 4 billion government bailout from the Irish 
government in 2009 (Correy, 2011). In Iceland, three of the largest banks 
collapsed when Iceland was found to be $120 billion in debt, which repre-
sented the country’s entire economy multiplied by a factor of ten (Correy, 
2011). In 2008 the giant American insurance company, American Interna-
tional Group Inc. (AIG), was bailed out by the United States government 
(Correy, 2011) for $182 billion (Grunwald, 2014).

Nankervis et al. (2014: 5) noted ‘that the economic interconnectedness 
of countries (possibly the major hallmark of globalisation), coupled with 
the unethical behaviour of some senior managers in the finance and other 
industry sectors, contributed significantly to recent worldwide financial 
difficulties including the GFC of 2008–9 and subsequent major economic 
problems in Greece, Spain, Ireland, Cyprus and other European Union 
(EU) countries’ (Nankervis et al., 2014: 5). ‘Such events have resulted in 
the demise of many businesses; more active intervention of governments 
in company bailouts and the re-regulation of industries; and associated 
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changes in HRM strategies, including mass retrenchments and major 
revisions to staffing, performance management, executive pay systems, 
human resource development, rewards and career development programs’ 
(Nankervis et al., 2014: 5).

In the Asian region, there have been several bank runs and bank bailouts 
as governments have been forced to support banks in order to stabilise the 
financial system. Banking runs, crises and bailouts were recorded in Malaysia 
in 1999, Myanmar in 2003 and China in 2014 (Anon., 2014; Fuller, 1999; 
Tumell, 2003). There are calls for the national banking systems in the region 
not only to maintain fiduciary and prudential standards, but also to meet 
community expectations regarding ethical and moral conduct (Chan, 2015). 
As free trade arrangements are developing across the regions there are calls 
for improved corporate governance and ethical standards to be implemented 
across all sectors, not only banking, to support the expansion in trade and 
investment (Razook, 2015).

The following analysis of two commercially profitable banks operating in 
Australia is instructive to the banking system within the region. It is also 
useful in highlighting the importance of an operational and effective HRM 
system that develops and enforces ethical standards within the organisation.

Australia has a limited number of large banks on a comparative global 
scale but all are well capitalised and underpinned by a robust retail base, 
developed capabilities in regard to wealth management and fully serviced 
activities in trade finance and commercial and corporate advisory infra-
structure impacting on the South East Asian Region (Austrade, 2011). 
However, the reputations of the Australian banks focused on in this chapter 
are tarnished too as they have harmed many clients who followed what they 
considered to be professional and ethical advice.

Banks are crucially important institutions within societies as they per-
form numerous roles that are vital economically (Balluck, 2015). They 
provide useful information for borrowers and investors to ensure proper 
use of the funds that they have at their disposal, obtained largely from 
depositors (Balluck, 2015). Banks also execute key roles in capital markets 
and theoretically ‘contribute to the efficient functioning of financial mar-
kets’, but as demonstrated in the recent financial crisis, ‘banks can create 
and propagate risks in the financial system given their scale, as well as the 
interconnected and complex nature of their activities’ (Balluck, 2015: 4). 
When banks lose their ethical compass, from an economic perspective the 
society is at risk (Bhandari, 2014), as was shown in the financial crisis of 
2008/9 (FCIC, 2011).
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METHODOLOGY

In this chapter, a qualitative methodological approach involving a review 
of the relevant literature and an analysis of bank documents was adopted 
to outline the actual and potential effects of HRM on organisational 
effectiveness as an analytical framework, reflecting the work of Boyatzis 
(1998), Braun and Clarke (2006), Thomas (2006) and Hartman and Conklin 
(2012). The research design uses the key components of HRM as a con-
ceptual framework to illuminate the activities of the banks through the 
lens of strategic HRM. The ongoing public scrutiny, public criticism and 
litigation involving major Australian banks reflects poorly on the underly-
ing management and organisational systems of those banks. It is within 
this context that the chapter examines their HRM systems and their fail-
ure to ensure organisational propriety and effectiveness in the light of 
these ongoing challenges.

LITERATURE REVIEW – HRM AND ETHICS

HRM involves strategically focusing people on the organisation’s business 
goals for mutual satisfaction (Stone, 2013). Nankervis et al. (2014) and Bratton 
and Gold (2012) considered HRM as a constant factor for organisations to 
succeed as their staff develop (or redevelop) and improve the services and 
products, operate and maintain the technology, control and monitor the 
financial resources, and manage and lead other people in the organisation. 
Nankervis et al. (2014) considered that human resources are the ‘most 
unpredictable’ of all organisational resources when contrasted to financial 
balance sheets, technical resources and machinery, due to the mixture of 
emotional (rational and irrational) traits that humans possess. People are 
frequently the major ongoing cost factor in any organisation, and are likely 
to be considered an organisation’s most valuable asset (Bohlander and Snell, 
2010; Bratton and Gold, 2012; Stone, 2013). It is crucial that staff are ‘man-
aged effectively, equitably and ethically, and that their personal and work 
needs are satisfied, if organisational objectives are to be achieved’ (Nankervis 
et al., 2014: 5).

For Bratton and Gold (2012) and Stone (2013), HRM embodies a 
strategic approach to meet organisational goals, particularly financial 
goals, through managing employment relations and focusing and lever-
aging staff capabilities in terms of ongoing commitment to maintaining 
a position in the marketplace. The key components of HRM include 
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selection, appraisal, human resource development (HRD), rewards (per-
formance management) and ethics (Bratton and Gold, 2012; Nankervis 
et al., 2014; Stone, 2013) and are the key functions that will be focused 
on in this chapter.

Drawing from the Harvard model (Beer et al., 1985), other key compo-
nents of HRM include situational factors, stakeholder interests, HRM pol-
icy choices and long-term consequences. These key HRM components are 
not complicated and are largely self-explanatory, with the possible excep-
tion of the link between HRM and ethics which is a key interest of this 
study. Bratton and Gold (2012) complained that ethics was neglected within 
the discourse surrounding HRM in the literature despite being a key cen-
tral issue in the employment relationship. Bratton and Gold (2012) explained 
that ethics involves a range of issues drawing on moral principles and values 
and may involve dilemmas where two, or perhaps multiple, values conflict 
and an ethical position that can be adopted may exceed the concept of a 
minimum obligation. Under the ethics umbrella Bratton and Gold (2012) 
incorporated corporate social responsibility (CSR) that brings in the rela-
tionship between the organisation and external stakeholders, embracing 
local communities, the wider society and the planet in relation to sustain-
ability (Bratton and Gold, 2012).

Nankervis et al. (2014: 39) referred to ‘a series of spectacular global cor-
porate collapses around the world over the past several years, which reflected 
dramatically in the 2008–9 GFC and the subsequent disintegration of the 
economies of several EU countries, thus raising concerns about the role of 
HRM’. The corporate failures in the US financial sector were characterised 
by poor investment decisions, poor risk management and inadequate con-
trols over employees. Where staff were rewarded on the basis of sales of 
mortgages, regardless of the risk profiles of the borrowers and the assets, 
banks failed in their duty of due diligence and in their responsibilities to 
uphold ethical behaviour.

This raises the need for HRM ethical systems to be developed. HRM 
professionals should also be responsible for ethical awareness, training and 
evaluation. Ethics and values are of crucial importance in all areas of man-
agement, but particularly so in the implementation of well-designed HR 
strategies, processes and plans. ‘Equity, fairness, professionalism and respect 
for employees ensure that employee satisfaction contributes to business suc-
cess’ (Nankervis et al., 2014: 46). This extends to the array of stakeholders 
that include shareholders, governments, managers, owners, employees, cus-
tomers and suppliers.
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The five professional ethics items governing professional conduct in HRM, 
according to Nankervis et al. (2014), include integrity, meaning the practice of 
the HRM profession with high levels of integrity, fairness and honesty; legality, 
respecting individual rights and being law-abiding; proficiency, working to 
improve confidence from a professional perspective; professional loyalty, sup-
porting the HRM profession and not abusing professional alliances or affilia-
tions for ‘personal or business gain’; and finally confidentiality, respecting 
employee confidentiality particularly in relation to privileged information.

Stone (2013) considered ethical issues to be increasingly important 
to HRM managers, claiming that increased organisational complexity, 
ambiguity and conflict tested morality and standards of behaviour. He 
explained that ethics is relatively simple and meant what is good or bad 
or right or wrong, while conceding that at times there is no clear or 
discernible distinction between what is unethical and what is ethical. He 
also referred to the issues of ‘whistleblowers’ and defined them as persons 
who expose the inappropriate work of colleagues which they view as 
unethical, wasteful, harmful and illegal and possibly fraudulent, and 
underpinned by likely maladministration and corruption (Stone, 2013). 
The motivation may be to protect the organisation, but often this can 
impact on the whistleblowers’ lives and result in possible subjection to 
threats, ridicule, abuse or a ‘career meltdown’ (Stone 2013: 20).

Most HRM authors would agree that HRM has a key responsibility to 
ensure that systems are compliant and organisational cultures promote ethi-
cal behaviour among staff, characterised by trust, open communications and 
accountability within a culture where it is clear which behaviours and 
activities are acceptable or unacceptable. They also agree that such ethical 
cultures contribute to organisational effectiveness and need to be reinforced 
by clear HRM policies which encourage and support employees to report 
ethical breaches.

SELECTED AUSTRALIAN BANKS AND THEIR ETHICAL 
BEHAVIOUR

The Australian retail banking sector is tightly regulated and dominated 
by four main banks which are provided with ‘public lender of last resort’ 
support – they are considered too big to fail. In this oligopolistic market 
the profit performance had been outstanding, but beneath the large 
profits are allegations of financial impropriety and corruption towards 
clients that has seen numerous public inquiries and calls for a Royal 
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Commission of Inquiry into the sector (Karvelas, 2015). In Australia, the 
big four banks have been no strangers to accusations of poor ethical 
behaviour and questionable business practices.

On national television, in Australia four very well-paid executives work-
ing within the banking sector were called before an Australian Government 
Senate Inquiry in 2015 where they were compelled to apologise. According 
to Alberici (2015), these apologies stemmed from a culture within Australia’s 
largest banks that permitted unprincipled financial advisers to promote 
investments that were considered risky to clients described as vulnerable.

The operational failures identified in two banks, Bank A and Bank B, are 
now discussed. These are representative of the failures in due diligence and 
in governance that have been seen through media and public inquiries to 
have been systematic and ongoing in the sector. For example, Bank A’s chief 
executive officer (CEO) was recently summoned before a Senate Commit-
tee in Canberra and admitted that his organisation had wrongfully ignored 
an internal whistleblower seven years earlier, when the bank was warned of 
a rogue financial planner (Iggulden, in Alberici, 2015; Senate Economics 
References Committee, 2015b). A Bank A staff member had warned his 
organisation in 2008 ‘of misconduct in its financial advice area but he was 
ignored’ (Iggulden, in Alberici, 2015: webpage). A key question here is why 
did it take the bank so long to react (Sales, 2015)? Belatedly Bank A 
announced a special compensation scheme (Iggulden, in Alberici, 2015), 
but to date only three customers have received any compensatory money 
with more than 200 other claimants still awaiting payment. Bank A’s profit 
continuously eclipses its large bank rivals in Australia, and most of the 
world’s banks, consistently recording annual net profits of over A$5 billion 
(Janda, 2015).

The following is an excerpt from the Senate Economics References 
Committee Executive Summary (2015c) inquiry conducted in 2015, pre-
senting information at odds with the code of conduct espoused by Bank A, 
and thus sheds a poor light on Bank A’s ethics issues and a range of key 
HRM practices that are referred to below.

Advisers deliberately neglected their duties and placed their personal interests far 
above the interests of their clients. The assets of clients with conservative risk posi-
tions, such as retirees, were allocated into high-risk products without their knowl-
edge to the financial benefit of the adviser, who received significant bonuses and 
recognition within CFPL as a ‘high performer’. There was forgery and dishonest con-
cealment of material facts. Clients lost substantial amounts of their savings when 
the global financial crisis hit; the crisis was also used to explain away the poor per-
formance of portfolios.

(Senate Economics References Committee, 2015c: xviii)
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Bank A was among several other banks in offering customers dubious 
financial advice (Iggulden, in Alberici, 2015). Bank A clients’ money was linked 
to ‘risky investments’ they would have objected to but the audit trail was 
obscured as documents were allegedly forged or shredded to cover up the scan-
dal (Iggulden, in Alberici, 2015: webpage). A former Bank A customer publicly 
commented that activities involved forgery, fraud and conduct described as 
deceptive and misleading were seen as reflecting an ‘acceptable business model’ 
within the financial planning division of Bank A (Alberici, 2015).

Bank B dismissed 37 senior financial advisers for ‘failing to meet  
standards’ including forging documents and clients’ signatures, conflicts of 
interest, inappropriate advice and engaging in inappropriate practices amid 
a toxic culture (Ferguson, in Karvelas, 2015). The compensation potentially 
payable to customers is dependent on them raising the issue and it may take 
years before they can get any resolution of their complaints (Ferguson, in 
Karvelas, 2015). One politician in the Senate inquiry aid stated that it was 
like ‘déjà vu’ to hear of a very similar issue to the Bank A scandal. However, 
Karvelas (2015) noted differences whereby Bank A had covered up unlaw-
ful conduct and gross incompetence among financial planners, and Bank B 
had sacked its financial planners but only filed five breach reports with the 
corporate regulator and subsequently did not report them to the regulating 
authority for further investigation.

An internal Bank B document established that ‘rogue advisers’ oper-
ated within the banks and spoke of additional major occurrences over 
the last five years where some advisers forged clients’ signatures and 
tampered with documents in attempts to conceal misconduct (Ferguson 
and Williams, 2015). Ferguson and Williams (2015) described this situa-
tion as disturbing, as the document stated that such instances were not 
revealed through the bank’s internal reviews, controls or audits, but 
resulted from client complaints and queries instigated by the authorities. 
This observation by Ferguson and Williams (2015) adds weight to the 
inquiry finding by the Senate Economics References Committee 
(2015a) which expressed distrust in Bank B’s internal checks on its own 
staff, processes and procedures within its financial planning/advice arm.

The Bank B Wealth boss admitted to the Senate Economics References 
Committee that the bank had quietly compensated 750 customers who 
received bad advice with over A$14.5 million paid, most of which was asso-
ciated with the eight advisers whose conduct was reported to the Australian 
Securities and Investments Commission in breach reports. Bank B has dis-
missed 41 advisers and has now provided those names to the Australian 
Securities Investment Commission (Eyers, 2015b).
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Overall, Bank B has paid millions of dollars to compensate hundreds of 
clients due to inappropriate financial planning advice since 2009 (Ferguson 
Williams, 2015). The level of malpractice and unethical behaviour among 
financial planners involving forgery, sackings and millions in compensation 
places one of Australia’s four banks, Bank B, ‘under fire inside its financial 
advice arm’ (Ferguson and Williams, 2015: webpage). Added to this, follow-
ing severe public criticism, Bank B was ‘forced to pay hundreds of millions 
of dollars in compensation to customers in its UK arm for mis-selling of 
insurance products’ (Ferguson and Williams, 2015: webpage).

Bank A and Bank B had persuaded thousands of clients to make very risky 
investments and thus had exposed them to significant debt as the investments 
were questionable at best, and for many investors resulted in millions of dol-
lars in terms of financial loss (Sales, 2015). The latest Senate inquiry in 2015 is 
the ‘fifth inquiry into financial advice matters from the major banks and has 
been occurring over several years with new revelations emerging’ (Iggulden, 
in Alberici, 2015: webpage). Despite a Royal Commission being requested by 
many observers it has been continually refused by the federal government 
even though millions of dollars have been lost by innocent victims of the 
banks (Ferguson, in Karvelas, 2015; Iggulden, in Alberici, 2015).

The above demonstrates a failure of due diligence, governance and inef-
fective HRM systems. The evidence indicates ongoing problems in meeting 
the expectations of clients, with identified bank employees able to operate 
in a manner that adversely impacted on the financial well-being of their 
clients and at the same time damaging the reputation of the banks in terms 
of not meeting the stated ethical and professional standards set out in the 
corporate webpages, as presented below. The banks failed to develop and 
monitor programmes in their HRM systems that would support ethical and 
professional standards, and in the process they compromised the proclaimed 
objectives of the organisations.

ETHICS IN BANKING – RHETORIC AND REALITY
Statements of ethical intent
From their own corporate websites Bank A and Bank B espouse high ethi-
cal standards and behaviour among staff that are supposedly supported and 
developed through the HRM systems. For example:

Statement of professional practice

By accepting employment with the Bank, all staff agree to comply with the Bank’s 
Statement of Professional Practice, ensuring the principles of professionalism,  
honesty, common sense and fairness.
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If they always act honestly, exercise common sense and are never afraid to ask for 
help if unsure of how to act, staff will not encounter any problems in observing the 
principles contained in this Statement.

Business of the bank

Staff should know their job and the Bank’s instructions applying to it, follow direc-
tions, exercise and not exceed the authorities and discretions delegated to them 
and act in a manner that will enhance the reputation of the Bank. They should 
comply with the law in all their activities.

(Bank A webpage, 2015)

Our beliefs and behaviours

At our heart is a belief in the potential of our customers and communities, and in 
each other. It unites and motivates us:

To do the right thing – Acting in the interests of our customers and com-
munities, taking a long-term view and making decisions and taking actions 
that support the sustainability of our relationships and brands.

To realise potential – This means helping people and . . .

From these beliefs come our common set of behaviours, that ask us to always:

Be authentic and respectful – We value the contributions of all our people 
and treat our employees, our customers and the broader community with 
dignity and respect.

Create value through excellence – Passionate about creating value and 
exceeding our customers’ expectations, we are constantly striving to rede-
fine our standards of excellence.

Our beliefs and behaviours are the foundation of our culture and our brands. They 
are the test of every decision and action we take and unite us in a way of thinking, 
acting and doing business that is unique.

(Bank B webpage, 2015)

HRM, ETHICAL BEHAVIOUR AND ORGANISATIONAL 
EFFECTIVENESS

The key issues pertaining to the two banks in this study are the links between 
their HRM practices and ethics. Ethics underpin the majority of the key 
HRM function, and the following sections of this chapter analyse how closely 
the rhetoric matches the reality in the chosen banks. Ethics concerns ‘the 
inherent rightness or wrongness of actions’ (Nankervis et al., 2014: 41) in all 
HRM functions, notably recruitment and selection, staff development, enter-
prise bargaining, performance management, and rewards and remuneration, 
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while ‘workplace productivity improvements need an implicit and explicit 
underpinning of trust and ethics’ (Nankervis et al., 2014: 41).

The two banks discussed above seemed to have ignored their ethical 
responsibilities when it became known that their financial advice section 
was populated by many staff members of questionable ethics, some poten-
tially bordering on criminality (Ferguson, 2014; Sales, 2015). These organ-
isations also appear to have spurned the business risks associated with 
unethical behaviours – embodied in the following quotation – as they are 
too big and powerful perhaps?

Loss of this trusting culture leads to loss of reputation to attract the best people, 
markets and shareholder value. The importance of people as a source of competi-
tive advantage becomes more evident as service-oriented and knowledge-based 
corporations dominate the economy.

(Nankervis et al., 2014: 41)

Even so, the message supporting the role of HR as ethical guardian is 
clear in that the HR function is the driver of ethical compliance (Winstanley 
and Woodall, 2000). Yet, there are many issues surrounding the ability of the 
HR department to meet these demands. For example, normative stake-
holder theory (see Freeman, 1984), assumes a legitimate claim for employ-
ees’ interests and well-being to be represented. Yet, to do so may signify a 
trade-off to other shareholders’ economic advantage (Greenwood, 2002). 
Regardless, HR’s responsibility to ‘people’ business typically embodies the 
need to observe well founded codes of ethics (Johnson, 2012) and it is 
within the realm of HR that an ethical culture can be developed (Bratton 
and Gold, 2012; Stone, 2013; Nankervis et al., 2014).

In the cases above and from the evidence in the public domain there is 
a failure of HRM systems and practices and inadequate attempts to align 
HRM strategically to corporate social responsibility and appropriate ethical 
standards of behaviour by these organisations. The failure is observed at a 
number of levels, as follows.

Staff recruitment and selection
According to Bratton and Gold (2012) and Stone (2013), the process of staff 
recruitment and selection involves locating, attracting and hiring the best-
qualified candidates from within the organisation or externally for a posi-
tion that is vacant or newly developed in a cost-effective and timely manner. 
The recruitment process includes a well-prepared position description 
through an analysis of the job requirements and attracting employees to 
apply, followed by careful screening and selection of applicants, appointment 
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and integration of the new employee into the organisation (Nankervis 
et al., 2014). The evidence from the two chosen banks suggests that there 
was a failure in recruitment and induction. Key financial advisers were 
recruited whose behaviour did not meet the ethical and professional stan-
dards set by the banks. There are questions around what induction process 
and training these staff received, in particular around meeting the profes-
sional and ethical standards and in supporting the corporate reputation. 
Such flawed processes predictably resulted in significant harm to the two 
banks’ organisational effectiveness.

Staff appraisal and remuneration
Aligning the measurement of employees’ capabilities, skills and competen-
cies with the organisational goals and objectives through development plans 
that deliver results is the theoretical underpinning of employee performance 
management (Nankervis et al., 2014). It is clear that some staff in Banks A 
and B were allowed to act in a way that was unethical and failed to meet the 
professional standards expected by clients and their organisations. The evi-
dence suggests that staff who did not meet these standards were rewarded, 
and that complaints regarding their performance were largely ignored. 
There was a failure in the performance and appraisal systems and a failure 
in the internal reporting systems. Some sections of the banks were allowed 
to operate largely without effective oversight.

Rewards and remuneration systems
In general, indirect and non-cash compensation paid to an employee is a 
common form of reward in addition to wages and salaries (Stone, 2013). 
Some benefits are compulsory by law (such as social security benefits, 
unemployment insurance and workers’ compensation). Others frequently 
vary from firm to firm or industry to industry (such as health insurance, 
life insurance, medical plans, paid vacations, pensions and gratuities). Ade-
quate compensation and other rewards such as recognition, acknowledge-
ment of their input and effective management and leadership may also 
figure into the equation (Nankervis et al., 2014). Rewards may also depend 
on achieving an agreed work plan embodying targets or key performance 
indicators.

The rewards for financial planners in these two banks seem to have been 
distorted and focused too much on monetary bonuses, fuelling an environ-
ment of greed (Morris, 2015; Ferguson, in O’Brien, 2014; Morris, in Senate 
Economics References Committee, 2014, 2015a, 2015b; Eyers, 2015c). 
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Morris (Senate Economics References Committee, 2015b) considered that 
bank executives were earning easily ten times the amount they earned two 
decades previously, which had corrupted the judgement and the culture in 
the banks. The all-embracing focus on sales for larger profits was driven by 
‘remuneration schemes’ with tiers of bonuses paid to each level of manage-
ment. Quite a number of people were getting paid substantial bonuses in 
these financial institutions based on sales in planning and other areas and 
the greed was ‘out of control’ (Morris, in Senate Economics References 
Committee, 2015b: 5). Financial-planning managers were dependent for 
their bonuses on the performance of their team of 12–20 staff and adopted 
the role of a ‘jockey with a whip’ trying to achieve ever higher sales  
figures, with a tolerance for planners to overstep ethical boundaries and 
take risks to write the business (Morris, in Senate Economics References  
Committee, 2015b: 5).

Reward systems were distorted in these two banks leading to a lack of 
respect for and effectiveness of HRM policies, functions and monitoring 
systems.

Human resource development (HRD)
Human resource development (HRD) aims to assist employees to develop 
their knowledge, skills and abilities for both personal growth and organisa-
tional effectiveness. It often incorporates initiating opportunities that may 
include formal and informal employee training, career development, key 
employee identification, mentoring, coaching, tuition assistance and organ-
isational development (Stone, 2013).

The whistleblower who furnished Fairfax Media (Ferguson and  
Williams, 2015) with internal documents spoke of a cultural environment 
that was ‘volatile’, ‘toxic’ and ‘Machiavellian’ within Bank B Wealth where 
the financial advisers worked. Witness after witness made the same observa-
tion within the Senate hearings (Senate Economics References Committee, 
2014, 2015a, 2015b) as did the Bank A whistleblower (Sheedy, in Eyers, 
2015d). So the question is what needs to be done by HRM in developing 
staff to avoid the proliferation of unethical practices. Remedies range from 
recruitment to performance management and appraisal, but training and 
development are obviously crucial in terms of reinforcing basic organisa-
tional ethics.

Professor Elizabeth Sheedy from Macquarie University says the risk cul-
ture in Australian banks is poor (Eyers, 2015c).’ Chief executives of Austra-
lia’s largest banks are ignorant of cultural deficiencies because their staff 
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continue to overlook ethical breaches’ (Eyers, 2015c: webpage).The com-
prehensive study by Macquarie University into bank risk culture has also 
found that half of the staff in Australian banks believe remuneration plans 
‘encourage unacceptable risk taking’ (Eyers, 2015c: webpage).

It seems therefore that HRD is vital to offset the culture of greed that 
has been identified as being at the ‘the heart’ of problems that beset and 
confront the banks (Eyers, 2015c). Sheedy, who formerly worked as a 
banker, is currently completing an original research project centred on a 
survey involving 300 business units within banks and involves 25,000 banker 
informants (Eyers, 2015c). The study, which has extended over two-and-a-
half years is pointing to a finding that the culture in Australia’s banks is 
inferior to Canada’s (Eyers, 2015c). Sheedy’s research also focuses on the 
personality issues and traits of bankers that may lead to behaviour that may 
be described as destructive (Eyers, 2015c). It found staff with ‘Machiavellian’ 
personalities (those who manipulate to gain power) could be seen as the 
most difficult (Eyers, 2015c). Sheedy’s research was viewed as timely given 
the array of ‘scandals’ within in the wealth divisions of four large Australian 
banks (Eyers, 2015c).

Internal governance systems and structure of the board of 
management
Bratton and Gold (2012), Nankervis et al. (2014) and Stone (2013) con-
sidered organisational ethics to be (or should be) the domain of the 
HRM department. Yet, while each of these organisations has an HRM 
department, unethical behaviour continues. This therefore raises the 
questions, how strongly represented is HR in the corporate space, and 
how strongly reinforced are ethical considerations? Scrutiny of each 
bank’s website identifies that from a combined total of 44 governing and 
executive positions (21 board members and 23 executive members) 
across the two banks, only one person has any significant HRM experi-
ence. For example, the Bank B website identifies a male-dominated 
board of directors with a particularly strong financial background, how-
ever without any history of HRM or people or culture management. 
Within the male-dominated executive, HRM is again missing from their 
position titles although one executive previously had a title loosely ref-
erencing an HR function.

The Bank A board is also strongly finance- and male-dominated with no 
direct evidence of HR in the expertise or background of the members. The 
Bank A executive, however, differs from Bank B with balanced gender 
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representation and an executive HRM position, the current incumbent of 
which has a strong corporate HRM background.

The contrasts between the constituencies of the executive teams may 
shed light on our understanding of the differences between the two banks’ 
commitment to upholding their ethical practices, for example the commit-
ment to whistleblowing on other fraud and corruption practices. Bank B’s 
commitment to managing financial crimes such as ‘anti-money-laundering 
and counter-terrorism financing, anti-fraud, anti-bribery and corruption’ 
are clearly referenced on their website, each regarded in terms of the bank’s 
obligation to meet legal and regulatory requirements. The strongly worded 
commitment to legal and regulatory requirements, however, is softened to 
words like ‘encouragement’ and ‘guidance’ when it comes to ethical matters 
such as supporting and protecting whistleblowers. For example, where there 
is a designated HR presence in the executive, ethics and whistleblowing are 
provided a generous website presence where the stronger focus on commit-
ment and protections are clear. Even so, both banks, irrespective of the 
emphasis they provide to ethics and HR through people or process, con-
tinue to accept behaviour that obviously sits outside ethical enforcement 
and has been reported by the media and Senate inquiries in the public 
domain with considerable prominence.

Banks may consider that they are effective as organisations, based on the 
measures of share prices and profits which remain healthy despite the recent 
sharp reduction in global stocks, particularly in China. This chapter presents 
another view through the lens of people management with research indi-
cating that these organisations are not ‘too big to fail’ in their links between 
HRM and organisational effectiveness, especially pertaining to financial 
advisers. Simply stated another dimension of organisational effectiveness has 
been presented, and there are very serious issues that require further research 
in academic and judicial contexts, with the Senate Economics References 
Committee (2015b) clearly calling for intervention by the laws of the land 
following a royal commission.

CONCLUSION

In terms of the evidence cited from the public domain for Banks A and B 
focused upon in this chapter, there are ethical failures along the criteria 
listed by Nankervis et al. (2014). Integrity was compromised, as the evi-
dence suggests that fairness and honesty were not present in the advice 
offered to clients; legality was compromised to the extent that there have 
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been and there are ongoing court cases involving claims for compensation 
from clients of the banks; and proficiency was compromised since profes-
sional standards were not met in many of the examples cited. In addition, 
the large banks have had their corporate reputations tarnished, and the trust 
given them by the public has been damaged.

The banking sector is a key sector in the economy. Across the globe, and 
especially in Asia with its high growth record and aspirations, the banking 
system is a crucial support for these aspirations. An efficient and effective 
banking system facilitates saving, investment, consumer activity and interna-
tional transactions. In the past decade banking systems globally have failed 
the public that has been forced to underwrite bad debts, bad loans and bad 
management. While the banking system is tightly regulated in Australia and 
the economy avoided the huge bank losses and failures that occurred else-
where with the GFC, the sector has been under continuing public scrutiny 
linked to unethical behaviour, predatory business practices and poor systems 
of corporate governance. The centrality of banking to the sustainability of 
the economic system requires high levels of public confidence in the banks 
(they are being effectively underwritten) and due diligence by the banks to 
reciprocate this public investment.

However, the banking sector internationally has been in the spotlight for 
breaches of ethical and professional standards that have seen record fines imposed 
for breaches of national and international law. Allegations against the sector 
include money laundering, tax evasion, market rigging, breaking international 
sanctions, investing in armaments and projects damaging the environment, and 
supporting regimes that breach human rights (Fidelis International Institute, 
2010). The Australian examples are relatively minor compared to the scale of 
unethical practices globally; however, they demonstrate a failure of governance 
and ethical standards. Across Asia, especially given the impetus for increasing 
integration within the region, there is an imperative for all banks to support, 
improve and enforce ethical standards (Chan, 2015).

We have reported on the practices of two banks that are commercially 
successful and meet regulatory requirements regarding their balance sheets. 
The evidence reported is in the public domain since we did not have access 
to internal documents linked to HRM programmes, their implementation 
and evaluation. While the analysis is incomplete the evidence in the public 
domain suggests a failure of HRM systems at all levels including recruit-
ment, performance evaluation, pay, training and corporate governance. The 
banks profess a commitment to high ethical and professional standards on 
their websites; however, it is clear that HRM has either not been a part of 
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the process of developing or enforcing these standards or it has failed to 
monitor and enforce the standards. The banks may have codes of ethics but 
it appears that the HRM function is not effectively addressing ethics in 
recruitment, performance management and staff appraisal, and HRD. The 
question, as asked by Wilcox (2012) of other corporate bodies, is whether 
HRM is complicit in organisations where there has been such ongoing and 
systemic failure to develop and enforce ethical standards of behaviour.
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CHAPTER 5

HRM as a strategic business 
partner: the contributions of 
strategic agility, knowledge 
management and management 
development in multinational 
enterprises – empirical insights 
from India
S. Ananthram

INTRODUCTION

Demographic challenges, the effects of globalisation and the emergence of 
new technologies, workplace changes and dynamic labour markets have all 
had significant impacts on human resource management (HRM) theory 
and practice. These contextual factors have strengthened the imperative for 
HRM to develop as a strategic business partner (Ulrich, 2008) contributing 
to organisational productivity, effectiveness and competitiveness (Bach and 
Bordogna, 2011; Tissen et al., 2010). This chapter reconsiders HRM theory 
and its progress from its administrative and functional origins towards stra-
tegic human resource management (SHRM) and human capital manage-
ment perspectives. This progression in HRM theory has been impelled by 
growing demands on HRM practitioners to demonstrate their business 
contributions through effective evaluation systems (measurement, account-
ability, reporting) (Ananthram and Nankervis, 2014; Roca-Puig, 2012). The 
chapter explores these new responsibilities of HRM professionals, in par-
ticular the key role of a strategic business partner, in a sample of Indian and 
foreign multinational enterprise (MNEs) firms operating in India, with a 
particular focus on three key components, namely strategic agility, knowl-
edge management and management development.
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As a global economy, with a transitional industrial structure comprised 
of an amalgam of government authorities, local private companies and 
MNEs, India was selected as the study context (non-Western) in order to 
assess the capabilities of their HRM professionals as strategic business 
partners in addressing its significant development challenges. The field of 
HRM has undergone significant changes in the last two decades in India 
(Budhwar and Sparrow, 1997) with the HR function evolving from pro-
viding basic support to playing more of a strategic role (Saini and  
Budhwar, 2004). Cappelli et al. (2010) provided some evidence on the 
proactive nature of HRM in large Indian and foreign MNEs in India in 
which HRM was involved in more strategic roles that led to the growth 
of the respective businesses. This study deliberately explored these charac-
teristics from the perspectives of HRM and non-HR managers in estab-
lished Indian and overseas MNEs operating in India, in order to reduce 
the possible bias associated with self-reporting by HRM professionals. 
The three components chosen for the study were derived from the litera-
ture on strategic HRM and international management and are explained 
in the next section.

LITERATURE REVIEW

HRM theory may be summarised as comprising three core components – 
human beings as employees, employees as critical human resources and the 
design of efficient and effective management techniques and strategies for 
the maximisation of tangible and intangible benefits for the firm (Ananthram 
and Nankervis, 2013a; Lepak et al., 2006; Soderquist et al., 2010; Storey and 
Sisson, 1990). HRM research has increasingly been concerned with obtain-
ing evidence of the links between HRM strategies and processes and organ-
isational performance (Prowse and Prowse, 2010).

