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1 The Concept of Strategic
European Human Resource
Management

Wolfgang Mayrhofer, Chris Brewster and
Michael Morley

INTRODUCTION

This book is about developments in the arca of Human Resource
Management (HRM) in public and private organisations in European
countries. The basic data used for the chapters in this book were
collected within the Cranfield Network on European Human Resource
Management (Cranet-E). What was originally called the Price Water-
house Cranfield Project and began in 1989 with five countries is now a
research network consisting of 20 European and five non-European
countries trying to analyse HRM issues in a national, cross-national
and (quasi-)longitudinal way. The network, which is co-ordinated by
the Centre for European Human Resource Management at Cranfield
School of Management in the UK, consists of HRM experts from a
leading business school or university department in each of the parti-
cipating countries. Further details can be found at the web-page of
Cranet-E  (http://www.tu-dresden.de/wwbwlpew/cranfield/index.htm).
These colleagues work together to collect comparable data from the
senior Human Resources (HR) person in a representative cross section
of organisations in each country in order to analyse and understand the
similarities and differences they identify in that data. So far there have
been four major rounds of the survey with more countries involved in
each round: over 20000 responses have been collected including over
6000 in the latest round. Full details of this research are given in Part VI
on ‘Research in Comparative Human Resource Management’ and we
have avoided repeating these details here or in any of the other
chapters. Table 1.1 highlights the history and the development of
Cranet-E.
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Table 1.1 Member countries and years of surveys of Cranet-E

Participation in year of survey

Country 1989  1990/91 1992 1993 199596  1997/98

Germany (West) ° °
Germany (East)
France

Spain

Sweden

UK

Danmark

Italy
Netherlands
Norway
Switzerland
Finland

Ireland
Portugal
Turkey

Austria .

Czech Republic .

Greece °
Belgium .
Australia

Bulgaria

Hungary

Poland

Japan

New Zealand

e %* O o o o

* In preparation.

In addition, smaller groups within the network carry out other com-
parative research programmes, funded by Research Councils, the Euro-
pean Commission, the British Council and related bodies, major
consultancy organisations and groups of employers. In the last few
years these projects have examined a range of different topics, e.g.
national differences in management styles; flexible working practices
(three projects: one analysing the statistical data from 14 countries; one
in-depth ideographic study in three countries; one study of short-term
employment); the role of the line manager in HRM; communication
and consultation in European organisations; training, development
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and learning in Europe; and the effects of the changing organisation of
the European postal sector on employment.

DIFFERENT PARADIGMS IN HRM

Along with being done differently, things are also conceptualised dif-
ferently in different countries. In the area under consideration in this
book this includes both differences in the way HRM is conducted and
the research traditions through which it is explored. These differences
result in two different, ‘ideal type’, paradigms for research into HRM.
These can be termed the universalist and the contextual paradigms. The
term paradigm is used here in Kuhn’s (1970) sense as an accepted
model or theory, but with the clear implication that different research-
ers may be using competing models or theories. It is to some degree the
difference between these paradigms which has led to the confusion
noted by many (Conrad and Pieper, 1990; Guest, 1992; Singh, 1992;
Storey, 1992; Boxall, 1993; Dyer and Kochan, 1994; Goss, 1994; Mar-
tell and Caroll, 1995) in the appropriate subject matter of HRM.

Our attempt to distinguish different paradigms is not unique: it
mirrors those developed in Delery and Doti (1996) — and perhaps
unfortunately shares a similar sounding, though differently defined,
terminology — and in Wright and McMahan (1992). It is distinguished
from them by contrasting a firm-internal with a firm-external perspect-
ive and by the linkage with methodology (see below). The aim here is
not to categorise the different research perspectives used in studying
HRM, but to identify the different paradigms which underlie these
perspectives.

The universalist paradigm, which is dominant in the USA, but is
widely used in many other countries, is essentially a nomothetic social
science approach: using evidence to test generalisations of an abstract
and law-like character. As in other related areas of the social sciences
the universalist paradigm tends towards acceptance of convergence. In
the organisational studies area, for instance, the Aston School argued
strongly that context made little difference and only organisational
characteristics mattered (Hickson et al., 1974; Pugh and Hickson
1976; Hickson et al. 1979; Hickson and Macmillan, 1981). Although
the Aston school and the contingency approach to organisation theory
as a whole conceptually was open to various situational factors of the
internal and external environment, in practice its research limited itself
to a rather small segment of factors such as size, competitive structure,
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or environmental dynamics. Beyond that, this notion of the concept,
implicitly, and consequently empirically, assumed that there is a quasi-
deterministic link between situational characteristics and organisa-
tional structure, leading to the tacit conviction that there is a one-
best-way of organising towards efficiency.

Closer to our own area of interest, Locke and Kochan (1995, pp.
380-1), who we will claim for the contextual paradigm later, ask
whether national systems still exist or whether sector or company
systems are taking over as industrial relations, for example, is increas-
ingly decentralised.

This paradigm assumes that the purpose of the study of our area of
the social sciences, HRM, and in particular ‘strategic’c HRM, SHRM
(Tichy et al., 1982, Fombrun, et al., 1984; Ulrich 1987, Wright and
Snell 1991; Wright and McMahan 1992), is to improve the way that
HR are managed strategically within organisations, with the ultimate
aim of improving organisational performance, as judged by its impact
on the organisation’s declared corporate strategy (Tichy et al 1982;
Huselid, 1995), the customer (Ulrich, 1989) or shareholders (Huselid,
1995; Becker and Gerhart, 1996; Becker et al. 1997). Further, it is
implicit that this objective will apply in all cases. Thus, the widely
cited definition by Wright and McMahan states that SHRM is ‘the
pattern of planned human resource deployments and activities intended
to enable a firm to achieve its goals’ (1992, p. 298). The value of this
paradigm lies in the simplicity of focus, the coalescing of research
around this shared objective and the clear relationship with the
demands of industry. The disadvantages lie in the ignoring of other
potential focuses, the resultant narrowness of the research objectives,
and the ignoring of other levels and other stakeholders in the outcomes
of SHRM (Guest, 1990; Poole, 1990; Pieper, 1990; Bournois, 1991b;
Legge, 1995; Brewster, 1995; Kochan, 1997).

Methodologically, the mechanism generally used to research this
form of SHRM is deductive: to generate carefully designed questions
which can lead to proof or disproof, the elements of which can be
measured in such a way that the question itself can be subjected to
the mechanism of testing and prediction. Built in to this paradigm is the
assumption that research is not ‘rigorous’ unless it is drawn from
existing literature and theory, focused around a tightly designed ques-
tion and contains a structure of testing that can lead on to prediction.
Literature in this paradigm often, therefore, follows a consistent struc-
ture and is often statistically based.! The research base is mostly
centred on a small number of private sector ‘leading edge’ exemplars
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of ‘good practice’, often large multinationals and often from the man-
ufacturing or even specifically the high-tech sector.

The strength of the approach is that good research based upon it
tends to have a clear potential for theoretical development, it can lead
to carefully drawn research questions, the research tends to be easily
replicable and research methodologies sophisticated, and there is a
coherence of criteria for judging the research. Of course, in any particu-
lar case, inappropriate techniques or dubious lines of causality can
negate much of the value of this form of research (see Gerhart, 1997).
Even where the data and analysis are sound, however, a disadvantage
of this paradigm, perhaps of the US research tradition in particular, is
that the pressure to publish and the restricted nature of what is accept-
able has led to much careful statistical analysis of small-scale, often
narrow, questions whose relevance to wider theoretical and practical
debates is sometimes hard to see. This has been summed up, by an
American commentator, in the notion of the ‘drunkard’s search’ —
looking for the missing key where visibility is good, rather than where
the key was lost.

The contextual paradigm® by contrast is idiographic, searching for an
overall understanding of what is contextually unique and why. In our
topic area, it is focused on understanding what is different between and
within HRM in various contexts and what the antecedents of those
differences are. Among most researchers working in this paradigm, it is
the explanations that matter — any link to firm performance is second-
ary. It is assumed that societies, governments or regions can have HRM
practices and policies as well as firms. At the level of the organisation
(not firm — public sector organisations are also included) the organisa-
tion’s objectives (and therefore its strategy) are not necessarily assumed
to be ‘good’ either for the organisation or for society. There are plenty
of examples where this is clearly not the case. Nor, in this paradigm, is
there any assumption that the interests of everyone in the organisation
will be the same; or any expectation that an organisation will have a
strategy that people within the organisation will ‘buy in to’. It is argued
here that not only will the employees and the unions have a different
perspective to the management team (Kochan et al., 1986; Barbash
1987; Keenoy, 1990; Storey, 1992b; Purcell and Ahlstrand, 1994;
Turner and Morley, 1995), but also that even within the management
team there may be different interests and views (Hyman, 1987; Kochan,
et al., 1986; Koch and McGrath, 1996). These, and the resultant impact
on HRM, are issues for empirical study. As a contributor to explana-
tion, this paradigm emphasises external factors as well as the actions of
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the management within an organisation. Thus it explores the import-
ance of such factors as culture, ownership structures, labour markets,
the role of the state and trade union organisation as aspects of the
subject rather than external influences upon it. The scope of HRM goes
beyond the organisation: to reflect the reality of the role of many HRM
departments, particularly in Europe, for example, in lobbying about
and adjusting to Government actions, in dealing with equal opportun-
ities legislation or with trade unions and tripartite institutions, etc.
This paradigm is widespread in the UK and Ireland, Australia and
New Zealand and in many of the northern European countries, but has
some adherents in North America. Furthermore, if one were to judge
by the journals and newsletters put out by the HR societies and con-
sultancies, the interests of many HR practitioners in the United States
are in many of the same legislative and labour market areas as those in
Europe. This seems to apply particularly to the US public sector where,
perhaps, the pressures of compliance are greatest. Interestingly, there
are increasing calls from North Americans for a contextual paradigm
or, to be precise, approaches which have considerable resonance with
this paradigm, to be used in the USA (see, for example, Dyer, 1985;
Schuler and Jackson, 1987; Dyer and Kochan, 1995; Kochan, 1997).
Methodologically, the research mechanisms used are inductive. Here,
theory is drawn from an accumulation of data collected or gathered in
a less directed (or constrained) manner than would be the case under
the universalist paradigm. Research traditions are different: focused
less upon testing and prediction and more upon the collection of
evidence. There is an assumption that if things are important they
should be studied, even if testable prediction is not possible or the
resultant data are complex and unclear. The policies and practices of
the ‘leading edge’ companies (something of a value-laden term in itself)
which are the focus of much HRM research and literature in the
universalist literature are of less interest to contextualists than identify-
ing the way labour markets work and what the more typical organisa-
tions are doing. Much more work in, for example, Europe is, therefore,
based on finding out and understanding what is happening. There is a
stronger tradition of detailed idiographic studies and of large-scale
survey work, both of which lend themselves to analyses of the different
stakeholders and the environmental complexity of organisations. Sim-
ilarly, research in Europe is more often focused on the services sector or
the public sector of employment than is the case for HRM research
work in the USA. Research there seems to evidence an interest in the
manufacturing sector which is not only wholly disproportionate to its
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share of employment but is also often discussed as if it is the whole of
the economy — or at least the only sector of interest to specialists in
HRM.

In Europe much of the research is located squarely in the contextual
paradigm, concerned to develop a critique of the relationship between
owners and/or managers and the employees and the society in which
the organisations operate; and there is less likelihood of the researchers
assuming that the purposes of the powerholders in the organisation are
unchallengeable and that the role of research is to identify how their
HRM contributes to those purposes.

It is quite obvious that the differentiation between the universalist
and the contextual view of HRM is part of a larger discussion about the
possibilities and the ways of gaining knowledge in general and scientific
knowledge in particular. Occidental thinking for a long time has been
characterised by a basic dichotomy which can be expressed in the
following way: ‘There is an uneasiness that has spread throughout
intellectual and cultural life. It affects almost every discipline and
every aspect of our lives. This uneasiness is expressed by the opposition
between objectivism and relativism, but there are a variety of other
contrasts that indicate the same underlying anxiety: rationality versus
irrationality, objectivism versus subjectivity, realism versus antirealism.
Contemporary thinking has moved between these and other related
extremes’ (Bernstein, 1983, p. 1). Possibilities and limits of gaining
knowledge about reality are subject to different basic assumptions
about the world and its accessability. Often in a simplistic notion
these basic differences are linked to certain research methods and,
therefore, called quantitative and qualitative approaches. However,
this i1s much too simple, since the differences are not in the area of
methods but are linked with basic epistemological and methodological
positions: heuristic, interpretative ways of gaining knowledge on the
one side and critical-rationalism and positivism on the other side.

The universalist and contextualist approaches are true paradigms in
Kuhn’s sense that they are in general unchallenged and are often held
to be unchallengeable. Those researching in these paradigms are them-
selves often unaware of any alternatives. Like the fish’s knowledge of
water, these researchers not only see no alternatives but also do not
consider the possibility that there could be any. Thus, as a small
example, many of the papers published in the European journals
make almost no reference to US texts — and vice versa. Some of those
who become aware of the alternative paradigm respond, as the students
of paradigms would expect, by denying the value of the alternative:
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universalists arguing that, ‘if it doesn’t lead us to be able to say some-
thing that will help firms to become more effective, what use is it?” and,
‘if you can’t measure it’, you can’t research it’; contextualists arguing
against, ‘managerialist sub-consultancy’ and, ‘the narrow, overly stat-
istical, chase for tenure’.