The resource-based view (RBV) (Wright et al., 1994; Ray et al., 2004) 
underpinned early HRM models and was characterised by its emphases on 
‘resources’ and ‘capabilities’, scarcity of resources and competitiveness, with 
the key objective of HRM being the maximisation of the value of human 
resources towards organisational goals (Becker and Huselid, 1998; Kogut 
and Kulatilaka, 2001; Ulrich and Lake, 1990). Barney and Wright (1998: 32) 
posited that the RBV is ‘an economic foundation for examining the role of 
human resources in firm competitive advantage’. Several researchers sought 
empirical evidence to support such concepts, based upon literature from 
disciplines such as economics and accounting (Boudreau, 1990; Guest and 
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Hoque, 1994; Huselid, 1995; Snell and Youndt, 1995). Most of these studies 
focused on cost–benefit based measures of HRM practices. Stavron and 
Brewster (2005), for example, contended that possible outcomes of HRM 
programmes might include greater productivity, customer service and 
efficiency.

Subsequently, HRM theory was revised to encapsulate the concept of 
workers as human capital. Thereafter, empirical research focused on estab-
lishing links between effective human capital management and organisa-
tional performance. Human capital is considered to include the combined 
knowledge, attitudes, experience and skills of the entire workforce (Snell 
and Dean, 1992). Several authors have noted that human capital is most 
critical as it has thepotential to convert the other resources at the disposal of 
the firm into wealth for the firm (Nankervis et al., 2011; Mahalingam, 2001).

Empirical studies have generally concentrated either on the influence of 
distinct HRM functions (Delery and Doty, 1996; Lim et al., 2010; Nankervis 
and Stanton, 2010) or on the contributions of broad HRM strategies to 
business objectives (Akhtar, Ding and Ye, 2008; Andersen et al., 2007; Chow 
et al., 2008). These studies have suggested that ‘a coherent system’ (Barney 
and Wright, 1998) of HR strategies and processes is the most effective 
approach in order to align with business strategies. As noted by Becker and 
Huselid (2006) and Ananthram et al. (2013: 284), ‘this approach accords 
with overall strategic HRM theory, as it reflects a focus on organisational 
(rather than individual) performance, emphasises the role of HRM systems 
as solutions to business problems, and therefore contributes to building sus-
tainable competitive advantage.’

Researchers have argued that human assets (employees) are a critical 
source of competitive advantage to their respective firms and hence need 
strategic direction in order to invest in them (Wright et al., 1994; Snell 
et al., 1996; Becker and Huselid, 1998). These authors also noted that a lack 
of strategic direction in human asset investment has potential for adverse 
organisational performance. As Bhattacharya and Wright (2004) suggested, 
human resource/human asset management concepts recast HRM profes-
sionals as ‘firm asset managers’ with their key responsibility being to invest 
successfully in the firms’ human assets. These new HRM concepts and 
models assume knowledge and expertise in risk management to determine 
the potential worth and value of every single human resource, the scale, 
scope, amount and direction of organisations’ local and global operations, 
labour market and currency fluctuations as well as other associated external 
factors that impact on them, and the ongoing costs of these investments 
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(Ananthram et al., 2013; Bhattacharya and Wright, 2004; Hamel and  
Prahalad, 1994). Other relevant variables include opportunity costs, 
employee wastage, products and services, or structural changes, opportu-
nities and dynamic labour markets (Ananthram and Nankervis, 2013a; 
Bhatnagar et al., 2010; De Vos and Meganck, 2008). Bhattacharya and 
Wright (2004: 17) succinctly summarise that the available opportunities for 
HR specialists in managing their strategic human resource assets include 
‘four domains addressing the identified risks and uncertainties – namely, 
growth and learning options (training, recruitment, skill-based pay), turn-
over and productivity management options (competitive pay, employee 
stock options, employee voice), options to alter scale (contingent, contrac-
tual and/or part time employment), and options to alter costs (variable pay, 
performance-based incentive plans)’.

Strategic human resource/capital/asset management encompasses three 
broad areas – strategic agility, knowledge management and management 
development. Strategic agility is the capacity of HR professionals to adapt 
their systems and processes to dynamic global, national and industry con-
texts (Doz and Kosonen, 2008). Broad perspectives of knowledge manage-
ment incorporate organisational knowledge, human capital skills and 
abilities, along with a systematic knowledge collection, analysis, dissemina-
tion and storage system of a strategic nature (Ananthram et al., 2013; Lim 
et al., 2010). Finally, management development encompasses all HRM 
activities designed to revitalise organisational systems and employee rela-
tions processes. The next section of the chapter provides a deeper discussion 
of these components of SHRM – strategic agility, knowledge management 
and management development.

Strategic agility
Strategic agility may be defined as the proactive development and imple-
mentation of strategies in response to the inherent dynamism in the organ-
isation’s external environments (Ananthram and Nankervis, 2013a; Doz and 
Kosonen, 2008) with a particular focus on human resources/assets. Doz and 
Kosonen (2010) suggest that strategic agility is comprised of three key com-
ponents: namely ‘strategic sensitivity’ (current HR knowledge of and exper-
tise in responding to internal and external labour markets), HR professionals’ 
capacities for dynamic decision-making and ‘resource fluidity’ (adaptable 
and flexible HR systems). Strategic agility is also categorised as ‘organisa-
tional resilience’ (Hamel, 2003); and ‘dynamic capabilities’(Eisenhardt and 
Martin, 2000). A central focus of these conceptualisations of strategic agility 



HRM as a strategic business partner 91

includes ‘the centrality of human resource management capacities in creat-
ing dynamic, flexible and agile environments that promote and enable 
organisations to achieve competitive business advantage’ (Ananthram et al., 
2013: 286).

Strategic agility thus demands that HR professionals adopt ‘strategic 
business partner’ and ‘strategic architect’ roles (Lepak and Snell, 1999; Ulrich, 
2008, 2009), incorporating flexible HRM systems and processes (Ananthram 
and Nankervis, 2013a).

Knowledge management
The process of knowledge management (KM) is considered a critical 
source of competitive advantage for organisations (Ananthram et al., 
2013; Chen and Chen, 2005; Liebowitz, 2002; Smale, 2008). Successful 
firms have clearly defined knowledge management strategies, systems 
and processes (Nonaka and Takeuchi, 1995). Hellström and Jacob (2003) 
suggested that KM applications are complex and often include process 
and product elements. There are varied definitions of ‘knowledge’ 
including treating knowledge as an object or as a cognitive state (Chen 
and Chen, 2005) to more applied explanations involving abilities and 
expertise (Davenport and Prusak, 1998), but most studies emphasise that 
its effective management is crucial to the firm’s competitive advantage 
(Ananthram and Nankervis, 2013a; Ananthram et al., 2013).

Chen and Chen (2005: 381) defined KM as the ‘creation, conversion, 
circulation, and completion of knowledge’. Swan et al. (1999: 669) argued 
that KM encompasses ‘… any process or practice of creating, acquiring, 
capturing, sharing and using knowledge, wherever it resides, to enhance 
learning and performance in organizations’. Several researchers concur that 
knowledge is a critical strategic asset and contend that the development and 
utilisation of appropriate KM systems is imperative. Brinkerhoff (2006: 305) 
recommended ‘… an evaluation strategy with the overall purpose of build-
ing organization capability to increase the performance and business value 
of the training investment … essentially an organizational learning approach 
that is well-aligned with the overall (HRM) mission’.

Management development
Bhatnagar (2006) asserted that ‘the competitive edge will come from an 
organization’s ability to innovate, create and use the entrepreneurial ener-
gies of its people’ (p. 417). The author went further to make a link between 
knowledge management and learning capabilities – ‘formal and informal 
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processes and structures in place for the acquisition, sharing and utilizing of 
knowledge and skills’ (p. 420). Such capabilities include learning theories, 
strategies, structures, resources and core values (Ananthram and Nankervis, 
2013b; Ananthram et al., 2013), and their linkages with HRM strategies 
have been explained thus: ‘In terms of transformational change, the HR role 
is found to be important especially when devising innovative HR practices 
which are designed to support business strategy, influence the attitudes and 
mindsets of employees, and align business strategies to HR strategies’ 
(Bhatnagar et al., 2010: 494). Key concomitants of these strategies are HRD 
processes such as the enhancement of employees’ technical or functional, 
managerial and human capabilities.

With particular respect to management development, many authors 
agree that it is generally a long-term and ongoing process designed to 
provide current and potential managers with the capabilities and compe-
tencies required to fulfil new responsibilities and challenges. Among the 
specific competencies that managers need to develop in dynamic global 
business environments are a global mindset, cross-cultural sensitivity, adapt-
ability and open-mindedness, cross-cultural communication and knowl-
edge of markets (Ananthram and Nankervis, 2013b). Borwankar and 
Velamuri (2009) suggested that these competencies together ‘help manag-
ers to recognize their capabilities (self-confidence); understand their own 
preferences better; prioritization of tasks; uncertainty management; [and] 
interpersonal communication skills’ (p. 339). These competencies can con-
sequently be inculcated through systematic management development 
programmes.

The above discussions provide underpinning for the following concep-
tual model (Figure 5.1) which constitutes the framework for this chapter. 
The next section discusses the methodology utilised to empirically assess 
this framework.

METHODS
Data collection
The study employed a qualitative research methodology using an interview 
questionnaire. The interview schedule included a series of questions which 
were developed from a comprehensive review of the relevant literature 
related to the historical and current status of HR in the Indian context, the 
importance of strategic agility, knowledge management and management 
development for MNEs, and the role and influence of HR in the same.  
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The interview schedule was fine-tuned by the researchers after several 
rounds of discussions. Subsequently, the final draft version was tested with 
two academic scholars who formed the committee of experts (Kvale, 2007) 
who suggested minor changes mainly in vocabulary to suit the Indian 
organisational context. These changes were subsequently emailed to six 
senior executives in India who were purposely selected to provide feedback 
on the questions. The feedback from the executives was positive and they 
noted that the questions were appropriate and relevant for the purpose of 
the study in an Indian business environment. The final questionnaire is 
included in Appendix 5.1.

In the absence of a publicly available list of Indian MNEs and foreign 
MNEs operating in India published by national and/or state government 
bodies or industry associations, the researchers developed their own list 
(Poulis et al., 2013). Initially, the HR departments in 12 MNEs in the 
private sector based in a major metropolitan city, Mumbai, were contacted 
via telephone using the researcher’s personal networks. An information 
sheet providing brief details of the study was forwarded to the firms via 
email and they were asked to identify a potential interviewee who was 
currently a member of the top management team (TMT) directly involved 
in organisational-level strategic decision-making (Carpenter et al., 2004; 
Nielsen and Nielsen, 2011). Eight MNEs consented to participate in the 
study and identified a TMT member. A snowballing technique was 
employed and the consenting MNEs were requested to identify other 
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Figure 5.1 Strategic business partner conceptual model
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such firms that might consider participating in the study. A total of 47 
other MNEs in the private sector in Mumbai were identified using this 
process and their HR departments contacted via telephone. Brief details 
of the study were then forwarded to these firms. Eighteen of the firms 
consented to participate in the study and identified a TMT member, mak-
ing the total number of firms providing consent to 26. All MNEs were 
well-established. The demographic details of the respondents are pre-
sented in Table 5.1. Twelve senior managers were employed in Indian 
MNEs and 14 by foreign MNEs operating in India. The respondents rep-
resented a range of industry sectors. Eleven respondents had direct HR 
responsibilities. Five participants were female.

The interviews were conducted in English by an interviewer who had 
significant experience in conducting interviews in an Indian business envi-
ronment and was well-versed with Indian national and business culture. 
Twelve of the interviews were conducted over the phone while the others 
were conducted face-to-face at the respective MNE’s office premises. The 
interviewer applied the interview techniques and strategies recommended 
by Kvale (1996) for successful interviewing – being knowledgeable about 
interview themes, relevant structure, etiquettes, cultural sensitivity, being 
open-minded, being flexible and open to new directions and allowing the 
interviewee to raise any concerns before/during/after the interview. The 
interview format was semi-structured which allowed the researcher to ask 
follow-up questions seeking clarification or further explanation. The inter-
viewees were encouraged to provide examples using anecdotal and/or 
experiential evidence. This resulted in unexpected and emergent themes 
(Welch et al., 2008).

The interviews lasted 40 minutes on average. The interviews were 
recorded with the consent of the participants and transcribed verbatim by 
the interviewer. The transcripts were subsequently checked for accuracy by 
randomly selecting sections from six different transcripts and comparing 
them with the recordings by an independent experienced professional and 
there were no discrepancies.

Social desirability bias
Qualitative studies using interview techniques are subject to social desir-
ability bias. In addition, social desirability bias becomes more prevalent in 
collectivist societies (Robertson and Fadil, 2009) like India. Six strategies 
were adopted to reduce social desirability bias. Firstly, MNEs and inter-
viewees volunteered to participate in the interview and their names were 
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Table 5.1 Summary of participants’ details

Face-to-face/
telephone Position

Role
(HR, non-HR) Industry

Local/
foreign 
MNE Gender

E1 Face-to-face Vice President Non-HR Consumer products Foreign Male
E2 Telephone Chief Executive Officer Non-HR Information technology 

and communications
Local Male

E3 Telephone Associate Director Non-HR Telecommunications Foreign Male
E4 Telephone Chief Executive Officer HR Consulting Local Female
E5 Telephone Senior Manager Non-HR Chemical industry Foreign Male
E6 Face-to-face Divisional Head Non-HR Automobile industry Foreign Male
E7 Face-to-face Assistant Vice President Non-HR Banking Local Male
E8 Face-to-face Vice President Non-HR Banking Local Male
E9 Face-to-face Divisional Head HR Airlines Local Male
E10 Face-to-face Chief Executive Officer Non-HR Information technology 

and communications
Local Male

E11 Face-to-face Divisional Head HR Information technology 
and communications

Local Male

E12 Face-to-face Vice President Non-HR Banking Foreign Male
E13 Telephone Senior Manager HR Consultancy Foreign Male
E14 Face-to-face Vice President Non-HR Banking Foreign Male
E15 Face-to-face Senior Manager Non-HR Consumer products Local Female
E16 Face-to-face Senior Manager HR Banking Foreign Male
E17 Face-to-face Senior Manager Non-HR Shipping services Foreign Male
E18 Face-to-face Senior Manager HR Telecommunications Local Male
E19 Telephone Vice President Non-HR Banking Local Male
E20 Face-to-face Divisional Head HR Chemical industry Foreign Female
E21 Telephone Senior Manager HR Airlines Local Male
E22 Telephone Divisional Head HR Consumer products Local Male
E23 Telephone Senior Partner Non-HR Consultancy Foreign Male
E24 Telephone General Manager HR Consumer products Local Male
E25 Telephone Senior Manager Non-HR Banking Foreign Female
E26 Telephone Divisional Head HR Telecommunications Local Male
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kept anonymous so as not to place undue pressure to respond in a socially 
acceptable way. Secondly, interviewees were only provided a brief over-
view of the study at the outset. Steenkamp et al. (2010: 1–2) noted that 
this strategy helped ‘avoid priming respondents to answer in particular 
socially acceptable ways but creates scope to explore their values and pri-
orities unfettered, before homing in on the main topic of interest’. A third 
strategy included employing a ‘committee of experts’ (Kvale, 2007) that 
provided advice on the relevance and sensitivity of the interview ques-
tions which were incorporated in the final interview schedule. Fourthly, 
the interviews were conducted by an experienced interviewer using 
Kvale’s (1996) strategies of a successful interviewer. In addition, it was 
ensured that there was no power relationship between the interviewer and 
the interviewees (Nederhof, 1985). A fifth strategy was in line with Brunk 
(2010: 257), who suggested that one-on-one interviews should be con-
ducted, wherever possible, in ‘the familiar and comfortable surroundings 
of their home’, thus this study conducted one-on-one interviews with the 
TMT members at a time and place convenient to them. Finally, inter-
viewees were briefed that there were no right or wrong answers and 
encouraged them to use anecdotes and experiential evidence to support 
their views. These strategies combined provided confidence that social 
desirability bias could be reduced.

Data analysis and interpretation
The interview transcripts were analysed using Nvivo (v.10) software for 
systematic content analysis of qualitative data (Richards, 1999). This 
helped provide a more rigorous analysis of the data (Lindsay, 2004; Sinkov-
ics et al., 2008) leading to the discovery of new conceptual insights and 
themes (Welch et al., 2008; Buckley and Chapman, 1997). A variable-
oriented strategy was employed to find themes that cut across cases (Miles 
and Huberman, 1994). An initial set of codes was developed from the 
relevant literature. Two researchers coded the data in Nvivo independently 
(Bogdan and Biklen, 1992; Spradley, 1979). Miles and Huberman (1994) 
acknowledged that coding by multiple independent coders has the poten-
tial to reduce coder bias as compared to employing one coder. After the 
initial round of coding, the researchers applied the interactive and com-
parative approach to coding which included discussing the codes and the 
grouping and development of concepts and categories to maximise inter-
rater reliability (Keaveney, 1995). After ongoing discussions between the 
coders and five iterations, linkages between the codes were identified and 
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grouped into four main components. The inter-rater reliability of the 
coding process was 90 per cent (Miles and Huberman, 1994). The four 
main components were:
 •  descriptions of strategic agility and links with SHRM;
 •  knowledge management imperatives and links with SHRM;
 •  management development initiatives within the context of SHRM; and
 •  the role of HR as a proactive strategic business partner.

The empirical findings along these four main components are presented 
next. It must be noted that there was an extensive volume of quotations 
obtained from the interviewees; however, the chapter presents a summary of 
the four components in the following section via a liberal use of quotations 
which are representative of the views expressed by the interviewees (Thein 
et al., 2010).

RESEARCH FINDINGS
Descriptions of strategic agility and links with SHRM
All executives (both HRM and non-HR) unanimously agreed that firms 
engaged in global business are required to be proactive and strategically 
agile. Several interpretations of strategic agility were put forth by the execu-
tives such as adaptability, dynamic capabilities and strategic flexibility (Doz 
and Kosonen, 2010). All these interpretations provided by executives from 
Indian MNEs as well as overseas MNEs operating in India, however, pro-
vided underpinning to the relative importance of their firm’s ability to 
remain strategically agile. The following quotation sums up the executives’ 
views:

Let me give you an example of our firm’s agility from a strategic point of view. Our 
industry is challenged with cut-throat competition wherever we operate as there 
are many of us in the industry. Every environment is a challenge for us, some more 
difficult than others. If our firm does not have the capability to understand our 
strengths and weaknesses in light of the challenges the internal and external envi-
ronment presents and more importantly act on it by taking advantage of opportu-
nities and negotiating our threats, we will be finished. We constantly scope out our 
resources and reconfigure them. We had to bite the bullet and curtail operations in 
two countries as it was not viable. We moved resources rapidly to other places to 
consolidate operations there.

(E11 – Non-HR executive)

Several authors have established the link between strategic agility and 
SHRM (Ulrich et al., 2012; Wright and Snell, 1998). Twenty executives 
agreed that HR can provide vital input towards the firm’s strategic agility 
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and consequently its strategic ambitions. The six executives who had a neg-
ative view of HR in this regard were all non-HR professionals. The execu-
tives provided examples to explain this critical link along the lines of the 
relocation of resources and redesigning of structures. It was noted that both 
Indian and overseas MNEs held similar views regarding this linkage. Two 
relevant comments included:

To me it is a no-brainer. Firms cannot be agile without involving HR. I mean top 
management takes decisions which involve all types of resources including other 
people. How can you then not involve HR when you have to move human resources 
around? HR strategy needs to play a central or even foremost role here.

(E20 – HR executive)

Obviously structure follows strategy. For a multinational company like ours, the HR 
department is consulted while designing or redesigning structures for whatever 
reason it was not working at some location. I know of firms who don’t value HR 
much, let alone use their expertise and knowledge in designing relevant structures. 
But we take this seriously and our HR department is pretty much equipped to pro-
vide advice on such matters. Even our legal experts are called upon as our industry 
is heavily regulated. Thankfully, we have got that bit right.

(E25 – Non-HR executive)

In summary, the executives’ comments echo firstly the critical requirement 
for firms engaged in cross-border business to be strategically agile, and sec-
ondly the role that SHRM plays in ensuring the proactive approach to 
developing and maintaining strategic agility in the firm’s worldwide 
operations.

Knowledge management imperatives and links with SHRM
A majority of the respondents agreed that knowledge is a critical asset for 
the firm and a vital source of competitive advantage (Chen and Chen, 2005; 
Nonaka and Takeuchi, 1995). While knowledge included business data, 
innovative ideas, human capital, talent and innovation capability, knowledge 
management was referred to as a conscientious process of systematically 
utilising knowledge for tangible and intangible benefits. Some of the knowl-
edge management systems that were developed and utilised by the respon-
dent firms included low-key intranet systems, sophisticated data management 
systems, enterprise resource planning systems and corporate universities. 
The following comments provide underpinning towards these issues:

Our organization values knowledge. It is at the heart of everything we do. That 
includes knowledge creation, distribution and storage. We have our own in-house 
training center – it acts like a corporate university though we do not call it that.

(E2 – Non-HR executive)
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Of course we have to value our staff – they bring the knowledge to the table, they 
are the talent. If we do not harness that, then why spend so much time and money 
in bringing the right candidates from around the globe into our various locations. 
The way in which we harness that is by tapping into our knowledge base, our 
knowledge capital. The top management understands this – we even have a Chief 
Knowledge Officer whose role is to look into these aspects of knowledge manage-
ment and sharing.

(E12 – Non-HR executive)

Regarding the link between knowledge management and SHRM, the 
respondents firstly explained that HRM is in a prime position to manage 
knowledge as demonstrated by the following quote:

We understand that knowledge is everything. Really, in our industry, if we do not 
innovate, we will be finished by the end of the year. Who has this knowledge – peo-
ple of course? And who knows who has this knowledge? The HR people.

(E26 – HR executive)

The respondents also explained how HRM can be involved in the 
knowledge management process. The following comments provide 
examples of such initiatives which incorporated HRM planning includ-
ing job design, attraction and retention processes, project management, 
performance management and HRM databases. These comments 
thereby provide evidence of the link between knowledge management 
and SHRM.

HR has to be involved in the knowledge management process. While it is not involved 
in the design phase in our company, it is involved in the implementation phase. Let 
me give you an example. Our knowledge management system which is totally online 
– HR has solid input into the same . . . by that I mean that HR ensures that details of 
every project are stored which can be retrieved later on by anyone in any location. A 
new person does not have to reinvent the wheel you see. We use our knowledge man-
agement system for training purposes and HR is directly involved with that.

(E23 – Non-HR executive)

HR has to be involved in the knowledge management system implementation. 
They don’t have the technical knowledge to design it, but in our firm they help with 
the implementation. One element of the system is its offering of flexibility. This is 
important in the automobile industry, especially the knowledge part.

(E6 – Non-HR executive)

Management development initiatives within the  
context of SHRM
The respondents agreed that the traditional role of HRM in developing 
managers and executives’ knowledge base and skill-sets and competencies is 
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critical. Firstly, the interviewed executives recognised that continuous man-
agement development was critical.

Investment in people is the most important. Most importantly, we need the right-
minded individuals to head our organizations, our divisions, our departments, our 
branches. If they are not a good fit with the organization, then we will be doomed.

(E7 – Non-HR executive)

I cannot think how a company can achieve competitive advantage without the 
best managers who have the appropriate skills and decision-making abilities. Not 
just skills, necessary values and attitude are also crucial for these fellows.

(E9 – HR executive)

Second, the executives explained the role of specific management devel-
opment programmes that HR in their firms are engaged in which allow 
for the development and upgrading of the relevant managerial knowledge 
base, skill-sets and competencies for success in a dynamic and complex 
global business environment. Specifically, they provided examples of man-
agement development programmes such as cross-cultural simulations and 
cultural sensitivity training which are facilitated through boundary-span-
ning activities, overseas postings and cross-national teams with the assis-
tance of HRM (Bhatnagar, 2006; Lovvorn and Chen, 2011). The 
respondents also reflected on the knowledge management initiatives such 
as in-house training, learning centres and corporate universities that were 
established with the assistance of HRM in management development 
initiatives.

It is my responsibility to make sure that our management across all levels is con-
tinuously developed. It is unwise to assume that they all have the required abilities –  
maybe they did when they were brought into our firm. Times are changing,  
technology is changing, cultures are coming closer. This is global – it’s all global 
now. Management needs to constantly update their skills – if not they will be left 
behind and will not be able to function in such a dynamic global world. In our firm, 
development of managers is looked after by HR – in fact it is one of their most 
important functions. And they are well known for that.

(E24 – HR executive)

The managers also noted that it was better to keep the training in-house 
and that the management development programmes were required to be 
associated with other HRM activities such as capacity building, perfor-
mance management, talent management and career development strategies 
(Nankervis et al., 2011).

Yes, of course management development is critical. Think about it this way. If you 
have been a senior manager for 20 years and your thoughts and ideas and skills are 
from that era – how will you fit in with the changing times? Our HR department 
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spends a lot of energy upskilling/training/developing our management. We find it 
is better if our local HR does it though sometimes we bring people who are experts 
from outside. Internal is better as they understand the culture.

(E9 – HR executive)

The role of HRM as a proactive strategic business partner
The previous three sections have identified the links between strategic agil-
ity, knowledge management, management development and SHRM. The 
respondents were asked to link these three roles within the context of 
SHRM and explain the key role HRM plays/could play in their respective 
firms. A majority of the executives explained that in order for HRM to lend 
its weight and become involved in providing strategic direction along the 
three areas, it needs to function as a strategic business partner (Francis and 
Keegan, 2006; Ulrich, 2009; Ulrich et al., 2012). The following three com-
ments summarise these convictions:

HR is an equal partner in our firm. They are involved in high level strategies.
(E4 – HR executive)

HR strategy has to be at the centre. I don’t see how organisations cannot agree to 
that. HR has to be treated as a strategic partner.

(E14 – Non-HR executive)

More importantly, HR has to be proactive. If HR acts like a fire department and only 
aids in putting out fires, then they would not be of much use. HR needs to take initia-
tive and they need that support from the top. Our HR boss was headhunted for that 
very purpose. She had brought about such change in another MNC before she was 
poached from there and brought here. She has made it clear at the outset that there 
needs to be a culture change, a sort of mindset change towards HR and only then 
can this happen.

(E10 – Non-HR executive)

The executives explained that not all firms appreciate such a proactive role 
for HRM. When asked how HR can be made into a strategic business part-
ner, they explained that there needed to be a culture change with regard to 
how firms viewed HRM and that senior leadership needs to bring about 
this change (Doz and Kosonen, 2008). The executives also explained that 
HRM needed to better understand the business and also have clear key 
performance indicators:

Our CEO and top management values HR. We have set KPIs for our HR along with 
other functional areas. As I have mentioned earlier, if top leaders do not appreciate 
HR, then they will not add much value to the firm. So it has to come from the top.

(E20 – HR executive)
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In my previous firm, the CEO and CFO only worried about the bottom line. They felt 
HR are useless and provided no real value in money terms, so the culture in the firm 
was such that HR had no real role – only conducted exit interviews, basic payroll 
and other simple functions. They might as well have outsourced the HR. It is the 
complete opposite of what happens in my current firm. Here HR is respected and 
their contributions valued.

(E21 – HR executive)

We talked about dynamic capabilities, knowledge management, talent manage-
ment, global mindset training and a whole heap of other issues earlier. I mean 
that’s where HR can contribute and provide real strategic input. It is not easy but 
there is potential there. In our firm, HR is tending towards that way of functioning. 
It’s happening because we have new leadership including myself who have said at 
our top-level meetings that we want this to happen. And it has taken 2–3 years to 
happen.

(E2 – Non-HR executive)

In summary, the findings provide support to the key role of HRM as a stra-
tegic business partner, equipped with a profound understanding of business 
goals and strategies and the capacity to align overall HR strategies and sys-
tems with them. Continuous changes in business environments and tech-
nology and ever-increasing competition demand strategic agility and 
flexibility for the firm and HR specialists are required to be proactive in that 
regard. These capabilities include ongoing human resource planning and 
re-allocation, the effective management of knowledge (in all its forms), and 
perceptions of management development programmes as a significant 
investment in the firm’s human resources.

LIMITATIONS AND SUGGESTIONS FOR FUTURE RESEARCH

This study acknowledges several limitations and offers suggestions for future 
research. First, our findings are based on interviews with 26 TMT members 
from 26 Indian and foreign MNEs operating in India and it would be 
impossible to ascertain whether the findings mirror those of all such MNEs. 
We encourage future qualitative and quantitative studies to conduct research 
with larger sample sizes to add to the generalisability of the study findings. 
We also encourage future studies to incorporate small and medium sized 
firms in their sample and compare and contrast the findings with those of 
well-established MNEs in order to extrapolate any similarities and differ-
ences across the strategic business partner roles. A second limitation of the 
study includes a focus on only three components of the strategic business 
partner role. This was attributed to the sample size and the nature and size 
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of the MNEs. It is suggested that future studies include larger sample sizes 
from a cross-section of industry sectors in order to validate and extend the 
theoretical contentions along different strategic business partner roles. 
Thirdly, despite our efforts to reduce social desirability bias using a combi-
nation of six strategies, due caution needs to be exercised in interpreting the 
study findings. Future studies are encouraged to identify, test and report 
additional strategies to reduce social desirability bias to build confidence in 
qualitative studies utilising interview techniques.

CONCLUSION

This study focused on the perceptions of HRM roles from a sample of 
senior managers in large Indian MNE firms. In particular, the study anal-
ysed the nature of the strategic business partner role highlighted in contem-
porary SHRM literature. In order to gain a deeper understanding of the 
strategic business partner role and its contributions to firms, three key pillars 
extracted from the literature were developed into a framework – namely 
strategic agility, knowledge management and management development 
(see Figure 5.1). While the focus was on three components and as such may 
be considered a limitation, the study’s main contributions are the develop-
ment of an innovative lens for exploring the strategic business partner role 
in more depth, the application of the framework in a non-Western business 
context, and the perspectives of senior (primarily non-HR) managers about 
HR roles. It was especially interesting to note that executives in non-HR 
roles were strongly committed to the key role of HRM as a strategic busi-
ness partner in line with the changing nature of HRM in India (Capelli 
et al., 2010).

The findings are generally supportive of the existence of a strategic busi-
ness partner role, at least in large local and global corporations operating in 
India. These positive perceptions are reflective of their exposure to global 
HRM practices.

With respect to the three designated components of the strategic 
business partner role – strategic agility, knowledge management and 
management development – most Indian respondents expressed percep-
tions consistent with the literature on the applications of Western strate-
gic HRM theory (Bhatnagar et al., 2010; Doz and Kosonen, 2008, 2010; 
Nonaka and Takeuchi, 1995). Strategic agility was considered an essential 
capability of HRM professionals, incorporating human resource plan-
ning, talent management, workplace redesign and structural reform, in 
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response to both internal and external business developments – ‘a central 
or foremost role’. Components such as ‘strategic sensitivity’, strategic 
decision-making and ‘resource fluidity’ (Doz and Kosonen, 2010; Trigeorgis, 
1996) were displayed in several respondents’ comments. The ‘creation, 
distribution and storage’ of employee and organisational knowledge was 
also considered a crucial component of the HRM strategic business partner 
role, including harnessing talent, stimulating innovation, creating organ-
isational flexibility in response to external business demands and managing 
‘knowledge capital’ – consistent with the ‘organisational learning’ perspective 
described by Brinkerhoff (2006). In this case, apart from HRM contribu-
tions to the design of knowledge management systems, several respondents 
suggested that their key responsibility is to ensure the effective imple-
mentation of such programmes.

Using the parlance of SHRM theory, most respondents reported that 
their firms perceived management development as an opportunity to invest 
in their human capital in order to contribute to their competitiveness and 
profitability. Given their global exposure, this is hardly surprising. The 
human ‘investments’ reported include acquiring and retaining ‘right-
minded individuals’, ensuring ‘organisational fit’ and, in particular, devel-
oping ‘managers with the appropriate skills and decision-making abilities 
… necessary values and attitudes’. Again, this reflects earlier Western the-
ory (Bhatnagar et al., 2010). In summary, the study suggests that large 
Indian firms have begun to adopt Western-style approaches to SHRM, in 
particular the strategic business partner role, as a consequence of their 
exposure to global influences. These findings support the observations 
made by Cappelli et al. (2010) and Prayag (2010) who reported the chang-
ing nature of the HRM function in an Indian context to include more 
strategic roles. However, it is likely that these roles are modified according 
to local demands and circumstances and there could potentially be varia-
tions across industry sectors as well as between small, medium and well 
established organisations.

APPENDIX 1: FINAL INTERVIEW QUESTIONNAIRE

 1.  What are the major challenges faced by global/international organisations 
such as yours in this complex and uncertain business environment?

 2.  Describe some of the day-to-day challenges faced by global managers.
 3.  What are the main roles of HR in your organisation? How are the key 

HR functions represented in your organisation?
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 4.  We define dynamic capabilities as ‘the firm’s ability to integrate, build, and 
reconfigure internal and external resources to address rapidly changing 
environments’. How important is it for your organisation to possess such 
capabilities?

 5.  Does your organisation possess such dynamic capabilities? If so, how is 
your organisation currently developing these capabilities, especially with 
respect to HR strategies and operations?

 6.  What is your organisation’s strategic and operational approach to devel-
opment, maintenance and protection of core knowledge, information 
and skills?

 7.  How does your organisation transfer knowledge, information and skills 
among divisions and/or employees?

 8.  What can organisations do to develop appropriate management compe-
tencies and skills to operate effectively and efficiently in the current 
global business environment?

 9.  How effective is your HR area in developing competencies and skills for 
global/international managers?
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CHAPTER 6

An exploratory study of HRM 
roles and competencies in 
Vietnam, India and Malaysia
V. Prikshat, N.M. Salleh, A. Nankervis

INTRODUCTION

Much current human resource management (HRM) research has been 
focused on establishing clear linkages between HRM strategies and organisa-
tional effectiveness, a key driver of the notion of ‘competitive advantage’. It 
has generally been accepted that competitive advantage is derived from the 
optimal utilisation of organisational resources, notably human resources or 
human capital, ensured through the internal alignment of HRM strategies 
and processes with key business strategies, and their external alignment with 
industry and national socioeconomic contexts (Ulrich et al., 2012). This has 
been the key assumption underlying contemporary taxonomies of HRM 
roles and competencies, which together facilitate such successful alignments. 
However, it has been acknowledged that diverse HRM approaches and com-
petencies may be required for different countries, industries and organisations 
(Nankervis et al., 2012). It is also suggested that not all HRM professionals 
will possess or require all of the designated competencies, and that distinct  
industry sectors and diverse stages of business development will demand  
different sets of HRM skills and competencies.