This is particularly unfortunate: just as the debate between the two
paradigms can be depressingly sterile, or can lead to research which
combines the worst of both, so the alternative can be stimulating and
challenging. Insights from one paradigm can be powerful in the other;
research in one paradigm can lead to lines of development in the other.
In discussion of the closely related nomothetic and ideographic con-
cepts of research Galtung (1990, p. 108) argues that ‘although dramat-
ically different, these should not be seen as antithetical, irreconcilable
or mutually exclusive’. Thus, not only do we get different insights and
findings from each paradigm, which overall strengthens our under-
standing of HRM and SHRM, but also the possibility that the chal-
lenge provided by these alternative paradigms can improve research in
both is exciting. So the universalist tradition can include more import-
ant questions, take greater note of the environmental constraints and
be more challenging in its approach to the multiple stakeholders within
the organisation and beyond. And the contextual paradigm has much
to learn from the tighter definition of research questions, more careful
measurement and the more extensive use of statistics.

On the methodological front, the debate between these two leading
paradigms in the field informs the rationale for research but says little
about methodological tools. From either perspective the key question
in research is what the research is trying to explain: different kinds of
methodologies will be appropriate for different issues and there is much
to be gained by drawing insights from different techniques (Jick, 1979).

This is not to argue for a melding of the two paradigms. Such a
development is not only impossible, but also undesirable. There are
different strengths in each paradigm and we can learn most by drawing
on the best of both traditions”.

OF NATURE LEVEL AND ACTORS

Contrasting these two different paradigms affecting the study of HRM
and SHRM highlights three issues: the contested nature of the concept
(what we are studying); the levels at which it can be applied (the range
of our studies); and the actors concerned (who is involved).
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The nature of HRM

Arguably, there is less room for debate in the universalist paradigm
about the nature of what is being studied: there is greater coherence
among the US universalist, for example, about what constitutes ‘good’
HRM: a coalescing of views around the concept of ‘high performance
work systems’. These have been characterised by the US Department of
Labor (1993) as having certain clear characteristics: careful and extens-
ive systems for recruitment, selection and training; formal systems for
sharing information with the individuals who work in the organisation;
clear job design; local level participation procedures; monitoring of
attitudes; performance appraisals; properly functioning grievance pro-
cedures; and promotion and compensation schemes that provide for
the recognition and financial rewarding of high performing members of
the workforce. It would appear that, while there have been many other
attempts to develop such lists, and they all differ to some degree, the
Department of Labor list can be taken as an exemplar of the univer-
salist paradigm: few researchers (or commentators or consultants) in
the universalist tradition of HRM would find very much to argue with
in this list.

The list is drawn from previous attempts to identify good practice in
HRM. Mahoney and Deckop (1986) identify six elements that consti-
tute HRM. In Europe, Beaumont 1992 finds five; and Storey (1992a)
identifies 15 different practices. Many of the items in these lists are
similar or are subsets of each other. Guest (1987) was one of the first to
summarise his conception of what makes HRM distinctive (integrated
into the general coordinating activity of line management; bottom line
emphasis; management of corporate culture) and these lists still contain
much in common with this outline. Later he expands this list to be
more explicit (‘innovative techniques of the sort typically associated
with HRM’ including such practices as flexible working, quality
circles, training in participative skills and job enrichment: Guest,
1990, p. 385) — the soft version of HRM.

In many countries, however, where the contextual paradigm is more
widespread, almost every item on these lists would be the source of
debate among both practitioners and theorists. Thus, in much of south-
ern Europe recruitment and selection schemes rely heavily on the net-
work of family and friends (the cunha in Portugal for example). HRM
experts in these countries would argue that this is a cheap and effective
method of recruitment, and gives the organisation an extra means of
motivating and controlling employees (‘this behaviour will cause a lot
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of embarrassment to X and Y — perhaps members of your family — who
persuaded us to employ you’). Formal systems for sharing information
with individuals at their workplaces are significantly different from
sharing information at the strategic level with trade union representat-
ives skilled in debating the organisational strategy — a common require-
ment in Europe. Clear job design (which can presumably be linked with
the performance appraisal and incentive schemes for the individual job
holder) can be inimical to the need for flexibility, team work and
responsiveness to the pace of change seen as important by most Eur-
opean organisations. And so on through the list.

One value of the contextualist paradigm can be seen in the ‘test-bed’
situation of the ex Communist states of Central and Eastern Europe
(CEE). Our research into these countries (Brewster, 1992; Koubek and
Brewster, 1995; Hanel et al. 1997; Chapter 13 in this book) indicates
that while all of them have moved significantly away from the old
models, the rate of change in the different countries has been very
different. The greater explanatory power of the contextual paradigm
in such cases at least is manifest; the poverty of attempts to explain
developments there by contrasting them with the universalist concep-
tion of HRM is clear.

The universalist paradigm also assumes that HRM is concerned with
the aims and actions of management within the organisation. In coun-
tries like the USA, which has as an avowed aim of most politicians the
objective of ‘freeing business from outside interference’, or among
commentators who share that approach, it is understandable that
many researchers there develop a vision of HRM which takes as its
scope the policies and practices of management.

There is indeed a school of authors in the universalist tradition who
start from the premise that what distinguishes HRM from other
approaches to employment is mainly that it is a set of policies and
practices which are intended to be integrated with organisational strat-
egies and objectives (Fombrun et al., 1984; Guest, 1987; Schuler and
Jackson 1987; Lengnick-Hall and Lengnick-Hall, 1988; Hendry and
Pettigrew, 1990; Schuler, 1992; Wright and McMahan, 1992; Storey
1995). These authors see HRM as a particular set of practices which
may or may not be appropriate depending upon the situation and the
corporate strategy of each different organisation. This approach tends
to follow one main strand of seminal US writing, the ‘Michigan’
school, initiated by Fombrun et al. (1984). For this school, business
strategy, organisational structure and HRM are the three crucial,
interactive, elements of strategic management. Other authors have
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referred to the need for HR strategy to be ‘an integral part of business
strategy, with labour utilisation approaches reflecting production and
marketing priorities’ (Ramsey, 1992, p. 233).

Boxall (1992) has used the instructive term ‘matching’ to encompass
such an approach to HRM. Hendry and Pettigrew (1986) have sum-
marised the approach clearly. They focus on HRM as strategic integra-
tion, defined by:

1. the use of planning;

2. a coherent approach to the design and management of personnel
systems based on an employment policy and manpower strategy,
and often underpined by a ‘philosophy’;

3. matching HRM activities and policies to some explicit business
strategy; and

4. seeing the people of the organisation as a ‘strategic resource’ for
achieving

5. ‘competitive advantage’

Hendry and Pettigrew, 1986, p. 4

Later they say explicitly, “‘We see HRM as a perspective on employment
systems, characterised by their closer alignment with business strategy’
(Hendry and Pettigrew, 1990, p. 36).

In the hands of a different strand of the strategic HRM literature
(Fombrun, et al., 1984; Ackermann, 1986; Staffelbach 1986; Besseyre
des Horts, 1987, 1988, Miller, 1989), this approach can lead to what
might be characterised as ‘contingent determinism’. The elements of the
corporate strategy that dominate the HR strategy vary. Thus Purcell
(1987) argues that certain organisational forms will find it virtually
impossible to adopt strategic HRM, while Marginson et al. (1988)
believe that foreign companies are more likely to adopt it. Other authors
have linked HR strategies to different factors: Schuler has indicated that
they should be based on the type of market, as defined by Porter (Schuler
and Jackson, 1987), or on a particular position in a company’s life-cycle
(Schuler, 1989). The market approach has also been propounded by
others (Baird et al., 1983; Dertouzos et al., 1989), while others have
supported the life-cycle approach (Fombrun and Tichy, 1983; Kochan
and Barocci, 1985). Cohen and Pfeffer (1986) argue that sector and type
of organisation are the determining factors, with public sector and large,
high visibility organisations more likely to adopt strategic HR practices.

What have been separated out here as distinct definitions can be, and
often are, overlapping. Many of the texts assume that a focus on
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employee commitment or careful communication or employee devel-
opment must, inevitably, be strategic. One of the problems in the
literature is that individual texts either do not specify which of these
broad definitional levels they are addressing, or assume mutual inter-
linking, or drift between them.

Theoretically it is quite possible that a closely integrated, strategic
approach to HRM will involve nearly all the specific HRM objectives
and practices and hence drive all aspects of the way labour is managed.
Equally, however, it is possible that the close integration of HRM with
corporate strategy could, in some sectors for example, lead to a heavy
emphasis on cost-reduction, eliminating all ‘people frills’ such as train-
ing, communication with employees or employee benefits and making
extensive use of outsourcing.

In Europe, however, many researchers find that the universalist
paradigm, ironically, because it excludes a contextual element, inevit-
ably excludes much of the work of HR specialists and many of the
issues which are vital for the organisation. They are uncomfortable
studying a subject in a way which excludes such areas as compliance,
equal opportunities, trade-union relationships and dealing with local
government, for example. Hence the development of a more critical,
contextual paradigm based on increasing criticism of the universalist
model of SHRM common in the USA. Looking at the UK, Guest sees
‘signs’ that what he calls ‘the American model is losing its appeal as
attention focuses to a greater extent on developments in Europe’
(Guest, 1990, p.377); the same author is elsewhere sceptical of the
feasibility of transferring the model to Britain. The inapplicability of
the universalist approach in Europe has also been noted in Germany:
‘an international comparison of HR practices clearly indicates that the
basic functions of HR management are given different weights in
different countries and that they are carried out differently’ (Gaugler,
1988, p. 26). Another German surveying European personnel manage-
ment, similarly concluded that ‘a single universal HRM concept does
not exist” (Pieper, 1990, p.11). Critiques of any simplistic attempts to
‘generalise’ the concept have also come from France (see, e.g. Bournois,
1991a, 1991b). European authors have argued that ‘we are in culturally
different contexts’ and, that ‘rather than copy solutions which result
from other cultural traditions, we should consider the state of mind
that presided in the search for responses adapted to the culture’ (Albert,
1989, p. 75; translation in Brewster and Bournois, 1991).

The nature of SHRM assumed in the universalist paradigm provides
for a more detailed examination and explanation of the policies and
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practices of the management of the organisation in their approach to
their labour force. In the contextual paradigm the nature of HRM and
SHRM is seen more broadly, providing better explanation of the
potential differences in views about the topic and a better fit with the
concerns of the specialists, by including national institutional and
cultural issues such as the trade union movement, national legislation
and labour markets as not just external influences but as part of the
topic (Brewster and Bournois 1991; Brewster 1995). This involves,
necessarily, a view of SHRM which includes these factors as part of
the subject matter. As a by-product, the universalist paradigm para-
doxically is better able to deal with the increasingly emphemeral and
porous nature of the organisation as the growth in the extent and
spread of flexible working practices is more widely recognised (Euro-
pean Commission, 1995; Brewster et al., 1996b; Brewster et al., 1996a;
Standing, 1997).

The levels of HRM

A second key question concerns the levels of HRM. The universalist
paradigm works with the organisational, or in some cases the
suborganisational (e.g. business unit) level of analysis. The contextual-
ists assume that SHRM can apply at a variety of levels: i.e. that the
scope is not restricted to the organisational level. Thus, in Europe there
are discussions of the strategic human resource management policies of
the European Union or of particular countries or sectors. There are
increasing debates about SHRM policies between groups of member
states (Brewster et al., 1997a). National governments have SHRM
policies (for example, reducing unemployment, encouraging flexible
working practices) and indeed, the strategy literature is increasingly
locating the economic success of organisations, as well as that of the
economies as a whole, at the national level (see, as recent examples,
Aoki, 1988; Porter, 1990; Sorge, 1991; Lundvall, 1992; Nelson, 1992;
Kogut, 1993) and arguing for a careful understanding of national
contexts. Within the country local areas can have SHRM policies and
practices (raising training standards to attract inward investment,
establishing local employment opportunities, etc). All these levels,
which might be seen as exogenous factors impinging upon SHRM in
the universalist paradigm, are seen in the contextual paradigm as within
the scope of SHRM (Figure 1.1).
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Figure 1.1 Different paradigms of HRM

It can become complicated to discuss more than one level of analysis
at a time and even more difficult to research more than one. It is often
the case that in both research paradigms, but particularly in the uni-
versalist paradigm, researchers and commentators resolve this problem
by simply ignoring it. Thus many of the seminal texts in our field draw
their data from one level but are written as if the analysis applies at all
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levels: what Rose (1991) has called ‘false universalism’. Many of these
texts are produced in one country and base their work on a small
number of by now well-known cases. As long as they are read by
specialists in the relevant country with interests in these kinds of
organisations, this may not be too much of a problem. But the world,
and especially the academic world in our subject, is becoming ever more
international. This is a major problem in relation to the US literature.
The cultural hegemony of US teaching, publishing and the US journals
mean that these texts are often utilised by other readers. For analysts
and practitioners elsewhere, and with interests in different sectors,
countries and so on, many of these descriptions and prescriptions fail
to meet their reality. Our task, therefore, is not necessarily to change
what we write or believe, but to specify the level at which we can show it
to be true.

An example is provided by those who write about the link between
HRM and performance. They tend to make statements about those
links that make three assumptions:

1. the practices they have chosen to measure (usually of the kind
included in the Department of Labor list of high commitment prac-
tices) can be referred to as positive HRM and any alternative
approaches to these practices will be, by implication, negative;

2. the measures of firm performance will be universally applicable,
ignoring the different ownership patterns, stock market pressures,
accounting systems, etc.; and

3. the findings about the particular measures of HRM can be applied
to all circumstances and cases.

Gerhart (1997) points out that there are technical problems with many
of these analyses, and beyond that, these wider assumptions are inad-
equate: but the point tends to be lost in the reports on this research
which often fail to acknowledge even that their results are limited to the
one country from which the evidence is drawn. The argument is that as
the international and comparative element of SHRM comes increas-
ingly to the fore, researchers and analysts have to be ever more careful
to position their work at the appropriate level of analysis if they are not
to be guilty of commentaries which are confused, inapplicable or just
plain wrong. The relevant level of analysis will depend upon the ques-
tion being asked. The important point is not that any level is necessarily
correct or more instructive than the others, but that the level needs
to be specified to make the analysis meaningful. This would also
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argue, inter alia, for comparative and international research pro-
grammes to be carried out by networks of researchers based in, and
with a deep understanding of HRM in, each country, rather than in
the commonly found ‘vacation or safari reports’ on HRM in other
countries.

The actors in HRM

Similarly, if in the contextual paradigm the nature of the topic is
contested and widened beyond the organisation, and the levels of
analysis need to be carefully specified, the question of the focus of
SHRM is also raised. Is it a subject concerned with how human
resources within organisations are managed or is it a subject concerned
with the interaction between people at various levels? To put it bluntly,
are we analysing the cost-effective management of people to ensure that
the top management’s organisational objectives are met; or are we
critically analysing the way human resources are managed, affected
by and affect the management of organisations? A strong stream of
neo-Marxist theorising (Braverman, 1974; Burawoy, 1979; Friedman
1977; Hyman, 1987) has focused on managerial approaches to control-
ling potential dissidence. While the influence of this stream of writing
appears to have waned, the contextual paradigm within which it fits,
and the willingness to challenge managerial objectives and actions,
remains relevant.

The contextual paradigm contrasts with the universalistic paradigm
in its insistence on going beyond the immediately declared corporate
strategy and approach to HRM laid down by senior management to
asking whether these have deleterious consequences for individuals
within the organisation, for the long-term health of the organisation
and for the community and country within which the organisa-
tion operates.

THE MEANING OF STRATEGY IN HRM

Some of this literature (in both paradigms) is flawed by rather simplis-
tic notions of strategy. The formal ‘predict and prepare’ or ‘command’
models have been discounted by the serious strategy theorists but are
still used in some SHRM discussions. Alternative approaches to strat-
egic management have been characterised as either algorithmic or
experiential in emphasis (Gomez-Mejia, 1992). Quinn (1980)



Chris Brewster et al. 19

established the notion of strategy as ‘logical incrementalism’; with real
strategies evolving ‘as internal decisions and external events flow
together to create a new, widely shared consensus for action among
key members of the top management team. In well-run organisations,
managers proactively guide these streams of action and events
incrementally towards conscious strategies’ (Quinn, 1980, p. 15). In
the last few years the notion of incrementalism itself has been examined
and seen as incorporating different interpretations (Mintzberg, 1990)
and as having a number of different functions (Joyce, 1986).

‘Strategy’ as a concept has been used, whether recognised or not, in
at least five separate ways (Mintzberg, 1987) — as: plan, ploy, pattern,
position, and perspective. These definitions can be inter-related and in
the real world strategic management ‘inevitably involves some thinking
ahead of time as well as some adaptation en route’: effective strategies
will encompass both (Mintzberg, 1994: 24). More recently still, it has
been argued that control systems are the key means of managing and
changing patterns in organisational activities (Simon, 1995).

Collins and Porras (1994) found that among their 18 high performing
‘visionary’ US companies there was no evidence of brilliant and com-
plex strategic planning. Rather, their companies ‘make some of their
best moves by experimentation, trial and error, opportunism and —
quite literally — accident. What looks in retrospect like brilliant fore-
sight and preplanning was often the result of ‘Let’s just try a lot of stuff
and keep what works’ (Collins and Porras, 1994, p. 9). Behn (1988) had
already found similar results in the public sector. None of this would
have come as a surprise to Lindblom (1959) whose prescient article
pointed out much the same thing many years ago, but which fell into
disuse over the years of dominance of the ‘command’ model. Lengnick-
Hall and Lengnick-Hall (1988) also challenged the assumption that
strategic decisions were taken at a particular point in time such that
the influence of HRM on that process could be measured.

In a more general way, the notion of strategic HRM can contain two
core meanings. First, strategic HRM can focus on the link between
organisational strategies and HRM as a central theme. Here the focus
is on the place HRM has or does not have in the overall process of
strategic decision making in the organisation. Secondly, strategic HRM
can contain a strategic orientation of the HR function, i.e. the func-
tional areas themselves. Here the discussion is focusing on the existence
of various HR strategies and on the strategic orientation in the area of
personnel planning or, in more detail, on the strategic orientation of
various core functional areas of HR, e.g. recruitment and selection,



20 Strategic European Human Resource Management

training and development, appraisal, and compensation is discussed.
Much of the discussion is, currently, centred around the first core
meaning.

If the literature generally tends to assume that HRM is brought into
the organisational strategy through some link to a formal ‘predict and
prepare’ mode of strategy formulation, it makes two further assump-
tions: first, that this is solely a management issue; and secondly that,
despite the debate about the role of line managers, HR issues are
brought in to the strategic discussion by the HR specialists.

On the first issue, it has been pointed out that the rhetoric of the
integration of the HR specialist function at the Board level has out-
paced the reality (Legge, 1995). It has been argued, in contrast, that
HRM participation can take many forms, from full membership of the
Board to the design of implementation plans for the delivery of strat-
egic goals (Caroll, 1987). Evidence from a substantial number of Euro-
pean countries has been used to assess the range of these forms
(Brewster and Soderstrom, 1994; Brewster 1995; Brewster et al.,
1997a). The conclusion has been that previous discussions, mainly in
the US but including significant examples from Europe too, miss
important issues at the European level and at the European country
level. Here, in a number of countries — most clearly, but not exclusively,
Germany and the Netherlands — HRM issues are brought into the
strategic level discussions by the presence of between one-third and
one-half of the Board being representatives of the employees. In many
organisations in these countries the HRM function is largely confined
to an administrative role. In other cases, the presence of a legally
required Works Council on which employee representatives have sig-
nificant power, or pervasive unionism, mean that in practice the inter-
ests of the employees feature in all major operational decisions.

The debate about the growing role of line managers in strategic (and
indeed in operational) HRM is widespread in Europe. Is HRM, as
some would argue, now so well understood to be central to the well-
being of an organisation and its ability to perform effectively that the
subject has to permeate the responsibilities of every manager? Or is it
the case that without a knowledgeable, experienced and influential
human resource management department the organisation will be
unable to give the subject the prominence that is needed? Perhaps
more realistically, between these two extremes, what is the role of the
HR function and how should its responsibilities be shared with line
managers? In Europe the trend is clear: to give line managers more
responsibility for the management of their staff and to reduce the
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extent to which human resources departments control or restrict line
management autonomy in this area (Brewster and Hoogendoorn, 1992;
Brewster and Soderstrom, 1994; Brewster, et al., 1997a). This has
created problems, with both personnel specialists and line managers
unhappy about the way things are moving (Brewster and Hutchinson,
1994). The trend towards increased line management authority in this
area, however, remains undeniable.

STRATEGIC HRM IN EUROPE

While in common with many other parts of the developed world, the
major impact on labour management arrangements at the level of the
individual organisation came indirectly from influences not specific to
the employment relationship (Beaumont, 1995), European HRM dif-
fers from its US and Japanese counterparts in, among other ways, its
relative emphasis on legislative frameworks (both supranational and
national), trade unions and their role in the employment relationship,
institutional arrangements relating to works councils, communication
and consultation, managing diversity and its focus on competency and
the development of human capital. While acknowledging that the
definition, meaning and reliability of union membership figures vary
across countries (Blanchflower and Freeman, 1990) and that trade
union density varies considerably by country, and despite the fact
that unions have always had a hard time in highly competitive product
market conditions because of the difficulty they face in trying to take
wages out of competition in such circumstances (Beaumont, 1995), in a
majority of European economies membership remains significant.

In Europe employee communication and consultation remains centre-
stage. However, while the prescriptive HRM literature advocates in
employee communication the move from a more collective, negotiating
focus to a more general approach to more direct communication with
employees(Brewster and Bournois, 1991), there is European evidence to
suggest that what we are witnessing is a general increase in all channels of
communication (including collective) reflecting the desire to generate
stronger identification and commitment among all employees.

A concentration on developing the skills of employees through HRM
and training is evident in many organisations and sectors throughout
Europe, and while differences may arise, they may be as much because
of the differences in the overall thrust and provisions of the national
educational system and the level of support given to employers by their
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governments, as opposed to underlying differences in organisational
approaches.

Furthermore, while many of the pressures driving developments in
Europe are a universal cry in the 1990s (national and organisational
competitive advantage; increasing global competition and the resultant
productivity pressures; the need for flexibility; technological sophist-
ication and the emergence of the knowledge workforce), there have
been a series of European specific developments which arguably will
have a profound influence on the course and development of human
resource management in Europe. Of particular significance here are the
transforming economies of CEE, industrialisation/de-industrialisation
and or re-industrialisation in different economies in Europe, falling
birth-rates and increasing life expectancy, developments in European
integration, the European Single Market and the launching of the
Euro, and European work and labour legislation developments. But
so too are countries within Europe rather distinctive from each other in
terms of the architecture they rely on and the methodologies they
employ in the management of their human resources. Thus it is com-
mon within Europe to talk about the existence of a Latin Model, or a
Northern European/Nordic Model or an Anglo-Irish Model of HRM,
or patterns of convergence and divergence in a continent characterised
by diversity (for a more detailed contextual analysis see Brewster and
Tyson, 1991; Brewster et al., 1993; Brunstein, 1995; Sparrow and
Hiltrop, 1994). It is precisely these differences within Europe and
between Europe and other parts of the world which lend support to
the argument for ‘paradigm boundary-spanning’ made earlier in order
to unearth commonalties, differences and likely developments. Argu-
ably only an approach of this nature is capable of investigating the
‘paradoxical trends running through HRM in Europe’ (Brewster and
Bournois, 1991).

OUTLINE OF BOOK

This book is based on the empirical, conceptual and theoretical con-
siderations that have been developed within Cranet-E about the current
situation and the future development of HRM in Europe. Most of the
contributions are written specifically for this book, though some draw
on already published work. All of them, however, show the wide range
of topics and frameworks that are used within the network, reflecting
differing theoretical and national viewpoints.
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The chapters of this book are grouped around five main topics:
flexibility, training and development, industrial relations, regional
aspects, i.e. central Europe and Pacific Rim, and problems of organis-
ing and undertaking comparative human resource management
research.

First, in Part II, a number of contributions deal with various coun-
try-specific and comparative aspects of flexibility on the organisational
as well as — to a lesser extent — on the individual level. Ricard Serlavos
and Mireia Aparicio-Valverde in Chapter 2 use Atkinson’s (1984) well-
known framework about various forms of flexibility to develop a back-
ground against which they in a first step analyse the situation in
Spanish organisations. They draw some conclusions about further
developments and challenges in European HRM as well as point out
promising lines of further research in this area. Andrea Friedrich,
Riidiger Kabst, Maria Rodehut and Wolfgang Weber (Chapter 3)
concentrate on one specific aspect of organisational flexibility — job
rotation — and proceed in three steps. First, they give an introduction to
the field of labour flexibility, define the term job rotation, and distin-
guish it from other forms of flexibility. Secondly, they look at the
relevance of job rotation in European companies. Thirdly, they analyse
empirically whether job rotation in European enterprises is more likely
to represent a solitary short-term instrument or whether on the other
hand the implementation of job rotation is accompanied by a more
long-term oriented integration of personnel strategies. In Chapter 4
Lesley Mayne, Olga Tregaskis and Chris Brewster deal with another
aspect of flexibility and focus on the use of two particular forms of
flexible or ‘atypical’ working patterns: part-time and short-term work-
ing. Based on the data of five large European countries they examine
the proposition that there is little correlation between those employers
who use a considerable amount of flexibility, defined in terms of part-
time and short-term contracts, and those who take a more strategic
approach to HRM. Dirk Buyens, Tine Vandenbossche and Ans de Vos
(Chapter 5) point out that the application of flexible work structures
and arrangements are vital for the competitiveness of organisations in
today’s markets. Given this assumption, they present an empirical
analysis of the trends that can be observed in Belgium companies. In
Chapter 6 Paul Gooderham and Odd Nordhaug analyse from the
background of institutional theory and in a two country comparison
the factors that influence the kind and level of organisational flexibility.
In particular, they identify those factors which condition the use firms
make of HR strategies aimed at enhancing their ability to respond



24 Strategic European Human Resource Management

flexibly to an increasingly changing environment. Specifically, they
concentrate on the variations made by firms in their pursuit of greater
levels of numerical flexibility. Nancy Papalexandris (Chapter 7) points
out that flexibility is not only a tool for reducing labour costs and thus
improving productivity and competitiveness; it might also be a means
to fight unemployment and an important tool for reconciling work
with family life. Thus, she examines the role of flexibility in addressing
the important social issue of work and family reconciliation in Europe
in general and in Greece in particular.