The contributions of this chapter include an addition to our knowledge 
of the applicability of global frameworks of HRM roles and competencies 
in these three Asian countries within the broad spectrum of organisation 
effectiveness for a better understanding of diverse HRM approaches in dif-
ferent Asian contexts; and the consideration of some practical implications 
of these roles and competencies for HR professionals. The key research foci 
were: to explore the nature of HRM in organisations in Vietnam, India and 
Malaysia; to determine the extent to which HRM professionals in these 
countries adopt a strategic orientation; to assess the predominant HRM 
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roles, competencies and functions in organisations in these countries; and 
thus to explore if (and how) these HRM roles, competencies and functions 
might be linked to organisational effectiveness.

International HRM theory (Nankervis et al., 2012) emphasises the chal-
lenges associated with the transference of Western management strategies 
and systems to non-Western and emerging country contexts, and it is this 
focus which is addressed in this chapter. In particular, we explore the appli-
cability of both Western and indigenous frameworks of HR roles and com-
petencies to three emerging Asian countries, namely Vietnam, India and 
Malaysia, with the intention of discerning similarities and differences 
between them.

The chapter begins with a discussion of the dynamic economic contexts 
of these three South Asian countries, followed by an analysis of the literature 
concerning HRM roles, competencies and functions in terms of a more 
strategic orientation. The following sections cover the methodology used; 
empirical research findings associated with the demographic profiles (organ-
isation size and type, education status and job titles of respondents); and the 
key identified HRM roles, competencies and functions in the respective 
countries. The final section discusses the orientation of HR departments in 
these countries towards strategic HRM and discusses its possible contribu-
tions to organisational effectiveness.

DYNAMIC ECONOMIC CONTEXTS

In the wake of the sustained economic growth buoyed by more strategic 
business imperatives, Vietnamese, Indian and Malaysian industries seem to 
be experiencing a gradual if patchy shift towards ‘strategic’ human resource 
management (SHRM) as opposed to more traditional functional approaches. 
Vietnam has developed into one of the fastest growing economies in the 
Asian region as a result of economic ‘renovation’ (doi moi – 1986). Its recent 
initiative of a Socio-Economic Development Strategy (SEDS) 2011–20 and 
emphasis on structural reforms, environmental sustainability, social equity 
and emerging issues of macroeconomic stability have strengthened the need 
for robust human resource management (HRM) systems promoting human 
resources/skills development and thus laying the foundations for a modern 
industrialised Vietnam (Nankervis et al., 2015; World Economic Forum, 
2014). Similarly, the Indian economy, in its transformation from a regulated 
to a free-market environment, has demanded that its managerial cadre bring 
about large-scale professional changes in their organisations in order to 
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build capabilities, resources, competencies and strategies, and macro as well 
as micro HRM activities which translate into strategic HR roles and 
enhanced organisational learning capabilities (Pareek and Rao, 2007; Som, 
2002). Malaysia, like India, has the legacy of Western and indigenous HR 
traditions and practices, characterised by the transference of earlier HRM 
practices by nineteenth-century British professionals (Hamid, 2014).The 
inauguration of ‘Vision 2020’, the New Economic Model (NEM-2010), 
and multilateral agreements such as the ASEAN Free Trade Agreement 
(AFTA) have brought about systematic and radical organisational changes in 
human resource and general management in Malaysia (Islam, 2010; MITI, 
2013; Tataw, 2012). There is a growing need to determine the competence 
and capabilities of the HR professionals to play more strategic roles, espe-
cially in the context of these emerging economies (Bhatnagar and Sharma, 
2005; Chen et al., 2003; Khatri and Budhwar, 2002; Selmer and Chiu, 2004).

The following section examines the broad generic and more localised 
literature from these three Asian economies concerning the available HRM 
frameworks and their applications with respect to the evolution and devel-
opment of their HR roles and competencies.

LITERATURE REVIEW

One of the persistent issues in contemporary management research has 
been analysis and discussion of the significance of ‘competencies’ in job 
design, learning and development, and rewards systems among leaders and 
their subordinates (Nankervis et al., 2015). Competencies have been con-
sidered to be valid and reliable descriptors of the practical and theoretical 
job knowledge, cognitive skills, behaviors and values of employees and their 
managers (Robinson et al., 2007; Raven and Stephenson, 2001), HRM 
theorists have focused in particular on the identification of the key profes-
sional competencies which define their strategy, policy and operational 
functions (Boudreau and Ramstad, 2003; Brockbank et al., 1997: Wright 
et al., 2001). They represent a search for professional legitimacy on the one 
hand – ‘the HR profession can evolve into a true decision science . . . and 
aspire to the level of influence of disciplines such as finance and marketing’ 
(Boudreau and Ramstad, 2003: 86), and prescriptive frameworks for profes-
sional practice on the other – ‘a competency model can serve as an integra-
tive framework for an organisation’s entire human resources system’ 
(Ramlall, 2006: 29). The latter author, for example cited several recent 
research studies which ‘show a strong correlation between HR technical 
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competence and strategic contribution’ (p. 37), undoubtedly the key plank 
of SHRM theory and the (missing) link between strategic HRM and 
organisational effectiveness. HRM roles and competencies provide practi-
tioners with the perspectives to make sense of their complex workplace and 
external environments, to design business-focused human capital strategies, 
and to engage multiple stakeholders in pursuit of those objectives ( Nankervis 
et al., 2015).

These earlier frameworks reflect two key notions of SHRM theory, 
namely ‘internal-external fit’ (Wright and Snell, 1998) and ‘horizontal-
vertical integration’ (Becker et al., 2001; Huselid and Becker, 1999). They 
assert, on the one hand, that HRM strategies and processes should repre-
sent an amalgam of responses to the challenges of the external business 
environment and internal company imperatives, and that all HRM func-
tions should be integrated with each other (horizontal) and with HRM 
strategies (vertical), on the other (Nankervis et al., 2013; Nankervis et al., 
2015). As Crouse et al. (2011) explained, ‘the former functional HRM role 
has been supplanted by a more strategic role which requires new compe-
tencies’ (p. 379). The common features of such frameworks include business 
knowledge (marketing and financial acumen), change-management, data 
collection and analysis, consulting skills, HRM functional competence, 
program evaluation and accountability (Nankervis et al., 2015).

Subsequent models of HRM roles, capabilities and competencies con-
tain similar features and have been validated empirically. As examples, 
Ulrich’s (1997) research at the University of Michigan distilled four inter-
related broad competencies – strategic partner, change agent, employee 
champion and administrative expert (Barney and Wright, 1998; Boselie and 
Paauwe, 2005). Subsequent University of Michigan studies (2002, 2007, 
2012) have attracted large global research samples, leading to successive 
revisions of these competencies. The most recent study (2012) which 
attracted 20,000 respondents (HR and non-HR managers) in ten countries 
resulted in an HR competency model including ‘strategic positioner’, ‘capa-
bility builder’, ‘change champion’, ‘technology proponent’, ‘HR innovator 
and integrator’ and ‘credible activist’ (Ulrich et al., 2012: 24).

At the professional level, HR associations in the United States, United 
Kingdom and Australia (among others) have attempted to translate these broad 
theoretical competencies into more specific and measurable capabilities. Thus, 
after extensive research, the US Society of HRM has defined nine competen-
cies (technical expertise, relationship management, consultation, organisa-
tional leadership, communication, diversity and inclusion, ethical practice, 
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critical evaluation and business acumen), together with one technical compe-
tency and eight behavioural competencies/professional standards (Dolan, 
2013; Nankervis et al., 2015).

The UK Chartered Institute of Personnel Development (CIPD, 2010) 
has designed an ‘HR Profession Map’ (HRPM) which incorporates ten pro-
fessional areas, eight professional behaviours and four ‘bands’ (levels) of com-
petency (CIPD, 2010: 7–8). In Australia, the federal Public Service 
Commission has formulated six ‘capabilities’ for its HR professionals – 
namely, knowledge, credibility, alignment, innovation, relationships and ‘per-
formance achieving high quality business results’, while the Western 
Australian Public Service Commission has designed a ‘capability framework’ 
which includes strategic alignment, workforce capability, results-driven, rela-
tionship management, credible influence, professional expertise, culture and 
change management competencies (Dolan, 2013; Nankervis et al., 2015).

Finally, the Australian Human Resources Institute (AHRI) has for sev-
eral years used a ‘Model of Excellence’, developed in conjunction with the 
University of Michigan, as a framework for both the recognition of its 
members’ proficiency and the formal accreditation of all Australian voca-
tional and higher education HRM qualifications (see Figure 6.1).

In this model, human resource management is comprised of seven inter-
related HR roles that combine to drive organisational capability and busi-
ness performance, which then drive ten associated HR competencies. To 
achieve and maintain a sustainable competitive advantage, the HR practitio-
ners need to better design and implement a robust system comprising HR 
competencies that enhance organisational effectiveness (Ngo et al., 2014). 
Two types of fit (internal and external) have been viewed as critical ele-
ments in generating competitive advantage and enhancing organisational 
effectiveness and performance. Internal fit refers to the extent to which HR 
practices are orchestrated in a coherent and consistent way while external 
fit aligns HR policies and practices with the business strategy (Baird and 
Meshoulam, 1988; Boxall, 1992; Delery and Doty, 1996; Wood, 1999; Wright 
et al., 1998). The latest research in this direction (Huselid et al., 1997; Ulrich 
and Brockbank, 2005) indicates that competencies related to external fit 
(strategic HR competencies) have a strong impact on financial competitive-
ness, which is almost double that of other competencies identified in their 
study (i.e. business knowledge, personal credibility, HR delivery, HR tech-
nology) which are more or less related to internal fit. This reinforces the 
logic that HR practices must integrate key HR competencies to create and 
sustain organisational capabilities in order to significantly impact business 
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performance and organisational effectiveness. Greater emphasis should be 
placed on HR competencies that add the greatest value to the business, such 
as connecting people though technology, aligning strategy, culture, practices 
and behaviour and sustaining change (Ulrich et al., 2012).

The HR departments of organisations are charged with the responsibil-
ity of developing organisational effectiveness based on key HR competen-
cies and therefore play key roles in building resources and capabilities. 
However, serious gaps in existing literature still remain with respect to the 
causal HR competencies involved in the HRM–organisational effectiveness 
relationship (Purcell et al., 2003; Wright et al., 2005). Specifically, in analys-
ing the impact of HRM on organisational effectiveness, each of the HRM – 
performance/effectiveness linkage models developed complements the 
others by adding constructs, variables, competencies or relationships 
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(Alcazar et al., 2005). Although there have been attempts to create a com-
mon list of generic HRM competencies, to date there is no clear unison 
due to the different contexts and concepts of HRM employed by the 
authors of the studies (Katou, 2008).To summarise, it may be argued that 
while there is a growing body of theory and empirical research demonstrat-
ing relationships between HRM policies, collective employee attributes and 
firm outcomes – namely, performance and effectiveness, additional studies 
in this area are needed (Harter et al., 2002; Purcell and Kinnie, 2007). The 
following sections of the chapter explore HRM roles and competencies 
through the prism of the above models and discussion in Vietnam, India and 
Malaysia.

HR roles and competencies in Vietnam
HRM in Vietnam can be termed as ‘embryonic’. There has been a signifi-
cant paradigm shift for Vietnam from a centrally planned economic system 
to a market-oriented approach with a multi-sectoral economic structure 
and a multi-ownership system. It has resulted in the transformation of tra-
ditional (socialist) personnel management and HRM models to a new 
model of HRM (Zhu et al., 2008). Importantly, in response to Vietnam’s 
dynamic economy and labour market, there is growing support for HR 
planning and policy development functions in all organisation types (Collins  
et al., 2013; Montague, 2013; Nguyen et al., 2013; TCLMS, 2008). HR roles  
and practices are, however, not convergent at the same level of adoption 
across different ownerships (Thang and Quang, 2005; Zhu et al., 2008), and 
ownership form is the critical variable that influences the adoption of dif-
ferent HR practices (Zhu et al., 2007). State-owned enterprises (SOEs) and 
privately-owned enterprises (POEs) generally demonstrate egalitarianism, 
while foreign-invested enterprises (FIEs) emphasise individualism and 
democracy in managing people (Zhu, 2005). Moreover, the Vietnamese 
economy is characterised by numerous coexisting hybrid examples of tradi-
tional models, personnel management (PM) and HRM (Collins, 2009; 
Edwards and Phan, 2013; Zhu, 2011). It can be argued that a majority of 
SOEs have simply changed their personnel function to ‘HR’ without any 
change in its administrative focus or the adoption of a strategic role (Cox, 
2013; Quang and Thang, 2004; Quang et al., 2008; Warner, 2013). Although 
the private sector is relatively new in Vietnam and POEs are generally faster 
in adopting new management systems (Quang, 2006), the roles of HR 
departments in POEs are often less developed as they have not reached the 
potential of the models promoted by Western HRM theorists. HR 
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departments in POEs are still often considered to be internal consultants 
(Caldwell, 2003; Nguyen et al., 2013; Schuler, 1990; Tsui,1987).

HR roles and competencies in India
Since the 1980s, the Indian industrial relations culture has been significantly 
impacted by the intensification of globalised markets. During this time and 
beyond, there has been a clear departure from traditional personnel manage-
ment (Chatterjee, 2007). The overall role of HR in India has been elevated 
from clerical to administrative, administrative to managerial, managerial to 
executive and, in some cases, from executive to strategic partner (Bhatnagar, 
2007; Bhatnagar and Sharma, 2005; Budhwar, 2009; Venkata Ratnam and 
Srivastava, 1991). The Indian economy has also witnessed a change from a 
regulated traditional welfare-focused approach to a market-driven strategic 
environment, and HR professionals are becoming increasingly sensitive to 
the need to align HRM with business needs and strategies to build capabili-
ties, resources, competencies, strategies, and macro as well as micro HRM 
activities, which translate into strategic HR roles (Bhatnagar and Sharma,  
2005; Cooke and Saini, 2010; Rao et al., 2001; Som, 2002). HR professionals  
are now increasingly being viewed as partners in Indian organisations’ 
growth strategies rather than being merely administrators (Ernst & Young, 
2012). This phenomenon of transformation from the legal compliance 
approach to that of culture building, communication, change-management, 
performance management and measuring the effectiveness of HR systems 
and interventions can be attributed partly to the progressive policies brought 
and pursued by foreign MNCs (Japanese and many American firms), and 
the professionally managed Indian organisations including some public  
sector enterprises (Budhwar and Bjorkman, 2003).

However, there are only a few empirical studies concerning the preva-
lent HR competencies in the Indian context, despite many theoretical 
frameworks outlining the needs of robust HR competency models. Recent 
studies designed to understand the trend in competency-based HRM in 
Indian organisations have observed that that there are considerable varia-
tions in the approaches implemented (Premarajan and Goyal, 2010). These 
accord with variations in competencies observed according to national 
situation, labour markets, particular organisations and time (Brewster and 
Mayhofer, 2013).

The Confederation of Indian Industry (CII), together with the 
National Human Resource Development Network (NHRDN) and 
XLRI (Jamshedpur), developed the ‘HR Compass Model’ to transform, set 
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standards and benchmark the quality of HR professionals in India (NHRD, 
2010). This model is a result of five years of in-depth research with com-
prehensive tests and detailed reports, and the involvement of practitioners, 
academia and other stakeholders. It specified 17 roles for HR professionals 
across four competencies (Functional/Behavioural HR, Generic Behav-
ioural HR Competencies, Generic Technical Competencies, Functional 
Technical Competencies). The roles outlined in the HR compass model 
again reflect a combination of various sub-factors illustrating six HR com-
petency domains (Ulrich et al., 2012). Similarly the TVRLS (TV Rao 
Learning Systems) Competency Model (Rao, 2008), based on existing 
studies by Ulrich and a host of India-based research, evaluated the HRD 
‘maturity’ level of any organisation and identified ten competencies criti-
cal to HR professionals (Business Knowledge, Functional Excellence, 
Leadership and Change Management, Strategic Thinking, Personal Cred-
ibility, Technology ‘Savvy’, Administration Skills, Vision, Learning Attitude 
and Execution Skills) resembling again the six HR competency domains 
(Rao, 2008). Both the HR compass model and the TVRLS competency 
model are compared with Ulrich’s et al. (2012) model in Figure 6.2.

It can be observed that Indian HR departments reflect traditional roots 
(respect for seniority, status and group affiliation), but global competition 
has driven them to follow more strategic technological, innovator and inte-
grator competency approaches. This is predominantly reflected in the tradi-
tional Indian value model blended with new organisational imperatives 
such as work quality, customer service and innovation (Chattterjee, 2007).

HR roles and competencies in Malaysia
Contemporary Malaysian HRM practices are driven by both the British 
traditions and ethnic-oriented values (e.g. Chinese, Malay and Indian) 
(Chew, 2005). These practices are in a stage of transition impelled by the 
government in the wake of strategies to accelerate the transformation of 
Malaysia (‘Vision 2020’) towards a knowledge-based society (Huui and 
Siddiq, 2012; Liu et al., 2014; Man, 2012; Samaratunge et al., 2008).The role 
of innovation has been highlighted as the key factor affecting the perfor-
mance of Malaysian small and medium enterprises (SMEs), with the launch 
of the SME Masterplan 2012–2020, particularly to drive productivity 
(NSDC, 2012). Its key purpose is to stimulate SMEs to adapt global HRM 
practices in order to retain and motivate employees towards the enhance-
ment of their innovative behavior (Ar and Baki, 2011; Tan and Nasurdin, 
2010; Zakaria et al., 2014).
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There is a paucity of research on HR competencies in Malaysia, but 
recently a few research studies have appeared in the Malaysian literature 
(Hamid et al., 2011; Long and Khairuzzaman, 2008, 2010). Some studies 
have observed that Malaysian human resource practices focus on perfor-
mance, evaluation, training and recruitment and are influenced by Islamic 
principles (honesty, trustworthiness and continuous determination to 
work for the best) (Hashim, 2009; Osman et al., 2011). Malaysian HR 
management can be described as more ‘personnel’ in approach and the 
acceptance of the term HRM by Malaysians is slow and cautious (Rowley  
and Abdul Rahman, 2007). Business and human resource competencies, 
change-management capacities, organisational culture capabilities, per-
sonal communication, legal compliance, effective relationships, perfor-
mance management and personal credibility are the HR competencies 
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assessed by researchers as urgently needed by human resource managers  
from the top management perspective in Malaysia (Hamid, 2004; Junaidah,  
2007; Long and Khairuzzaman, 2008).

The above sections highlight the findings from the literature on the 
gradual development of HRM roles and competencies in Vietnamese, 
Indian and Malaysian economies over recent decades. It must be noted that 
all three countries’ HR professionals mirror their Western counterparts in 
their selection of HRM practices that promote innovation in organisations. 
All three countries are on the road to economic growth, and sustained 
efforts are being made by researchers to confirm the developing roles and 
competencies of HR professionals in these countries. Although consider-
able research has been conducted recently in these developing economies 
exploring the strategic role of HRM, it appears that all three economies are 
far from adopting robust strategic HRM roles and the associated 
competencies.

In both Vietnam and Malaysia, research studies have suggested that 
change is occurring towards the conscious adoption of strategic HRM 
roles and competencies by different sectors; on the other hand, in India 
more varied findings are reported. There is research evidence underlying 
the importance of a strategic business partner role, but there are only a 
few organisations (software services, pharmaceuticals and biotechnology) 
in which the greater significance of HRM is emphasised (Chatterjee, 
2007). Similarly in Malaysia, due to its deep-seated cultural values and 
the mix of Western and indigenous influences, these outcomes are as yet 
uncertain.

RESEARCH METHODOLOGY

This section takes into consideration existing empirical research and takes a 
step further by analysing research data collected to understand HRM roles 
and competencies in Vietnam, India and Malaysia. These roles and compe-
tencies were assessed using the ‘AHRI – Model of Excellence’ with its three 
key HRM roles – namely strategic business partner, functional HRM spe-
cialist and administrative expert – and the associated seven designated com-
petencies comprising business-driven, strategic architect, stakeholder 
manager, workforce designer, credible activist, expert practitioner and cul-
ture and change agent. The data were collected from surveys of managers 
working in different types of organisations ranging from government, pri-
vate and international/multinational organisations in the three countries.
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A questionnaire incorporating all these items was administered to the 
executives of the organisations which have a separate HR/personnel depart-
ment manned with at least one HR professional. It was ensured that the 
respondent executives had a minimum of two years of work experience so 
that they have had sufficient exposure to the HR department and its HR 
professionals. The initial completed questionnaires received from the execu-
tives in Vietnam, India and Malaysia were analysed and the findings are 
presented through simple statistical representations. The sample sizes were 
quite disparate with 73 (Vietnam), 55 (India) and 214 (Malaysia). Given 
these different and relatively modest sizes, it is not possible to make broad 
generalisations about the findings. Hence it is an exploratory comparative 
study.

The three specific research questions were:
 1.  What are the key characteristics of HRM departments in a variety of 

organisational types in Vietnam, India and Malaysia?
 2.  Which are the predominant HRM roles, competencies and functions 

adopted in these organisations?
 3.  How are these HRM roles and competencies similar and different in the 

three countries?
Associated implications of these findings, including potential links 

between HRM and organisational effectiveness, are discussed later in the 
chapter.

RESEARCH FINDINGS
Demographic profile
The following sections explore the demographic profile in terms of organ-
isation size, type, educational status, job title and industry type of the respon-
dents from Vietnam, India and Malaysia (see Table 6.1).

Vietnam
The data from Vietnam represented the views of respondents largely from 
small (64 per cent) and medium–large (16 per cent) organisations and fewer 
from large organisations (20 per cent), working in government departments 
or agencies (43 per cent), local private organisations (35 per cent), and a 
smaller number of respondents from multinational enterprises (MNCs) (12 
per cent).These proportions generally reflect the sectoral size distributions 
in the overall economy. Their employers were based in either Ho Chi Minh 
City (46 per cent) or Can Tho province (50 per cent), which reflected the 
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Table 6.1 Demographic profile of respondents
Size Vietnam India Malaysia Nature of organisation Vietnam India Malaysia

Small-medium 64% 30% 21% Government 43% 30% 61%
Medium-large 16% 21% 61% Private 35% 21% 35%
Large 20% 49% 18% Multinational 12% 49% 4%
Education Positions
Graduates 64% 27% 42% HR managers 16% 67% 43%
Postgraduates 27% 57% 5% Middle and senior  

managers
68% 23% 26%

Team Leaders 16% 8% 9%
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networks of the survey partners, with only a small proportion from Hanoi 
(4.2 per cent). Most (64 per cent) of the Vietnam respondents had a gradu-
ate degree and 27 per cent were postgraduates. Most (72 per cent) of the 
Vietnamese respondents did not have HRM-related qualifications. Of those 
who had them, 47 per cent had an HRM degree, while 53 per cent held 
general business degrees with HRM subjects. The respondents covered a 
broad range of managerial positions, including directors, deputy managers, 
general managers, office managers, project managers, marketing executives, 
compliance team leaders, a quality manager and HRM staff. Most of these 
(68 per cent) were in the category of middle or senior managers. The major-
ity of Vietnamese respondents were employed in education and training (20 
per cent), administrative and support (19 per cent) or manufacturing (16 per 
cent) sectors (together amounting to 55 per cent of responses), but there 
was a wide spread of other sectors represented as well.

India
Indian data included more participation by large organisations (49 per cent) 
followed by small–medium (30 per cent) and medium–large (21 per cent) 
organisations. The majority of the representation was from multinationals 
(49 per cent) and government departments (30 per cent) with only 21 per 
cent from private organisations. The Indian respondents with Masters’ qual-
ifications (57 per cent) were proportionately greater, and 27 per cent had 
undergraduate degrees. The number of these respondents (both graduates 
and postgraduates) having HRM-related qualifications was also high at 63 
per cent. Most (42 per cent) of the Indian respondents did not have HRM-
related qualifications, and of those who had them, 11 per cent had an HRM 
degree, while 7 per cent had general business degrees with HRM subjects. 
A majority of respondents (67 per cent) were working as HR managers 
with 23 per cent in senior roles. The Indian respondents included in the 
study were 25 per cent from manufacturing organisations, followed by edu-
cation and training, and information media and telecommunications  
(18 per cent each), construction firms (14 per cent) and health and social 
assistance (7 per cent) organisations.

Malaysia
A large majority of the respondents from Malaysia represented medium–
large business (61 per cent), small (20 per cent) organisations and fewer in 
large organisations (18 per cent), and most were Malaysian-owned. The 
respondents were mainly from government departments (61 per cent) and 
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private organisations (35 per cent); the multinational representation was 
only 4 per cent. Malaysian respondents at the rank of middle to senior man-
agers had either a Bachelor’s (42 per cent) or a Master’s (5 per cent) quali-
fication. The majority of respondents (43 per cent) were HR managers, 
with 26 per cent in middle and senior level roles. These were from educa-
tion and training (16 per cent), financial and insurance (13 per cent), admin-
istrative and support (12 per cent) and agriculture, forestry and fishing  
(9 per cent). There was a spread of other sectors represented as well.

Key HRM roles, competencies and functions
Key HRM roles
With respect to the three key HRM roles discussed earlier in the paper, 
Figure 6.3 illustrates their representation in HR departments in Vietnam, 
India and Malaysia.

The majority of Vietnamese respondents in this study considered that 
their HRM professionals adopt a ‘functional HRM specialist’ (73 per cent) 
rather than either ‘strategic business partner’ (18 per cent) or ‘administra-
tive expert’ (9 per cent) roles. Similarly, Indian respondents of the sample 
organisations for the study also indicated that they were mainly performing 
their roles as functional HRM specialists (52 per cent), followed by 28 per 
cent claiming to practise a strategic business partner role. The administra-
tive expert role was demonstrated by 20 per cent of the sample organisa-
tions. The Malaysian respondents considered that their HRM professionals 
should adopt an ‘administrative expert’ (42 per cent) rather than either 
‘strategic business partner’ (25 per cent) or ‘functional HRM specialist’  
(33 per cent) role.

Table 6.2 shows the key roles of HR departments in these three coun-
tries according to organisational type and size.
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Table 6.2 Key roles of HR departments as per type and size
Strategic business Partner Functional HRM specialist Administrative expert

Type Vietnam India Malaysia Vietnam India Malaysia Vietnam India Malaysia

(a) Government 3 (10%) 0 33 (25%) 22 (71%) 17 (80%) 47 (36%) 3 (19%) 4 (20%) 51 (39%)
(b) Private 7 (27%) 7 (28%) 21 (28%) 19 (73%) 12 (52%) 20 (26%) 0 6 (20%) 35 (46%)
(c) International 1 (11%) 8 (89%) 1 (14%) 7 (78%) 0 3 (0%) 1 (11%) 1 (11%) 3 (43%)
Total 11 15 55 48 29 70 4 11 89
Size
(a) <20 0 – 8 (18%) 4 (100%) – 21 (47%) 0 – 16 (35%)
(b) >20, <199 6 (14%) 2 (13%) 23 (23%) 33 (79%) 11 (37%) 34 (34%) 3 (7%) 3 (18%) 45 (44%)
(c) >200, <499 3 (25%) 4 (27%) 9 (9%) 6 (50%) 6 (21%) 7 (24%) 3 (25%) 2 (18%) 13 (45%)
(d) >500 4 (27%) 9 (60%) 15 (38%) 10 (67%) 12 (42%) 9 (22%) 1 (6%) 6 (55%) 16 (45%)

13 15 55 53 29 71 7 11 90
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In the case of Vietnam, the functional HRM specialist role was most 
evident in government departments and agencies followed by local private 
businesses, while the strategic business partner role was more prominent in 
private businesses than in government agencies. All of the respondents (100 
per cent) from small organisations (<20 employees) rated the functional 
HRM specialist as the key role of their HR department. Although respon-
dents from organisations with employee numbers of 200–499 gave the low-
est rank to the functional HRM specialist role relative to those from other 
organisation sizes, the majority of them (50 per cent) still considered it the 
key role of their HR department.

Similarly, Indian HR professionals reported the functional HRM spe-
cialist role in the majority (80 per cent) of government organisations, fol-
lowed by 52 per cent of privately owned organisations. No government 
respondents reported a strategic role for the HR department. The strategic 
business partner role was predominantly seen in international organisations 
(89 per cent) and to a lesser extent in private organisations (28 per cent).
There was a healthy trend towards the strategic business partner role, dem-
onstrated by 28 per cent of the organisations, mainly private or multina-
tional organisations.

Table 6.2 further shows that the ‘Administrative Expert’ role was 
most evident in Malaysia’s government departments and agencies (39 
per cent), followed by ‘functional HRM specialist’ (36 per cent) and 
then ‘strategic business partner’ (25 per cent) roles. In private business, 
the administrative expert role was also the most evident, but strategic 
business partner (28 per cent) and functional HRM specialist roles (26 
per cent) were considered of similar levels of importance as the differ-
ence between the roles was only 2 per cent. There was a tendency for 
the roles to change according to the ownership types of the organisa-
tion. In smaller organisations, more HR professionals were involved in 
‘functional HRM specialist’ roles (47 per cent). In medium-sized organ-
isations, the role of HR professionals as an administrative expert was 
perceived to be more evident (44 per cent).

HRM competencies
Across the broad spectrum of HRM competencies which form the ‘AHRI 
Model of Excellence’ – given that the mean scores of all the competency 
variables are greater than the theoretical mean (3.0) – it may be concluded 
that most of the respondents from the three countries believed that their 
levels of expertise were relatively high on all the measured competencies 
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(see Table 6.3). The table shows the current HR managers’ perceived com-
petencies in three countries. Incidentally, all countries’ respondents displayed 
support for different competencies in order of preference. While in Vietnam 
the greatest support was given to ‘culture and change agent’ (mean = 3.67) 
followed by ‘expert practitioner’ (3.60) and ‘credible activist’ (3.56), in India 
the ‘credible activist’ (4.30) competency was given most support, followed 
by ‘business-driven’ (4.14) and ‘workforce designer’ (4.14) competencies. 
Malaysian respondents gave most support to the ‘business-driven’ (3.51) 
competency followed by ‘credible activist’ (3.41) and ‘expert practitioner’ 
(3.39) competencies.

There was no evidence of significant differences between the measured 
competencies. All these competencies reinforced earlier findings that the 
functional HRM specialist role is key in all three countries, especially one 
performed within a transitional industry context. The strategic architect and 
culture and change agent competencies received the lowest ranking in 
terms of perceived expertise in all three countries.

Cross-correlation analyses were also undertaken with respect to the 
associations between organisation type/company size and the specific 
HRM competencies. Table 6.4 reports the level of expertise that the HR 
professionals perceived against the seven HR competencies and skills across 
the three types of organisation in all three countries.

Table 6.3 HRM competencies
Vietnam India Malaysia

Competencies N Mean SD N Mean SD N Mean SD

Business-
driven

73 3.42 0.90 55 4.14 0.848 214 3.51 0.917

Credible 
activist

73 3.56 0.93 55 4.30 0.539 215 3.41 0.832

Expert  
practitioner

73 3.60 0.92 55 4.10 0.761 216 3.39 0.867

Culture and 
change 
agent

73 3.67 0.90 55 3.98 0.827 215 3.38 0.810

Strategic 
architect

73 3.45 1.11 55 3.87 0.883 215 3.35 0.940

Workforce 
designer

72 3.46 1.06 55 4.14 0.755 215 3.24 0.801

Stakeholder 
manager

72 3.47 0.90 55 4.10 0.916 215 3.19 0.956



Table 6.4 Organisational types and HR competencies and skills
Government Private International

Competencies Vietnam India Malaysia Vietnam India Malaysia Vietnam India Malaysia

Business-driven Medium High-very-
high

High High High-very-
high

High Medium High-very-
high

High

Strategic 
architect

High Medium-
high

Medium-
high

High-very-
high

Medium-
high

High High High-very-
high

High

Stakeholder 
manager

High Medium-
high

Medium-
high

High High-very-
high

Medium Medium Medium-
high

Medium-
high

Workforce 
designer

High Medium-
high

Medium-
high

High High-very-
high

Medium High Medium-
high

High-very-
high

Credible 
activist

Medium High-very-
high

Medium-
high

Very high High-very-
high

Medium Medium High-very-
high

High-very-
high

Expert 
practitioner

High High-very-
high

Medium-
high

High High-very-
high

High Medium High-very-
high

High

Culture and 
change agent

Medium-
high

Medium 
high

Medium Medium-
high

High-very-
high

Medium-
high

High High-very-
high

Medium

Business-
Driven

Medium High-very-
high

High High High-
very-high

High Medium High-
very-high

High

Strategic 
Architect

High Medium-
high

Medium- 
high

High-
very-high

Medium-
high

High High High-
very-high

High

Stakeholder 
Manager

High Medium-
high

Medium 
high

High High-
very-high

Medium Medium Medium-
high

Medium-
high

Workforce 
Designer

High Medium-
high

Medium High High-
very-high

Medium High Medium-
high

High-very-
high

Credible 
Activist

Medium High-very-
high

Medium 
-high

Very high High-
very-high

Medium Medium High-
very-high

High-very-
high

Expert 
Practitioner

High High-very-
high

Medium 
-high

High High-
very-high

High Medium High-
very-high

High

Culture and 
Change 
Agent

Medium-
high

Medium-
high

Medium Medium-
high

High-
very-high

Medium-
high

High High-
very-high

Medium
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Competencies by organisation type
Government
Vietnamese HR professionals who worked for government agencies consid-
ered themselves as having a high level of expertise on four key competen-
cies (strategic architect, stakeholder manager, workforce designer and expert 
practitioner). Some of these competencies suggest that they recognised the 
importance of a strategic business partner role but are yet unable to fully 
adopt it, due either to their own lack of confidence or experience, or 
absence of support from senior management. Indian government HR pro-
fessionals’ perceived competence appears to be as credible activist, expert 
practitioner and business-driven, with medium to high expertise in stake-
holder management and stakeholder manager competencies. The compe-
tencies of strategic architect and culture and change agent received the 
lowest ranking in terms of perceived expertise. Whereas Malaysian HR pro-
fessionals who worked for government agencies perceived themselves as 
having a high level of expertise on five key competencies (business-driven, 
strategic architect, stakeholder manager, credible activist and expert 
practitioner).

Private
The HR professionals in local Vietnamese private businesses assessed them-
selves as experts on five of the seven competencies and skills, setting aside 
credible activist and culture and change agent competencies. Indian private 
organisations’ HR departments reported high levels of expertise for credible 
activist, expert practitioner and business-driven competencies, but at the 
same time these organisations also demonstrated some movement towards 
the strategic architect and culture and change agent competencies. The HR 
professionals in local Malaysian private businesses assessed themselves as 
experts on four out of the seven competencies and skills (business driven, 
strategic architect, expert practitioner and culture and change agent).