In Part III, some training and development issues are discussed in
Chapters 8 and 9. In Chapter 8 Olga Tregaskis suggests that an organ-
isation’s HRD system is a key mechanism for enabling the achieve-
ment of business goals through people as one of the sources of
competitive advantage. Given the importance of national contextual
factors for the HRD system as well as the increasing presence of foreign
multinationals or multinational enterprises (MNEs) in host countries,
she compares the role of the host-national context to that of the parent
in shaping MNE management practice. Specifically, she tests the relat-
ive impact of the host—national context, and the national origin of the
parent company in shaping the HRD practices of foreign MNEs oper-
ating in Britain, drawing on data collected from European as well as
US and Japanese multinationals. In Chapter 9 Henrik Holt Larsen
concentrates on one specific element of personnel development systems
i.e., high-flyer programmes. He suggests that the last decade with its
emphasis on organisational culture, experiential learning, managerial
competence, strategic HRM, the learning organisation, etc. has chan-
ged the demands and expectations of management development, as well
as the methods and techniques by which these demands and expecta-
tions are met. He analyses the consequences of these developments on
the role and effectiveness of high-flyer programmes in organisations.
Furthermore, he presents survey data about high-flyer policy in a
number of European countries and discusses the implications for prac-
tice and future research.

Part IV examines various aspects of the changing system of industrial
relations in Europe. In Chapter 10 Michael Morley, Chris Brewster,
Patrick Gunnigle and Wolfgang Mayrhofer deal with the developments
of the industrial relations system from an overall European perspective.
They draw on the ongoing debate about the increasing convergence or
divergence of the national systems of industrial relations and the con-
sequences this might have in particular for the trade unions. They
investigate a number of key aspects of industrial relations at the level
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of the employing organisation (like levels of trade-union membership in
organisations across Europe, the extent and nature of trade-union
recognition, trade-union influence, and the locus of policy determina-
tion in industrial relations) as a means of evaluating developments in
the nature and conduct of industrial relations. Wolfgang Mayrhofer,
Chris Brewster, Michael Morley and Patrick Gunnigle (Chapter 11)
argue that effective communication and consultation is at the heart of
effective HRM. Furthermore, they point out that there has been a
tendency to associate the concept of human resource management
(HRM) with the individualisation of communication and a move
away from, or even antagonism towards, the concept of industrial
relations (IR) — communication and consultation which is collective
and particularly that which is trade union based. Based on a compar-
ative analysis of data from a number of European countries they
examine the situation in Europe regarding the extent of communication
and consultation that takes place in organisations in the various Euro-
pean countries and the extent to which that is individual or collective.
They conclude by stating that the alternatives posited in the current
models are inadequate to capture the reality of European organisa-
tions, that Europe (and perhaps other parts of the world) needs a
conception of HRM which can encompass a positive collective rela-
tionship with employees and trade unions, that there are cases and
evidence which suggests that there are already signs of the development
of such a concept of HRM, and that, indeed, there may be positive
advantages to such an approach.

Part V of the book covers some more general descriptions of HRM in
key regions of the world. In Chapter 12 Wolfgang Weber, Riidiger
Kabst and Christopher Gramley relate to the convergence—divergence
issue in terms of development of HRM across various countries in
Europe. Based on existing frameworks they analyse HR policies in
European organisations. Specifically, they analyse empirically whether
organisation-specific variables have a major influence on the formula-
tion of HR policies or whether country-specific circumstances bear
more responsibility. Elizabeth Vatchkova (Chapter 13) comments on
the developments in Bulgaria in the course of the transition to a market
economy which is taking place under conditions of continuous
eco nomic, political and social crisis. She examines some of the key
chal lenges faced by Bulgarian organisations in the HRM area during
the transition from a centralised planned economy to a market one.
Thus, she offers an analysis of the changing nature of HRM which is
accompanying the other major social and economic changes in
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Bulgaria. Robin Kramar (Chapter 14) analyses the situation in Aus-
tralia in the light of the major changes in methods of management and
employment policies throughout industrialised countries during the
1980s and the 1990s. She argues that intense international competition
and the internationalisation of labour markets have encouraged inno-
vations in the way work is organised and the way people are deployed
and managed. In particular, she examines the extent to which the
management of labour has changed in Australia during the 1980s and
1990s and assesses whether these changes constitute a new approach to
the management of labour and the degree to which the changes con-
stitute an approach that is consistent with a ‘human resource manage-
ment’ approach. Furthermore, she explores the factors which have
encouraged these developments.

The final chapters in Part VI focus on organisational and method-
ological questions of international comparative research in the area of
HRM. In Chapter 15 Wolfgang Mayrhofer suggests that the manage-
ment of an international research network covers all areas that are well
known in cross-border activities in the business field. Handling divers-
ity, making use of economies of scale, dealing with cultural differences,
working in multicultural teams, or balancing overall goals and local
needs are some of the typical issues. However, international research
networks cannot be equated with multinational companies, but differ in
multiple ways. He argues that despite these differences an international
research network can use the same forms of coordination and control as
a (multinational) company. Furthermore, he claims that in order to
contribute to the further existence of the network, to the efficient
handling of the evolving tasks, and to a high quality output, managing
the network requires the use of different forms of coordination and
control at the same time. However, such a ‘coordination mix’ may lead
to new problems like member ambiguity or conflict. These ideas are
illustrated with examples from Cranet-E. Chris Brewster, Olga Tregas-
kis, Ariane Hegewisch and Lesley Mayne (Chapter 16) point towards
the necessity and significance of international comparative research in
general and, more specifically, in the area of HRM. However, research
in this area is rare, largely because of the extra complexity created by
international research. They explore some of the complexities of con-
ducting comparative international research and in particular interna-
tionallly comparative surveys. The authors explore some of the issues
that shape international research design and then examine some of the
practical problems inherent in such research. Their considerations are
illustrated with examples from Cranet-E.
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Notes

1. Though there is now, even in this paradigm, an increasing critique of the
kinds of statistical base that is being used. Thus, particularly in the pyscho-
logical literature, there has been criticism based on the statistics not taught,
or taught badly (Aiken et al., 1990) and, in a series of challenging articles, a
developing attack on the limitations of statistical significance testing in the
interpretation and analysis of research data (Cohen, 1990, 1994; Hunter
and Scmidt 1990; Scmidt 1992, 1996)

2. The contextual paradigm has previously been referred to as ‘European
HRM’ (Brewster and Bournois, 1991; Brewster, 1994, 1995) but this has
led some commentators to assume that the discussion is merely about the
difference in practice between Europe and the USA. The key difference lies
in the way the concept is understood and researched — and this is not a
question of nationality. There are also some, who perhaps have not read far
beyond the title, who have understood the term European HRM as an
argument that HRM is similar across Europe — for an explanation of the
geographical levels of analysis see Brewster (1995). The use of the term ‘the
contextual paradigm’ is also, we fear, open to easy assumptions, but
perhaps there are no titles which are risk-free.

3. We do not mean to imply in this that there are not other equally powerful
paradigms. Many of these will, like the two ideal types explored in more
detail in this chapter, have originated in particular geographical areas;
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though like them they will have adherents now in many countries. Thus,
within this authors knowledge, there is a strong Latin paradigm which,
building on the French sociological and Marxist traditions and the focus
on Roman law, is concerned with the establishment of large-scale concepts,
societal level and political interactions and the nature and detail of the law.
A lack of knowledge of languages (and many other inadequacies) mean
that we are unaware of other research traditions and paradigms in SHRM
research, but guess there are likely to be others in Japan, the Pacific Rim
and the CEE countries for example.
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2 Flexible Working Practices:
The Challenges for Europe

Ricard Serlavds and Mireia Aparicio-Valverde

INTRODUCTION

For some time now Europe or, more precisely, the European Union has
been heatedly discussing the reasons for its loss of competitiveness on
the world economic scene. Many diagnosticians agree that the lack of
labour flexibility is one of the basic causes. But despite numerous
studies on the subject, one continues to wonder whether ‘labour flex-
ibility’ means the same thing to everyone and what is the true purpose
of all this discussion.

The debate is important enough to keep discussion alive, but it
continues to go around and around in circles while more than 20
million unemployed continue their anguished search for jobs.

In the fall of 1995 the European Commission asked Cranet-E to
prepare a comparative report about the factors that determine the use
of flexible working practices among employers in their member states,
as well as the extent to which these practices are actually used. The
findings, which were presented at ESADE: (Escola Universitaria del
Maresme) on the occasion of an international conference entitled
‘Flexible Working Practices: The Challenges for Europe’, will serve as
a framework of reference for this chapter which examines the chal-
lenges to the European Union and explores some non-conventional
ways of responding to these challenges.

DEFINING THE TERMS OF THE DISCUSSION
Flexibility and competitiveness

The need to increase competitiveness and combat high and persistent
rates of unemployment are the major arguments in support of more
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labour flexibility. It is a typically European concern because our unem-
ployment rates are double those of the USA and triple those of Japan,
and also because our levels of social protection are so costly that they
are raising public deficits to such an extent that they are becoming
increasingly difficult to finance.

Making the labour market more flexible ranks high on many govern-
ments’ lists of priorities as they attempt to show their concern for the
needs of companies forced to compete on a wide-open global market
where capital, information and, increasingly, goods and services, move
freely and at dizzying speeds.

What relation is there between the pressure on companies to compete
and the need to change working practices? What concept is being used
under the term flexibility? What will be the political and social con-
sequences of the different kinds of labour flexibility that have been
proposed by different agents? Are companies with more flexible struc-
tures really more competitive than others? What is the relationship
between flexibility and competitiveness? What does being more
competitive actually mean and how will it affect individual citizens
and employees?

All these questions lead to a more general discussion about economic
and social development models and the competitive strategies that
make them possible. Generally speaking, the European Union
coun tries have clearly opted for a model based on technological
innovation, diversification of high value-added goods and services,
and investments in capital and human resources. In contrast, until
quite recently, Spain had opted for a far different model based on
intensive use of relatively unskilled labour, with a low rate of produc-
tivity and low labour costs (Alvarez, 1996). Discussions on flexible
working practices are to a great extent conditioned by the choice of
one or the other of these models.

As Giarini and Liedtke (1996) point out, work and employment are
part of the drive to create better lives for everyone. How can this be
reconciled with the idea of flexibility understood as ‘working more for
less and in more uncertain conditions’ (Pilarski, 1996) advocated by
fans of the US model? Die-hard defenders of flexibility maintain that it
is only a matter of time and that, following an adjustment period
necessarily marked by unstable working conditions, job markets will
once again become more stable, although employees will no longer
have the privileges they enjoyed in the golden years of the 1960s and
1970s. However, it is difficult to believe that this liberal formula will
automatically solve Europe’s unemployment problems when large
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pockets of poverty and marginalisation continue to exist in the devel-
oped countries with large degrees of labour flexibility.

Discussion about the need for flexible working practices often takes
place within the framework of a discussion on job creation. It is true
that job market deregulation and flexible labour practices do create
jobs. But what kind of jobs? How do these jobs affect the macroeco-
nomy? How do they affect social structures? Certain forms of flexibility
mean that a considerable number of costs are shifted from companies
to society in the form of taxes, unemployment benefits, health care and
other kinds of spending, and risk is shifted to individuals and house-
holds in a move that could jeopardise social stability and cohesion. The
prospects are not very bright and the outlook for the future is scarcely
conducive to encouraging permanent learning and the attitudes of co-
operation called for by a model of competition based on innovation
and quality. Nevertheless, the alternatives proposed this far, among
them a number of ways to redistribute employment, have not been very
successful in terms of improving, or even maintaining, current employ-
ment levels.

Again according to Giarini and Liedtke (1996), the time has now
come to look for new ways to combine theory and practice in an
attempt to go beyond the manifestly inefficient standard approaches
to, and perceptions of, the current state of affairs and use alternative
tools for action that will enable us to shape a new vision of the future.

What kind of flexibility?

First of all, we must specify what we mean when we talk about flex-
ibility. The concept of flexibility, understood as the corporate objective
of being able to quickly and effectively respond to the changing demands
of the environment, can be materialised under different forms. This
variety of very diverse business practices generally comes under the
umbrella heading of flexible working practices.

Atkinson provided the best known model of flexible working
practices in 1984. His concept of a flexible company was based on
observations and data from empirical research in British companies.
Atkinson maintains that companies are striving for three types of
flexibility:

1. Functional flexibility, whereby employees can perform different
tasks and functions within their organisation. This means that the
workforce must be trained in different fields and have a thorough
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knowledge of the company and its processes. Functional flexibility
tends to benefit both employees (by enriching their jobs) and
employers (who acquire multi-skilled personnel with which to con-
front rapid change).

2. Numerical flexibility, whereby companies can easily and quickly
reduce or expand their total number of employees in order to strike
the perfect balance between the workforce employed and the work-
force actually required. This kind of flexibility is usually achieved by
using a variety of contract arrangements and varying the distribu-
tion of working time.

3. Financial flexibility, whereby companies attempt to link labour costs
to performance both individual and corporate. This kind of flex-
ibility is usually achieved through different variable remuneration
systems, profit sharing, etc.

Given the needs for flexibility, Atkinson maintains that the typical
hierarchical structure of many companies should be exchanged for a
series of increasingly peripheral circles. Different hiring and HR poli-
cies can be applied to each of these circles (see Figure 2.1). According to
this model, the core of the company consists of a group of employees
who are offered long-term employment and career development plans.
In exchange, these employees are expected to be versatile and able to
perform a variety of functions related to the company’s main activities.
In other words, they will enable the company to attain functional
flexibility. These key employees are usually managers, designers, tech-
nical experts, etc.

From here on out, there are several peripheral groups, each of which
has increasingly loose links to the company. The first group might
consist of specialised full-time employees who are not expected to
develop their capacities to move horizontally or vertically within the
company. The second peripheral group consists of permanent employ-
ees recruited from job promotion programmes (apprentices, business
interns, etc.) to work on a part-time basis or in job-sharing arrange-
ments. This second circle gives the company numerical flexibility as
well as a certain extent of functional flexibility.

The outermost circle consists of people who work for the company
but are not contracted employees. These include ‘temps’ and people
who deliver services under the forms of subcontracting or outsourcing
arrangements. This gives the company access to people who are spe-
cialists in activities that are not directly related to the company’s core
operations or who relieve the company of the need to worry about jobs



Ricard Serlavés and Mireia Aparicio-Valverde 41

self-employeq

First peripheral group
Secondary job market
Numerical flexibility

CORE GROUP

PRIMARY JOB MARKET

agencies

FUNCTIONAL

Uopoenuoodns

-
IS
3
>
K]
=4
£
)
>
2
©
o
o)
a
€
o
2

o,
/;)g’o' 7/ Recruitment
Q freeze

Figure 2.1 Atkinson’s (1984) flexible firm model

that are necessary but not actually part of their core business (cleaning
services, goods transport, maintenance, etc.)

Atkinson first used his model to explain and describe practices in the
companies he observed. However, the model is frequently used as a
prescribed formula for companies aiming to become flexible. As a
result the model has been severely criticised by the academic commun-
ity (see, for example, Pollert 1988, 1991, 1994). Moreover, and this is
yet more worrying, it has been misinterpreted as a universal panacea,
and corporate attempts to apply it indiscriminately have been unsuc-
cessful. Obviously, cultural conditions differ from one country to the
next and the particular economic structure and legal framework of
each country is vital to determining the extent to which certain
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kinds of flexibility are necessary, desirable or even possible. The effect
of socio-economic conditions on flexibility in European companies in
general and Spanish companies in particular is discussed in the next
section of this chapter. Other factors, such as economic sector and
company size also help determine which specific practices should be
applied.

Kinds of flexibility adopted by Spanish and other European companies in
the 1990s

Data from Cranet-E in the past five years provide information on the
kinds of flexible working practices being used in Spanish and other
European companies (Cranfield Project Spanish Research Team, 1995)
This information was collected from 283 Spanish companies employing
more than 200 employees. The entire Cranet-E database from the 1995
survey round contains listings for more than 5000 organisations
throughout Europe.

As an indicator of functional flexibility, the survey uses changes in
the degree of specialisation of jobs in different professional categories
that have taken place during the past three years. The findings reveal a
general trend towards broader job content: but the trend is consider-
ably less pronounced in Spain than in other European countries (see
Table 2.1). It is particularly interesting to note that less than one-third
of the Spanish companies surveyed has broadened the content of their
managers’ jobs. Moreover, and although 41% of the Spanish compan-
ies said that the content of their technical experts’ jobs was now
broader, 26% said that job content was yet more specific than before.
This increase in the specificity of jobs can be explained by the fact that
rapid technological developments in some industries require highly
specialised skills and know-how.

Table 2.1 Percentage of companies who have broadened their
employees’ job content in the past 3 years (1995)

Job category Spain (%) European average (%)
Managers 30 44
Professional/technical 41 44
Clerical 36 44
Manual 30 34

Source: Cranet-E.
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The difference between Spain and the rest of Europe is even more
pronounced when it comes to the different forms of contracts used.
Spanish companies on the whole have concentrated on the use of fixed-
term contracts and subcontracting arrangements (see Figure 2.2). There
are few cases in which companies combine and use other, more innovat-
ive forms. One praiseworthy exception is Danone (Martinez, 1996).

The extent to which temporary contracts are used by Spanish com-
panies is clearly revealed not only by the number of companies who
issue them but also by the proportion of employees hired on a tempor-
ary basis (see Figure 2.3).
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One out of every three Spanish firms has no part-time employees.
Nevertheless, once part-time positions are created or re-converted, they
tend to endure. Still, in 1994 the number of part-time employees
in Spain amounted to only 5.6 per cent of total employment in com-
parison with 14.1 per cent in the rest of Europe (Employment Obser-
vatory Trends, 1996). Moreover, only 3.5 per cent of Spanish part-time
employees actually want to work on a part-time basis (EPA, 1995).

As in the rest of Europe, companies in Spain are proving very slow to
adopt teleworking or distance working using electronic data transmis-
sion techniques. Apart from IBM, only 1 per cent of the companies in
Spain have employees working from their homes and they account for
only 1-2 per cent of their total staff. Moreover, in 2 per cent of these
companies, teleworkers are used only sporadically and do not amount
to even 1 per cent of the regular staff. New legislation on temporary
employment agencies is now causing Spanish companies to gradually
reduce their use of overtime. Although allowances must be made for
the number of overtime hours worked but not reported or remunerated
(though figures are not available, indications are that they are high), 36
per cent of the Spanish companies surveyed for the Cranfield project
stated that their employees were working fewer overtime hours than
three years ago and 20 per cent said that their employees no longer
worked overtime at all.

Structure and culture: conditioning factors

Discussion on flexible working practices too often focuses almost
exclusively on legislation governing the job market and particularly
on employee in-and outflows, as though flexibility was only limited to
Atkinson’s numerical flexibility. Although recent negotiations among
social agents were certainly necessary, they have actually done nothing
more than aggravate the situation, concentrating solely on reducing the
number of different types of contracts and defining the causes and
conditions of dismissal. However, there is a number of other condition-
ing factors that prevent companies from becoming truly flexible and we
will examine them in the following paragraphs.

The first type of conditioning factors is structural in nature and
involves issues that affect the smooth functioning of the job market.
Primary among them are the barriers to relocation caused by a poorly
functioning housing market (in which the cost of relocation is so high
as to make it virtually inadvisable) and an educational system that
makes changing children from one school to another a high-risk
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undertaking. With conditions like these it is not surprising that people
are reluctant to relocate or, if they are unemployed, look for jobs that
would involve a change of residence.

The educational system is also an important obstacle to functional
flexibility. Schooling in general, and occupational training in particu-
lar, continues to have little to do with what companies really need in
their employees. Moreover, and despite notable efforts to remedy the
situation (the Catalan regional government’s Servei Catala d’Occupa-
ci6 is a good example) job markets are still not sufficiently transparent,
and therefore matching supply and demand is an awkward process.

At a European level, although obstacles to free movement of Eur-
ope’s labour force were theoretically eliminated in 1995, the workforce
is no more mobile than it was before. This can be partly explained by
high rates of unemployment in all the largest European Union coun-
tries, but there are other structural factors that are important here as
well. Among them are language barriers, problems in getting academic
degrees and professional accreditations recognised, and differences in
social security systems from one country to the next.

A second type of conditioning factors is cultural in nature and related
to psychological, personal and family obstacles to the changes required
by the new conditions on the job market. Despite pronounced migra-
tory movements in recent history, local roots continue to go very deep
in Spain. However, it is these very roots and the strength of family ties
that have enabled the country to withstand the tremendous social costs
of unemployment without the situation giving rise to major tension or
conflict.

Other cultural conditioning factors have to do with deeply ingrained
patterns of behaviour, among them the generalised practice of concen-
trating summer holidays in August; the belligerent stance of a faction of
the Catholic Church which is strongly opposed to certain proposals
involving relocation; the introduction of fourth and fifth shifts which
require employees to work on Sundays and holidays, and the notable
reluctance of many families to accept vocational educational (occupa-
tional) training as a reasonable and worthy form of education for their
children.

Limits to flexibility
The positive features of flexibility have been amply described by a

variety of authors and some social agents. In addition to enabling
organisations to quickly and effectively adjust to changing demands
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in their environment without suffering major upheaval, there are con-
crete advantages such as lower wage and extra-salarial costs, the
possibility of quickly finding substitute employees, and increased
opportunities for employers to acquire employees with specific skills
(Lenz, 1996).

They also point out more general advantages. Some authors consider
part-time employment as a good way of reconciling work and family
demands (DeRoure, 1995; Papalexandris, 1996) in a setting like Eur-
ope, where although 40 per cent of the women are part of the labour
market, the family is still considered to have the lion’s share of respon-
sibility in caring for children and other dependents and transmitting
social and cultural values.

Furthermore, and particularly in countries like Spain where un-
employment is high, there is a good deal of discussion about temporary
employment agencies and other arrangements which promote
short-term contracting as ways to keep down unemployment figures.
When faced with the choice between precarious employment or un-
employment, the former tends to be considered the lesser evil. Never-
theless, it should be noted here that no European country has as
yet been able to demonstrate a direct link between an increase in
temporary hiring arrangements and a decrease in unemployment
(Cranet-E, 1996).

Flexibility, then, should not in itself be a goal. Instead it should be a
strategy for responding to certain needs. Even though flexible compan-
ies do have certain advantages, indiscriminate use of flexible working
practices can cause a series of problems. Four of them are discussed
below:

1. Flexible working practices, performance and industrial safety

In an ideal situation, employees would be able to take their skills and
know-how from one company to another without any problems. In
reality, and depending on the specific nature of each job, entering a
company involves a period of adaptation to both the corporate culture
and the specific job to be performed. This necessary learning curve
means that performance at the outset tends to be poorer and novices
are more likely to make mistakes and have accidents.

In the case of temporary employment, adaptation and learning is a
recurrent process, multiplying the risks mentioned above. Although
accidents are only one of many indicators of industrial safety, they
are by far the easiest way to measure the differences between the
industrial safety of temporary and permanent employees. The most
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complete and complex studies of these differences were carried out in
France (Frangois, 1991) and demonstrate that the risk of industrial
accidents is consistently higher among temporary employees. In
contrast, the 1979-87 campaign to reduce industrial accidents in
France led to a considerable decrease in industrial accidents among
permanent employees. The campaign consisted largely of assessing the
inherent risks of each job, making employees aware of these risks and
providing them with suitable training. Such measures are difficult and/
or costly to apply when these jobs are to be performed by temporary
employees.

Figures for Catalonia in particular and Spain in general point to a
similar situation. According to figures from the Labour Relations
Authority (DGRL, 1995) there are 92.6 accidents for every 1000 tem-
porary employees in Catalonia and 52.8 per 1000 employees with
permanent contracts. At nation-wide level, the figures are similar, as
is shown in Table 2.2, which lists the percentages of accidents suffered
by permanent and temporary employees in every sector of the Spanish
economy and demonstrates that the likelihood of accident is far higher
among temporary employees (Aparicio and Masip 1996).

2. Organisational health and sustainable flexibility

Flexibility also requires setting certain limits at the organisational level.
Flexible contracting is HRM’s equivalent of just-in-time or lean pro-
duction (Cranet-E, 1996). With these systems, only the resources
actually in use are physically present in the company, thus saving
warehousing costs and the need to manage idle resources. Despite the

Table 2.2 Accidents in Spain: breakdown by type of contract and sector of
economy.

% of Ratio accidents
% Accidents % Accidents — Temporary temporary/
permanent temporary employees in  permanent
employees employees sector employment
Industry 60.9 39.1 21.7 1.80
Construction 20.4 79.6 52.8 1.51
Services 49.3 50.7 332 1.53
Total 47.2 52.8 31.4 1.68

Sources: Aparicio-Valverde and Masip 1996, based on information from the
Direccié General d’Informatica i Estadistica (1995) and the Instituto Nacional
de Seguridad e Higiene en el Trabajo (1994).
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proven virtues of these systems, they are only successful if a whole
series of internal and external conditions are met, among them avail-
able and efficient suppliers, reliable means of transport, etc.

Similarly, if a company has only the minimum number of employees
and they are able to keep the company going if they operate at 100 per
cent of their capacity, the company is liable to find itself short of
employees at any given time. This shortage could be strictly numerical
or it could be a shortage of employees with certain necessary skills.
Thus, one wonders if the company should not have a certain number of
‘idle’ people or hours which could serve as a reserve when necessary.
Companies need to strike the right balance between the minimum
number of employees necessary and the number of reserves which
would enable the company to react rapidly to changes in its environ-
ment (Mayrhofer, 1996).