Multinational
HR professionals working for Vietnamese MNCs perceived their key com-
petencies as reflecting a mere three of the seven HR competencies, namely 
strategic architect, culture and change agent and workforce designer, rein-
forcing their greater confidence in a strategic business partner role. In the 
case of India, competencies such as strategic architect, workforce designer 
and culture and change agent were ranked more highly in terms of exper-
tise by MNCs. Malaysian HR professionals working for international 
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companies perceived their key competencies as workforce designer, credible 
activist, business-driven, strategic architect and expert practitioner.

HRM by organisation size
The findings demonstrate that HR professionals in smaller Vietnamese 
organisations consider that they have less expertise on the seven competen-
cies and skills than HR professionals in larger organisations. For example, 
the HR professionals in organisations with less than 20 employees perceived 
themselves as having a high level of expertise in one competency (strategic 
architect), while their counterparts who were working for companies with 
more than 500 employees perceived themselves as possessing a high level of 
expertise on five out of seven competencies and skills (stakeholder manager, 
workforce designer, credible activist, expert practitioner and culture and 
change agent). There was a mixed finding for HR professionals who worked 
for medium size companies (20 to less than 199).

In the case of India the research findings further reflect high to very high 
expertise levels for the competencies by HR professionals in large organisa-
tions (more than 200 employees). In contrast, the organisations with a 
smaller number of employees (less than 200 employees) demonstrated vari-
able expertise levels ranging from medium to very high. For Malaysia, the 
findings showed that HR professionals in smaller organisations consider that 
they have expertise in seven competencies and perceive their highest level 
of skill to be an expert practitioner and their lowest level as strategic archi-
tect. HR professionals in larger organisations favoured the credible activist 
competency, with little support for workforce designer, stakeholder man-
ager and expert practitioner skills. However, the medium size organisations’ 
respondents perceived themselves to possess high skills on the business-
driven competency, as well as in all seven competencies. HR professionals 
in organisations with more than 200 and less than 499 employees perceived 
that business-driven skills were more evident in their operations.

Top five HRM functions
Respondents were asked to rank the top five functions of their HR depart-
ment among the 16 given HR functions (see Table 6.5).

Vietnam
The frequency analysis demonstrated that ‘HR policy development’ was 
perceived as the most highly ranked HR function, with 34.2 per cent of 
the respondents ranking it as the most important function of their HR 



Table 6.5 HR functions

HR function

Vietnam India Malaysia

Rank Rank Rank

1 2 3 4 5 Total 1 2 3 4 5 Total 1 2 3 4 5 Total

HR policy  
development

34.2 6.3 1.3 0.0 5.1 46.9 3.6 10.9 9.0 3.6 7.2 34.3 69 50 8 4 17 148

HR planning 25.3 21.5 7.6 3.8 2.5 60.7 10.9 10.9 0.0 3.6 9.0 34.4 65 46 19 7 19 156
HR information  

system design/
management

7.6 13.9 7.6 6.3 3.8 39.2 5.4 0.0 3.6 3.6 7.2 19.8 15 34 31 8 11 99

Knowledge  
management

6.3 5.1 11.4 7.6 2.5 32.9 5.4 0.0 0.0 1.8 3.6 10.8 22 21 21 11 24 99

Ethics, governance 
and/or corporate 
social responsibility 
(CSR)

11.4 7.6 12.7 6.3 3.8 41.8 12.7 9.0 3.6 3.6 1.8 30.7 23 18 9 9 22 81

Work/job design/
analysis/
evaluation

22.8 8.9 13.9 5.1 3.8 54.5 3.6 5.4 20.0 18.1 5.4 52.5 31 28 24 14 18 115

Recruitment and 
selection

16.5 20.3 16.5 10.1 6.3 69.7 12.7 21.8 7.2 16.3 10.9 68.9 20 40 19 7 16 102

Talent management 13.9 5.1 8.9 5.1 1.3 34.3 10.9 3.6 7.2 9.0 7.2 37.7 18 16 19 12 9 74
Career management 8.9 5.1 7.6 5.1 0.0 26.7 7.2 7.2 9.0 9.0 5.4 37.8 26 23 19 13 7 88
Employee training  

and development
13.9 11.4 15.2 25.3 0.1 75.9 1.8 0.0 12.7 3.6 9.0 27.1 28 35 34 25 27 149



Employee  
counselling and/
or discipline

2.5 7.6 7.6 5.1 0.0 26.7 5.4 0.0 12.7 12.7 7.2 38.0 14 22 16 10 10 72

Performance  
management

11.4 7.6 2.5 11.4 3.9 46.8 10.9 10.9 9.0 1.8 10.9 43.5 24 15 18 8 14 79

Employee rewards 
and benefits

6.3 2.7 3.8 3.8 1.4 38.0 1.8 10.9 1.8 12.7 7.2 34.4 19 23 22 29 28 121

Industrial relations 12.7 6.3 8.9 3.8 5.1 36.8 3.6 1.8 3.6 0.0 7.2 16.2 20 14 15 5 5 59
Occupational health 

and safety
10.1 8.9 6.3 2.5 6.3 34.1 5.4 3.6 0.0 0.0 0.0 9.0 18 9 24 12 12 75

HR evaluation and 
accountability

10.1 7.6 3.8 1.3 7.6 30.4 3.6 0.0 0.0 0.0 0.0 3.6 20 33 9 9 9 80
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department. More than a quarter of the respondents considered that 
‘HR planning’ is the most important HR function, with less support 
given to ‘work and job design/analysis/evaluation’ (22.8 per cent), 
‘recruitment and selection’ (16.5 per cent) and ‘employee training and 
development’ (13.9 per cent). Although ‘employee training and develop-
ment’ was only ranked in fifth place as the most important HR function 
(see Figure 6.4), it got the highest percentage (75.9 per cent) when the 
top five HR functions were considered at the same time. Similarly, 
‘recruitment and selection’ was only ranked in fourth place as the most 
important HR function, but it got the second highest rank (69.7 per 
cent) when multiple (5) functions were considered. These findings were 
generally consistent with functional HRM specialist roles and expert 
practitioner, credible activist, workforce designer, stakeholder manager 
and culture and change agent professional competencies, while not sur-
prisingly HR policy and planning capabilities and skills were consistent 
with the management of staff within a dynamic economic context. 
There was considerably less support for HR information management, 
knowledge management, career development, employee rewards and 
benefits systems or talent management competencies, which might be 
more reflective of strategic business partner roles.

Cross-correlations between organisation type/size and HR functions 
were also undertaken. The results showed that the HR professionals who 
worked for government organisations perceived that seven activities were the 
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most important of the 16 HR functions (ranked first: HR policy develop-
ment, HR planning, ethics, governance and/or corporate social responsibility, 
work/job design/analysis/evaluation, industrial relations, occupational health 
and safety and HR evaluation and accountability). The HR professionals in 
local private organisations seemed to agree with their counterparts as they 
rated HR policy development, HR planning, work/job design/analysis/eval-
uation, industrial relations and HR evaluation and accountability as the most 
important HR functions (ranked first). Cross-correlational analyses between 
organisation size and HR functions indicated that the larger organisations 
tend to see most of the HR functions as top priorities as compared with 
smaller organisations (ranked first). More specifically, the HR professionals in 
companies with less than 20 employees ranked four HR functions as top out 
of 16 functions (HR policy development, HR planning, career management 
and industrial relations) while the HR professionals who work for large 
organisations (>500) identified eleven functions as the most important 
(ranked first).

India
The frequency analysis showed that ‘recruitment and selection’ was per-
ceived as the most highly ranked HR function, with 12.7 per cent of the 
respondents ranking it as the most important function of their HR depart-
ment. It was followed equally by HR planning, talent management and 
performance management (10.9 per cent), perceived as the most highly 
ranked HR functions. Recruitment and selection also got the highest per-
centage (68.9 per cent) when the top five Indian HR functions were con-
sidered (see Figure 6.5) at the same time. HR policy development, HR 
planning and employee rewards and benefits (10.9 per cent) were second 
ranked HR functions in Indian context. The work/job design/analysis/
valuation function clearly took third place with 20 per cent of respondents. 
It also took second place in terms of perceived importance when multiple 
(5) functions were considered. The ranking of these HR functions again 
demonstrate the functional and administrative expert orientation of most of 
the surveyed Indian organisations. Some of the organisations (local private 
business and MNCs) ranked HR information system design/management 
and knowledge management but were few in number, which demonstrates 
that the Indian HR context is as yet undeveloped with respect to the tech-
nology proponent and change management competency domains. The 
major concern was about the ‘training and development’ function, which 
was poorly ranked by all the respondents.
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Malaysia
The frequency analysis for Malaysian respondents showed that ‘HR policy 
and development’ was perceived as the first and the second most important 
functions followed by employee training and development (see Figure 6.6). 
Employee rewards and benefits were ranked fourth and fifth respectively. 
The results showed less support being given to industrial relations and ethic 
and social responsibility (CSR).

Cross-tabulation analyses between organisational size and HR functions 
indicated that the larger organisations tend to see most of the work/job 
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design analysis and evaluations as top priorities as compared with smaller 
organisations that ranked HR planning as the most important. More 
specifically, the HR professionals in a company with less than 20 employ-
ees ranked four HR functions as of top importance out of 16 functions 
(HR planning, HR policy development and employee training and 
development).

DISCUSSION

The statistical analysis of the respondent data suggests that HR roles and 
practices in all three countries are still ‘developing and emerging’ and at the 
same time are showing a tendency to follow the Western path and to adopt 
many of the ‘best practice’ models across different ownership styles  
(Connor and McCartney, 2011; Zhu et al., 2007). The Vietnamese respon-
dents surveyed demonstrate a transitional phase in the development of vari-
ous HR roles and competencies, and these results are in conformity with 
similar earlier studies (Benuyenah and Phoon, 2014; Boselie and Paauwe 
2005; Boudreau and Ramstad, 2003; Nankervis et al., 2015; Warner, 2013).
The Indian respondents portrayed trends of ‘crossvergence’, or the blending 
of Western and Indian HR practices, as an outcome of the exigencies of 
globalisation, and many organisations have adopted strategic HR practices 
in their operations with minor modifications (Budhwar and Bjorkman, 
2003; Saini and Budhwar, 2004). The HRM roles in Malaysian organisations 
showed that organisations are still grappling with the ‘administrative expert’ 
and ‘functional HRM specialist’ roles (Long and Khairuzzaman, 2008; 
Ulrich, 2008), and that the concept of strategic business partner is not 
aggressively pursued by most HR practitioners.

It is interesting to note that in all the three economies, organisation 
size plays a part in terms of the strategic business partner role. The data in 
this study reveal an ascending order in terms of this role, i.e. the larger the 
organisation size, the greater importance given to the strategic business 
partner role of their HR department. This finding echoes the mainstream 
studies conducted in Western economies (Armstrong, 2012; Kearns, 2010; 
Truss et al., 2012). The analysis of the data suggests that the majority of 
Vietnamese and Indian respondents consider that their HRM depart-
ments have adopted a functional HRM specialist role, whereas a majority 
of the Malaysian respondents believe that their HRM department’s role is 
that of an administrative expert. It was also noted across all three countries 
that the adoption of HRM practices is not convergent at the same level 
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across different types of ownership of organisations, reconfirming previ-
ous studies in the literature (Brewster and Mayhofer, 2013; Nguyen et al., 
2013; Premarajan and Goyal, 2010; Thang and Quang, 2005; Zhu et al., 
2008). The functional HRM specialist role was dominant in government 
organisations in both Vietnam and India. Correspondingly, the govern-
ment organisations in Malaysia display an administrative expert role, in 
contrast to those in either Vietnam or India. Indian organisations’ respon-
dents demonstrate more evidence of moving towards a strategic business 
partner role, followed by Vietnam and Malaysia. The strategic business 
partner role was more evident in Vietnam and Indian private/MNCs as 
compared to Malaysia, where the private organisations demonstrated 
more reliance on the administrative expert role, followed by almost equal 
weighting for the strategic business partner and functional specialist roles. 
Interestingly enough, the Vietnamese and Indian respondents exhibited 
less emphasis on the administrative expert role, suggesting that their HRM 
departments are on the path of functional and strategic evolution, whereas 
Malaysian HRM departments are struggling to catch up with Vietnamese 
and Indian counterparts (Benschop, 2001).

In terms of competencies, the key finding of this study is that most of the 
respondents from the three countries believed that their levels of expertise 
were relatively high on all the measured competencies. Vietnamese respon-
dents considered themselves to have a high level of expertise in four key 
competencies – namely strategic architect, stakeholder manager, workforce 
designer and expert practitioner. Indian respondents’ perceived competen-
cies appear to be credible activist, expert practitioner and business-driven, 
with medium to high expertise in stakeholder management and stakeholder 
manager competencies; meanwhile, Malaysian respondents perceived them-
selves as high in the competencies of business-driven, strategic architect, 
stakeholder manager, credible activist and expert practitioner. Another com-
mon feature observed across the three countries was that the respondents 
from smaller organisations demonstrated less expertise on the seven listed 
competencies.

The results of this study in terms of the top five HRM functions in 
HRM departments of these countries suggested a reliance on HRM func-
tions in alignment with the perceived role (administrative, functional and 
strategic) of their departments. In order to reduce skill shortages (Montague, 
2013) and improve talent development (Chatterjee et al., 2013), much of 
the emphasis the HR functions was on the creation of talent pipelines and 
talent management to reduce skill gaps and improve the quality of human 
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capital (Connell and Stanton, 2014). Vietnamese respondents rated HR pol-
icy development, work and job design/analysis/evaluation and recruitment 
and selection as the most important HR functions. Indian respondents 
ranked recruitment and selection, HR planning, talent management and 
performance management as the most important HR functions, whereas 
Malaysian respondents gave most importance to the function of industrial 
relations, followed by HR evaluation and accountability, employee counsel-
ling and/or discipline. The main point of concern evident from this study 
was the ranking of the employee training and development function across 
the three economies. Though, it got highest percentage when the top five 
HR functions were considered at the same time across the three economies 
it did not rate among the top five HR functions. Given the impending skill 
shortages in these economies due to increasingly significant mismatches 
between worker skills and job requirements (Dobbs and Madgavkar, 2014), 
training and development can be seen as an issue that warrants further 
investigation (Nguyen et al., 2013).

CONCLUSION

Effective implementation of HRM functions, roles and competencies is a 
measure of the effectiveness of the HR department of an organisation 
(Ahmad et al., 2015) and this effectiveness is seen as HRM’s contribution to 
a firm’s performance (Long and Ismail, 2011; Ruel et al., 2007).The study 
contributes to the literature of HRM on the various functions, roles and 
competencies utilised in Vietnam, India and Malaysia, and also emphasises 
their importance in ensuring organisational effectiveness. The chapter has 
explored the key characteristics (HRM roles and competencies) that HR 
professionals must demonstrate to be personally effective and to affect busi-
ness performance (Brockbank et al., 2012) in a variety of organisational 
types in the three countries (Vietnam, India and Malaysia). The alignment 
of HR systems with business strategy is expected to enhance organisational 
effectiveness and competitiveness (Delery and Doty, 1996; Schuler and  
Jackson, 1987). The results of this study indicate that all three economies are 
far from adopting robust strategic HRM roles and the associated competen-
cies. The Vietnamese and Indian HRM functions demonstrate more reli-
ance on the functional specialist role with moves towards a strategic business 
partner role in some sectors, whereas Malaysian HRM seems to be still in a 
nascent stage, with a predominance of the administrative expert role, at least 
partly due to its diverse cultural context. While HR practice in Vietnam and 
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India shows a gradual development towards a strategic partner role driven 
by their rapidly changing economies and industrial environments, Malay-
sian HRM has adopted a slow and cautious approach towards the strategic 
partner role. In order to enhance HR’s organisational contribution to the 
economies of these three countries, HR managers will not only need to 
transform their HRM functions, roles and competencies, but also to adopt 
a more strategic orientation, in order to have a significant impact on organ-
isational performance and effectiveness.

It is important to reiterate that the present study is mainly concerned 
with HRM roles and HR competencies in three economies and does 
not attempt to empirically establish the relationship between the various 
HR competencies and organisational effectiveness or performance. 
Moreover, the sample sizes were both modest and diverse, thus it is not 
possible to make broad generalisations about the findings. For more 
comprehensive and statistically reliable evidence of these relationships in 
these economies, it would be necessary to extend the research through 
thorough analysis of the HR orientation of their HR departments, to 
determine whether they follow a more strategic, administrative or func-
tional approach and what the impact is of that stance on organisational 
effectiveness and performance.
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CHAPTER 7

HRM roles in paradise: strategic or 
administrative? A study of tourist 
resorts in the Maldives
A. Najeeb

INTRODUCTION

Much of the growing body of research on human resource management 
(HRM) has promoted an increasingly strategic role of HRM (Ananthram 
and Nankervis, 2013; Kramar, 2014; Ulrich et al., 2013) and its contribution 
to organisational effectiveness (Guest, 2011; Nankervis et al., 2012; Rowley 
and Warner, 2013). However, research has thus far inconsistently conceptu-
alised strategic human resource management (SHRM), casting doubt on 
the extent to which SHRM is actually practised in organisations  
(Tompkins, 2002). Moreover, there has often been more speculation than 
empirical examination of what it takes for HR to become strategic. Simi-
larly, although there has been a great deal of normative writing about the 
role HR should play, there has been little empirical investigation of whether 
it is actually playing this role (Al-Taee and Alwaely, 2012; Lawler and 
Mohrman, 2003). Similarly, although research has identified HR competencies 
that go along with HRM roles, a question still remains as to the applications 
of these competencies (Darvish et al., 2012).

Existing SHRM research has paid less attention to (among other matters) 
the scope of HRM and issues associated with the effectiveness of the execution 
and implementation of HRM (Guest, 2011; Lengnick-Hall et al., 2009). SHRM 
literature also fails to adequately address the influence of different stakeholder 
perceptions and national and industry contexts (Stanton et al., 2010). Investiga-
tion of these issues in the hospitality industry is particularly limited (Najeeb, 
2013). Much of the earlier literature also considers HRM in organisations in the 
hospitality industry as largely disconnected from organisational strategy (Alleyne 
et al., 2008) since HRM practices in organisations in the industry are adminis-
trative and operational, as opposed to strategic (Baum, 2012).
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Hospitality is a labour-intensive industry that depends heavily on the 
knowledge, skills, attitudes and commitment of the employees working in 
the industry (Naidu and Chand, 2014). Therefore people are the primary 
resources for competitiveness and success in this industry. The focus of this 
chapter is on ‘hospitality’ rather than broad ‘tourism’. As the recognition of 
the need to include the context of hospitality in theory development has 
increased due to the importance of employees in hospitality firms and as 
HRM practices begin to become key factors in their growth and develop-
ment, more literature has begun to appear on SHRM in the hospitality 
industry (Najeeb, 2011). However, the extant research on SHRM has largely 
treated all sectors in the industry as a generic unit, viewing them in a rela-
tively homogeneous manner (Knox, 2002). Consequently, HRM in the 
industry has been generally characterised as ‘adversarial and ad hoc’ (Knox, 
2002: 60). However, there are significant differences in terms of the nature, 
operation and management of firms within the industry. For instance, the 
way that restaurants are managed is very different from the way luxury 
hotels are managed. As a result, HRM practice also differs from sector to 
sector (Najeeb, 2011). The ways in which hospitality organisations manage 
their employees has implications for the quality of service they provide and 
for organisational effectiveness as a result. Given the differences that exist 
within the sectors of the hospitality industry, there is a need to study SHRM 
in relation to specific industries in order to appreciate the differences 
(Najeeb, 2013).

Managing employees in the hospitality industry continues to be chal-
lenging in the small developing island economies (Baum, 2012). Due to 
contextual factors such as institutional and cultural dissimilarities, HRM in 
the hospitality industry is very different in these countries from that in 
developed countries (Baum, 2012). A contextual approach to SHRM 
assumes that as with industry-specific factors influencing HRM in a par-
ticular industry, country-specific factors also influence SHRM practices in 
a particular country (Brewster and Mayrhofer, 2012). As HRM and its roles 
are affected by contextual factors, there have been increasing calls for an 
exploration of HRM within their contexts, especially in the case of emerg-
ing economies, with a view to expanding the applications of SHRM (Brewster 
and Mayrhofer, 2012; Lengnick-Hall et al., 2009; Schuler et al., 2002).

In order to address the SHRM issues outlined above, this chapter aims: 
(1) to explore the HRM roles and competencies of HR professionals in 
tourist resorts in the Maldives; (2) to examine whether HRM roles and 
practices in tourist resorts bear the characteristics of SHRM; (3) to 
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investigate the factors that shape the nature and roles of HRM in these 
resorts; and (4) to investigate whether HRM roles and practices in local 
resorts are similar to or different from those of international hotel chains 
operating in the Maldives. The Maldives was chosen as the locus of this 
chapter in order to understand the SHRM concepts in a relatively unex-
plored new context.

The contributions of the study are threefold. First, as the majority of 
SHRM research has been conducted in developed countries, this chapter 
contributes to the literature by drawing data from resorts in the Maldives, 
thereby shedding light on a new context. Second, the empirical data gener-
ated by this research and the findings help distinguish SHRM in high-end 
tourist resorts from other sectors within the hospitality industry. Third, this 
study highlights the importance of a broader stakeholder perspective in 
SHRM research.

The remainder of the chapter is organised as follows. The next section 
presents an overview of the literature on SHRM and HRM roles and com-
petencies that frame the analysis of the nature and roles of HRM in resorts 
in the Maldives. This is followed by a discussion of the research methods. 
The findings are presented in the third section, followed by discussion and 
implications of the findings. The chapter concludes by summarising the 
findings and outlining the directions for future research.

LITERATURE REVIEW

SHRM, defined as ‘the patterns of planned HR developments and activities 
intended to enable an organisation to achieve its goals (Wright and 
McMahan, 1992: 298), emerged in the early 1980s as a strategic perspective 
of managing people in an increasingly turbulent and rapidly changing envi-
ronment (Kramar, 2014). Since then SHRM has largely been grounded in 
the literature on competitive advantage, organisational effectiveness and the 
resource-based view. This literature argues that as employees’ core compe-
tences and capabilities are key resources that need to be leveraged strategi-
cally to gain competitive advantage (Altarawneh and Aldehayyat, 2011), 
HRM practices need to be aligned not only with each other but also with 
the strategic orientation of the organisation (Nankervis et al., 2012; Ulrich 
et al., 2012). In summary, this literature reflects four key components that 
demonstrate SHRM in practice (Alleyne et al., 2008; Storey, 1992): (1) 
HRM strategy is determined by the organisational business strategy, inte-
grating HRM fully with strategic planning; (2) HRM strategy is consistent 



Asia Pacific HRM and Organisational Effectiveness150

with other functional strategies; (3) HRM strategy considers all levels of 
staff; and (5) the HRM function seeks to ensure that organisational culture, 
structure and employees’ quality, motivation and commitment contribute to 
the achievement of organisational goals. Other SHRM characteristics 
include: HR managers’ participation in business strategy formulation and 
the sharing of HR activities between HR professionals and line managers 
(Ulrich et al., 2013).

Best practice and best fit approaches
SHRM literature identifies two main schools of thought for SHRM: ‘best 
practices’ and ‘best fit’ approaches. The best practice approach is closely asso-
ciated with the organisational effectiveness perspective and argues that any 
organisation can adopt a set of best practices in the management of people 
to improve performance (Boxall and Purcell, 2011; Kramar, 2014). It pro-
motes the universalism of HRM with an assumption that all organisations 
that adopt a range of agreed HRM practices tend to create a high perfor-
mance workplace as organisations compete on the basis of high quality and 
productivity.

The best fit school argues for an approach to HRM which is fully inte-
grated with the specific organisational and environmental contexts in which 
they operate. In other terms, it argues for external and internal fits. External 
fit requires HRM activities to fully integrate with the demands of the exter-
nal environment. Internal fit refers to HRM strategies reinforcing each 
other (Jackson and Seo, 2010). Best fit can be achieved when HR strategies 
are aligned with an organisation’s preferred business strategy ,such as cost 
leadership, differentiation (innovation and quality enhancement) or focused 
strategies (Schuler and Jackson, 1987), through which organisational effec-
tiveness is achieved.

HRM roles and competencies
In the context of HRM in Europe, Kohont and Brewster (2014) suggested 
that there are three main players in the HRM field: line managers, HRM 
specialists and employee representatives. From the perspective of hospitality 
resorts in the Maldives, Najeeb (2013) identified three major HR partici-
pants: senior managers (mainly general managers), HR and line managers. 
This categorisation is consistent with the importance of senior, middle and 
line managers in promoting the implementation of HRM policy through 
organisational hierarchies (Stanton et al., 2010). Therefore, the chapter 
focuses on the HRM roles of these participants. These roles are shaped by 
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multiple contextual factors, including institutional context, company envi-
ronment, the social dimension of culture and organisational contingencies 
(Lengnick-Hall et al., 2009; Steers et al., 2013).

There are various typologies of HR roles (Ulrich et al., 2012; Kohont 
and Brewster, 2014). Ulrich (1997) suggested that HR professionals must 
play four key roles in order to add value to the organisation. These roles are 
both strategic and operational in nature, and have both long-term and 
short-term perspectives. These roles involve activities ranging from manag-
ing processes to managing people. They are: (1) the strategic partner role; (2) 
the administrative expert role; (3) the employee advocacy or champion role; 
and (4) the change agent role. Some researchers have divided HR profes-
sionals into specialists and strategists (Ulrich et al., 2012), while others cat-
egorise them as generalists and functional specialists (Antoine, 2015). These 
researchers also identified HR competencies or behaviours that encompass 
knowledge, skills and attributes required for successful HR performance 
(Darvish et al., 2012) that flow from each of these role categories. For 
example, competencies associated with the HR generalists’ role include 
organisational design, development and effectiveness, relationship manage-
ment and project and product management. Competencies such as business 
acumen, strategic influence and change management are associated with the 
HR strategist’s role.

Antoine (2015) argued that to be strategic partners, HR managers need 
to have credibility with line managers, possess line experience and be able 
to offer solutions to business problems. Similarly, senior and line managers 
need to heed and value HR partners who can counsel and provide advice. 
All members of this partnership also need to be change agents. To be more 
specific, HR professionals need to be operational executors, credible activ-
ists, change stewards, talent managers, organisational designers, strategy 
architects and business allies. Although strategic and operational roles are 
conflicting in many respects and performing both roles in an integrated 
fashion will remain an ongoing challenge (Tompkins, 2002), this has to be 
accepted as part of an HR professional’s job.

Drawing on Brewster et al. (2004), Kohont and Brewster (2014) divided 
HR competencies into four groups: (1) competencies that form the indi-
vidual style of operations; (2) enterprise competencies; (3) competencies 
needed for leadership, guidance and mentoring such as vision and align-
ment, strategic thinking, networking, resource management and team work; 
and (4) competencies that are necessary for the operational activities of HR 
managers. These competencies are also shaped by contextual, national and 
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organisational factors, and the time frames within which they operate. These 
HR competencies are crucial in increasing organisational effectiveness for 
two reasons (Ramlall, 2006): first, to get assurance from HR managers that 
the organisation has the human resource capabilities to implement its strate-
gies; second, to ensure that effective HR practices are in place for the effec-
tive implementation of organisational strategies. Although the greatest 
opportunity for HRM to contribute to organisational effectiveness may be 
to play a role in the development and implementation of the corporate 
strategy, the absence of HR competencies to carry out strategic HR roles 
has been identified as a possible reason for the lack of HR involvement in 
strategy development (Tompkins, 2002).

Managing HR through partnerships
There is a plethora of literature concerning how HRM is managed by HR 
professionals and line managers. Line managers are renowned for criticising 
the contribution that HR specialists make to organisational performance. 
This broadly takes one or more of four forms. First, HR practitioners are 
regarded as out of touch with commercial realities and not really being 
aware of how the business operates or its customer needs, and instead pro-
mote principles – such as welfare or employee rights – that may run coun-
ter to business goals. Second, HR is often seen to constrain the autonomy 
of line managers to make decisions which they feel are in the best interests 
of business. Third, HR managers are unresponsive and slow to act, always 
wanting to check options thoroughly rather than taking action immediately. 
Finally, HR practitioners are criticised for promoting policies that may be 
fine in theory but hard to put into effect. Although there have been sugges-
tions that HR should be disbanded altogether, a more realistic option is 
for line managers and HR professionals to work together as partners 
(Marchington and Wilkinson, 2012; Ulrich, 1998). Such partnerships require 
increasing the trust in line managers and transferring HR accountability to 
them in many areas where previously HR has exercised control. Managing 
human resources through such partnerships reflects SHRM theory in effec-
tive practice (Guest, 2011; Rupidara and McGraw, 2011).

SHRM in the hospitality industry
There have been mixed views on the nature of HRM in the hospitality 
industry. Earlier research in developing and developed countries provided a 
very bleak picture of HRM in the industry (Baum, 2007), labelling it essen-
tially administrative in nature (Taylor and Finley, 2008). This is particularly 
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true for the catering sector and small organisations in the hospitality indus-
try. However, since the early 2000s, empirical studies have been increasingly 
suggesting that organisations in the hospitality industry are beginning to 
adopt SHRM practices (Taylor and Finley, 2008). This appears particularly 
true for luxury hotels. Findings from hospitality HRM research in small 
island states are also consistent with this claim (Alleyne et al., 2008; Baptiste 
and Bailey, 2003).

RESEARCH METHODS
The context of the study
The research was conducted in seven resorts in the Maldives. The Republic 
of Maldives is located in the Indian subcontinent, consisting of 1,190 small 
coral islands, 200 of which are inhabited (Department of National Plan-
ning (DNP), 2014). The hospitality industry in the Maldives is considered 
synonymous with resorts (Najeeb, 2013) because resorts provide 79.9 per 
cent of the beds in the tourism industry in the Maldives (Ministry of 
Tourism, Arts and Culture (MTAC), 2014). This industry is the lifeline of 
the Maldivian economy. In 2013, the industry contributed 27 per cent to 
GDP, 17.3 per cent to government revenue and approximately 70 per 
cent of the country’s foreign currency earnings (MTAC, 2014). The 
industry has also been the largest private sector employer, supporting 
87,000 jobs or providing employment for an estimated 63 per cent of the 
country’s labour market during 2011 (World Travel and Tourism Council, 
2011). As illustrated in Table 7.1, resorts primarily serve the high-end 
tourist market. By the end of December 2014, the Maldives received 
more than 1.2 million tourists – four times the population of the country 
(Hamid, 2015).

Resorts selected for this research are self-contained in nature. They were 
developed under the country’s ‘one island, one resort policy’, based on the 
‘enclave tourism’ philosophy (Najeeb, 2014). These resort islands are ‘off 
limits to the [indigenous] people’ unless they are employed at the resort 
(Najeeb, 2013). Thus only employees and guests are found in these resorts. 
In 2013, of the 109 resorts registered, 41 per cent were operated by local 
companies, 16 per cent by foreign companies and 42 per cent by joint ven-
ture (local and foreign) companies (DNP, 2014). As most of the resorts 
belong either to a local hotel group or to an international hotel chain, they 
operate as independent strategic business units, employing a largely inde-
pendent management team.
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Research design, data collection and analysis
Data for this study were gathered as part of a four-year doctoral research 
project investigating the shaping of HRM practices in resorts in the 
Maldives. Ethical approval for this research was granted by the University of 
Wollongong. Based on the nature of the research problem and the context, 
a qualitative approach was adopted. Qualitative methods are more appropri-
ate to ‘explore exotic cultures, understudied phenomena, or very complex 
social phenomena (Miles and Huberman, 1994: 94). Based on a multiple 
case study approach (Yin, 1994), seven resorts were selected: four locally 
owned and managed resorts and three that belong to international hotel 
chains. As access to these cases was granted on the condition of anonymity, 
pseudonyms are used to describe the resorts and participants. The back-
ground and contextual information on the seven resorts are presented 
below in tabular form. Resorts have different profiles in terms of size (num-
ber of employees and rooms) and level of service, as presented in Table 7.1.

Consistent with the multiple case study approach, empirical material 
was collected through a range of methods: semi-structured interviews, field 
observation and contextual documents comprising company web pages, 
reports and strategy and policy documents, employee handbooks, best prac-
tice manuals, and relevant posts in newspapers and online blogs. A total of 

Table 7.1 Structural profile of the resorts
Resorts

Characteristics A B C D E F G

Size
  Number of employees 380 560 985 318 302 285 216
  Number of rooms 65 225 426 125 148 75 44
Age 16 39 13 17 30 38 32
Ownership
  Local resorts √ √ √ √
   International hotel 

chain
√ √ √

Target market/level of 
service

  High-end √ √ √ √
   High-end and 

middle-level
√ √ √

  Middle level
Perceived star ranking* 5 4 4 5 4 5 5

*There is no official star ranking for resorts
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55 semi-structured interviews were held across all seven case studies. Details 
of the respondents considered for the interviews are presented in Table 7.2.

The interviews were exploratory and aimed at eliciting views and opin-
ions from multiple perspectives. The data for this study were gathered from 
the background and career-related questions asked of the interviewees. 
Respondents were asked questions such as: ‘Can you please tell me about your 
career in general?’, ‘What’s your position in your organisation?’ and ‘What’s 
the nature of the work you are involved in?’ In most cases, interviewees started 
to talk freely about their role in the organisation in general, and about HRM 
or relationships they have with each other in particular. Most interviews lasted 
between 30 and 75 minutes. Respondents were offered the option to conduct 
interviews in either English or Dhivehi (local language of the Maldivian peo-
ple), and the interviewer adopted the language they preferred. Interviews 
conducted in Dhivehi were translated into English before analysis. All inter-
views were digitally recorded and transcribed verbatim. Interview transcripts 
were read several times and corroborated with the documentary evidence and 
field notes that helped develop each case as a stand-alone entity and perform 
a within-case analysis (Miles and Huberman, 1994). Data from each case were 
coded and patterns emerging out of each case were identified before they 
were generalised across the seven cases (Eisenhardt, 1989). Patterns that 
emerged from the cross-case analysis (comparison) were categorised accord-
ing to the research aims and concepts identified from the literature.

RESEARCH FINDINGS

The findings are organised based on the themes that emerged from the analy-
sis, including the definition of HRM, the status and position of the HR 
department, the devolution of HRM to line managers, and the integration 

Table 7.2 Number of interviews with participants
Participants Pseudonyms Number

Senior managers SNM 7
Line managers LNM 7
HR managers HRM 7
Non-managerial employees NME 28
Government officials GOO 2
Industry experts INE 2
Tourism Employee Association 

(TEAM) executives
EAM 2

Total 55
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of HR functions with each other and with the strategic orientation of the 
firm.