Moreover, the more components of flexibility there are in an organ-
isation (the more peripheral circles) the harder it is to draw the limits
between the company’s internal and external environments. This per-
meation capacity of the organisation, in principle, is not a problem, but
rather it can be said that organisations, as open systems, should take
advantage of this exchange with their environment. Nevertheless, it is
also true that an important part of business management is based on
the influence of, and changes in, organisational culture. But this usually
affects only the core members of the organisation, which means that if
they account for only a small portion of the people working in the
company, efforts to influence culture could become increasingly
watered-down as they spread to the periphery and end up having little
or no impact. It is therefore necessary to review what is meant by
culture, whose culture is important and how this culture can be influ-
enced in organisations whose boundaries are not clearly drawn. Sim-
ilarly, we should re-assess the meaning and importance of concepts
such as commitment, involvement or leadership and their relationship
to organisational efficiency.

3. The dual labour market and a decrease in aggregate demand

The growing number of people with short-term contracts and no idea
of what their job and economic situation will be like in the near future
makes the emergence of a dual labour market seem likely (on the one
hand, people who have permanent jobs and, on the other, those who do
not). Generally speaking, temporary employees are paid less (Marsden,
1989; Rodgers and Rodgers, 1989) and have fewer chances for training
and development (Brewster et al., 1994). This combination of factors
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has an impact that goes beyond the realm of employment: these people
have less of a chance to undertake long-term economic commitments,
ranging from mortgages and other investments to deciding to have
children (Aparicio-Valverde and Soler, 1996).

Lastly, and from a macroeconomic standpoint, as the job market
becomes progressively more precarious, aggregate income declines
(employees are also consumers) and leads to a reduction in aggregate
demand. This lower demand can have two consequences. On the one
hand, companies are forced to look abroad for markets on which to
place the products they are unable to sell on the domestic market. On
the other, even when an individual company manages to become more
competitive, it transfers costs and risks to its employees—customers and
national institutions (via subsidies). In other words, the overall system
does not become any more competitive in comparison with other
systems.

4. Changes in the concepts of work and life style

Discussions on flexible working practices are usually based on compar-
isons with the traditional system of full-time, long-term job contracts.
Logical as this comparison may be (deviations from ‘standard’ work),
an ever larger number of authors are proposing that the problem be
rethought from a radically different angle. Handy (1986) foresaw a
society which would move from full-time employment to part-time
work that involved relocating and changing careers, with services sur-
passing industry in importance, and knowledge surpassing manual
skills.

Handy’s predictions are no longer part of the future job scenario,
they are part of the present. But for a large part of the population
this present situation is not satisfactory, and it is particularly not
satisfactory to citizens of social-conscious Europe. Rapid technological
progress and the close relation between world economies also play a
major part in shaping the present situation (Herbolzeimer, 1996). In
view of this uncertainty, some authors (Obeso, 1996; Rifkin, 1996)
maintain that the very significance of work should be evaluated and
rethought. Work is currently viewed as a central part of one’s existence,
not only because it is the main source of supply for the tangible
goods we need to survive but also because it serves as a yardstick for
measuring other important things such as success, wealth, status
and even happiness. We agree with these authors that we need to find
an alternative that will enable us to move beyond these current
concepts.
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The European Workshop: conclusions

The conclusions drawn at the European Workshop on flexible working
practices sum up some of the principal ideas on the subject. The most
important are:

1. Flexibility is necessary, but not enough to ensure corporate competi-
tiveness. European companies cannot base their competitive strat-
egies solely on costs. Flexibility that is compatible with quality and
innovation requires investments in personnel training, in creating
working conditions that encourage team work and involvement, and
it also means that employees should participate in the decisions that
affect them and in the profits earned from their work.

2. Flexibility is not a synonym for improvisation. Flexible companies
have to plan their needs so that they can anticipate events and adopt
appropriate measures for each case. Hiring and firing every time
there is a slight variation in demand is much more costly than
negotiating flexible working hours or using multi-skilled personnel.
But these measures require a certain amount of preparation which in
the long run will no doubt turn out to be a good investment.

3. Flexibility can be seen as an opportunity for certain segments of the
population to enter the job market (i.e. young people) and for
introducing innovations in terms of job organisation. However, the
downside of flexibility is that jobs are precarious and employees are
insecure and less involved in their work.

4. Technology does not create enough jobs to compensate for those
that are destroyed. It is therefore necessary to rethink the traditional
idea of full-time jobs with set working hours that involve always
performing the same tasks in the same place.

5. Flexibility must be managed in such a way that a balance is struck
between the demand for competitiveness and the need for social cohe-
sion. Increases in productivity should enable us to search for truly
efficient ways to redistribute jobs. Discovering these ways and, above
all, putting them into practice requires mutual discussion among
social agents and a generous amount of imagination and creativity.

FURTHER LINES OF RESEARCH AND STUDY

If the European debate on flexible working practices is to remain open
and fertile, it will be necessary to explore new lines of research
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and study. Academics and social agents alike must rise to this
challenge.

The academic contribution

Academics began to turn their attention to the subject of flexible work-
ing practices when these were first formalised by Atkinson. Although
some authors did mention flexibility prior to 1984, their work usually
focused on its economic and legal aspects and explored the evolution of
different kinds of contract arrangements. It was not until the 1980s and
1990s that there began to be a body of management and human
behaviour literature that dealt with what had up until that time been
the employment market’s ‘missing persons’ (Feldman and Doerpin-
ghaus, 1992).

Outstanding among these studies are those which explore the effects
of particular kinds of flexible working practices (part-time employ-
ment, variable remuneration systems, etc.) on human and organisa-
tional behaviour. But rarely has there been any direct relation
discovered between a particular practice and corporate performance.
In addition, a number of case studies have been written, most of which
describe examples of ‘best practice’ in the use of different kinds of
flexibility. But it must be pointed out that few case studies explore
the unsuccessful companies that also apply flexible working practices.

There is, then, a whole list of specific issues which need to be
systematically and thoroughly studied in both their qualitative and
quantitative aspects and from multi-disciplinary viewpoints. Among
them are:

e The actual costs and benefits of using particular flexible working
practices and combinations thereof.

e Integrating flexible working practices in corporate strategies.

e The effects of legislation and regulations on the use and extent of
flexible working practices.

e Differences in employee salaries, benefits and working conditions
for different kinds of flexible working arrangements.

e How to get short-term employees committed and involved, as well as
keeping corporate data confidential.

e The use and efficiency of functional flexibility and its relation to
other kinds of flexibility.

e The role of trade unions: their importance and the kind of actions
they can take in a situation in which their normal representatives



52 Flexible Working Practices: The Challenges for Europe

(permanent employees) account for an increasingly smaller share of
the workforce.

e The significance and practicality of flexible working practices in
small and medium-sized companies.

Lastly, because it seems likely that jobs as they have been known for
generations will soon cease to exist, research should address the subject
of what work actually means in terms of the individual’s life experience.
Such studies should be almost philosophical in nature and involve
observing and studying other societies, cultures and religions whose
concepts differ from those of our Western world.

The contribution of the social agents

This contribution is decisive because the flexible working practices that
make any economy and its constituent companies truly competitive are
those that are the result of consensus among the parties involved. If this
consensus is to be achieved and, above all, maintained, employers and
employees alike will have to revise their traditional stances and be
willing to jointly take the risks that are an inherent part of all major
processes of social change.

Some of the possible lines of work could be:

e Exploring the possibility of reaching employer-employee agree-
ments on flexible working practices in sectors where conditions are
appropriate. This would involve first selecting these sectors and
defining the terms of possible agreements.

e Bringing the true ‘victims’ of flexible working practices into the
discussion and seriously listening to their opinions and experiences.
This means involving people who are really affected by the situations
and conditions resulting from corporate-imposed flexible working
practices. The Petras Report (Petras, 1996) is a good example of this
kind of study.

e Undertaking actions to promote the changes in culture (working /
living) and the structural changes needed to facilitate geographic and
functional mobility. However, we must not lose sight of the priority
goals of economic, social and personal growth and development. In
short, flexibility is no more than a means towards an end.

e Introducing the issue of secondary education into the discussion.
The system of secondary education in Spain has recently been
reformed and although the intention is praiseworthy, differences in
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opportunities will be further aggravated and the duality of the
current job market will become more pronounced unless the neces-
sary resources are allocated.

e Promoting innovative solutions which would make it possible to
open, or reopen, the doors of the job market to everyone who is
currently excluded. A good example of such solutions are job
pools whereby some temporary employment agencies have recently
begun to rotate employees through several different companies as
needed.

Europe’s contribution to the discussion on flexible working practices
will ultimately be a contribution to progress. Finding a way to strike a
balance between demands for competitiveness and the objectives of
social cohesion will help our economic and social development model
get through this critical moment and enable us to prevent precarious
employment from turning into a permanent and unchanging feature of
our job market.
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3 Job Rotation: An Empirical
Analysis on the Utilisation
and Strategic Integration in
European Companies
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INTRODUCTION

In this chapter the topic of job rotation will be dealt with in three steps.
It is first necessary to give an introduction to the field of labour
flexibility, define the term job rotation, and distinguish it from other
forms of flexibility. Secondly, the relevance of job rotation in European
companies will be looked at. The third step will be a statistical analysis
of whether job rotation in European enterprises tends more to repres-
ent a solitary short-term instrument or whether on the other hand the
implementation of job rotation is accompanied by a more long-term
oriented integration of personnel strategies.

LABOUR FLEXIBILITY

Firms have developed different methods of adapting to economic and
business changes in which the modification of employment practices
plays a central role (Pinfield and Atkinson, 1988, p. 18). In the past,
organisations tried to govern the increasing complexity of tasks with
division and specialisation of labour, but it seems that we have reached
the limit of possibilities in this direction (Bleicher, 1991, p. 3). One
reason is that with professional specialisation the departments of
organisations have tended to develop their own subcultures, which
can cause conflicts and problems over integration and build barriers
between functions, inhibit teamwork and distract attention from
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customer needs (Leveson, 1996, p. 36). A second reason is that strong,
temporary team structures gain in importance, starting with the trend
that a falling share of jobs can be completely formalised and thus
electronically automated, while on the other hand the share of jobs
with a high degree of complexity is constantly growing (Ruf, 1991, pp.
30ff.). This development has clear repercussions for the company’s
hierarchical structure, the company’s internal formalism, the specific
communication structure, and also the spatial and temporal dimen-
sions of HRM. For the employer, labour flexibility is the ability to
quickly reshape the existing supply in terms of configuration, deploy-
ment, and cost (Olmsted and Smith, 1989, p. 51). So in recent times,
more and more organisations have increasingly sought to adopt work
structures which are characterised by their flexibility and adaptability
(Wood, 1989). In many instances this has involved redesigning jobs
around a functionally flexible worker (Katz, 1985; Cordery et al., 1993:
705).

In the discussion of labour flexibility the model of the ‘flexible firm’
developed at the Institute of Manpower Studies (Atkinson, 1984;
Atkinson and Gregory, 1986; Atkinson and Meager, 1986; IMS,
1986) has enjoyed widespread acceptance, despite its conceptual
simplicity and lack of theoretical underpinnings (Pollert, 1988; Pinch
et al., 1991: 208).

One approach to employment flexibility sets four broad cate-
gories: numerical flexibility, functional flexibility, distancing, and
pay flexibility (Pinfield and Atkinson, 1988: 18ff.; Olmsted and
Smith, 1989: 51). Firms use these types of employment flexibility in
different dimensions depending on their specific competitive circum-
stances, the business strategy they develop to meet this competitive
situation, and the constraints and opportunities they face as they
attempt to adjust their employment policies (Pinfield and Atkinson,
1988: 19).

These different types of flexibility have the effect of restructuring
the labour market in firms into ‘core’ and ‘peripheral’ workers.
Simplified, the core group consists of multiskilled, permanent employ-
ees, who are also flexible in working time, in terms of adjusting more
closely to production demands. The peripheral group provides numer-
ical flexibility in the form of, for example, less job security, part-time
work, working on temporary contracts, or being involved in sub-
contracting (Atkinson 1984, pp. 29, NEDO, 1986; Bagguley, 1990,
pp. 737ff.).



58 Job Rotation

JOB ROTATION AS AN INSTRUMENT TO ENHANCING
FUNCTIONAL FLEXIBILITY

Functional flexibility can be defined as the process of increasing the
skill repertoire of workers in such a way that in the outcome the
employees acquire the capacity to work across traditionally distinct
occupational boundaries (IMS, 1986; Cordery, 1989, p. 13; Olmsted
and Smith, 1989, pp. S1ff.; Mueller, 1992; Cordery et al., 1993, pp.
705ft.).

Functional flexibility can have various advantages for the employer
as well as for the employee. The principal argument often mentioned in
the literature states that functional flexibility enables organisations to
respond more flexibly to future changes (Cordery, 1989, p. 20). Against
the background of turbulent and competitive international markets it is
more and more important that the workforce be able to change along
with product or production method changes by redeploying between
activities and tasks (Atkinson, 1984, p. 28). At the same time the
employer can obtain a good recruiting tool. The increasing pool of
skills generates greater labour flexibility and thus reduces labour costs
and improves organisational efficiency and productivity. Additionally,
as people at the lower organisational levels become horizontally and
especially vertically more skilled, this may, for example, lead to a
reduction in supervisory personnel — and may lead to a reduction in
indirect labour costs. On the employees’ side there is the presumption
that flexibility gives rise to an increase in the humanisation of work,
greater security of employment, and more interesting and varied work.
Due to the costs, organisations have to decide for what types of jobs it
will be efficient to increase the labour skills and in which way other
personnel management practices should support such investment in
human capital, for example in the development of internal labour
markets.