Contextual and perceptual definition of HRM – rhetoric or 
reality?
In order to heed the calls for defining and understanding HRM in context 
(Brewster and Mayrhofer, 2012; Lengnick-Hall et al., 2009) and to gain 
insight into the extent to which resort stakeholder views reflect the charac-
teristics of SHRM, the study analysed interviewees’ definitions of HRM. 
Most managers defined HR as the most important resource and HRM as a 
means to achieve competitive advantage. The following quotes from man-
agers typify this view:

Human resource in modern hospitality is absolutely paramount to the success of a 
resort. The new strategic leadership of tomorrow comes from guidance with human 
resources. HR plays absolutely a key role in maintaining balance of leading, guiding 
and supporting the workforce within the resort. I think human resources are very 
much about training, which is the most challenging aspect of HRM in resorts.

(SNM20, Resort F)

HR is the most important resource in this resort. The only way we can see a smiling 
face of a guest is to make employees happy, the intangible element. The care and 
kindness of our staff, friendliness of our staff, accepting customers as they are, pro-
viding services that the customers want, attending customer requests promptly. 
Creating an environment where employees and guests are happy is what I see HRM. 
How do we create such an environment? There are things that need to happen at 
the back stage – motivating employees, bringing their professional levels up, work-
ing for their well-being, and making them happy. Employees are in a trapped envi-
ronment here so make the environment vivid and complete for them.

(SNM30, Resort C)

HRM is all about interactions and relationships.
(SNM32, Resort G)

These definitions reflect the broader role of HRM in resorts. These definitions 
also reflect important HRM roles and leadership and management competen-
cies (Kohont and Brewster, 2014), such as leading, guiding, networking, team 
work and maintaining fairness and equality in managing employees.

HRM is also largely viewed as an organisational function whose support 
and integration is key to the effectiveness of all other business functions.  
As the following response suggests:

If you look after your employees that deliver great services, the guests come back and the 
profit and the finance start to look after themselves. So get it right with your employees.

(HRM39, Resort A)
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The definition also emphasises HRM’s contribution to service quality, 
profitability or to the bottom-line of the organisation, which is indicative of 
SHRM (Kramar, 2014). It also to some extent reflects the market-driven 
approach to HRM, as employees are treated well because these resorts serve 
high-end markets and guests demand high-quality personalised services, 
which can only be delivered through well-managed human resources.

While managerial definitions of HRM largely reflect strategic aspects of 
HRM, employees’ and their representatives’ views of HRM focus on employ-
ees as end-users. They view HRM and its functions as looking after their 
welfare, developing, empowering and supporting them achieve their goals:

HRM is about managers dealing with us professionally by building and maintain-
ing a good relationship, supporting us and meeting our needs, looking after us well 
and helping us reach our goals by developing us.

(NME49, Resort B)

HRM is about employees running their affairs.
(TEAM15)

Although managers and employees viewed HRM from different angles, 
as the interview responses indicate, they agreed on a similar set of compe-
tencies required to perform HRM roles such as networking, interpersonal 
relationships or team skills.

In summary, although all interviewees invariably acknowledged the 
importance of HRM in resorts, consistent with Janssens and Steayaert’s 
(2009) findings, the perceptions of HRM vary among stakeholders as 
their interests and roles within the organisations are different. The percep-
tions of HRM reflect and/or are shaped by the context (e.g. the unique 
context of resorts), as are the strategic challenges posed to the managers, 
such as the importance of human capital development in the provision of 
high-quality services due to skill shortages. With regard to the managerial 
view of HRM, although their views reflect SHRM, further analysis would 
determine whether it is a reflection of their aspirations rather than the 
reality.

The status and role of HR managers – strategic partners or 
administrative subordinates?
Chow (2004) argued that the development of HR in an industry can be 
inferred from such indicators as having a separate HR department to 
carry out HR functions, having specialised HR professionals employed, 
and the extent of using state-of-the-art HRM techniques. Although the 
number of HR experts and other staff working in HR vary from resort to 
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resort, all resorts in this study have separate HR departments. As Table 7.3 
shows, most resorts employed an HR professional to lead the department.

As Table 7.3 indicates, the number of employees in the HR department 
varies between one and four, including the HR director or manager. A wide 
range of titles are applied to HRM jobs. Most resorts have a senior manager 
in charge of the HR function. However, in some resorts HR functions are 
entrusted to other senior roles. In general, employees reach a senior level in 
HR through internal promotions within the department, resort or organ-
isation. It is also common for people from other professional backgrounds 
such as ticketing and reservations to be employed for senior HR roles. This 
appears to have assisted HR practitioners to develop competencies such as 
business acumen to be a more effective strategic partner, and has also pre-
pared HR to partner with line managers to implement HRM in resorts 
effectively (Antoine, 2015).

Having qualified HR professionals in resorts is an incentive for the 
senior managers to take HR on board and to involve them in decision-
making. With the exception of resort E, HR managers in all resorts are 
given a central role, and their views are considered in almost all decision-
making at the resort level. In resort E, only an administrative assistant of HR 
is based in the resort; hence HR does not have much say in decision-making. 
The parent company of resort E is managing HR using the ‘hub’ concept. 
HR functions are coordinated by a manager located in the Malé (Maldives 

Table 7.3 HR profile of resorts
Resorts

Characteristics A B C D E F G

The department in charge of HR 
functions

  HR department √ √ √ √ √ √ √
The person in charge of HR 

functions
  Human Resource Director √ √ √
  Human Resource Manager √ √
   Assistant Human Resource 

Manager
√

  Others √
No. of staff responsible for HR 

functions
6 5 10 2 2 4 3

No. of staff from professional HR 
background

4 3 1 1 0* 3 3

*HR functions are centralised at Malé office
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capital) office who is also responsible for looking after the HR functions of 
all the resorts that belong to the parent company operating in the Maldives, 
leaving a greater HR role for line managers in the resort. These findings 
show that, consistent with international hotel chains operating in other 
parts of the world, hotel chains in the Maldives have also started adopting 
the ‘hub’ concept in managing hotels (Davidson et al., 2011). Although HR 
managers both in local and international hotel chains are involved in strate-
gic decision-making, most HR decisions which involve finance in local 
resorts are made by the headquarters in Malé. Therefore, some of the HR 
roles in these resorts are administrative and operational in nature.

HRM roles to a certain degree are also shaped by the perceptions and 
expectations of various stakeholders. For example, the general expectation 
of the general manager of the HR department is to play a role in bridging 
the gap between employees and management, advising management on HR 
issues, and guiding, supporting and modelling employees. These roles reflect 
Ulrich’s (1997) typology of HRM roles, namely strategic, administrative, 
operational and employee advocacy roles. From HR managers’ point of 
view, senior managers not only influence HRM roles in resorts, their sup-
port is also critical for HR managers to perform HRM roles effectively:

. . . On a day-to-day basis, what’s crucial is how your general manager feels about 
HR, because if they are not supportive of and do not believe in HR, then you have to 
struggle. Here the GM is extremely supportive of HR, very host-orientated, which 
again makes life much easier.

(HRM12, Resort D)

Although general managers often associate HRM with Ulrich’s (1997) 
role categories, line managers and employees often perceive HR as a place 
to lodge complaints and prioritise its role in resolving employment issues. 
As a consequence of the latter, the operational role of the HR department 
increases, limiting HR managers’ opportunities to engage in strategic roles. 
There are also other contextual and institutional factors that drive HRM 
roles. Among them, the operational arrangements and the unique context of 
resorts is particularly noticeable:

We are responsible for hosts always as they stay here 24/7 resorts are island based. 
So the breadth of the role is bigger. We have a more welfare kind of a role.

(HRM45, Resort B)

The HR department’s welfare role is consistent with employees’ view of 
HRM. As the HR department has to play this welfare role due to the 
unique context of the resorts, in this context, some managers see the role of 
looking after employees in these resorts as ‘strategic’, as the delivery of a 
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high-quality service depends on employee satisfaction which in turn makes 
positive contributions to organisational effectiveness.

Besides the nature of HRM roles, the utilisation of a wide range of HR 
techniques is also an indicator of strategic HRM (Storey, 1992). Resorts 
implement a wide range of HRM practices. For example, Resort A imple-
ments (in its managers’ responses) 94 HR best practices which include some 
very sophisticated HRM practices such as two-way recruitment and 360 
degree employment selection processes whereby employees are chosen 
through an evaluation and judgement of a range of stakeholders with whom 
the employee has either already been engaged in a previous job or would 
potentially be engaged.

In summary, consistent with Altarawneh and Aldehayyat (2011) who 
studied SHRM practices in hotels in Jordan, and Alleyne et al.’s (2008) study 
of hotels in Barbados, HR functions in many resorts in the Maldives go 
beyond delivering services and maintaining records, and demonstrate strate-
gic elements to some extent by being members of the management team, 
contributing to strategic decision-making and having a more profound role 
in organisational decisions and overall effectiveness. HR managers are gen-
erally highly regarded (credible activists) and play a central role in the 
implementation of HRM practices. HR managers in high-end interna-
tional hotel chains tend to have a more proactive role and appear to imple-
ment SHRM practices more often than their competitors.

Devolving HR responsibilities to line managers – through 
change management
A high level of line manager involvement in HRM, or at least the devolu-
tion of HRM roles to line managers, is considered as SHRM in the hospi-
tality industry (Maxwell and Watson, 2006). Resorts in the Maldives are 
increasingly devolving HR responsibilities to line managers through change 
management programmes. However, HR managers find it challenging to 
empower line managers to play a crucial role in managing people. Inter-
views conducted with HR and line managers reveal that there are three 
reasons why line managers are reluctant to take up HR roles or in some 
cases are not able to perform HR functions when they are allocated them 
roles through these programmes. First, line managers lack people manage-
ment skills and leadership competencies. Second, they are overloaded with 
operational tasks. Third is the taken-for-granted view that HR is not part of 
their responsibility, and the way they practice HRM in resorts is the ‘right 
way of doing it’. An example is the recruitment practice in some resorts 
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whereby potential employees are selected as the position becomes vacant 
without any screening or due process. Although expatriate HR managers 
who often act as change agents in international hotel chains see recruiting 
employees this way as not best practice, local managers often view the prac-
tice as the right way of recruiting people. As the following respondent com-
ment shows:

Some managers queue up to recruit new employees. When employees come into 
the interview and assign them yes or no or give them the job isn’t the right way to 
go. We ask managers to give us a couple of days, we will give you 4 or 5 CVs, and 
then you pick up the best ones not the first one that turned up. But they see this 
process as slow.

(HRM39, Resort A)

As the above comment indicates, a high level of expectations and demands 
from employees and management on HR departments to do things ‘as 
usual’ limit their ability to improve the existing HR system or to introduce 
SHRM practices. The resistance shows how challenging it is to change 
practices that are deeply embedded in the organisational culture and which 
have been institutionalised for a long period. As HR managers play the 
change agent’s role, due to the pressure from line managers, HR managers 
sometimes give into line managers’ demands and deviate from the proposed 
HR systems. A case in point is the abandonment of an induction programme 
by the HR department in Resort B when line managers refused to involve 
their employees in welcoming and hosting new employees recruited for 
their departments because they viewed it as an HR responsibility.

As the preceding example shows, tensions often exist between HR and 
line managers as the former to a certain extent are forced to undertake 
some roles that are supposed to be performed by line managers. This 
increases the workload of HR managers, limiting their ability to engage in 
strategic planning. One reason for this tension is that HR and line manag-
ers’ roles are not very distinctive in the implementation of HRM practices 
during this change process (Gilbert et al., 2011). However, these tensions in 
resorts (such as resort A) are overcome by the presence of a strong corporate 
culture of sharing and collaboration. Sometimes, a strong consultative pro-
cess is initiated between the managers and employee committees with the 
aim of avoiding conflicts.

In summary, HR professionals in resorts play a leadership role in imple-
menting SHRM practices through change management processes. HR 
managers try to manage people through partnerships (Marchington and 
Wilkinson, 2012). However, despite the best efforts of HR managers, 



Asia Pacific HRM and Organisational Effectiveness162

during the HR devolution process, it is increasingly challenging for them to 
obtain adequate support from line managers in the implementation of 
desired SHRM practices due to reasons such as line managers’ lack of peo-
ple management skills and competencies, and adherence to the traditional 
expectations of HRM practices.

Achieving external and internal fit – sporadic or widely 
practised?
Few resorts have formally integrated HRM into their management phi-
losophies. However, the vision, mission and values statements of some 
resorts reflect the importance of their human resources. For example, the 
following core values from resort A are closely related to the employees:

We display fairness and integrity, and foster mutual trust and care in our dealings 
with our employees, our business partners and clients; we foster the development of 
all our employees …

(Company profile, Resort A)

Some government officials interviewed reported that resorts with written 
vision and mission statements are more likely to adopt more progressive 
HRM practices than others. Although there are no written business strate-
gies in some resorts, their activities are linked to achieve business objectives, 
such as reducing costs or improving the quality of service delivery. HR 
practices such as stringent qualifications, experience-based recruitment and 
selection, and an emphasis on training and development show the emphasis 
on quality enhancement in service delivery. Similarly flexible workplace 
practices are linked to offering flexible and personalised services to their 
guests. These resorts adopt a quality enhancement strategy focused on the 
improvement of guest services (Schuler and Jackson, 1987).

High-end international resorts adopt a systematic approach to integrate 
HRM strategies and practices into business and other functional strategies. 
For example, in Resort A, HRM practices are integrated with each other 
and with other business and functional strategies through a 360 degree per-
formance evaluation and feedback system. Similarly, in both Resorts A and 
G, succession planning is linked to their corporate social responsibility strat-
egies. The top management of these resorts regard the employment and 
empowerment of local employees as a corporate responsibility. Hence, they 
try to ensure that, at least, the second-in-charge of every department is a 
local. Using such strategies, these resorts differentiate themselves from their 
competitors (Cooper, 2005). Other resorts also attempt to adopt and imple-
ment these highly progressive SHRM practices, such as human capital 
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development programmes. However, these programmes are often not well-
sustained as managers in some of these resorts still view HR as a cost. With 
regard to the implementation of HRM practices, decoupling – the actual 
practice differs from the policy – is a norm in resorts. There are two expla-
nations for decoupling. First, despite the HR managers’ rhetoric that 
employees are the most important resources in resorts, in some resorts such 
as D, HRM is still seen as an expense or a cost. Second, resorts operate in a 
very unstable and uncertain environment that drives changes in HRM 
practices, reflecting external fit. Faced with this uncertainty, resort managers 
used decoupling as a coping strategy.

Resorts’ HRM practices are not only linked to Schuler and Jackson’s (1987) 
quality enhancement strategy, but also are affected by the cost minimisation 
strategy. The latter strategy is evident in all resorts in general, and highly visible 
in Resorts C, D and E. The cost minimisation strategy is having a significant 
impact on practices such as staffing as well as compensation and benefits:

I am looking after the accounts and I know how much profit the resort is making. In 
spite of the high profit the resort makes, our salaries remain the same.

(NME38, Resort A)

Employees report that they often become victims of a resort’s cost-
reduction efforts. Many employees are of the view that resorts are making 
super profits and that there is therefore no basis for not providing them with 
a reasonable salary and benefits.

In summary, resort managers largely try to achieve external and internal 
fit. HRM practices at many resorts are not only linked to organisational 
strategies, such as quality enhancement, differentiation and cost minimisa-
tion (Schuler and Jackson, 1987), but are also linked with each other and 
with other functional strategies. These strategic efforts are driven by market 
orientation and the nature of the industry.

DISCUSSION

This study reports the findings from a qualitative study focused on the shap-
ing of HRM practices from a sample of (mainly) resort managers and 
employees in seven tourist resorts in the Maldives. This study analysed the 
nature and roles of HRM as highlighted in contemporary SHRM literature. 
The study reveals that the interviewees’ perception of HRM in part reflects 
the different interests and positions of the respondents within the resort or 
industry. This is consistent with Janssens and Steayaert’s (2009) findings that 
the views on HRM could vary among stakeholders. Their perspectives also 
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reflect the unique settings of resorts, the service philosophy they adopt and 
the strategic challenges they face. However, further analysis into the themes 
presented in the findings shows that there is a mismatch between the mana-
gerial view of HRM and the actual HRM situation in resorts.

The analysis depicts a mixed picture with regard to the roles of the HR 
managers. Strategic, administrative, welfare and employee advocacy roles are 
part of the HR department’s remit in resorts (Boxall and Purcell, 2011; 
Ulrich, 1997, 1998). Various contextual factors are responsible for these 
roles. First, the self-contained setting of the resorts causes HR managers to 
play a more welfare-oriented role. Second, the perception of general man-
agers of HRM leads HR managers to play a more strategic HR role as they 
provide HR legitimacy, leadership and resources and link organisational 
strategies with HR strategies (Stanton et al., 2010). Case studies (A, C, D, F 
and G) confirmed top-management support, involvement and commitment 
to HRM. Third, the market-orientation and competitive conditions drive 
strategic HR roles, as the delivery of quality services is often regarded as the 
number one priority in luxury resorts, which can only be achieved through 
the effective management of their human resources (Taylor and Finley, 
2008). Fourth, the perception of HRM by line managers and employees 
leads HR managers to play administrative, consultative and employee advo-
cacy roles, often simultaneously. Although HR managers are highly regarded 
and better positioned in resorts to execute HR, the perception of senior and 
line managers and employees impacting on HR managers’ roles suggests 
that the HR department’s role is established in the context of the role pref-
erence of other actors (van Gestel and Nyberg, 2009). The administrative 
roles of HR departments that arise from other actors’ perceptions of HR 
hinder the implementation of SHRM. As particularly evident in Resorts A 
and C, only limited time is available for HR managers to engage in strategic 
issues. Therefore, these actors’ views and perceptions of HRM are critical in 
the effective implementation of SHRM in these kinds of organisations.

The study demonstrates that most of the seven resorts (A, B and C in 
particular) are in the process of devolving HR responsibilities to line man-
agers. In the process of shifting HR responsibilities to line managers, HR 
managers play a key role, not only by proposing the change, but also by 
leading the change (Peters and Heusinkveld, 2010). As line managers’ per-
formance of both management and leadership components of the HR 
function is substantially weak (Purcell and Kinnie, 2007), HR managers 
increasingly interact with line managers in the implementation of HRM 
practices, which characterises partnership in managing people in resorts 
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(Marchington and Wilkinson, 2012). Despite the best efforts of HR manag-
ers, line managers still play a limited role in the implementation of HRM 
practices. The tension created in the change process is often resolved through 
the corporate culture of sharing and collaboration, as in the case of Resort 
A. Hence, corporate culture plays an enabling role in managing change in 
resorts.

The analysis shows that resort managers try to achieve both internal and 
external fit in order to achieve competitive advantage. There are conscious 
efforts to integrate HRM practices with each other and with business strat-
egies such as quality and differentiation (Schuler and Jackson, 1987), as in 
Resorts A and E. All resorts, including those that serve the high-end market, 
are also cost conscious, leading to decoupling and sometimes failing to sus-
tain progressive HRM practices. A plausible explanation for this behaviour 
is that resorts are operating in a volatile, vulnerable and seasonal industry 
where future revenues are highly unpredictable and are continuously under 
the dual pressures of ensuring a return for owners and maintaining brand 
recognition (Davidson et al., 2011). In the case of international hotel chains, 
their profits may have to be split in many ways. Hence, resort managers need 
to adopt a strategic HRM approach that maximises employee motivation 
concurrently with reducing the cost of managing employees.

Besides HRM roles, the study also identifies context-specific HRM 
competencies needed for resort managers to effectively perform HRM 
roles that enhance organisational effectiveness. For example, in general, 
competencies such as leading, guiding and maintaining fairness and equality 
are needed to perform HRM roles in resorts. Competencies such as busi-
ness acumen, networking and team work, social skills, credibility, and build-
ing and maintaining relationships (business partners) are required to perform 
a change agent role, as evident in devolving HR roles to line managers and 
managing human resources through partnerships (Marchington and 
Wilkinson, 2012). Similarly, coping with uncertainty and analytical skills are 
required as resorts operate in a changing and unstable environment and/or 
in a highly volatile and unpredictable industry (Davidson et al., 2011).

Finally, the study suggests that resorts in the Maldives are increasingly 
adopting a strategic role. These findings are consistent with those of other 
studies conducted in Asian and/or small-island developing countries, such as 
in Australia and Singapore (Nankervis and Debrah, 1995), India (Ananthram 
and Nankervis, 2013), Jordan (Al-Taee and Alwaely, 2012), Tonga and Samoa 
(Naidu and Chand, 2014) and Barbados (Alleyne et al., 2008). Although 
there are no marked differences between SHRM roles and practices in resorts, 
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the findings show that those that serve high-end markets and are involved in 
highly personalised services, such as A and G, adopt more progressive HRM 
practices, reflecting spending on service quality and investments in HRM. 
Hence, the variation in SHRM roles and practices are attributed to market 
orientation and level of services rather than ownership type.

HRM and organisational effectiveness
The findings of this research need to be interpreted within the context of 
the organisations it examined. The study used resorts – strategic business 
units (sub-units) of their respective organisations – as the central unit of 
analysis, which is consistent with the claim that SHRM analysis is typically 
conducted at the business-unit level (Kramar, 2014). It analysed the nature 
and roles of HRM largely from an implementation perspective, which is as 
strategic as the design and development of HRM systems (Guest, 2011; 
Rupidara and McGraw, 2011). With regard to the context, the findings from 
Resort A highlighted that HR managers’ welfare role in resorts can be con-
sidered as strategic due to the self-contained settings of resorts. Managers 
need to take into consideration the unique context of resorts when manag-
ing employees. The findings have implications for the contextual paradigm 
of SHRM which suggests that, depending on the context within which 
organisations operate, HRM roles may differ. Hence, an administrative role 
in one context may be considered a strategic role in another (Brewster and 
Mayrhofer, 2012; Lengnick-Hall et al., 2009; Naidu and Chand, 2014).

The study highlighted the importance of a proactive role of HRM for 
resorts, and international hotel chains in particular, operating in complex 
and dynamic business environments in order to achieve competitive advan-
tage (Ananthram and Nankervis, 2013). It is critical for managers to under-
stand that the performance of hotels is determined by the quality of its 
workforce and that what differentiates great companies from their competi-
tors is their ability to manage human resources effectively (Cooper, 2005).

This study found that line managers’ performance is substantially weak 
in the implementation of HRM in resorts due to the lack of leadership and 
management competencies required to perform HRM roles. This implies 
that as human resources are managed through partnerships in resorts it is 
important that not only HR managers but also all HR partners (senior, HR 
and line managers) should have leadership, management and social skills 
(Gilbert et al., 2011; Purcell and Kinnie, 2007) to implement SHRM effec-
tively. While the objective of the HRM devolution programmes in resorts is 
to completely shift some of the HR responsibilities to line managers (the 
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current status), a moderate level of HR devolution to line management 
should be viewed positively as this would minimise the risk of ill-equipped 
managers taking charge of HR functions completely. The study also high-
lights that in the HRM devolution process, there is no clear distinction of 
HRM roles between HR and line managers, leading to potential tensions. 
In such situations, the high level of social capital of managers helps to resolve 
their differences and to enhance the effectiveness of HRM implementation, 
thus enhancing overall organisational effectiveness.

CONCLUSION

In summary, the study suggests that driven by service and competitive and 
market conditions, tourist resorts in the Maldives are increasingly adopting 
universalistic SHRM roles and practices. However, these roles and practices 
are modified or influenced by contextual factors, principally the self-contained 
setting of resorts. Besides adopting strategic roles and SHRM practices, the 
SHRM characteristics embraced by resorts include: having a highly regarded 
HR department, managing HR through partnerships, HR managers’ par-
ticipation in strategy formulation and implementation, having a strong cor-
porate culture to shape HRM practices, aligning HRM practices with each 
other and with organisational strategies and securing top-management sup-
port and involvement for HRM. The study also identified context-specific 
competencies needed to perform HRM effectively, and found that although 
HRM roles and practices are largely similar across resorts, international 
high-end resorts tend to adopt more strategic roles and SHRM practices 
than the rest.

The main contribution of the study is that it applied SHRM concepts 
from contemporary literature to explore SHRM roles in depth from a 
broader stakeholder perspective in an unstable environment and a context 
which thus far has been seldom explored. The empirical data generated by 
this research and the findings help to distinguish SHRM in luxury tourist 
resorts from other sectors within the hospitality industry, while previous 
studies have largely treated the industry as a generic unit (Knox, 2002).

However, the findings from this study have limitations. First, this research 
is a qualitative study based on interviews, field observations and other docu-
mentary sources. Data used in this study are clustered at the sub-unit level 
(resorts). The study is also limited to a single sector/industry. This presents 
limitations to generalising the findings. Future studies might focus on other 
sectors and compare it with this study. Second, this is a cross-sectional study. 
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A longitudinal study can be better-suited to capture the dynamics of micro-
politics of HR actors in the implementation of SHRM in resorts and how 
the HRM roles of these actors in resorts change over time. Third, as only 
comparative empirical research can help illuminate whether similar patterns 
exist in other countries (Björkman et al., 2007), future research could study 
SHRM roles and practices in other countries with different characteristics. 
Finally, extant SHRM research explicitly linked HRM practices to organ-
isational performance, particularly to financial and market outcomes that 
reflect shareholders’ interests, ignoring other stakeholders such as employee 
interests (Kramar, 2014). Therefore, future SHRM research needs to con-
sider the impact of SHRM practices on employees.
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CHAPTER 8

The quality of working Australia 
and its relevance for HRM and 
organisational effectiveness  
in the Asia Pacific
J. Connell, J. Burgess

INTRODUCTION

This chapter draws from a Quality of Work project in Australia that was 
conducted in 2013 (Burgess et al., 2013). The purpose of this chapter is to 
consider the job quality (JQ) framework that was developed for the project 
and assess the project findings within the context of strategic human 
resource management (HRM), particularly in terms of employee well-
being as an important component of organisational performance and effec-
tiveness. While there is existing literature addressing how strategic HRM 
approaches can potentially improve employee performance and well-being 
(Birdi et al., 2008; Clarke and Hill, 2012) there is a lack of Australian data 
that considers quality work and HRM across a number of sectors using a 
JQ framework. The project was focused at the firm-level and it aimed to:

Identify practical strategies to improve organisational effectiveness (OE) through 
closer links between JQ and other work-related factors.

The chapter begins by outlining key concepts related to understanding the 
quality of work, strategic HRM and employee well-being. A JQ framework 
is presented as a basis for analysis of the linkages between these concepts. 
The case studies and the research methods are then outlined. The following 
sections discuss the findings from the project and then compare and contrast 
the findings of the case-study organisations with the JQ framework. Next, 
the conclusions and implications for research and for HRM practice are 
presented before, finally, the application of JQ analysis to HRM and OE in 
Asia is considered.
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LITERATURE REVIEW
What is job quality and why does it matter?
The ‘quality of work’ is a nebulous concept which can be viewed from 
many perspectives and disciplines. However, following an extensive lit-
erature review, it was determined that JQ is associated with a focus on 
employee well-being as a critical contributor to organisational effective-
ness. This approach is consistent with that followed by other researchers 
who maintain that ‘the quality of work life or job quality is constituted 
by the set of work features which foster the well-being of the worker’ 
(Green, 2006: 9).

The rationale for this perspective is that it is through work that the mate-
rial and psychological benefits and costs of employment are allocated. Green 
(2006) applied Amartya Sen’s ‘capability’ approach to the assessment of job 
quality. Sen developed a notion of well-being based upon ‘… a general 
approach that concentrates on the capabilities of people to do things – and 
the freedom to lead lives – that they have reason to value’ (Sen, 1999: 85). The 
focus on capabilities and freedoms partly circumvents problems of differences 
in preferences, value judgments and interpersonal comparisons that beset 
attempts to measure well-being for different people. More recently, this has 
been explained as a demand for a ‘holistic’ management style, in Indian and 
Chinese workplaces in particular, ‘which allows strategies, processes and 
techniques that energize people and aligns resources to emerging opportuni-
ties and challenges. The holistic imagination offers the possibility for the first 
time for corporate leaders to enhance the performance of their human and 
other resources, but through extensive employee participation’ (Nankervis, 
Cooke, Chatterjee and Warner, 2013: 20).

Work quality relates to the extent to which a job offers workers a high 
capability to achieve the things they value. This may include the ability to 
exercise influence over their work, to pursue their personal and work-
related goals, and variations between workers as to the needs they choose to 
prioritise (Eurofound, 2012: 10). When reviewing JQ in Europe, Holman 
(2012: 476) similarly defined JQ as the extent to which a job fosters benefi-
cial outcomes for the employee, noting in particular the importance of 
psychological well-being, physical well-being and positive attitudes such as 
job satisfaction. In Asian workplaces, spiritual and identity characteristics 
may also be of significance (Chatterjee, 2009a, 2009b; Nankervis et al., 
2013). The Eurofound (2012: 10) project builds on these ideas to develop a 
potential framework for isolating a limited number of key job characteris-
tics that are linked to well-being in the world of work.
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JQ is important at a number of levels. First, it impacts on worker 
well-being and the well-being of their family member, for example 
through the quality of workers’ relationships and the health and well-
being of their children and others within their relationships and house-
holds (see, for example, Bardoel et al., 2008).These aspects, including the 
perceived social responsibility of employers to extended families and 
local communities, are often crucial in many Asian workplaces. Such 
consequences have been observed in Australia (Knox et al., 2011; Pocock 
et al., 2008). A 2002 OECD report which focused on work–family rec-
onciliation in Australia, Denmark and the Netherlands is cited by Pocock 
et al. (2008), who noted that a good work–family balance is conducive 
to, among other things, resilience in the face of the stresses of modern 
life, better child development outcomes and notably significant savings 
in health costs (2008: 6). Contributions in the psychological literature 
from the likes of Bandura (1982), Jahoda (1982) and Warr (1987) have 
proposed that one’s work is an important source of the factors that pro-
mote psychological well-being, such as a sense of purpose, connected-
ness, self-identity, self-esteem and self-efficacy, and these factors also 
appear in research conducted within Asian organisations (see, for exam-
ple, Chatterjee 2001; Chatterjee and Pearson, 2006; Chatterjee, 2009b). 
Self-determination theory offers a further approach that considers the 
psychological needs that promote an individual’s inherent personal 
growth tendencies and motivation. Specifically, three basic needs relating 
to competence, relatedness and autonomy have been identified that 
underlie positive personal and social development and, in turn, personal 
well-being (Ryan and Deci, 2000: 68).

Within the organisational context, JQ impacts upon worker perfor-
mance and, in turn, organisational performance and effectiveness. There is 
evidence that the job quality/well-being relationships outlined here may 
act as significant mediators in the job quality/productivity nexus. In their 
study of HR practices, operational practices and the impacts on produc-
tivity, Birdi et al. (2008) investigated the practices of 308 organisations 
over more than twenty years. They identified that the practice most likely 
to affect organisational productivity was employee empowerment, indi-
cating that, not only does empowerment promote an improved quality of 
work life, but it also has economic value. In developing a JQ framework it 
is important to indicate not only why and how JQ is important for 
employee well-being but also how JQ may be linked to employee and 
organisational performance and effectiveness. This provides a context for 
developing a JQ agenda as part of an organisation’s strategic HRM 
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programme which encompasses both employee and organisational effec-
tiveness objectives.

Job quality and strategic HRM
Beer et al. (2015: 427) pointed out that human resource management as a 
discipline is now more than 30 years old. The emergence of strategic human 
resource management (SHRM) in the latter decades of the twentieth cen-
tury (Wright and MacMahan, 1992) focused on empirically testing the link 
between HRM and long-term organisational effectiveness. However, eco-
nomic measures of firm performance largely neglected employee well-
being and societal well-being (with some exceptions such as Pfeffer, 1994, 
1998). Moreover, Beer et al. (2015) argued against the view that the only 
purpose of the firm is to maximise shareholder value, claiming that HRM 
needs to have a broader focus if it is to ‘catch up with leading-edge CEOs 
and their companies, who are redefining the purpose of the firm and con-
sequently their HRM practice in a way first articulated 30 years ago by Beer 
et al. (1984)’ (p. 427).

One ‘leading edge CEO’ who transformed his business is Vineet Nayar, 
CEO of HCL Technologies and author of Employees First, Customers Second 
(2010a). His transformational change strategy led him to invert the tradi-
tional organisational pyramid, making support functions and executives 
accountable to frontline workers rather than the other way around. He also 
recast the CEO’s role, transferring the ownership of change from the CEO’s 
office to employees. As a result Nayar stated that when the global downturn 
began, ‘Rather than engage in layoffs or restructuring, I asked employees for 
ways to help us get through the bad times. They offered many suggestions. 
Some of them related to cost-cutting, but most of them focused on how to 
increase revenues’ (2010b: 113). Thus, when other IT businesses that did not 
take an employee-inclusive approach collapsed, HCL grew its business by 
20 per cent during the worst year of the global recession. Other Asian com-
panies such as the Tata Group, Reliance and Infosys in India, and Alibaba, 
Lenovo and Huawei in China, have adopted similar participative employee 
strategies reflecting their cultural traditions, resulting in similarly positive 
outcomes.

Beer et al.’s (1984) Harvard model acknowledges a range of organisa-
tional stakeholders, not just shareholders but also employees, trade unions, 
management, community and government. Many other HRM models 
followed, such as the Michigan model of HRM (1984) which focuses on 
the role of personnel departments and processes, using a short-term focus 
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and cost minimisation as the key evaluation criteria (see Guest, 1987). 
Guest’s ‘human resource systems’ (1987) builds on the Harvard model 
with an additional three categories: policy formulation and the manage-
ment of change, employee appraisal, training and development and com-
munication systems (Cakar et al., 2003). The Warwick model of HRM 
(1992) also built on the Harvard model but has a stronger focus on 
strategy.

In this chapter, we apply the Harvard framework as it can be more 
closely associated with the quality of work. Beer et al. (2015) claimed that 
it applies a social systems perspective acknowledging the influence and rel-
evance of multiple stakeholders (internal and external), their social interac-
tions and their influence on HRM policy choices (p. 427).

Consequently, there is support for the notion that SHRM, and more 
specifically HR managers, have a key role to play in supporting employee 
well-being (Brown et al., 2009) and in the design of quality jobs. One of 
the core principles of SHRM is that organisational performance is heavily 
influenced by the way in which employees are managed. Thus failure to 
pay attention to well-being in the workplace can have a negative effect on 
the sustainability of organisational performance at a number of levels 
(Hope-Hailey et al., 2005). From an HRM perspective, well-being has also 
been associated with a combination of structural factors such as work 
organisation and job design, and social and environmental factors (such as 
supervisor/peer support and work relationships). While not unequivocal, 
the majority of studies have reported a positive relationship between HRM 
practices and overall corporate performance (Richard and Johnson, 2001; 
Jensen, 2005).

There is evidence of the need to develop innovative and flexible HRM 
practices that are designed to increase levels of employee engagement, 
reduce turnover and maximise skill utilisation when endeavouring to meet 
both organisational and employee workplace needs (Clarke and Hill, 2012; 
Dorio et al., 2008). Specifically, extensive recruitment, selection and training 
procedures; formal information sharing, attitude assessment, job design, 
grievance procedures and labour-management participation programmes; 
and performance appraisal, promotion and incentive compensation systems 
that recognise and reward employee merit have all been widely linked with 
organisational effectiveness (Huselid, 2005).

In recent years many studies have focused on the relationship between 
HRM practices and organisational performance and effectiveness, with  
a view to identifying practices that will ensure excellence and high  
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performance at the strategic business level (Guest et al., 2003, 2004). Strate-
gic HRM practices have been associated with improvements in key indica-
tors such as employee turnover, job satisfaction, productivity and financial 
performance (Richard and Johnson, 2001).

Recent literature (Boxall, 2012) has focused on high performance work 
systems (HPWS) constituting a bundle of HRM practices intended to 
enhance firm performance by improving employee attitudes and behav-
iours. HPWS have been associated with positive employee and workplace 
outcomes including diversity, family-friendly workplaces and job security, 
among other factors (Gooderham et al., 2008; Richard and Johnson, 2001). 
Overall, there appears to be some agreement that these practices include 
attention to selection, training, mentoring, incentives and knowledge-sharing 
mechanisms.

The SHRM literature suggests that employee well-being counts not 
only for the individual employee but also fits into an integrated programme 
that links employee well-being to organisational effectiveness. As such, it is 
important to understand JQ and its determinants and evaluate how a JQ 
programme can be developed within the organisation.

DEVELOPING A JQ FRAMEWORK IN AUSTRALIA

The growing focus on work quality as a policy issue in Europe has seen the 
emergence of an extensive suite of measures and indicators of JQ being 
systematically applied across Europe on a regular basis (Burgess et al., 2013). 
The methodology around JQ involves the identification of those factors 
that contribute to JQ, the assignment of indicators to the identified attri-
butes and the grouping of the attributes into broad groupings of strategic 
factors supporting JQ. The purpose behind the evaluation of JQ is to 
develop a holistic interpretation of JQ (Connell and Burgess, 2014) that 
incorporates many different aspects of well-being from pay through to 
safety and job satisfaction.

The European Working Conditions Survey (EWCS) and the European 
Job Quality Index are two of the main instruments used to assess job qual-
ity in EU organisations. The EWCS is conducted every five years, covering 
34 countries and 40,000 participants. The regular JQ assessments provide 
a systematic data set that reports on the progress of JQ within the EU as a 
whole as well as differences by country, sector, employee and organisa-
tional profiles. The systematic data set provides a link to HRM policy 
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development concerning important issues such as training, occupational 
health and safety, equal employment opportunity (EEO), minimum pay 
and the employment contract.

This extensive database is used to explore the quality of work and 
employment, its impact on health and well-being at work, work organisa-
tion, the provision of sustainable work for an aging population, working 
conditions profiles for different sectors, employability and security, working 
hours and work–life balance, and gender differences (Eurofound, 2012). 
The EWCS forms part of the European Observatory on Working Condi-
tions (EOWC) which aims to provide regular updates and information on 
the quality of work and working conditions in European member states 
(Burgess et al., 2013).

The Australian study conducted in 2013 (Burgess et al., 2013) utilised 
the EU JQ framework to the extent that key groupings or attributes of JQ 
were identified. It was an exploratory study and the analysis was limited to 
a small number of organisations and a limited number of participants. The 
purpose was to identify the extent to which employees saw JQ attributes  
as linked to their well-being.

Following an extensive review of the job quality/quality work literature, 
a quality of work framework was constructed for the study reported here 
based on the Eurofound 2012 surveys (p. 20). The generic dimensions of the 
JQ framework that were considered as being relevant to Australia were as 
follows:
 •  Dimension 1 – Job prospects: job security, recognition (being given credit 

for effective work, etc.) and career progression (potential for 
advancement).

 •  Dimension 2 – Extrinsic job quality: comprised earnings (satisfaction with 
earnings), a good physical environment: safety aspects, a pleasant work 
environment, level of physical and posture-related hazards.

 •  Dimension 3 – Intrinsic job quality: work itself, meaningfulness of work, 
interesting work, skills and discretion, skills and autonomy (ability to 
influence decisions, use full range of skills, apply own ideas), training 
access (skill development and training can influence job prospects), work 
intensity, pace of work and work pressures, emotional/value conflict 
demands, dealing with angry clients/job requires ‘emotional labour’, 
good social environment, relations at work, direct supervision (manager 
helps and supports you), level of consultation, organisational support 
(positive work environment).
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 •  Dimension 4: Working time quality/work–life balance/fit: impact of work on 
home/family life; duration/work scheduling discretion/flexibility, work-
ing hours, shift patterns, flexible work arrangements, impact of technology 
on working time arrangements (blurring of work/life boundaries).

METHODOLOGY
Case-study protocol
For the purpose of the case studies, the protocol adopted was exploratory 
with the aim of covering organisations that differed in size, sector, owner-
ship and location. In total, nine organisations were analysed for the case 
studies. The selection of the case studies involved purposeful and conve-
nience criteria. The purposeful criteria were to ensure that the cases 
included large and small businesses, were distributed across sectors and in 
particular included sectors that have large numbers of employees. The pur-
poseful criteria were determined by time and resources (see Table 8.1 below 
for the case-study details). The purpose of the case studies was to examine 
whether the JQ typology had relevance and application across the range of 
different organisations that participated in the study.

The case studies
The case-study stage of the research project concerned the examination 
of a number of workplaces in order to identify the JQ issues that were 
relevant at each and to consider how specific JQ issues were being 
addressed. Although case-study research can be illustrative and purpose-
ful it is not necessarily representative. However, it can assist in identify-
ing issues and challenges that are likely to apply across workplaces in 
Australia. Case-study research has a number of advantages that include 
the reduced time and costs associated with research, the ability to target 
cases towards either representative or extreme example cases, the mul-
tiple levels of data collection that can be employed and the depth of 
analysis it supports (Eisenhardt, 1989; Yin, 2009).

In this instance, the case studies were used to inform and develop prac-
tice and policy recommendations. The principles driving case-study selec-
tion concerned the diversity of the organisations across a range of 
characteristics.

Table 8.1 outlines the case studies, locations, sector, industry and total 
number of employees, indicating diversity by location, size, sector and 
industry.
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Case-study analysis
The information collected from each case study was assimilated and 
analysed. Organisational documents were reviewed, and interviews and 
focus groups were conducted to identify relevant key themes and issues. 
In total, 42 interviews and nine focus groups were conducted across the 
case studies. As can be determined, most of the participants were male, 
between the ages of 25 and 44 years and in possession of formal qualifi-
cations (vocational qualifications or a degree). Participant positions were 
divided between 48 per cent managers and supervisors, and 52 per cent 
non-managers. Non-managers included professional services, adminis-
trators, trades workers, labourers and other similar positions. The major-
ity of participants were full-time permanent staff (90 per cent) and (51 
per cent) had worked with the case-study organisation for more than 
five years. Around one-third of participants worked between 40 and 50 
hours per week, 33 per cent said that they usually work weekends and 
the same proportion indicated that they did some work from home. (See 
Table 8.2 for details.)

Although the case studies were not representative of Australian organisa-
tions nor the workforce (across age, gender, occupation, industry, working 

Table 8.1 Participating case study organisations
Case study 
identifier Workplace location Sector Industry

No. of 
employees

ResourceCo Western Australia Private Resources 12,000
MiningCo Western Australia Private Mining 1,108
ConstructionSvsCo Western Australia Private Construction 

services
35

ManufactureCo Western Australia Private Manufacturing 100
LocGov Sydney, New 

South Wales
Public Local govern-

ment
1,000

TAFE Melbourne, 
Victoria

Public Vocational 
education 
and training

2,000

AgedCareCo Melbourne, 
Victoria

Private Health – aged 
care

100

EnergyCo Gladstone, 
Queensland

Private Energy 270

ConsultCo Perth, Western 
Australia and 
Sydney, NSW

Private Professional 
services/
consulting

500
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hours, tenure), the purpose of the study was to scope the relevance of the 
JQ framework to employee well-being as an important component of over-
all organisational effectiveness.

RESEARCH FINDINGS

The broad findings from across the case studies are as follows. Firstly, the JQ 
framework developed for the study was found to resonate with all partici-
pants involved in this study (both managers and non-managers) in identify-
ing factors that influenced their quality of work and motivation, suggesting 
that it is a useful framework and process for identifying job quality issues 
within specific workplaces.

Secondly, the case-study findings showed that employees who partici-
pated in the case studies were satisfied with the attributes of JQ as identified 
within the JQ framework. During many of the case-study interviews and 
focus groups, participants expressed the passion they had for their work and 
their strong commitment to their organisation and clients. This was espe-
cially the case for the Aged Care, TAFE, Local Government and Consulting 

Table 8.2 Quality work case-study participant demographics (n = 69)
Gender N and (%) Tenure (organisation) N and (%)

Male
Female

40 (58%)
29 (42%)

1–5 years
≥5 years

34 (49%)
35 (51%)

Age (years) Highest education level
≤24
25-44
45-54
≥55

2 (1%)
28 (42%)
20 (29%)
19 (28%)

Not completed year 12
Completed year 12
Skilled vocational
Qualifications diploma/degree/

postgraduate

10 (15%)
13 (19%)
5 (7%)

41 (59%)

Occupation 
level

Hours worked per week

Manager/
supervisor

Non-manager

33 (48%)

36 (52%)

20–35 hours
35–40 hours
40–50 hours
≥55 hours

9 (13%)
24 (33%)
23 (32%)
13 (22%)

Employment 
status

Work weekends/from home

Full time 
Permanent

Part time
Casual/other

62 (90%)

4 (6%)
3 (4%)

Weekends Yes
Weekends No
Work from Home Yes
Work from Home No

23 (33%)
46 (69%)
23 (33%)
46 (69%)
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case studies. Notwithstanding the biases and preliminary nature of the 
research, it was able to identify what the participants involved in this study 
saw as being important in their work satisfaction.

Apart from positive findings, the analysis indicated that JQ is important in 
developing commitment and reducing employee turnover, factors which are 
both closely associated with organisational performance and effectiveness. 
That is, there are important aspects of JQ that require ongoing monitoring 
and development. For example, HR managers can help to improve employee 
commitment and retention rates, thus increasing productivity and reducing 
costs. In several organisations participants indicated that their pay was below 
what they could earn elsewhere in the industry/region, but that their current 
quality of work was a key factor in retaining them – this was evident for Ener-
gyCo, LocGov, TAFE, ResourceCo and ConsultCo. This is important in those 
sectors where pay is constrained by public sector wage caps or in underpaid 
care work. Here, important issues for employees included the work rosters, 
the quality of management and their levels of job satisfaction, lifestyle and 
social relations at work. There were differences across workplaces, industries 
and occupations as JQ issues and challenges are contextually dependent.

Another important contextual factor is the state of the business cycle: a 
period of strong economic growth is usually associated with improving JQ 
as job security increases and organisations attempt to retain staff. Changing 
external market conditions and changes to public sector funding had an 
impact at ResourceCo, EnergyCo, TAFE and LocGov, making employees 
feel that job insecurity was increasing. Another mechanism where these 
external conditions manifest themselves was through increasing job inten-
sity and extended working hours. Two senior managers at MiningCo stated 
that their responses to the case-study questions would probably change 
according to the business lifecycle and/or their particular career stage. At 
the time of the research, the business was healthy and they had a great order 
book which influenced its employees’ perceptions of job security. There 
were also differences that were generated by local labour conditions, the age 
of employees and the region in which the workplace is located. What this 
suggests is that even where business cycle conditions are deteriorating, HR 
can address JQ through measures associated with the development of intrin-
sic JQ through particular programmes and initiatives as outlined in the next 
section with regard to ConsultCo and other organisations.

In all cases, there were generally high levels of job satisfaction, trust in 
management, a commitment to the organisation and a good working envi-
ronment. Once again, this is clearly not the case across all organisations.
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Career development, or a lack of an evident career path, was evident at 
TAFE and AgedCareCo as factors undermining JQ. At MiningCo a key 
challenge was developing the skills of line managers to carry through pro-
grammes aimed at increasing employee commitment, job autonomy and 
employee skill development. Work–life balance and working hours (sched-
ules and shift patterns) emerged as issues in several case studies (LocGov, 
ConstructionSvsCo, TAFE and ManufactureCo). In some of the cases, 
workplace health and safety concerns (WH&S) were ongoing issues that 
were linked to the sector – mining, aged care, construction – but appeared 
to be generally taken seriously by HR managers in terms of the develop-
ment of comprehensive organisational programmes. The main job quality 
issues identified in the specific case studies are summarised in Table 8.2. As 
discussed earlier, this study set out to (1) identify strategies to improve job 
quality and (2) examine associations between job quality and other work-
related factors. The key factors related to both are outlined in Table 8.3 and 
indicate that the JQ issues are sector, industry and organisationally 
dependent.

Each dimension and factor of the JQ framework was considered impor-
tant by some participants, although the intrinsic JQ dimensions were con-
sistently ranked as being more important overall. Intrinsic JQ conditions 
can be developed through effectively designed and implemented HRM 
programmes. There is a key contribution that HRM can play in employee 
well-being and organisational effectiveness. Here, there appears to be some 
resonance with Herzberg’s two-factor motivational theory (Herzberg, 
1967), whereby hygiene factors such as job security, earnings and work 
conditions do not give positive satisfaction, but dissatisfaction results from 
their absence. Conversely, the ‘motivators’ (the intrinsic work factors) were 
considered to motivate our case-study participants and lead to greater 
organisational effectiveness. Specifically, a good work environment and rea-
sonable earnings were expected by our sample group. It was the other fac-
tors such as job prospects, recognition, and the meaningfulness of their 
work, the quality of supervision and the ability to balance their work and 
life at different stages of their lifecycles that were considered important. 
These are conditions that can be developed within the organisation and are 
not dependent on external environmental factors.

Some of the case-study organisations in the resources sector utilise 
mobile workforces, specifically fly-in-fly-out workers (FIFO) who reside in 
capital cities and fly to work sites for extended employment shifts (Rainnie 
et al., 2014). MiningCo and ResourceCo had endeavoured to improve their 
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Table 8.3 The main job quality topics identified from the case studies
Case study Job quality challenges

MiningCo OH&S; the quality of workplace supervision and its impact 
on consultation, communication and workforce autonomy. 
MiningCo has been awarded due to specialist recruitment/
training developed specifically for the hiring of Indigenous 
employees, widespread health programme aimed at 
preventative care and Family Support programme in place 
for carers.

ResourceCo Leadership and communication was the single most important 
factor influencing the quality of work and biggest lever for 
employee engagement. Direct employee engagement 
advocated and practised – shift coordinators enable 
supervisors to spend time out in the field with the staff on 
site rather than sitting behind a desk. The ability for 
employees to develop, change jobs/sites considered key for 
employee retention.

EnergyCo The ageing workforce will impact over next five years. 
Approach to attracting, recruiting, retaining apprentices/
trainees and engineering graduates a stand-out activity, 
also the nine-day fortnight due to work–life balance. All 
participants said earnings were adequate, but when 
compared to those offered in competing industries they 
were not as high. Satisfaction expressed with other 
conditions, leadership and workplace culture.

AgedCareCo Most participants felt that their salary/benefits were inad-
equate for the work undertaken. Almost all considered their 
work meaningful/interesting, their skills crucial, and that 
they have adequate job autonomy. Main concern is the 
‘intensity of the work’ and projected future workload 
consequent on the transition towards more high care places.

TAFE Challenges are linked to structural and funding changes in 
the sector impacting on job security and career opportu-
nities. Another challenge is increased work intensity and 
growing administrative burdens. Earnings regarded as low 
compared to comparable jobs elsewhere but recognition 
of high job satisfaction, good social environment and 
opportunities for skill development and job autonomy.

LocGov Challenges concerned scheduling of work/shift patterns, and 
resolving different demands (from the organisation and 
clients). Perceived lack of job security was also an issue. 
Some respondents also mentioned the lack of work 
flexibility and work–life balance, the pace of work/work 
pressures, lack of autonomy and opportunities to use their 
skills as other challenges.

Continued
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Case study Job quality challenges

Construction
SvsCo

‘Shop floor’ employees identified earnings and recognition as 
key issues. Managers recognised the importance of 
leadership and communication and that the latter required 
greater attention in their workplace. Work–life balance 
also recognised as important concerning the manner in 
which the company allows individuals to balance work 
with family commitments.

ConsultCo Low pay, relative to elsewhere, was offset by high job 
satisfaction through challenging work, high levels of 
autonomy, career advancement, teamwork and being 
associated with a prestigious organisation. These JQ 
aspects provided employees with high levels of intrinsic 
job quality which contributed to the encouragement of 
innovation and productivity.

ManufactureCo Job prospects, the work itself, meaningfulness of work, 
organisational support, skills/autonomy and good relations 
with colleagues were key issues identified as being 
important to retention and employee commitment. Some 
employees regarded work–life balance as an important 
factor.

Table 8.3 The main job quality topics identified from the case studies—cont’d

remote worksites as well as working towards improving worker health and 
well-being. There were issues related to job security in some cases, but they 
were also linked to changes and challenges facing the sector. There were also 
differences indicated by age group and occupation. No one factor stood out 
as being a challenge related to all cases, but issues identified in the literature 
such as work–life balance, working time (especially rosters), job security and 
career path development were prominent in many of the case studies. Skill 
use and training and development were also identified as important aspects 
of career development and contributed to participants’ perceptions of job 
prospects. In some case-study organisations, there was a need for clearer suc-
cession planning and identification of talent pipelines.

In comparison with earlier surveys of job quality in Australia, the findings 
presented here have some resonance. The majority of case-study participants 
enjoyed their job and were committed to their work and their organisation, 
a finding from an earlier survey on job quality (Considine and Callus, 2001). 
There are apparently bundles or attributes of jobs linked to JQ that are 
important in attracting and retaining employees, and facilitating commit-
ment. While JQ is important, it is also apparent that the quality of 
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management is an important factor that influences all of its dimensions, espe-
cially intrinsic JQ. Moreover, intrinsic job features are an important factor in 
terms of organisational effectiveness. However, context does matter in terms 
of location, interactions with clients, the industry, the business cycle and the 
age of the employee (Considine and Callus, 2001; Morehead et al., 1997).

DISCUSSION
Job quality and strategic HRM
Due to the perceived centrality of intrinsic JQ conditions the quality of 
leadership and management is implicated as being a critical factor influenc-
ing JQ. However, there is a lack of current literature linking the two factors. 
Instead, extant research tends to focus on aspects such as leadership and 
employee commitment (Wallace et al., 2013), job satisfaction (Voon et al., 
2011) and employee performance (Carter et al., 2013). The case-study find-
ings revealed in particular that ‘direct supervision’ is important due to the 
supervisor’s influence on employees’ daily work. Several senior managers in 
our sample group also discussed the importance of employees being able to 
communicate directly with their supervisors as being an important element 
of JQ and an important contributor to organisational performance and 
effectiveness. Leadership and management are pivotal since they also impact 
upon other factors identified in shaping JQ. Studies conducted in China 
and India have reported similar findings (Chatterjee, 2001, 2009a, 2009b).

An association with JQ and employee well-being (Holman, 2012) was 
also supported, indicating that HR managers would be well-advised to 
work with leaders and managers to ensure that they seek to discuss employ-
ees’ expectations and aim to provide appropriate career paths according to 
lifecycles and other circumstances, and to assess job design and workplace 
systems in order to identify areas where flexibility may be offered.

Nurturing ownership and autonomy within work teams also stood out 
from the case-study analysis as an important strategy for the promotion of 
job quality. An example was the ‘Just Do It’ programme (see LocGov case 
study) which encourages employees to implement small changes without 
having to seek approval from higher up the organisation. This programme 
was cited as a highly positive initiative that empowers employees and makes 
them proud of the organisation – resonating with the research conducted 
by Ryan and Deci (2000) relating positive personal and social development 
to well-being. This finding also reflects the results obtained from studies 
conducted in several Asian countries (Chatterjee and Pearson, 2006).
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These findings also resonate with the Australian Institute of Manage-
ment (AIM) surveys of Australian business leaders and managers conducted 
for the past three years (2010–12). The (AIM, 2012) survey comprised 1,700 
respondents. In common with the previous surveys, many AIM respondents 
reported that their greatest skills gap was in ‘middle management’ (40 per 
cent) with the main problem area being ‘leadership’ (45 per cent). Some 
organisations managed to avoid these gaps, attributing this to their ‘strong 
commitment to training and development’ (69 per cent), ‘promoting inter-
nal job candidates’ (58 per cent) and ‘using internal resources to boost train-
ing’ (52 per cent) indicating a commitment to talent management. Others 
reported that they do not have succession planning in place (43 per cent), 
had poorly defined job roles and unclear employee expectations (32 per 
cent) and only 14 per cent were retaining older workers indicating an 
urgent need for talent management strategies.

The case-study findings and analysis highlight a number of benefits in 
relation to both employees and organisations of ensuring that various job 
quality factors, especially intrinsic JQ, are being recognised and addressed. 
These benefits include:
 •  attracting and retaining employees (see Clarke et al., 2012);
 •  capitalising on employees’ skills and abilities (Sen, 1999; Guest; 2002, 

Guest et al., 2006);
 •  improving employee engagement/passion for the job (Birdi et al., 2008);
 •  creating a pleasant/supportive work environment conducive to employee 

well-being (Holman, 2012).
Many of the case-study participants were acutely aware of the work 

quality and commitment nexus. Some employers/managers were con-
sciously utilising aspects of job quality as a way of motivating workers and 
striving to match the requirements of jobs to worker preferences, a process 
that often commences with attraction, recruitment and corporate 
branding.

To operationalise aspects of the JQ framework it is proposed that a num-
ber of factors need to be considered at the organisational level to improve 
JQ. HR, leaders and managers would be advised to consider the provision 
of appropriate career paths and training and development according to life-
cycles and discuss employer/employee expectations, promote a supportive 
workplace culture; encourage open communication/contribution of ideas, 
check job design/workplace systems to identify areas where flexibility may 
be offered, and nurture ownership and autonomy in the workplace. Some 
of these factors would also seem appropriate in Asian organisations.  
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As identified by Birdi et al. (2008), Boxall (2012) and Connell and Burgess 
(2014), there are bundles or attributes of jobs (such as those discussed here) 
that are associated with job quality and are important in attracting and 
retaining employees and facilitating commitment.

Perhaps the HR ‘theory’ that is closest to the job quality framework 
presented here is that created by Guest (1987) who proposed four human 
resource goals (discussed earlier) that ‘provide a framework for identifying 
areas of human resource policy’ that was intended to influence employee/
organisational outcomes. However, 24 years after his 1987 article, Guest 
(2011) stated that ‘after over two decades of extensive research, we are still 
unable to answer core questions about the relationship between human 
resource management and performance’ (p. 3). Guest (2011) maintained 
that part of the problem is that most of the research on HRM and perfor-
mance makes it difficult to be confident about cause and effect, suggesting 
that more longitudinal studies are recommended. Perhaps one recommen-
dation for future research could therefore include a longitudinal study using 
the JQ framework in order to assist in the search to close the knowledge gap 
between HRM and performance.

CONCLUSION

In the Asian context, the challenges of linking HRM practices associated 
with JQ to organisational effectiveness are likely to be similar to those faced 
in Australia. These include: population ageing and changing demographics, 
the global financial crisis and organisational adjustment, skill development 
and skill shortages, employee attraction and retention, leadership develop-
ment and talent management, and the need for more effective utilisation of 
groups that are under-represented in the workforce such as the young, age-
ing workers and women (ILO, 1997; Asian Development Bank, 2002; Chan 
and Burgess, 2011; McDonnell et al., 2012; Burgess and Connell, 2013).

However, there is much diversity among the various countries that con-
stitute Asia. Notably, South Korea, Hong Kong and Singapore have the 
highest incomes and growth rates. Despite the plethora of studies on the 
determinants of Asian growth, there has been little work conducted to date 
to consider how this growth has affected the quality of work in the region 
(Seguino, 2010). Seguino (2010) commented that, while the rapid growth 
in some Asian economies has raised absolute levels of living standards, mea-
sured by a wide array of indicators (such as women’s access to jobs, educa-
tion and workforce share), poverty and inequality persist.
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Thus, improving the quality of jobs remains a challenge in developing 
Asia as approximately half of all employment is either of a vulnerable nature 
or takes place on an informal basis (Sziraczki et al., 2011). Globalisation can 
contribute to employment growth but open markets alone are unlikely to 
create enough good quality jobs. For example, many new jobs in the service 
sector are low skilled and offer low pay, while sometimes technology replaces 
workers. Moreover, the service sector has been a significant engine of 
growth that needs different skills and talents than those required in the tra-
ditional primary and secondary sectors. Hence, there is a need to consider 
changes in human resource development strategies as well as education and 
training systems across countries and regions. These need to take into 
account the realities of the different stages of economic and social develop-
ment of various countries, demographic issues and the industrial direction 
taken by each country (Chatterjee et al., 2013).

So what do these factors mean for the quality of work and strategic 
HRM in Asia? Changing global demographics have led to what is often 
referred to as a ‘demographic dividend’ where there are considerably 
younger populations and workforces in some countries (such as India and 
Indonesia) compared with countries such as China, the US and Australia. 
However, such dividends exist alongside skill shortages and skills gaps 
amounting to large unemployed populations (Baum and Kabst, 2013). Skill 
imbalances lead to sub-optimal production and, depending on the technol-
ogy, may substantially inhibit production. Such shortages may also make a 
country less competitive in a fast-moving global economy (Shah and Burke, 
2005). With developing Asia having made a rapid recovery from the global 
economic crisis, policy-makers now need to create policies to ensure that 
high growth rates are sustained and, importantly, that this growth results in 
not just more jobs, but better quality jobs.

Evidently Asia is home to some of the world’s fastest-growing emerging 
economies – China and India are two that are currently significantly con-
tributing to the world’s economic growth in relation to global manufactur-
ing (China) and services (India) (Cooke and Budhwar, 2015; Nankervis 
et al., 2013). However, as Cooke and Budhwar (2015) point out, in order to 
sustain this growth both countries are facing a number of challenges to their 
human resource management systems for a variety of reasons. In China HR 
competence is low and the HR capacity of the country as a whole is under-
developed (p. 338), while in India the history of HR is longer but it is cur-
rently in a state of rapid transition (p. 342).The authors argue that existing 
studies on China and India indicate a number of challenges relating to 
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people management, identifying three of the largest challenges as: skill and 
talent shortages; labour discontent; and lack of HR competence (Cooke 
and Budhwar, 2015: 344). In other Asia Pacific countries, including Indone-
sia, Malaysia, Thailand and even Singapore, these challenges are also more 
(or less) evident, impacting on both employees’ quality of work and relative 
organisational effectiveness.

In summary, having a good quality job is generally thought to result in 
higher productivity and enhanced organisational effectiveness (European 
Foundation for the Improvement of Living and Working Conditions  
(Eurofound), 2012; Green, 2006; Knox et al., 2011). This may materialise 
through a range of channels, including lower rates of employee turnover, 
absenteeism and tardiness (Clarke and Hill, 2012; Eurofound, 2012; Warr, 
1987) and improved employee well-being (Holman, 2012). Hence, the prop-
osition to continue research in this area is a strong one for both organisations 
and their employees. In particular, and despite the limitations of the case-study 
research presented here, intrinsic JQ is important as it is has resonance with 
the development of effective SHRM programmes within the organisation.

Despite the limited number of cases and their possible biases (i.e. more 
managers and supervisors represented than workers), the JQ framework high-
lighted the importance of developing the intrinsic dimensions of JQ (such as 
the meaningfulness of work, using one’s skills and discretion, having the abil-
ity to influence decisions, access to training and more). At the organisational 
level, formal JQ assessment programmes are not required; however, recognis-
ing the nexus between JQ and organisational performance is important, as is 
the role of those important work and workplace issues linked to intrinsic JQ 
that organisations can develop through strategic HRM programmes.
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CHAPTER 9

Collective voice and union 
effectiveness: is relational  
capital the missing link?
N.M. Salleh, A.K. Rosline, J.K.S. Len,  
K.Ag. Budin

INTRODUCTION

Trade unions in Malaysia, like those in other countries, are formed to 
improve members’ working conditions and economic well-being, as well as 
to ensure that their rights and social benefits are protected (Aminuddin, 
2003). Workers, employers and the government have important roles to play 
in ensuring that the objectives of unions are achieved and that relevant 
rules and regulations governing the working conditions of employees are 
observed. Currently, trade unions in Malaysia and other Asian countries face 
a number of challenges, particularly in the decline in union membership 
among workers (union density). The result is that trade unions are losing the 
standing and influence that they once held (Rose et al., 2011; Kuruvilla 
et al., 2002). Among the reasons for this decline is the tendency for employ-
ers to encourage ‘union-free’ workforces (Aminuddin, 2003; Gall and 
McKay, 2001). The curbing of trade unionism by employers is imposed 
through threats of dismissal and redundancy; workers feel intimidated and 
are thus discouraged from being active union members. Temporary work-
ers, contract workers and foreign workers are often deterred from union 
membership through fears of their contract or work permit not being 
renewed. From the legal perspective, all Malaysian workers have the right 
to form or join a trade union. At the same time, however, unions are sub-
ject to various restrictions under the Trade Unions Act 1959 (TUA) and 
the Industrial Relations Act 1967 (IRA),with their movements falling 
under the purview of the Trade Unions Affairs Department in the Minis-
try of Human Resources. For example, the Malaysian government has the 
absolute right to withhold registration of a trade union at its discretion 
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(Ramasamy, 2008; Aminuddin, 2003). As such, enhancement of the stand-
ing of trade unions in Malaysia, and positive changes in the manner in 
which they operate and interact with their members would improve work-
ers’ perception of trade union membership.

Although the Relational Capital Theory in socio-economics has been well 
researched, its relevance and application in trade unionism have not been ade-
quately investigated. Most of the previous studies on relational capital focused 
on relationships between customers and suppliers, employers and employees, 
or suppliers and retailers in mainly profit-oriented industries. On the other 
hand, the present study sought to analyse the impact of relational capital (the 
key components of which are communication, commitment and trust) on the 
relationship between a trade union and its members. The study further exam-
ined how the underlying relational capital could serve to mediate between 
workers’ needs and their perception of the effectiveness of their trade unions. 
While trade unions in Malaysia are commonly immersed in issues such as the 
collective bargaining process and the laws governing trade union activities, 
what is often sidelined are the interactions among union members and 
between members and union leaders. Indeed, the relational capital compo-
nents of communication, participation, commitment and trust are key to the 
foundation upon which rests the success of the trade union. These often 
neglected elements of solidarity are, in fact, vital to the union’s strength.

Malaysian industrial relations
The Malaysian industrial relations system in Malaysia is a tripartite set-up 
consisting of the employer, the employees and the government. There are 
three broad approaches to the decision-making process in manpower rela-
tions, namely unilateral, bilateral or as a tripartite consensus. In deliberations 
between the parties, the Ministry of Human Resources chairs the discussion 
and appoints government representatives. Workers are represented by the 
Malaysian Trade Union Congress (MTUC) and the Congress of Unions of 
Employees in the Public and Civil Services (CUEPECS), while employers 
are represented by the Malaysian Employers Federation (MEF). These bod-
ies are members of the National Labour Advisory Council (NLAC) that 
meet at least twice a year, or whenever it is deemed necessary. In 1957, 
Malaysia joined the International Labour Organisation (ILO), an agency of 
the United Nations which plays a role in the Malaysian industrial relation 
system. The agency provides an international forum pertaining to labour 
issues. The key statutes governing the industrial relations framework in 
Malaysia include the Trade Union Act 1959, the Industrial Relations Act 
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1967 and the Public Services Tribunal Act 1977. These laws protect and 
regulate relations between employers, workers and their unions to ensure 
fairness, justice and amicable working relations (Aminuddin, 2003).

The Malaysian manufacturing industry
The Malaysian manufacturing sector provides jobs to nearly 40 per cent 
of the country’s total workforce, generating an income of more than 
RM65 billion a year in the second quarter of 2015. The total number of 
employees engaged in the sector in the same year reached more than 2.2 
million, making it the highest contributor of employment in Malaysia. It 
is the second highest contributor to the country’s gross domestic product 
(GDP) after the services sector. Manufacturing contributed RM254 (23 
per cent) of the total Malaysian GDP of RM1,107 billion in 2014 and 
continues to be the second largest contributor to the national GDP, with 
its share growing by 5.4 per cent in 2014 (Department of Statistics, Malaysia).  
Most of the employment opportunities created in manufacturing are in 
the electric and electronic subsector, followed by basic metal products and 
transport equipment sectors. The recent issue of note in the manufactur-
ing industry was the implementation of a minimum wage for workers, an 
enactment directly impacting employers, employees and the government. 
The law, implemented in January 2013, was aimed at achieving a high-
income economy for the country by the year 2020. However, manufac-
turers were concerned that they would lose out in export competitiveness, 
especially if output did not match the higher overheads resulting from 
increased wages. Unskilled and semi-skilled workers were the main ben-
eficiaries, with the wage increments helping to defray the high costs of 
living among the lower income group.

The Malaysian government pursues an industrialisation strategy primar-
ily focused on low-cost labour, export-oriented industries and capital injec-
tions from foreign multinational corporations (MNCs). Most employers 
would prefer a union-free labour force, but where trade unions are in place, 
leaders representing the trade union and the employer need to be sincere 
and skilful at maintaining harmony in the workplace.