Functional flexibility is often associated with different models of
work systems such as job enlargement, job enrichment, and job rota-
tion (Cordery et al., 1991; Cordery et al., 1993, pp. 705ff.), which
represent a reaction to the Tayloristic work system associated with
scientific management (Ulich, 1992, p. 374; Cappelli and Rogovsky,
1994, p. 206).

Job enlargement consists of expanding the field of activity horizon-
tally, i.e. quantitatively, by extending the content of work and joining
several successive work steps. The individual tasks that are to be
fulfilled are not or only slightly changed with regard to their degree
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of difficulty. Concerning job enrichment, on the other hand, the
qualitative aspect is placed in the forefront. The scope of activity is
expanded by enriching the tasks with decision-making powers and
planning and control functions, which is often accompanied by the
conferring of more complex and high-quality tasks. A consequence of
the restructuring of the field of activity is humanisation by way of
reducing the extremely negatively felt repercussions of an originally
high degree of specialisation and monotony (Joerger, 1987, p. 263;
Kreikebaum, 1992, p. 821ff.; Campion and McClelland, 1993, p. 339).

Job rotation implies a — usually systematic — change of workplace by
transferring employees between various areas of responsibility. By
taking over new tasks and by exercising functions independently and
responsibly, the employees’ knowledge and abilities are enhanced and
an impression of the diversity of the company’s individual tasks is
conveyed to them. Thus job rotation not only gives rise to flexibility
but also has the function of reducing monotony and raising the
employees’ productivity. Vocational training such as trainee pro-
grammes often use job rotation as one method (Joerger, 1987, pp.
262ff.; Kreikebaum, 1992, p. 822; Mag, 1992, pp. 693ff.; Mentzel,
1992, p. 2212; Cappelli and Rogovsky, 1994, p. 209). Although to
date there are almost no empirically supported insights concerning
the objectives pursued by the firms in individual cases, the literature
discusses a wide variety of other purposes (e.g. Joerger, 1987, p. 263).
There is a relative consensus about the factors of becoming acquainted
with new areas of activity, augmentation and or expansion of qualifica-
tions as well as extension of the area of employability, i.e. flexibility.
Job rotation can be planned in the long term (e.g. trainee programmes)
but can also be organised at relatively short notice (e.g. use of stand-
ins) (Kreikebaum, 1992, p. 822). If the intensive use or integration of
job rotation as an element of human resource development is pursued,
this can support the finding of jobs corresponding to employee’s abil-
ities and interests, as well as their prospects for promotion. Further
objectives are an increase in or the conservation of performance levels
and the promotion of cooperation. And finally the possible negative
effects of poor selection decisions when filling vacancies and the perso-
nal dependency of employees on their superiors can be limited (Joerger,
1987, p. 263; Cappelli and Rogovsky, 1994, p. 210; Chearskin and
Campion, 1996, pp. 31ff.). These diverse objectives and potentially
positive effects are contrasted with possible disadvantages, as seen
from the point of view of HRM as well as the employees involved,
who are liable to hamper the implementation of job rotation or to



60 Job Rotation

obstruct its positive effects. Following the assumption that job rotation
should go along with systematic personnel planning, the establishment
of job rotation is possibly accompanied by a variety of other tasks for
HRM. This involves an expansion of tasks and especially a rise in costs
which can only be justified by corresponding benefits. Suitable posts
have to be identified, possibly remuneration modalities have to be
adapted, and the growing danger of highly qualified employees ‘float-
ing off” has to be countered. Furthermore it may be necessary to
counter resistance shown by superiors who, for example, are unwilling
to release good employees or who are critical of the lower productivity
encountered at the beginning of each rotation. Simultaneously resis-
tance can arise on the part of employees who might refuse to give up a
job in which they feel at home, thanks to the nature of their work, their
colleagues, or their superiors, because they are afraid the demands
made on them might be too great (Joerger, 1987, pp. 263ff.).!

Moreover a variety of possible forms and features of job rotation is
conceivable, depending on how a firm handles, among other things, the
following questions: Are there fundamental regulations and and or
guidelines for the implementation of job rotation? How is the circle
of participants and the posts involved delimited? Is participation volun-
tary? What time span is covered by the change in workplace? (Joerger,
1987, pp. 266ff.). The questions raised here have, up to now, been the
subject of only limited empirical investigations.

JOB ROTATION: A SHORT-TERM REACTIVE ECONOMIC
APPROACH OR A LONG-TERM APPROACH INTEGRATED IN
THE HUMAN RESOURCES STRATEGY?

There is widespread agreement that work organisation changes have to
be accompanied by supporting human resources practices and strat-
egies. This view follows from the ideas found in the literature on
internal labour markets and points out that group practices and rules
have to fit together logically instead of adopting particular practices
(Osterman, 1994, p. 183). The field of SHRM has triggered a lot of
attention as well as controversy. Up to now there has not been a
comprehensive concept for SHRM that has been able to gain wide-
spread acceptance (Ackermann and Wiihrer, 1984, p. 2; Drumm, 1989,
p. 472ff.; Rodehuth, 1997, p. 38).

A pattern which is recognisable in the actions of the firm is often
described as a strategy (e.g. Mintzberg, 1987, pp. 12ff.). In the
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overwhelming majority of contributions, however, strategy is used in
the sense of systematic planning. In business administration, ‘strategy’
often signifies concepts that aim at adapting the company to a changing
environment (Weber and Klein, 1992, p. 2142). Strategic orientation
can be grasped with the terms systematic, integral, integrative, environ-
ment oriented, long-term, and anticipative (Weber, 1989, p. 12). In the
context of the present problem such a perception of strategy, directed at
the planning intentions, seems useful. Thus Wright and McMahan
distinguish between HRM and SHRM and define the latter as a ‘pat-
tern of planned human resource deployments and activities intended to
enable an organization to achieve its goals’ (Wright and McMahan,
1992, p. 298). On the one hand this definition contains the company’s
strategy as a central factor of influence, on the other hand it stresses the
coordination and matching of the various partial functions of human
resource management. Following the extensive discussion in the litera-
ture (Devanna et al., 1984, p. 38; Schuler and Jackson, 1987; Lengnick-
Hall and Lengnick-Hall, 1988; Purcell, 1989; Hendry and Pettigrew,
1990; Miller, 1991; Schuler, 1992; Schuler, et al., 1993; Brewster and
Hegewisch, 1994; Festing, 1996; Rodehuth, 1997), human resources
strategies can be described as the systematically planned activities
with regard to alterations of the HRM environment that are to a
large extent coordinated, follow common objectives and common pat-
terns (Weber and Kabst, 1997).2

Should there be investment in human capital through the various
instruments such as job enlargement, job enrichment or job rotation,
then it is necessary to secure these afterwards and to make them
exploitable in the long run. This requires a coordinated and objectively
oriented approach to human resources, which up to now has tended to
focus on internal labour markets (Williamson, 1985). It is argued that
one important reason for employers to develope internal labour mar-
kets has been the need to increase functional flexibility. Similar to the
discussion of the formation of internal labour markets (Doeringer and
Piore, 1971; Piore, 1978; Sengenberger, 1987) the discussion and
orientation of HR strategies against the background of transaction
and firm-specific skills is currently attracting more attention (Kullak,
1995; Festing, 1996; Rodehuth, 1997). According to this, HRM is to be
target group oriented, in accordance with the job an employee has to
fulfil or is able to fulfil. In this connection the amount of transaction
and firm-specific know-how an employee is able to provide is of special
importance. This specific know-how cannot be acquired on the external
labour market, so that changing an employee is likely to cause
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considerable new investment. Employees who have these qualifications
or who can provide broad and in particular specific knowledge and skill
in the sense of functional flexibility are of special importance to the
employer. Securing the work of these employees in the long run needs
to be done by efficient HRM, which among other things expresses itself
through the formulation of HR strategies.

Based on the above reasoning we put forward the proposition that
job rotation is a component of strategic-oriented HRM in the sense of a
coordinated, objective oriented personnel management pattern and less
of a short-term economic and reactive instrument.

According to this proposition short-term economic constraints do
not exert a significant influence on the use of job rotation, whereas
organisations with a strategic-oriented HRM approach show a higher
probability of using job rotation than organisations lacking a strategic-
oriented HRM approach.

The proposition put forward here offers cognitive insights, particu-
larly since recently there has been a change in the content of work and a
number of studies have not found any connection between labour
flexibility and managerial strategies (e.g. Brewster et al, 1994, p.
188). Our argument will be statistically tested in the following empirical
section of this chapter, following an introductory reappraisal of the
relevance of job rotation.

EMPIRICAL ANALYSIS
Job rotation in European companies

Within the framework of the Cranet-E 1995 investigation European
companies were asked about the systematic implementation of job
rotation. A share of 20.3 per cent (n = 1286) of the European organisa-
tions surveyed declared they were using job rotation systematically,
while 79.7 per cent (n = 5056) said they were not doing this. Thus only
one in five companies practices the systematic implementation of job
rotation. On the one hand these figures show the existing limits of its
use; on the other hand they emphasise the potential for further imple-
mentation.

However, country specific differences must not be neglected. While
in France only 9.7 per cent of the enterprises surveyed practiced job
rotation, the same was true for 32.3 per cent of the companies surveyed
in Finland. Even within Germany a notable difference can be observed:
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in Western Germany 16.0 per cent report using this instrument whereas
only 9.9 per cent of the East German companies mention implementing
job rotation in a systematic way.

With the help of multiple regression analysis it is possible to see
which countries deviate significantly from the European trend. The
results confirm the differences: firms in Belgium, Finland, Ireland, the
Netherlands, Norway, Spain, Switzerland, and Turkey show a signific-
antly higher probability of implementing job rotation systematically
than the totality of the European companies surveyed. France and
Eastern Germany show a significantly lower probability of using job
rotation systematically and Denmark, Western Germany, Italy, Swe-
den, and the United Kingdom do not show any significant deviation
from the European mean.

Osterman (1994, p. 176) finds when analysing 694 American firms
that in principle 43.4 per cent of them use job rotation. Even intuitively
this result is astonishing in view of the existing variance in European
practice. However, this share sinks to 26.6 per cent of the companies
surveyed, when at least 50 per cent of the core-employees are involved
in job rotation. It could be supposed that the share of American
corporations surveyed with more than 50 per cent of the core employ-
ees involved in job rotation corresponds more to the findings of
Cranet-E, which asked about the systematic implementation of job
rotation.

Table 3.1 Systematic implementation of job rotation according to countries

Systematic implementation of job rotation Y%

Belgium 27.5
Denmark 19.7
Finland 32.3
France 9.7
Germany (East) 9.9
Germany (West) 16.0
Ireland 22.5
Italy 13.9
Norway 22.7
Spain 23.7
Sweden 20.2
Switzerland 28.9
Netherlands 22.7
Turkey 28.6

UK 17.6




64 Job Rotation

Most often job rotation is employed in the manufacturing industry
(22.5 per cent of the companies surveyed), followed by the service
industry (21.2 per cent) and agriculture (20.1 per cent). In the public
sector only 15.1 per cent of the organisations surveyed reported imple-
menting job rotation. The dominance of the manufacturing industry is
not surprising, while the relatively low use of job rotation in the public
sector is of particular note.

Table 3.2 Systematic implementation of job rotation in European companies
according to economic sectors

Agriculture  Manufacturing  Services — Public sector
(%) (%) (%) (%)

Systematic use of
job rotation 20.1 22.5 21.2 15.1

This dominance of the manufacturing sector in the use of job rotation is
supported by other studies, while the role played by the service sector
tends to be assessed at a lower level. Osterman (1994, p. 177) investi-
gated the degree of dissemination of various innovative work practices
(teams, job rotation, Total Quality Management, Quality Circles,
none) in American firms and found that 43.4 per cent of the companies
surveyed used job rotation, whereas the figure for the manufacturing
sector was 55.6 per cent. Pinch ez al. (1991, pp. 209ff.) make a similar
point: ‘Compared with manufacturing, the service sector appears to be
progressing more slowly with changing its employment strategies and
there does not seem to be the same pressure for change as in the
manufacturing sector.’

Company size as measured by the number of employees reveals a
significantly positive influence on job rotation. The larger the com-
pany, the higher the probability of a systematic use of job rotation.

Table 3.3 Systematic use of job rotation according to the number of
employees

1-199 200499 500-999 1000-1999 2000-4999 > 5000
(%) (%) (%) (%) (%) (70)

Systematic use of
job rotation 155 195 22.8 21.2 25.0% 28.5
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Job rotation: a short-term economically conditioned or a strategically
integrated instrument of flexibility?

Next, based on the discussion earlier, the proposition is to be tested
that job rotation is not an instrument of flexibility that reacts to short-
term economic constraints but part of a strategically oriented approach
to HRM.