RESEARCH OBJECTIVES

To help understand why the proportion of unionised workers (trade union 
density) in Malaysia is the lowest in the Asia Pacific region (Kuruvilla 
et al., 2002), this study investigated the application of the Relational 
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Capital Theory that has been researched extensively in the institution of 
marriage and family (Dollahite and Rommel, 1993). The theory identifies 
and characterizes the criteria for creating strong bonds between the par-
ties involved, i.e. between the husband, the wife and the children. Accord-
ing to the rationale of the theory, it takes three main factors, namely 
commitment, communication and trust, to make a marriage successful 
(Kelley, 2013). In an analogous situation, the same triad of factors might 
lay the foundation for the success of a trade union by acting as the glue 
that binds the union leaders to the rest of the union members. It is the 
present authors’ belief that solidarity between workers and their union, 
cultivated through the interplay of commitment, communication and 
trust, is important for maintaining and sustaining organisational effective-
ness and success.

Accordingly, the research objectives in this study were:
 1.  To investigate the role of the Relational Capital Theory in explaining 

the sustenance and success of a trade union.
 2.  To examine the Relational Capital Theory (focusing on communica-

tion, participation, commitment and trust) as a mediator between the 
collective voice of workers and their perception of union effectiveness.

Trade union effectiveness
Low union density is an indication of weak union power (Hayter et al., 
2011; Kuruvilla et al., 2002), and this is very much the situation in Malaysia 
where union density is reported to be the lowest in the Asia Pacific region 
(Kuruvilla et al., 2002). Low union density is mostly due to ineffectiveness 
in protecting members’ well-being (Blackett and Sheppard, 2003; Strunk 
and Grissom, 2010), loss of the membership’s confidence in union leaders 
because of negative perceptions (Cregan, 2013; Tetrick et al., 2007), the long 
process of bargaining and settlement (Aminuddin, 2003; Strunk and 
Grissom, 2010) and, finally, pressures and constraints from employers due to 
union laws and work regulations (Rose et al., 2011; Wad, 2013). Among the 
suggestions that might enable unions to function effectively are creating an 
effective communication system to engender commitment and trust (Brewster  
et al., 2007; Goslinga and Sverke, 2003), changing workers’ perceptions and 
demonstrating that the union can be trusted in managing and safeguarding 
their well-being (Fuller and Hester, 2001; Rhoades and Eisenberger, 2002). 
A common denominator in achieving union effectiveness lies in the interplay 
of the three main factors in relational capital, namely communication, 
commitment and trust (Brewster et al., 2007; Tetrick et al., 2007).
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Workers’ collective voice
Abraham Maslow’s theory on the ‘Hierarchy of Needs’ has been widely 
applied in the past to explain the needs of employees (Mitchell and Moudgill, 
1976) that is termed the ‘collective voice’ in this study. By transposing 
the worker and his working environment into the context of the theory, the 
needs of employees can be explained in five stages. The first stage concerns 
basic physiological needs; this refers to the need for a source of income for 
sustenance. In the case of an employee, this would be a job with a fair salary 
to enable a comfortable livelihood. The second stage covers safety needs; 
each worker desires a safe job with fringe benefits and job security. The 
third stage is the need for belongingness; this reflects the desire for a good 
relationship with co-workers, participation in work groups and a positive 
relationship with supervisors and other superiors. The fourth stage covers 
esteem or the need for the recognition of work performance, responsibility, 
status and credit for contributions to the organisation. Finally, the fifth stage 
relates to self-actualisation needs, i.e. employees need to be provided with 
opportunities to grow, be creative, be given challenging assignments and 
to achieve success career-wise. The Hierarchy of Needs theory, as adapted to  
explain the expectations of workers, posits that each of these needs have  
to be periodically satisfied to enable sustained high performance from the 
worker. In this context, it is the role of the trade union to provide assistance 
and assurance that their members’ varied needs (their ‘collective voice’) are 
met and honoured by their employers. In view of the burden of expectation 
of trade unions to satisfy the workers’ needs as discussed above, it is neces-
sary to determine whether this expectation has been met. Thus the first 
hypothesis was constructed as follows:

H1: The collective voice has a positive and significant effect on union 
effectiveness

Relational capital: communication, trust and commitment
Sustaining and maintaining non-profit organisations require effective com-
munication, trust and the commitment of its members (Brewster et al., 
2007). The absence of any one of the triad will affect the success of collective 
bargaining negotiations (Hayter et al., 2011; Johari and Ghazali, 2011). The 
factors were further tested in different fields and were found to have a posi-
tive relationship with organisational effectiveness in marketing, management, 
accounting and marriage institutions (Gall, 2005; Morgan and Hunt, 1994; 
Zeffane et al., 2011). Drawing from Kelley (1979), when communication, 
commitment and trust are present in trade unions, they help to strengthen 
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the unions’ internal functioning. The triad’s presence is also important for a 
sustainable long-term relationship, and this contributes to positive organisa-
tional performance (Loke et al., 2009; Sambasivan et al., 2011).

Effective communication is the key to creating commitment and trust 
among members of an organisation (Tapia, 2013). In the present study, com-
munication between union leaders and members is explored in terms of 
communication quality (i.e. timeliness, accuracy, adequacy, completeness 
and credibility of information) and information sharing (i.e. the extent to 
which critical, often proprietary, information is communicated to union 
members).

Commitment pertains to attachment to an ongoing relationship that is 
sufficiently important to warrant concerted effort to maintain it. In other 
words, the committed party believes the relationship is worth working on 
to ensure that it endures; it is maintained as a valued relationship (Moorman 
et al., 1993; Morgan and Hunt, 1994). One way in which a trade union 
member can demonstrate his or her commitment is through active partici-
pation in union activities. Participation is defined here as the extent to 
which members play active roles in the goal setting, planning, forecasting 
and decision-making of the union. There cannot be participation without 
committed members. Participation may be considered one aspect of 
commitment.

It is unlikely that commitment alone is enough to ensure the union’s 
success. Another key factor, namely trust, plays an important role as well. 
Trust can be defined as a willingness to rely on an exchange partner in 
whom one has placed confidence (Moorman et al., 1993). As such, efficacy 
of communication leads to trust and possibly engenders commitment. 
Accordingly, Hypotheses 2 and 3 can be written as follows:

H2: The collective voice has a positive and significant effect on relational capital.
H3: Relational capital has a positive and significant effect on union effectiveness.

Relational capital mediating between worker needs  
and union effectiveness
Garbarino and Johnson (1999) found that communication, trust and com-
mitment acted as mediators between satisfaction, attitudes and future inten-
tions of attending a non-profit theatre. These three elements of relational 
capital also act as mediators between supply chain partners and strategic 
alliances (Sambasivan et al., 2011). A study which investigated customers’ 
trust and commitment found that the interplay between these two elements 
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influenced customer intentions to remain in a relationship (De Ruyter et al., 
2001). A study in Australia found that trust, commitment and communica-
tion were able to bring about a strong bond and strengthened the relation-
ship between management and employees (Zeffane et al., 2011).

A postulation in this study was that if efficacy between the interplay of 
the triad of communication, commitment and trust (with member partici-
pation being an integral characteristic of commitment) was achieved, organ-
isational objectives of the trade union in heeding the members’ collective 
voice would follow. In this regard, the study tested the mediating effects of 
relational capital through the following hypothesis:

H4: Relational capital mediates the relationship between collective voice and 
union effectiveness.
The hypothesised relationships between the variables investigated in this 

study are summarised in Figure 9.1.

RESEARCH METHODOLOGY

The methods adopted in this study were based on those from previous 
reports. Data for the analyses were obtained from 443 randomly selected 
trade union members in a cross-section of organisations across the country. 
The list of workers earning a minimum wage of RM800 from each organ-
isation was obtained from selected union leaders. To conduct the survey, a 
stratified random sampling was carried out, with a provision to include 
union leaders. Each participant was given a questionnaire to complete at his 
or her own pace. The Confirmatory Factor Analysis (CFA) was used to vali-
date unidimensionality, validity and reliability of the constructs prior to 
their use in Structural Equation Modelling (SEM) (Zainudin, 2012, 2014).

Figure 9.1 Framework of hypothesised relationships between the study constructs
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Abraham Maslow’s theory of employees’ needs formed the basis for the 
following to be used as correlation variables: (a) the collective voice of 
trade union members; (b) union effectiveness; and(c) relational capital as 
suggested by Daft and Marcic (2006) and Mitchell and Moudgill (1976). 
A fourth variable, participation, which is integral to commitment, was 
treated separately in this analysis because of its distinctive attributes (refer 
to the appendix at the end of the chapter for the definitions).The scale 
employed in this study was the five-point Likert Scale (1 = strongly dis-
agree to 5 = strongly agree). The collective voice of members’ needs was 
measured by five items (Mitchell and Moudgill, 1976) while the relational 
capital items consisted of communication, information sharing and qual-
ity (five items), participation (nine items), trust (four items) and commit-
ment (three items). The combined items used were measured as suggested 
by Sambasivam et al. (2011) while trust measurements were calculated 
according to Yong-Ybarra and Wiersema (1999). The seven items of per-
ceived union effectiveness followed those adopted by Mellor et al. (1999). 
A summary of definitions of the variables analysed appears in the appen-
dix at the end of the chapter.

RESEARCH FINDINGS AND DISCUSSION
Profile of respondents
From a total of 443 usable questionnaires (88.6 per cent response rate), 327 
(73.8 per cent) were from personnel in the manufacturing industry, with the 
remaining 116 (26 per cent) from staff in the banking and retailing industries. 
The demographic breakdown of the respondents is shown in Table 9.1.Most 
of the respondents were male (261 or 58.9 per cent) and 182 were female 
(41.1 per cent). Those between the ages of 31 and 40 (30.9 per cent) and 21 
and 30 (30.2 per cent) formed the major proportion (60.1 per cent) of the 
respondents. The majority of respondents (82.4 per cent) were ordinary 
members while the remaining 17.6 per cent were executive members of 
trade unions. They included ten presidents, four chairpersons or vice-chair-
persons, 14 secretaries, 15 treasurers, one internal auditor and 34 committee 
members. A large majority (76.7 per cent) of the respondents were married 
and 276 (62 per cent) of them had been working for more than ten years.

Confirmatory factor analysis (CFA)
Structural Equation Modelling (SEM) is a comprehensive means to vali-
date measurement models of latent constructs (Zainudin, 2012, 2014). In 



Collective voice and union effectiveness 203

the validating procedure, Confirmatory Factor Analysis (CFA) is used to 
verify the measurement model of all constructs for unidimensionality, 
validity and reliability prior to modelling these constructs into SEM for 
hypothesis testing. Unidimensionality is achieved when all measuring 
items have an acceptable factor loading (Zainudin, 2012, 2014). As for 
validity, the measurement model of a construct has to achieve convergent 
validity, construct validity and discriminant validity. According to  
Zainudin (2014), convergent validity is achieved when Average Variance 
Extracted (AVE) for the construct exceeds the threshold value of 0.5. 
Construct validity is achieved when the Fitness Indices meet the mini-
mum threshold values for three fitness categories, namely Absolute Fit 
(RMSEA < 0.08), Incremental Fit (CFI > 0.90), and Parsimonious Fit 
(Chi-square/df < 3.0).

Discriminant validity of the construct is achieved when the square root 
of the AVE is greater than the correlation between the constructs (Zainudin, 
2012, 2014). Composite Reliability (CR) of a construct has to exceed the 
threshold value of 0.6. The factor loading for components and items were 
obtained from Figure 9.2 and the computed values for AVE and CR for the 
constructs pertaining to collective voice (CV), relational capital (RC) and 
union effectiveness (EFFECT) are tabulated in Table 9.2.

Table 9.2 shows that all AVE exceeded the threshold value of 0.5 and all 
CR exceeded the threshold value of 0.6. The results indicated that the 

Table 9.1 Demographic profile of respondents

Manufacturing 
Banking and 
retailing

327 (73.8)
116 (26.1)

Ordinary union 
members

Union leaders*

365 (82.4)
78 (17.6)

Male
Female

261 (58.9)
182 (41.1)

Married
Single
Other**

340 (76.7)
97 (21.9)
6 (1.4)

Age above 61
51–60
41–50
31–40
21–30
Below 21

Age above 61
3 (0.7)
43 (9.7)
119 (25.9)
137 (30.9)
134 (30.2)
7 (1.6)

Tenure
Below 3 years
3–5 years
Above 10 years

22 (5)
88 (19.9)
276 (62.3)

Percentages shown in brackets
*Presidents, chairpersons, vice-chairpersons, secretaries, treasurers, auditors, committee members
**Divorced, widowed
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constructs achieved convergent validity and reliability. Table 9.3 gives the 
square roots (in bold) of the Average Variances Extracted (AVEs) of the three 
constructs, CV (Collective Voice), RC (Relational Capital) and Effect 
(Union Effectiveness). They are greater than their corresponding correlation 
coefficients presented in the rows and columns, indicating that the 

Figure 9.2 Standardised path coefficients of the model

Table 9.2 AVE, CR and correlations for the measurement model

Questionnaire 
item

Collective voice
(CV)

Relational capital
(RC)

Union 
effectiveness 
(effect)

1 0.68 0.94 0.73
2 0.72 0.72 0.57
3 0.78 0.75 0.78
4 0.65 0.96 0.85
5 0.75 0.81
6 0.74
7 0.82
AVE 0.515 0.826 0.581
CR 0.841 0.950 0.905
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constructs had achieved discriminant validity among them (Hair et al., 
2006; Zainudin 2012, 2014).

Another validity assessment is construct validity, which is the validity 
that is achieved when all fitness indexes for the constructs reached the 
required level. Table 9.4 gives the fitness indexes for the model showing that 
all fitness index requirements were satisfied.

The results in Figure 9.2 indicate that the construct CV estimates only 12 
per cent of RC while CV and RC estimate about 81 per cent of Effective. 
Hence RC was shown to be a mediator linking the relationship between CV 
and Effective. Nevertheless, formal testing for mediation would be required.

Causal influence of collective voice and relational capital  
on union effectiveness
As indicated by the regression path coefficient, when CV went up by 1, RC 
increased by 0.41 (Figure 9.3 and Table 9.5). The probability of arriving at 
a critical ratio as large as 6.104 in absolute value was less than 0.001. In 
other words, the regression weight for CV in the prediction of RC was 
significantly different from zero at the 0.001 level (Table 9.5). Again, when 
RC rose by 1, Effective increased by 1.06, with the probability of less than 
0.001 to arrive at a critical ratio as large as 15.556. This showed that the 
regression weight for RC in the prediction of Effective was significantly 
different from zero at the 0.001 level. On the other hand, Effective increased 

Table 9.3 Discriminant validity index summary
CV RC Effect

CV 0.72
RC 0.35 0.91
EFFECT 0.33 0.90 0.76

Table 9.4 Fitness indices for the measurement model
Name of category Name of index Index value Comments

Absolute fit RMSEA 0.064 The required level
is achieved (RMSEA < 

0.08)
Incremental fit CFI 0.928 The required level

is achieved (CFI > 0.9)
Parsimonious fit Chisq/df 2.332 The required level

is achieved (Chisq/df < 
3.0)
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by only 0.024 when CV went up by 1. The critical ratio of 0.499 was not 
statistically significant (p = 0.618.)

DETERMINING THE MEDIATION MODEL EFFECT

The method of Zainudin (2012, 2014) was adopted to test the role of Rela-
tional Capital (RC) as a mediating variable between the Collective Voice 
(CV) of workers’ needs and their perceived union effectiveness. The stan-
dardised path coefficients were extracted from the model (Figure 9.2) and 
positioned in the triangle as shown in Figure 9.4.

Figure 9.3 Regression path coefficients for the model

Table 9.5 Regression path coefficient and its significance

Estimate SE CR p Result
Result on 
hypothesis

RC <--- CV 0.408 0.067 6.104 *** Significant Supported
Effective <--- CV 0.024 0.049 0.499 0.618 Not 

significant
Not supported

Effective <--- RC 1.060 0.068 15.556 *** Significant Supported
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CONFIRMING THE RESULTS THROUGH BOOTSTRAPPING

The results of the mediation tests were confirmed using the re-sampling 
procedure, bootstrapping (Zainudin, 2014), that is used especially to test an 
indirect effect. In this procedure, sampling with replacement was performed 
with the algorithm instructed to take the sample of size n from the existing 
data set to obtain a sampling distribution for the estimates. The result shown 
in Table 9.6 was obtained using 1,000 samples with a percentile confidence 
interval of 0.95 and a bias corrected confidence interval of 0.95. We also ran 
Harman’s test to identify the common method bias and found that a single 
factor only explained 42 per cent of the variance. Although there is a lot 
variance to be explained by a single factor, it is not a majority and it is 
accepted.

DISCUSSION

Long-term concerns over declining union membership and persistent 
claims of organisations being poorly run have become crucial issues in 
maintaining and sustaining the existence of trade unions in Malaysia. Despite 
the declining density of trade unions, most union members in this study 

1.
2
3

.

.
4.

Mediation 
Type of mediation is full mediation since direct effect
 is not significant.

Direct effect = 0.02 
occurs since Indirect effect > Direct effect. 

Indirect effect = 0.35 × 0.89 = 0.311

Figure 9.4 Procedure for testing the mediator in a model

Table 9.6 Bootstrapping to determine the significance of direct and indirect effects
Indirect effect p-value Direct effect p-value

Bootstrapping p-value 0.002 0.705
Results Significant Not significant
Type of mediation Full mediation since direct effect is not significant
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expressed confidence that their unions were committed to playing their 
roles. Most of the union members perceived their unions as being successful 
in bringing about valued procedures or outcomes. The appendix at the end 
of the chapter shows the questionnaire scores relating to union effectiveness 
that were mostly high (between 3.6 and 3.9), indicating agreement with the 
statements.

As such, it is important to investigate why some union leaders are 
more committed and effective than others. In the absence of empirical 
evidence that explain this situation, this chapter seeks to understand 
trade union members’ attitudes, perceptions and behaviour. Relevant 
findings from the study could contribute to the effectiveness of trade 
unions.

CONCLUSION

It is suggested from the results of this study that commitment, participa-
tion, communication and trust are powerful tools that can be utilised by 
trade unions to highlight their relevance to workers and, indeed, ensure 
their own survival. The main players in a union are its members and to 
showcase the purpose and function of the organisation, union leaders 
should strive to improve communication, cultivate trust and commit-
ment, and encourage participation by members. The Relational Capital 
Theory proposed by Kelley (2013) was tested to determine if these four 
elements mediated the collective voice of union members vis-à-vis the 
perceived effectiveness of their unions. From the regression path coef-
ficient (Table 9.5), it was evident that the. second hypothesis, that the 
collective voice has a positive and significant effect on relational capital, was 
supported.

The ability to achieve trade union effectiveness in bringing about val-
ued procedures or outcomes is dependent on the strength of its members’ 
voice. When union members voice out their needs, awareness of those 
needs is created and negotiations should commence. In particular, the 
strong voice that is channelled through communication, commitment, 
participation and trust builds a stable and robust long-term relationship 
that contributes to a positive organisational performance (Loke et al., 
2009; Sambasivan et al., 2011). This finding also shows support for the 
third hypothesis i.e. the relational capital has a positive and significant effect on 
union effectiveness.
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Frequent communication and information sharing between members 
and the union leadership encourage commitment to the union and partici-
pation in its activities. From there, trust often follows (Tapia, 2013). When 
there is a good relationship between members and the leadership, it enables 
union activities to be undertaken with the full backing of the members, 
leading to union effectiveness. This finding echoes the study by Brewster 
et al. (2007) who found that in order to sustain and maintain non-profit 
organisations, effective communication, trust and commitment were pre-
requisites. However, it is important to note that members’ voice alone does 
not affect union effectiveness directly as shown in the analysis that rejected 
Hypothesis 1, i.e. the collective voice has a positive and significant effect on union 
effectiveness.

While union members have a plethora of needs and aspirations, many 
of these concerns may remain unheard by the union leadership. This 
suggests that union leaders could not effectively carry out their roles 
without proper communication, commitment, participation and trust 
among members. Previous studies have found that the absence of any 
one of these entities would affect effectiveness in collective bargaining 
negotiations (Hayter et al., 2011; Johari and Ghazali, 2011). It is here 
that the fourth hypothesis, relational capital mediates the relationship between 
collective voice and union effectiveness, shows the importance of relational 
capital in bridging the gap between collective voice and union effective-
ness. The findings suggested that the four factors were the missing link 
between the voice of members and trade union effectiveness. Commu-
nication, commitment, participation and trust are proven to be impor-
tant factors in dealing with declining union density and other challenges 
to trade unions, particularly those dealing with trade liberalisation and 
deregulation, technology effects, trade union rights violation and the 
impediment of labour laws. The four main factors are also important for 
the retention of union membership. Active communication between the 
union leaders and members encourages union activities such as partici-
pation at meetings or industrial action such as pickets or strikes. This 
would increase union members’ trust in their leaders to improve their 
well-being and protect their rights (Kelley, 1979).

One limitation in this analysis stems from the fact that the study popula-
tion comprised a mixture of union leaders (17.6 per cent) and ordinary 
members (82.4 per cent), even though responses to the same statements in 
the questionnaires were likely to be influenced by whether the respondents 
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were committee members or ordinary members. The needs and expecta-
tions of the latter (the collective voice in the general union membership) 
might not be similar to those of the union leaders. At the same time, union 
leaders may not be relied on to give objective opinions on union effective-
ness. Although this study has attempted to provide an in-depth view of the 
collective voice of trade union members, workers’ needs tend to be varied 
and complex. A closer look at specific needs is therefore worthwhile. Mem-
bers’ perception of the effectiveness of their unions and the importance of 
the role they play would be enhanced if union leaders paid more attraction 
to relational capital.

In future studies, attention might be accorded to how improvements in 
the way union activities are run so that they would meet members’ expecta-
tions. Such improvements would instil confidence among members in hav-
ing the union protect their rights and represent them in negotiations and 
disputes.

APPENDIX

See Table A9.1.

Table A9.1 Questionnaire item responses
Questions Mean SD

Basic 4.46 0.86
Safety 4.56 0.74
Relationships 4.52 0.73
Security 4.25 0.91
Self-actualisation 4.39 0.82
Information quality and information sharing 3.68 1.06
The union shares information with me 3.72 1.02
The union shares accurate information with me 3.68 1.03
The union shares adequate information with me 3.67 1.03
The union shares complete information with me 3.76 1.04
The union shares credible information with me 3.73 0.95
I actively communicate with my union for advice and 

information
3.46 1.04

The union participates in my planning and goal-setting 
activities that are relevant to the union’s goal

3.44 1.11

I appreciate any suggestion from my union for 
improvement

4.04 0.93

Continued
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Questions Mean SD

The union shares exclusive information with me 3.30 1.25
I, beforehand, inform my union about any changes 

regarding my needs
3.60 1.02

The relationship between my union and I obliges each 
party to share any important information with the 
other

3.82 0.94

The union and I are expected to keep each other 
informed about any changes or events that may affect 
the other

3.86 0.95

The union and I are expected to provide each other 
only with the pre-specified information.

3.69 0.91

I am fully updated by my union on the issues affecting 
my interest

3.60 1.03

When we encounter difficulties or new situations, the 
union will take care of it

3.47 1.15

The union is familiar with the patterns of behaviour 
our partner firms have established and we can rely on 
them to behave in certain ways

3.53 0.99

I have found that my union is dependable 3.84 0.96
I rarely feel distrust in my union 3.40 1.23
We are committed to the relationship with union 

members
3.72 0.89

The relationship between us is something that we 
intend to maintain indefinitely

4.00 0.92

The relationship that we have deserves our union’s 
maximum effort to maintain

3.86 0.99

The trade union has helped me improve my 
work quality

3.71 0.95

I have gained additional benefits because I am a 
union member

3.81 1.05

I feel my job is secure because of the union’s 
efforts

3.92 0.99

The trade union helped me acquire a better 
pension plan than what I supposedly should 
have been given

3.68 1.07

The trade union protected me from unfairness  
in performance appraisal

3.66 1.10

The trade union carried out its roles effectively 
in handling disagreements and complaints, and 
I have freedom to express my opinions

3.68 1.04

The trade union played crucial roles in improving 
the safety level at the workplace

3.85 1.04

Table A9.1 Questionnaire item responses—cont’d
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CHAPTER 10

A study on the determinants of 
job satisfaction from an Islamic 
perspective: Indonesia, Brunei 
Darussalam and Malaysia
A.M. Noor, R.U. Mohammed

INTRODUCTION

Employees often ask what they will get after completing certain jobs given to 
them by their management. In normal situations, they will receive rewards, 
especially financial rewards, in the forms of bonus, overtime and allowances. 
According to Jurgensen (1978), money is one of the most commonly cited 
reasons to perform a task. However, rewards can be in both extrinsic and 
intrinsic forms. The importance of rewards themselves have significant impacts 
on the positive growth of an organisation. In Malaysia, only a few researchers 
have attempted to identify the uniqueness of Islamic management, and in 
particular human resource management (HRM). Azmi (2010), for example, 
claimed that even though the practice of Islamic human resource manage-
ment is only ‘moderate’ in Malaysia, the result in terms of enhancing job 
satisfaction is acceptable. There might be two main reasons behind these 
findings. The first is the concept of Islamic moderation (wasatiyyah). This con-
cept concentrates on a moderate, just and ‘best’ approach. Its objective is to 
moderate between two extreme aspects in every part of a person’s life. This 
does not mean that the wasatiyyah concept takes a 50:50 position, for exam-
ple between rich and poor or being wise and unwise. Based on the concept, 
one can become rich, but at the same time help the poor (Hanapi, 2014). The 
second reason is due to Malaysian organisations’ emphases on competency-
based performance, organisational and career development. Previous 
research has focused on these components of human resource management, 
but less emphasis has been placed on job satisfaction and reward systems.
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Azmi (2010) concluded that Islamic HRM systems should be inter-
nalised in all Islamic-based organisations (IBOs) since they are preferable to 
conventional Western systems in Islamic contexts. The latter generally con-
centrate on extrinsic rewards including higher position, pay, status, job secu-
rity and working facilities. A study by Ahmad et al. (2010) found that those 
who are motivated intrinsically with their jobs are more satisfied in their 
organisations, and therefore contribute more significantly to organisational 
effectiveness. This study highlights the intrinsic motivation in the forms of 
workplace environment, organisational support, employee engagement, 
training and development, and proficiency in Islam as the key determinants 
of job satisfaction and hence organisational effectiveness. The chapter does 
not attempt to explore the holistic view of Islamic HRM, but rather the use 
of intrinsic elements as the motivational tools to achieve job satisfaction in 
IBOs. It uses existing literature to develop a conceptual framework with 
which to analyse the intrinsic motivation-job satisfaction link in IBOs in 
Islamic regional countries such as Brunei Darussalam, Indonesia and 
Malaysia.

LITERATURE REVIEW

Job satisfaction can be defined as a positive emotional state resulting from 
the pleasure an employee derives from doing a job (Locke, 1976; Spector, 
1997), or as the affective and cognitive attitudes held by an employee about 
various aspects of their work (Kalleberg, 1977; Wong et al., 1998). Job satis-
faction is a result derived from both extrinsic and intrinsic motivation. 
Extrinsic motivation is driven by the goal of obtaining additional resources 
(Lindenberg, 2001). According to Brief and Aldag (1977), extrinsic working 
rewards are in the forms of money, power and recognition. Based on the 
study conducted by Gottschalg and Zollo (2004), the performance impact 
of intrinsic motivation is much more powerful than that of extrinsic moti-
vation. However, if the employees are able to perform tasks even without 
receiving any forms of payment, their willingness to complete a task with 
extra responsibility and working hours is called proficiency (or ihsan in 
Malay language).

Beekun and Badawi (1999) defined proficient employees as those who 
push themselves beyond the call of duty with energy and willingness to 
make sacrifices in the performance of their task. This demonstrates that an 
employee is a human being who does not only do things for themselves but 
also takes actions which positively affect the lives of others (e.g. family, 
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siblings, neighbours, fellow employees and close friends) in order to defend 
and protect the sha’aer (signs) of Allah). In the case of management, some-
one who has proficiency works tirelessly to carry out their responsibilities, 
doing it as a religious duty (ibadah) (ISCC, 2000). The question is whether 
many employees are willing to work more without asking for extra rewards? 
If they are, is it because they are loyal to the company or perceive their work 
as ibadah? This is the question that this chapter explores in the Islamic con-
text, as well as how it can be related to intrinsic motivation towards job 
satisfaction in IBOs.

Islam proposes that humans are dual in nature, constituting both physical 
and spiritual dimensions. It is argued that the spiritual dimension has been 
substantially neglected in the Western literature. Islamic teaching suggests 
that it is this core element of employees that needs to be motivated. The 
material rewards that one gets can be disappointing sometimes. However, 
the non-material rewards can be more satisfying, exciting and lasting. In 
other words, it is the spiritual dimension that needs to be continually moti-
vated and inspired in order to develop that passion for excellence or feeling 
to excel. While this aspect is included in Western motivational theories, its 
importance has seldom been researched and may be the real key to excel-
lence, especially in Islamic contexts (Alhabshi, 1998), and may contribute 
significantly to enhanced organisational effectiveness.

We have seen a dramatic increase in the growth of IBOs in banking 
institutions in Malaysia. Even though, the demand for the Islamic banking 
products and services in Malaysia is considered encouraging, the corre-
sponding development of Islamic HRM for all banks in Malaysia is quite 
disappointing. Breaches of trust among employees, especially in the Islamic 
banking industry, is a very big issue to be taken seriously by the manage-
ment. Positive public perceptions of Islamic banks are important because 
they believe that such institutions should apply Islamic values in their daily 
work. In Indonesia for instance, the work ethics of job satisfaction of its 
Islamic banking staff were discussed extensively by the local researchers in 
order to examine the association between Islamic values and job satisfaction 
(Komari and Djafar, 2013). Although the result of this study showed that the 
factors are not necessarily related to one another and depend on the types 
of institutions studied, doubtless the employees’ behaviours in performing 
their jobs are likely to contribute towards organisational effectiveness (Ali 
and Azim, 1995; Valentine and Barnett, 2007). Thus supporting job satisfac-
tion among employees of an organisation, in particular IBOs, is considered 
crucial.
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A study, which was undertaken by Basir (2001) in the Islamic coun-
try of Brunei Darussalam, found that high intrinsic motivation will 
increase one’s job satisfaction, together with job-related knowledge or 
technical know-how. The study also supports other Muslim scholars 
(Altalib and Aiyah, 1991; Tayeb, 1997; Ali, 2005; Hashim, 2009) who 
have long advocated that effective Islamic principles and compliance 
and guidelines in HRM practices would positively reinforce the work-
force and create a synergy of commitment, quality, productivity and 
overall organisational effectiveness in workplaces. In Islamic countries, 
the employer has a major responsibility which he must perform to 
ensure the necessary rights acquired by employees, meaning that employ-
ers have a responsibility to make sure that people who work with them 
are treated fairly and with respect, and to provide them with a safe and 
secure workplace. The manager also needs to understand some common 
Islamic practices such as daily prayers, observance of Ramadan, wearing 
the hijab and halal requirements. Halal is an Arabic word which means 
lawful or permitted. It is the standard of conduct for Muslims, pre-
scribed in the Al-Qur’an. Thus acknowledging different religions and 
cultures can help managers to meet their legal obligations and at the 
same time will be able to attract and retain the best possible employees 
regardless of their background (Ab Rahman, 2006). This can require 
flexibility to accommodate people of different religions and beliefs. The 
employer–employee relationship, according to Islamic principles, is 
based on kinship relations, not on a master–slave relationship. Therefore 
the employer–employee relationship should meet the characteristics of 
the services of a person and their brother or sister. The Prophet  
Muhammad (pbuh) said:

Your brothers are your responsibility. Allah has made them under your hands. So 
whosoever has a brother under his hand, let him give him food as he eats and dress 
as he dresses. Do not give them work that will overburden them and if you give 
them such task, then provide them assistance.

(Al-Bukhari)

Sharia (Islamic Law) allows everyone the right to undertake any lawful 
activities. Employees should be treated with self-respect. An employer does 
not have any right to degrade others’ jobs. As mentioned earlier, the 
employer–employee relationship should be based on kinship. Hence, any 
relevant questions pertaining to job descriptions, salary, top-down relation-
ships, career development and promotional programmes need to be 
addressed effectively by both parties. Based on these aspects, the following 
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section proposes a conceptual framework for establishing the link between 
intrinsic motivation and job satisfaction, with implications for HRM prac-
tices and organisational effectiveness.

PROPOSED CONCEPTUAL FRAMEWORK

In the proposed framework, five determinants of intrinsic motivation are sug-
gested as a set of tools to measure the components of job satisfaction, and 
indirectly to find out the inner drive of the employees to perform jobs as a 
religious duty. Each of the proposed determinants is supported by quotations 
from the primary sources of Sharia. The five determinants are workplace envi-
ronment, training and development, employee engagement in the workforce, 
organisational support and proficiency in Islam. Each of these determinants is 
initially derived from the components under Maslow’s Hierarchy of Needs. 
As a result, for adequate workplace motivation, it is important that leaders 
understand which needs are most important for individual employee motiva-
tion. In this regard, Abraham Maslow’s model indicates that basic, low-level 
needs such as physiological requirements and safety must be satisfied before 
higher-level needs are pursued. The related determinants were chosen in the 
first place based on the needs of intrinsic values at the IBOs (see Figure 10.1).

The proposed framework of the intrinsic determinants that contribute 
towards job satisfaction in the IBOs is further illustrated in Figure 10.2. 
Justifications for their selection are further explained in the next few 
paragraphs.

Figure 10.1 Intrinsic values of IBOs, as derived from Maslow’s Hierarchy of Needs 
Source: Maslow (1943).
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Workplace environment
If houses for dwelling use are a must for humans, workplaces are the same 
for employees. From the management’s perspective, the physical workplace 
and its environment play a vigorous role in motivating employees to per-
form their work better. Ab Rahman (2006) considered the workplace envi-
ronment as a working space with a set of positive characteristics, including 
safety, health, cleanliness, less hazards, a convenient physical layout and an 
adequate emergency system. According to Chandrasekar (2011), money is 
not a sufficient motivator in encouraging the workplace performance 
required in today’s competitive business environment. Job satisfaction begins 
by first providing a positive workplace environment. A positive working 
environment will boost employees’ productivity and therefore their collec-
tive contributions to organisational effectiveness. Furthermore, when the 
environment is positive, the problems faced by employees who may have 
contributed to the decline in productivity, such as accidents at work, absen-
teeism, sick leave, loss of focus and loyalty to the company, can be overcome 
(Whitmore, 2015). In Islam, being a responsible employer even to their 
employees at the workplace is very important. The prophet said:

It is the responsibility of the master (employer), giving the work to his employees, 
what is easily made by him. They should not be given a job which causes their 
health to be affected.

(Narrated by Ibn Majah)

As was included in Maslow’s Hierarchy, safety also needs to be fulfilled 
before one can achieve job satisfaction. Therefore, the responsibility of an 
employer to provide better workplaces for their employees is also required 
in Islam, as is to boost the ‘inner drive’ of the employees directly through 

Job Satisfaction

Workplace
environment

Organisational
support

Employee
engagement

Training and
development

Proficiency In Islam

Figure 10.2 The intrinsic determinants of job satisfaction in Islamic contexts
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intrinsic motivation and overall satisfaction with what they are doing. The 
examples of good working environments may include a conducive work-
place, clean and fresh air, suitable layout of office arrangement, safety 
requirements, sport room facilities, prayer room and less hazards in the 
workplace. Gensler (2005) confirmed the impact of the workplace environ-
ment on improving productivity by 19 per cent, and 79 per cent of his 
respondents linked their environment to their job satisfaction. The research 
was based on a survey of 200 middle and senior managers in the legal, media 
and financial sectors in the UK. A prior study done by a group of research-
ers showed the same result as the previous study mentioned where the 
majority of the employees of Bank Islam Malaysia Berhad (BIMB) agreed 
that workplace environment was one of the main contributors to their job 
satisfaction (Mohd Noor et al., 2013).

Organisational support
Organisational factors also impact on job satisfaction. The facilities and sup-
port provided make the employees more comfortable in the organisation 
and reduce complaints, as organisational commitment is communicated by 
such components as insurance, medical assistance, training, educational sup-
port, recognition, recreation and study leave. The Value Attained Model 
(VAM), studied by Kreitner and Kinicki (2007) is based on the belief that 
satisfaction comes from the perception that one’s job fulfils an individual 
work value. Employers can improve their employees’ job satisfaction by 
encouraging them to take their holidays and have appropriate work–life 
balance (Westover et al., 2010). The concept of the Islamic paradigm of 
management has its origin in Al-Qur’an and the sayings and practices of the 
Prophet Muhammad (pbuh), who suggested that:

Those working with or under you are your brothers. Those who serve you have been 
made by God, subservient to you. So, whoever has his brother under his control 
should feed him from what he eats and give him clothes the like of which he wears; 
and do not impose on them a task which should be too hard for them, and if you 
impose on them such task, then help them.

In addition, Islam speaks about honesty, flexibility, justice, responsibility, 
accountability and fair work systems, and encourages acquiring skill and 
technology for excellence and continuous improvement in performance 
and job satisfaction of the team (Abbassi et al., 2010). Prophet Muhammad 
(pbuh) said,

When you hire, compensate the workers and treat them fairly.

Compensate the worker before the sweat dries.
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Employee engagement
Employee engagement is an assessment of an employee’s emotional com-
mitment to an organisation. It serves both employees and their employers 
well. Research conducted by Trenouth (2009) shows that employees who 
are committed in their work are likely to be more ethical, loyal, progressive 
in their careers and happier in their personal life. The employer gains signifi-
cantly through a reduction in layoffs and an increase in competitive advan-
tage among their employees that contributes to organisational effectiveness. 
Employees are more committed and have higher levels of their engagement 
when there is a process for them to contribute their ideas and suggestions. 
This gives them a sense of ownership and pride in their work. Capturing 
employees’ suggestions and ideas engages and improves employee motiva-
tion, creating a more productive satisfying work environment.

An Equity Model asserts that satisfaction is based on the perception of 
how fairly an individual is treated at work. This is largely based on how 
one’s own work outcome, relative to their input and effort, is compared to 
the input or output of others in the workplace (Kreitner and Kinicki, 2007). 
Islam is a religion that believes in freedom, justice and equality. Islam is an 
Arabic term meaning ‘peace and submission to the Will of Allah (God)’. 
Islam is a way of life that encompasses every aspect of a Muslim’s life at 
home and abroad, at all times. Fairness and equity are a part of that way of 
life. Allah said in the Al-Qur’an:

Give full measure when you measure out and weigh with a fair balance. This is fair 
and better in the end.

(17: 35)

If one sees that another is receiving equal or greater rewards for doing 
less work, the employer’s duty is to make an effort to seek their employees’ 
understanding, and to try to interact with the employees in a way that could 
help them to feel that they are being treated fairly (Westover et al., 2010). 
Today’s managers have to change their style of functioning in order to bring 
about effective changes in these aspects. They have to spend more time 
facilitating engagement with their employees rather than micro-managing 
them (Chandrasekar, 2011). This requires the delegation of adequate author-
ity to employees, the clarification of job responsibilities, increased account-
ability and the encouragement of teamwork.

To meet the standard, goal-oriented individual work consistently and 
effectively as a team, they share a common purpose and present with 
patience to perform consistently at a high level. The Islamic paradigm of 
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team management promotes consistent excellence in meeting job satisfac-
tion standards both in personal and collective efforts, and encourages 
improvement in all related fields. It also focuses on strengthening intrinsic 
ethical value, for example honesty, decency, truth and justice among the 
team members. Prophet Muhammad (pbuh) was also stern about Muslim 
employees working together as a team. In a hadith, he once said:

Faithful believers are to each other as the bricks of a wall, supporting and reinforc-
ing each other. So saying, the Prophet Muhammad clasped his hands by interlock-
ing his fingers.

(Al-Bukhari)

According to Zain (2015), the ‘interlocking fingers’ image represents 
how close ummah (believers) can stick to each other and how much stronger 
they can be, without allowing anything to fall through the ‘net’. Islam has 
always looked highly upon leadership as the head of teamwork, reminding 
ummah to select the best leaders, according to leadership qualities, and also 
to be good followers of such a leader. Criticising leaders is also allowed in 
Islam as long as it is conducted in a dignified manner. A leader is a human 
like everyone else. They have their own flaws and fears, no matter how 
intelligent they may be. Thus a good follower is also someone who can 
advise their leader when they see them doing wrong things. This can be 
done without insults and violence. In management, shura (consultation) is 
one of the Islamic principles of leadership, which instils brotherhood and 
also the fear of God. Shura will not allow a leader to make decisions based 
on their personal interests. Basically, shura comprises learned representatives 
from the community and acts as the consultative panels. By doing this, any 
disputes will be discussed in shura in order to ensure that all levels of the 
community are well-taken care of. Hence, leadership is a responsibility and 
not a luxury. Thus shura can be viewed as a tool to keep a leader on the right 
track in their leadership for the benefits of all nations.

Ahmed et al. (2010) observed a significant relationship between intrinsic 
motivation and job satisfaction. When an individual works based on Islamic 
ethics, the motivation, which comes from inside the individual seems to be 
better and more satisfying. It may be the intrinsic motivation which also 
results in the satisfaction (Haroon et al., 2012; Zaman et al., 2013). On the 
other hand, satisfied employees show more motivation than their colleagues. 
Employees satisfied with their job are often motivated at work (Machado 
et al., 2011). However, keeping employees happy in their workplace is hard, 
because happiness comes from within. Happy employees are satisfied and feel 
a sense of accomplishment in their work. They like themselves and what they 
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do, and they find satisfaction from their work, a sense that what they do is 
important and meaningful. Such feelings reduce stress, which is a major harm-
ful factor for productivity. This strength of inner character in the team mem-
ber guides them to the strong commitment to meet their objective (Abbasi 
et al., 2010). That is why IBOs are the most suitable platform to implement 
the above framework, which derives from the Islamic perspective:

O you who believe, Stand out firmly for justice, as witnesses to Allah, as against 
yourselves, or your parents, or your kin; and whether it be against rich or poor: For 
Allah can best protect both. Follow not the lusts (of your hearts), lest you swerve, 
and if you distort justice or decline to do justice, verily Allah is well-acquainted with 
all that you do.

(4:135)

Training and development
Training and development refer to the process of increasing the knowledge, 
skill, attitude, ability, aptitude and potential of employees for better job per-
formance and to accomplish the organisational goals (Flippo, 1984). Islamic 
training and development focus on purifying one’s soul (tazkiyah al-nafs). 
The Al-Qur’an encourages human beings to acquire knowledge, skills and 
technology and highly praises those who strive in order to earn a living. 
Indeed, humans’ basic qualification for being the representative of Allah on 
earth is to process knowledge. Allah said:

Are those who know equal to those who know not? But only they who are endowed 
with understanding, keep this in mind.

(58: 11)

Many organisations today are modelling their training towards the fulfil-
ment of individualised needs in order to enhance job performance (Smith, 
2006). A combination of training and development with proper execution 
and monitoring inculcate progressively the wealth of human capital consist-
ing of skills, knowledge, innovative ideas and positive attitude. The outcome 
is not merely a capable workforce or quality human capital, but also a wide 
spectrum of career enhancement opportunities. In the case of Malaysia, the 
formation of the Islamic Banking and Finance Institute (IBFIM), the Inter-
national Centre for Education in Islamic Finance (INCEIF) and the Malay-
sian International Islamic Centre (MIFC) are indicators as well as initiatives 
toward realising and supporting the importance of training and develop-
ment for the growth of Islamic financial management. The fast growth of 
Islamic-based financing and the diligent actions of government in 



Job satisfaction from an Islamic perspective 225

supporting financial institutions to adopt and practise banking services divi-
sions on Islamic principles sees the role of training becoming more critical 
in familiarising and understanding Islamic concepts and practices.

Thus training and development are considered essential ways for organisa-
tions to help their employees gain both generic or specialised knowledge and 
skills (Goldstein and Gilliam, 1990; Rosow and Zager, 1988). Training and 
development motivate people and make them more productive and innovative. 
Well-trained employees are more capable and willing to assume more control 
over their job. The amount and perceived helpfulness of training are both posi-
tively correlated with job satisfaction and affective commitment (Ismail, 2012). 
In contrast, it has a negative correlation in employees’ intentions to leave their 
organisations (Saks, 1996). In Islam, ummah are required to learn and teach.

Daniels (2003) suggested that training should not be regarded as a lux-
ury to be undertaken when time and budgets allow. Nor is it wise to think 
of training as remedial, as a matter of shoring up weak employees or fixing 
problems. Many organisations have already changed their mindset about the 
training function. They have seen for themselves that training is where skills 
are developed, attitudes are transformed, ideas evolved and the organisation 
reinvented. In the course of learning, skills will indirectly increase sales, 
build effective teams and improve quality, innovativeness and creativity. Thus 
employees create a new dimension of organisational culture. Islam places 
the emphasis on using wisdom and translating the theoretical into behav-
iours rather than solely relying on one’s theory.

Proficiency in Islam
Proficiency is commonly understood as doing more than the minimum 
requirement or what has only been asked (Abbasi et al., 2010). Alhabshi and 
Ghazali (1994) defined performance as proficiency. Proficiency, among 
other outcomes, means efficiency, which suggests greater productivity of 
goods and services. Employees who have performed in doing their job 
show high satisfaction and productivity as compared to those who do not. 
There are two types of people, one who performs their duties scrupulously 
but does not demonstrate any additional commitment, and others who push 
themselves beyond the call of duty. It is not enough for a person to be good 
at their work. They need to give it their every effort. They excel in showing 
care in its finishing touches and in how it is presented. According to Ahmad 
(2008), the term proficiency signifies the beauty or perfection of one’s 
behaviour. Proficiency relates to ihsan, which means doing a good job or 
doing a task in a proficient manner. As an Islamic concept, ihsan denotes the 
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divine presence, as indicated by the following hadith when the holy prophet 
was asked by the Allah about ihsan and he said:

That you worship Allah as if you see Him; for if you see Him not, surely He sees you.
(Narrated by Bukhari)

Ihsan is closely related to faith in God (iman) and fear of God (taqwa). In fact, 
it has been described as the beautification of faith and Islam. It indicates a 
state of sincerity in one’s conviction and practice. It embodies both faith and 
Islam, since the former relates to the conviction and the latter is more 
related to practice. Ihsan has at least three shades of meaning. The dictionary 
meaning includes right action, goodness, charity, sincerity and the like. Do 
the right things and increase efficiency. If employees in an organisation 
show good proficiency, understand what they are doing (fiqh) and know the 
impact of their good performance. This will increase an organisation’s prof-
itability, reduce waste and build a good reputation for the entire organisa-
tion. As a result, the stakeholders will become more satisfied. The second 
signifies proficiency and is derived from the hadith:

Verily Allah has prescribed proficiency in all things. Thus, if you kill, kill well; and if 
you slaughter, slaughter well. Let each one of you sharpen his blade and let them 
spare suffering to the animal he slaughters.

(Narrated by Muslim)

The proposed framework is considered timely in identifying factors which 
contribute towards job satisfaction, with a modification of Maslow’s Hierar-
chy (1943) in order to make it suitable for the Islamic way of management. 
Besides, the framework also can determine the level of job satisfaction of 
employees in IBOs based on empirical study. The importance of developing 
the inner drive of all employees is in no doubt. This is because most of the 
conventional approaches to motivation will only lead people to ask more 
from the management in fulfilling their ultimate desire (self-actualisation), 
which is normally translated into extrinsic rewards. For example, having a 
big house and a luxury car. Fail to fulfill one’s desire will lead to the discre-
tion of dissatisfaction of unlimited tangible human needs and wants. On the 
other hand, Islam emphasises commitment and dedication to work and 
intrinsic ethical values relate more closely to team commitment than extrin-
sic measures. Intrinsic motivation implies the intangible factors including the 
relationship between God and human (hablu minallah), and the relationship 
between human beings (hablu minannas). Both relations are extremely 
important to ensure long lasting satisfaction in life. This type of motivation 
results from the pleasure of work or the satisfaction of taking an action or 
even simply work itself (Zamani and Talatapeh, 2014). Starting with fulfilling 
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the need for a better workplace and giving knowledge pertaining to their 
work, the employees then are motivated to work eagerly at the workplace by 
engaging and seeking commitment between workers and employers in order 
to obtain internal satisfaction (Zaman et al., 2013). The last stage of intrinsic 
motivation refers to proficiency and it is intrinsically interesting and enjoy-
able, has a significant relationship with job satisfaction, and influences organ-
isational commitment and effectiveness (Hayati and Caniago, 2012).

CONCLUSION

Intrinsic motivation is an inner drive which reflects the internal aspect of 
individuals, rooted inside them. This motivation has a permanent effect and 
it is the spirit which helps individuals to consider themselves in a higher 
position compared to all creatures. With this type of motivation, an indi-
vidual enjoys internal satisfaction which has a more enduring and long-
term effect compared to the material (extrinsic) type. As discussed before, 
doing work for life and for the benefits of others are considered a form of 
worship. From an Islamic perspective, employees who work with this idea 
know that God observes them in whatever they do and believe that they 
will achieve real success in their eternal life or life after death. Thus intrinsic 
motivation is at the top of the list for Muslims because only spiritual moti-
vation can be a real force towards real success (Ghauri, 2009).

It is understood that there are difficulties in estimating or delivering new 
knowledge to academic researchers since it is intangible, and not many 
researchers have explored it in any depth. For this reason, exploring the way 
to ensure employee satisfaction in an organisation is very important because 
it leads to loyalty and ultimately organisational effectiveness. Employees are 
assets and resources of an organisation that are essential in achieving an 
organisation’s targets. An employee who is satisfied with their job may 
remain loyal to the organisation. Similarly, dissatisfied employees may have 
an intention to leave the organisation (Ramly et al., 2010).

According to Freeland (2013), employee satisfaction and engagement 
have proven to be an effective way to motivate employees to be more pro-
ductive, work harder and display more loyalty to their organisations. Hence, 
ensuring long-term employee satisfaction is a key to reduce the disruptive 
tendencies that could hamper organisational effectiveness such as low pro-
ductivity and frequent turnover. However, in achieving organisational effec-
tiveness (defined by Etzioni (1964) as ‘the degree to which an organisation 
realises its goals’) through HRM needs a wider framework that will take 
into consideration the external and internal approaches as suggested by 



Asia Pacific HRM and Organisational Effectiveness228

Bisig et al. (2007) in their study entitled Improving Organizational Effectiveness – 
Theoretical Framework and Model. Subsequent empirical research will look for 
representative data gathered from the local IBOs to identify the possible 
connection between intrinsic factors and job satisfaction as proposed in the 
framework presented earlier in this chapter.
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CHAPTER 11

Conclusion: the human resource 
management–organisational 
effectiveness link: overview  
and the role of HR practitioners
C. Rowley, A. Nankervis, N.M. Salleh

INTRODUCTION

As we stated in Chapter 1, the contributions of human resource (HR) func-
tions and practitioners and HR management (HRM) systems and processes 
to organisational effectiveness has been less focused on Asia. Our book explores 
this subject and region both conceptually and empirically. Accordingly, our 
book adds to the literature and strategic HRM (SHRM) on this important 
topic and the differences and similarities between these linkages in Asian 
and Western contexts using diverse countries, sectors and organisations, 
including multinational companies (MNCs).

This chapter has twin aims. First we reiterate our individual contribu-
tions, before exploring HRM more broadly and the developmental role of 
HR practitioners on organisational effectiveness more specifically.

OVERVIEW OF CONTENT

A quick reminder of the logic and content of our book follows. We divided 
the chapters into three parts. The first part comprised two conceptual chap-
ters and explored broad contextual issues impacting on the HRM and 
organisational effectiveness relationship in different regions and organisa-
tions. Chapter 2 overviewed the challenges and opportunities associated 
with the formation of the new Asian Economic Community (AEC) to 
reveal ‘winner’ and ‘loser’ economies. Thus Singapore had significant attrac-
tion and retention opportunities relative to Malaysia, Thailand, Indonesia 
and the Phillipines, but possibly struggled to retain its advantages against 
Australia and New Zealand due to their attractive employment conditions 
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and lifestyle issues. The HRM and organisational effectiveness relationship 
will be a crucial factor in the projected increases in labour mobility envis-
aged by the AEC.

Chapter 3 presented a different macro-perspective on HRM and organ-
isational effectiveness. Through an intra-psychic lens it examined the trans-
ference of Western theories of emotional intelligence (EI), mindfulness and 
neurobiological science to Asian cultures and HRM practices given the 
significant cultural differences in emotional expression between them. It 
considered the application of these concepts to teamwork, job performance, 
productivity, leadership and overall organisational performance and found 
EI enabled better assessment and moderation of contingencies while mak-
ing decisions.

The second part had five chapters on HRM roles and competencies and 
organisational effectiveness in Asian countries. Chapter 4 took a broader 
approach, and analysed corporate social responsibility and unethical prac-
tices during and after the 2008 global financial crisis in the Australian bank-
ing sector. This showed how unethical behaviours eroded stakeholders’ 
(employees’ and customers’) commitment and engagement, with conse-
quences for organisational effectiveness and how HRM practices could be 
enhanced through attention to and reinforcement of ethical behaviours.

The next three chapters focused more on the relationship between 
HRM roles and competencies and organisational effectiveness. Chapter 5 
explored the HRM ‘strategic business partner’ (SBP) role in Indian MNCs. 
It argued that SHRM was most productive when it encompassed the three 
key components of ‘strategic agility’ (external fit), ‘knowledge management’ 
and ‘management development’ (internal fit). It concluded that the SBP role 
was especially critical for MNCs operating in complex and dynamic busi-
ness environments.

Chapter 6 analysed HRM’s ‘evolution’ in stages from an administrative to 
a more strategic role and the associated contributions to organisational effec-
tiveness in three Asian economies. It found that while there were differences 
in the forms and applications of SHRM across diverse ownership and sector 
types, overall most HR roles remained primarily the ‘functional HRM spe-
cialist’, having progressed from purely ‘administrative expert’ roles but not yet 
developed fully as SBPs. It identified differences between countries, sectors 
and organisational types and concluded that HRM is in a transitional phase.

Chapter 7 analysed the application of concepts of HRM devolution 
and social capital to the links between HRM, line managers and 
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organisational effectiveness. Using the example of hospitality resorts in the 
Maldives, this chapter explored how these managerial relationships 
enhanced HRM practices and organisational effectiveness. It concluded 
that there was an ‘interaction effect’ between HR professionals and line 
managers.

Chapter 8 focused on the relationships between SHRM and work qual-
ity in Australian organisations. Using a four-dimensional analytical frame-
work of job prospects, intrinsic job quality, extrinsic job quality and working 
time quality, it demonstrated that organisational effectiveness had both qual-
itative and quantitative components and associated work quality with well-
being from the employee perspective. Good work quality (on all four 
dimensions) was likely to result in higher productivity and organisational 
effectiveness, as seen in lower rates of employee turnover, absenteeism and 
tardiness and improved well-being.

The third part contained two complementary chapters which analysed 
the influences of Asian employee relations and Islamic traditions on the 
HRM and organisational effectiveness link. Chapter 9 explored trade union 
relationships with members and the government in Malaysia. To determine 
if trade union strength could be developed through its members relation-
ship capital theory was used to identify if it could create a strong bond with 
members. It analysed the effectiveness of unions in relation to their repre-
sentation of the collective ‘voice’ of members needs, particularly in negotia-
tions over salary, security and safety and whether they assisted in the 
satisfaction of employees’ self-esteem and self-actualisation needs. It ques-
tioned whether unions could be strengthened through the facilitation of 
expressions of member ‘voice’.

Chapter 10 provided a conceptual framework for the analysis of job 
satisfaction from an Islamic perspective. Using Western notions of extrinsic 
and intrinsic job satisfaction determinants the chapter explored how they 
were applied in Islamic organisations. Intrinsic determinants were the moti-
vation to actively engage in learning activities out of curiosity, interest or 
enjoyment in order to achieve intellectual and personal goals. Intrinsic fac-
tors focused on the non-materialistic goals. Examples of Islamic concepts 
and principles demonstrated the differences and similarities with Western 
counterparts within and outside these countries. It concluded that Islamic 
organisations were more likely to favour intrinsic rather than extrinsic 
approaches towards job satisfaction, with emphases on religious values and 
personal and community services.
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Overall, our chapters indicated several important points in the HRM–
organisational effectiveness relationship. One is the key issue of the role of 
HR practitioners themselves. We now locate this in its HRM context.

OVERVIEW OF THE ROLE OF HRM AND HR  
PRACTITIONERS

Marchington (2008) argued that HRM’s key role was to ‘balance the com-
peting needs of different constituents … and to solve problems’ (p. 4). He 
provided a categorisation of broad HRM competencies as ‘a sound under-
standing of how institutions and markets shape people management and 
organisations; very strong technical knowledge of HR practice and pro-
cesses’ (p. 16). Hall and Fourie (2007) similarly summarised overall HRM 
roles as ‘creators or drivers of the business’ which required an ‘understanding 
of the internal and external stakeholders’ (p. 54).

Challenges to HRM include strategic decision-making, culture man-
agement, fast change and market-driven connectivity (Brockbank and 
Ulrich, 2003) as well as clearly and robustly ‘proving’ the added-value of 
HRM practices and HR practitioners. Much HRM research focuses on 
establishing linkages between HRM and organisational performance, a key 
driver in competitive advantage. Competitive advantage can derive from the 
optimal utilisation of internal organisational resources (Wright et al., 2001), 
notably HR or human capital, ensured through the alignment of HRM 
strategies and processes and overall business strategies (Brockbank and 
Ulrich, 2003; Boudreau and Ramstad, 2003). This is the key assumption 
underlying taxonomies of HR roles and competencies, which together 
facilitate such successful alignments.

However, not all organisational stakeholders are equally important in 
this pursuit and, therefore, diverse HR approaches and competencies may 
be required, not only for different countries, industries and organisations, 
but also for the ‘lifecycle’ stage within them. It might also be inferred that 
not all HR professionals will possess or require all of the designated compe-
tencies and that sector and business development stages will demand differ-
ent sets of HRM skills and competencies.

VARIATIONS IN HR PRACTICE AND PROFESSIONALS

One key variable in the policies and practice of HRM is business strategy 
and its obvious organisational variations (see Rowley, 2003; Rowley and 
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Harry, 2011; Rowley and Jackson, 2011). Many taxonomies have been dis-
tinguished. These include those in so-called lifecycle models (such as 
Kochan and Barocci, 1985), with ‘Start-Up’, ‘Growth’, ‘Maturity’ and 
‘Decline’ phases. Porter (1985) had ‘Cost Reduction’, ‘Quality Enhance-
ment’ and ‘Innovation’ strategies. The earlier strategies of ‘Defender’ and 
‘Prospector’ (Miles and Snow, 1978) were developed into ‘Internal’ and 
‘Market Type’ employment systems (Delery and Doty, 1996). Grubman 
(1998) aligned HRM practices to strategic styles labelled ‘Products’, ‘Oper-
ations’ and ‘Customers’. Each of these strategy types have radically different 
implications for HRM and HR practitioners.

HRM theorists have identified the key roles and competencies which 
define their strategic, policy and operational functions (Brockbank et al., 
1997; Boudreau and Ramstad, 2003; Carroll, 1990; Tyson and Fell, 1986; 
Wright et al., 2001). It can be seen that, on the one hand, HRM strategies 
and processes should represent an amalgam of responses to the chal-
lenges of the external business environment and internal company 
imperatives, while on the other that all HRM functions should be inte-
grated with each other (horizontally) and with HRM strategies 
(vertically).

However, labels often cover a myriad of meanings and practices. In the 
area of people management and HRM this is certainly the case. So, what 
has often emerged are a range of titles and names to capture the radically 
different roles and jobs HR practitioners do. For example, Renwick 
(2003) suggested three HR manager roles of ‘Policy Makers’, ‘Advice Pro-
viders’ and ‘Administrators’. One useful early schema to recall is the 
framework developed by Tyson and Fell (1986) of different types of 
‘people manager’. Using variations in simple variables such as ‘discretion’ 
(low to high) and ‘planning horizon’ (short to long term), a trio of prac-
titioner types each with distinctly different roles were distinguished. These 
were ‘Clerk of the Works’ (services junior line managers; administrative 
support; follows routines; looks for leadership from others), ‘Contracts 
Manager’ (services and advises middle managers; provides knowledge of 
systems/practice; follows systems but modifies to some extent; gives lead-
ership within existing structures) and ‘Architect’ (consultant to senior 
managers; conceptualiser, inventiveness, problem-solver; changes routines/
systems as necessary; copes rapidly with change; leads/participates with 
top management).

Another example is Ulrich (1997), whose HRM roles were ‘Strategic 
Partner’, ‘Change Agent’, ‘Employee Champion’ and ‘Administrative 
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Expert’. Iterations of his study, conducted in 2002, 2007 and 2012, led to 
extensive revisions. One study (2012) canvassed 20,000 respondents (HR 
and non-HR managers) in ten countries and resulted in HR roles of 
‘Strategic Business Partner’, ‘Capability Builder’, ‘Change Champion’, 
‘Technology Proponent’, ‘HR Innovator and Integrator’ and ‘Credible 
Activist’ (Ulrich et al., 2013: 24).

We can add to this analysis of HR practitioner types by recalling and 
applying to HRM the seminal work of Katz (1955) with its useful 3 × 4 
matrix/grid of skill requirements. This had three broad, general skills labelled 
‘Technical’, ‘Human’ and ‘Conceptual’ and four job levels of ‘Individual 
Producer’, ‘Supervisor’, ‘Middle Manager’ and ‘Senior Executive’. Of course, 
while skills were listed independently, they are interrelated when applied to 
managerial problems. Nevertheless, the relative importance of these skill 
groups shifted between job levels and with seniority came, roughly, the need 
for more human skills, taken as the ability to work cooperatively and be a 
team player, communicate effectively and resolve conflicts.

Variations in HR professionals may also occur due to the organisation’s 
operational context. We can illustrate this point by considering and apply-
ing the underpinnings of the framework of leadership skills in Asia of 
Rowley and Ulrich (2012a, 2012b). They argued that being an effective 
leader was a mix of factors, the ‘3Cs’ (‘Context’, ‘Culture’, ‘Competence’) 
(see Figure 11.1). Some HR practitioners, as detailed in the above typolo-
gies, will themselves be leaders of course, as well as, in the jargon, 
‘followers’.

The first factor, ‘Context’, is the philosophical country context that 
shapes how people think and act. Philosophical approaches which underlie 
behaviour and differences show up in Western versus Asian approaches to 
business (see Table 11.1). Those from the West assigned to work in Asian 
organisations need to be aware of their biases and to adapt to Asian phi-
losophies. Similarly, those from Asia who only do things the ‘Asian way’ 
will be less able to respond to global pressures. Yet Asians who give into the 
‘Western way’ will totally lose sight of their heritage and be inattentive to 
their cultural uniqueness.

The second factor, ‘Culture’, is the unique company culture challenges 
faced in a particular context. An organisation’s culture can start with its 
strategic challenges. Organisations competing on price need to build cul-
tures of efficiency and cost containment. Organisations competing on inno-
vation need to build cultures of risk-taking and experimentation. Some 
Asian organisations are shifting from low-cost production of global goods 
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to innovative products and services and face demographic trends impacting 
on labour force supply. Given this, cultural dimensions to consider include 
the following six.
 1.  Paternalism – Asian context and organisation cultures tend to be hierar-

chical and the leaders paternalistic, accepting personal responsibility for 
the well-being of employees. Asians need to balance hierarchical control 
through paternalism with employee autonomy that comes from 
independence.

 2.  Time – Asian mindsets focus more on long- rather than short-term goals. 
Partly because of financing through debt (convincing a few investors to 
support them) over equity (showing profits to convince many unknown 
investors to invest), Asians take longer-term views. HRM systems also 
need to reflect these imperatives.

 3.  Benevolence – Asian countries and companies have cultures of deference 
within the hierarchy and an emphasis on teamwork and conformity to 
shared behavioural expectations. Outspoken employees rarely challenge 
seniors and such behaviour is discouraged. Such traditions may restrict 
organisational effectiveness, especially with respect to innovation. Hence, 

Context 

Philosophical views that 
shape norms and patterns in 

countries 

Culture 

Company unique 
culture and practices 

Competence 

Leader’s personal style, 
traits and 

predispositions 

Leaders 

Thoughts and 
actions 

Figure 11.1 Factors affecting effective leadership. Source: Rowley and Ulrich (2012b).
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managers will need to design internal communication mechanisms by 
means of which employees are encouraged to share their ideas without 
compromising manager–employee relationships.

 4.  Collaboration – Asian culture encourages collaboration, mutual support 
and banding together to achieve common goals. Differences of opinion 
are not encouraged and if voiced, are done so privately and respectfully. 
Public confrontations – including potentially constructive differences of 
opinion – are discouraged. Again, the advantages of these cultural fea-
tures will need to be balanced with opportunities for individual endeav-
our and recognition.

 5.  Relationships – Asians learn the importance of ‘good connections’ (guanxi) 
as such relationships matter as much or more than technical expertise. 
Many of these relationships are forged through extended family ties, 
education or early in careers. In particular, relationships with govern-
ment officials and agencies are crucial.

Table 11.1 Differences in Western and Asian business approaches 
Western Asian

Time horizon Short term – how Long term – future
Strategy Leading to allocation of 

resources today
Leading to positioning the 

firm for the future
Management 

philosophy
Management by objec-

tives
Management by shared 

mindset
Decision-making Fast to decide, longer to 

sell and implement
Slow to decide, quick to 

implement
Accountability Personalised and focused 

on ‘I’
Shared and focused on ‘we’

Work Linear and focused on the 
task at hand

Cyclical and focused on the 
context in which work is 
done

Career orientation Generalist Specialist
Rewards High pay gap between 

senior executives and 
employees

Pay often based on 
performance

Lower pay gap between 
senior executives and 
employees

Pay often based on tenure 
and position

Leadership 
philosophy

Hands on, walking ahead 
of people

Hands off, walking behind 
people

Philosophical 
schools

Christianity Buddhism, Confucianism, 
Hinduism, Islam, Taoism, 
Han Fei

Adapted from Rowley and Ulrich (2012b).
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 6.  Organisation – the three archetypes with different requirements are as 
follows:

 –  Private owned enterprises – smaller start-ups commonly family run. 
Some have grown and shifted to professional management but they 
still have embedded family cultures.

 –  State-owned enterprises – large, government-owned and dominating 
the infrastructure (construction, telecommunication, education, util-
ities, finance). These need to adapt to changing conditions and make 
the bureaucracy more adaptable.

 –  Multinational corporations – large organisations headquartered outside 
of Asia and doing business in Asia and Asian organisations doing 
business globally. These face challenges of adapting practices from 
one Asian context to another.

The third factor, ‘Competence’, relates to personal characteristics. There 
have been numerous studies about whether leaders are ‘born or bred’. These 
studies look at who leaders are, what they know and what they do as driven 
by their heritage versus their ability to learn. While some research implies 
leaders do have pre-dispositions that influence how they think and act, 
other research also implies leaders can learn to think and act differently if 
they consciously choose to do so. These findings give insights into what an 
individual needs to recognise to be effective in HRM. When people are 
self-aware of their predispositions, they are able to apply or adapt them to 
their required results. This can be applied to HR practitioners. This clearly 
indicates that even those managers with the same HR title may be radically 
different in what they do, what is expected and their skills.

CONCLUSION

Our focus on the HRM and organisational effectiveness link and relation-
ships and the influences on them in the Asia Pacific region has yielded three 
key themes. First, there are the implications of ongoing global and regional 
transformation, including changing governmental policies, demographic 
profiles, economic shifts and social perspectives. These will inevitably affect 
Asia Pacific organisations with respect to both their changing measures of 
and criteria for ‘effectiveness’ and the associated HRM strategies, roles and 
competencies required to deliver them. The studies in our book suggest that 
the latter are dynamic and transitional in all of the countries studied and 
that there are significant variations between countries and between organ-
isational types.
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Second, organisational effectiveness is a complex concept that contains 
both quantitative and qualitative components which are inexorably inter-
twined and embrace multiple internal and external stakeholders. Hence, 
HRM researchers and professionals will need to develop more sophisticated 
modelling systems and measures which will enable more precise identifica-
tion and subsequent justification of the links between HRM and organisa-
tional effectiveness.

The final theme is the importance of particular regional and country 
contexts on HRM theory and practice. It can no longer be assumed that 
US-biased and ethnocentric universalist HRM approaches are desirable or 
feasible in diverse economic, social, cultural or political environments. The 
debate over ‘convergence versus divergence’ in HRM has played an impor-
tant part in reinforcing our understanding of this issue. However, we need 
to move further towards the recognition that HRM systems and practices 
need to be responsive to, and to be transformed by, local traditions as well as 
by global pressures and opportunities. Therefore, while we may use Western 
HRM models and frameworks to analyse HRM strategies, systems and roles 
in Asia Pacific countries, we should also be prepared to amend them accord-
ing to practical experience and growing empirical evidence such as we have 
presented in this book.
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