In the statistical examination of this proposition the dichotomous
variable of job rotation (systematic use: 1=yes and 0=no) serves as the
dependent variable. Performance of organisation (ordinally scaled),
level of competition (ordinally scaled), and change in the number of
employees (ordinally scaled) serve as predictors for an instrument
based on short-term economic constraints. These variables were chosen
in order to be able to recognise the frame in which the companies act.
Economic constraints are expected to be mirrored by intensive
competition, decreasing profits or even losses, and the reduction of
personnel. HRM strategy (ordinally scaled), strategy for training and
development (ordinally scaled), and proportion of salaries and wages
spent on training (metrically scaled) serve as predictors for a strategic-
ally oriented instrument of flexibility. These variables give information
on the existence of strategically oriented HRM and coordinated long-
term activity in continued training.

Table 3.4 Expected relationships between variables

Variables Expected relationship

Predictors for the use of job rotation based on
short-term economic constraints

Performance of organisation ns
Level of competition ns
Change in the number of employees ns
Predictors for the strategic-oriented use of job rotation
HRM strategy +
Strategy for training and development +
Proportion of wages spent on training +

Note: ns = not significant.

Due to the dichotomous attribute of the dependent variable, and the
different scale levels of the independent variables, logistic regression
was chosen as the statistical method. The closeness of fit of the
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adaption is judged with the likelihood-function. The negative double
value of the logarithm is used as measurement. A decline in the value
stands for an amelioration in the adaption. The significant difference
resulting from the inclusion of the various independent variables mani-
fests itself as a chi-square improvement (Biihl and Zofel, 1994, pp.
264-72; Eckstein, 1997, pp. 301-28).

Table 3.5 Correlations of independent variables

1 2 3 4 5

. Strategy for training and development  0.06 0.05 0.00 0.37
. Proportion of wages spent on training —0.14 —0.06 —0.04 —0.11 —0.10

1. Performance of organisation

2. Level of competition 0.08

3. Change in the number of employees 0.19  0.00

4. HRM strategy 0.10 0.07 —0.02
5

6

Note: N = 6342.

Table 3.6 Results of logistic regression

chi-square
Variables Coefficients  t-Statistic ~ improvement
constant —0.3908 1.58 ns.
Predictors for the use of job rotation based on
short-term economic constraints
Performance of organisation 0.0325 0.96 ns
Level of competition 0.1852 1.82 ns
Change in the number of ns
employees —0.0611 1.26
Predictors for the strategic oriented use of job rotation
HRM strategy 0.4289 6.88***  97.375
Strategy for training and
development 0.3806 4.46%**  21.455
Proportion of wages spent on
training 0.1454 4.26%**  23.068
Model chi-square 141.898
p-value 0.0000
n 6.342

proportion of correct classifications 77.49

*p <0.05; ** p < 0.01; *** p < 0.001 (two-tailed).
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The results of logistic regression shows that the predictors based on
short-term economic constraints do not exert any significant influence
on the use of job rotation. Thus job rotation is not an instrument that is
used in order to overcome short-term economic difficulties. This result
sets job rotation fundamentally apart from the rather short-term
approach of numerical flexibility.

On the other hand all three predictors for the strategic integration of
job rotation show a significant, positive influence. Thus there seems to
be evidence for the integration of job rotation in strategic-oriented
HRM. Looking at the explanatory content of the model, however, it
is obvious that other predictors, not examined within our model, seem
to exert a strong influence on job rotation.

These findings confirm our proposition in that short-term con-
straints do not exert any significant influence on job rotation and
underpin Osterman’s (1994, p. 186) investigation, which leads him to
say that ‘neither the presence of unions nor pressure to turn short-term
profits seems to be an important consideration [for innovative work
practices]’. Job rotation seems to be rather integrated into long-term
HR strategies, however, the integration process of job rotation into a
long-term HR pattern may still be in its beginnings. Further empirical
research is necessary to bring light into the extent and type of integra-
tion of job rotation into HR strategies.

CONCLUSIONS, LIMITATIONS AND OUTLOOK

Companies which have a strategically oriented HRM at their disposal®,
manifest a higher probability of implementing job rotation and thus
developing the functional flexibility of their workforce. A possible line
of argumentation for the above-average use of job rotation in strategic-
ally oriented organisations could be that the short-term costs which are
generated through the implementation of job rotation in the firm are
set against its clear medium to long-term utility. Corporations have an
economic interest in amortising the investments effected in human
capital; because of that the question of which employee groups should
be included and how these employments should be secured in the long
run gains in importance.

The organisations surveyed by Cranet-E provided answers to the
question of whether they employed job rotation systematically. From
the answers we cannot deduce to what extent job rotation is a HR
practice directed only at certain employee groups. Furthermore, the
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question remains unanswered as to whether job rotation is only an
introductory measure being used as a prelude to actual employment
(for example trainee programmes for college and university graduates).
The survey allows answers neither about the total duration nor about
particular components nor about the integration into other HR prac-
tices (e.g. evaluation systems). As to the employee groups that are to be
integrated into the scheme, another aspect is of importance: firms may
extend functional flexibility to particular fields only. In the short run
this may affect only a small group of workers in the firm, but in the
long run it is possible that the extension of functional flexibility may
have a powerful symbolic effect on other workers. Pinch et al., (1991, p.
209) state that ‘It is also the case that a large number of workers may be
affected but the extent of the changes has been evaluated by an exam-
ination of the workers who have been affected by changes in their
working practices and by the extent of the changes’.

Echoing (and expanding) Atkinson and Meager’s question (1986, p.
26): “We can surely all agree on the need for greater flexibility: the
questions which we need to answer are how far, how permanently, [fow
strategically,] and in whose interests are we actually achieving it?’ It has
been the aim of this article to give a partial insight into the strategic
collocation of job rotation. A more far-reaching analysis of the strat-
egic integration of flexibility seems necessary.

Notes

1. In addition work on projects should be mentioned as a special case of the
quantitative and qualitative changes in the employee’s leeway, because
recently it is attracting growing attention (Bruch and Kuhnert, 1994, p.
221; Freimuth, 1992, p. 224). Partly autonomous work groups as working
practice need to be referred to: they consist of several employees who direct
themselves and whose activity is determined by the above described forms
of work structuring. Partly autonomous work groups can combine the
benefits of job rotation and job enrichment and can thus improve the
group members’ attitude towards their work (Kreikebaum, 1992, p. 822).

2. In contrast, the fields of strategic personnel management as well as con-
tinued education, which is strongly connected to functional flexibility, are
still dominated by a function-internal view, i.e. still lacking an integrative
overall view (Rodehuth, 1997, pp. 37ff., 69ff.).

3. It needs to be added that the response to the question of the existence of
personnel management strategies — be it written or oral — does not in itself
imply anything about the features, not even the prevailing time span for
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personnel planning or the measures taken for the qualification of the
personnel.
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4 A Comparative Analysis of
the Link Between
Flexibility and HRM

Strategy

Lesley Mayne, Olga Tregaskis and Chris
Brewster

INTRODUCTION

Flexible working patterns have been the focus of considerable comment
and much controversy for some years. The spread of what the Euro-
pean Union refers to as ‘atypical’ working patterns is now widely
recognised and is a key issue for personnel specialists across Europe.
It is a subject which has also been attracting the attention of senior line
managers, trade unions, national governments and the European Com-
mission, as well as academics. Much of this discussion has focused on
the issue of managerial policies: whether the growth in flexible working
mainly reflects structural changes and is a by-product of changes in the
labour market or is the result of purposeful managerial choice, an
aspect of strategic approaches towards HRM.

Much of the writing on flexibility has been criticised for being
‘characterised by a style of global prophesying, sweeping generalisation
from very limited evidence, economical or technical determinism and
an assumption of a radical break from the past’ (Pollert, 1988b). By
basing this chapter on carefully collected, representative data covering
all sectors of the economy, we seek to overcome these cited shortcom-
ings and to explore further one of the central questions the literature
raises; whether the increase in flexibility is the result of a deliberate
strategy by organisations or, rather, just a reaction to circumstances.

This chapter focuses on the use of two particular forms of flexible or
‘atypical’ working patterns: part-time and short-term working. In
doing so no assumption is made regarding the definitional validity of
part-time work as a flexible form of working. Rather, the focus on
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part-time and short-term contracts is based on the fact that together
they make-up a significant part of the flexible working patterns across
Europe. Part-time working is one of the fastest growing forms of
flexible working while short-term contracts, although less significant
in growth terms, are still among the most widely adopted forms of
contractual flexibility used by employers.

We make no attempt here to outline the advantages and disadvan-
tages of flexible working patterns for employers or employees; nor to
explore the different meanings that the associated terms have in the
different European countries (see, for a discussion of these matters,
Brewster et al., 1994);

What this chapter aims to do is examine the proposition that there is
little correlation between those employers who use a considerable
amount of flexibility, defined in terms of part-time and short-term
contracts, and those who take a more strategic approach to HRM.
To do this, we outline briefly the extent and growth of flexibility and
summarise the debate about its link to HR strategy; then after outlining
the nature of our data, which establishes a clear link between the use of
part-time and temporary employment contracts and a strategic
approach to HRM, we develop the core of our argument. This is that
strategy is a more incremental and less formal process than is recog-
nised in much of the writing on HRM; when this more realistic view of
strategy is adopted, our finding that high use of flexibility is correlated
with a more strategic approach to HRM can be reconciled with pre-
vious studies.

THE EXTENT AND GROWTH OF FLEXIBILITY

Among management in particular the drive towards more flexible
working has reached almost the state of an orthodoxy. Over the last
decade or so many assumptions about working time have been broken
down. While the ‘standard’ 9 am-5 pm, 5 days a week permanent
contract has never been universal, what has happened in the last decade
or so is that non-standard patterns have spread extensively — causing a
re-evaluation of the nature of employment

Associated with this development is the breaking down of the
assumed links within organisations between tasks and jobs. Until
recently most managers saw a direct relationship between the two:
reduced work meant fewer jobs; more work, more jobs. This relation-
ship is now seen as much less direct. More work may or may not mean
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more jobs — there is a considerable range of ways other than direct
employment in which the work might be covered. At the furthest
extreme the work can be subcontracted, so that the organisation
achieves the extra work without any increase in numbers employed.
Other options (government trainees, job-sharing, home working and
so on) may involve different numbers of people, for different periods of
time or employed in different formats. These options are now
more widespread, more complex and more difficult to evaluate and
manage (Hutchinson and Brewster, 1994). What is contentious is the
precise meaning of this growth and its impact within and beyond
employing organisations.

There is considerable ambiguity regarding the definition of flexibil-
ity. It has been argued, for example, that part-time work should be
excluded on the grounds that, for the employee, particularly in organ-
isations with many part-timers, there may be little flexibility involved in
part-time work (Walsh, 1990); though most commentators include it on
the grounds that it does increase flexibility from the employer’s per-
spective. Even if this is resolved, Hunter et al. (1993) commenting on
the UK, note that part-time work covers everything from a few hours a
week to the conventional cut-off of 30 hours a week; that the distinc-
tion between temporary and permanent work is not so clear-cut as it
may at first seem, with some permanent workers losing their jobs at
very short notice; and that self-employment is a notoriously grey area.
Internationally the issue becomes even more complicated. For example,
European comparisons of part-time working are made difficult by the
lack of uniform statistical definitions (see Konle-Seidl et al., 1990;
Bruegel and Hegewisch, 1994). Research in the field in Europe tends
to concentrate more on the employment effect of flexible working, that
is, the notion that deregulation of employment protection and the
introduction of more flexible working encourages organisations to
create additional employment (see, for example, Boyer, 1990; Biichte-
mann, 1994). Elsewhere in the world, in Japan and the USA for
example, the debate is notably distinct and more limited (see, as an
introduction, Koshiro, 1992).

Despite the different legal, cultural and labour traditions around
Europe there is a clear trend among employers in all sectors towards
increasing their use of flexibility (Bielenski ez al., 1992). This trend
varies by country, sector and size and has been slowed down by the
impact of the recession. It is nevertheless a clear and largely consistent
development (Brewster et al., 1994). A few details on the two most
common forms of ‘atypical’ working, part-time and temporary
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employment will both indicate the position and provide the basis for
our later analysis.

Part-time employment is playing an increasingly important role in
Europe. One in seven people in the European Community is working
part-time, and part-time employment has been the major area of
employment growth during the last decade. Even taking account of
the varying definitions, the levels of part-time work vary greatly
between different European countries (Commission of the EC, 1992).
There are also variations in the treatment of part-time workers in legal
and social security systems (Brewster et al., 1993).

The share of part-time as a proportion of total employment differs
greatly between countries. Broadly, there is a North-South divide.
Part-time employment is highest now in the Nordic countries, with
the exception of Finland (Brewster ez al., 1993). Within the EC, part-
time work is highest in the Netherlands where, after very rapid growth
during the last decade, by the end of the 1980s over 30 per cent of the
labour force, and six out of ten women, worked part-time. Denmark,
Norway, Sweden and the UK also have an overall part-time share of
over 20 per cent, with more than four out of ten women working part-
time. At the other end of the spectrum are the southern and more
agricultural countries such as Greece, Portugal, Spain and to some
extent Italy, and Ireland, where part-time employment is well below
10 per cent of all employment (Commission of the EC, 1992).

Apart from Denmark, Portugal and Greece all countries within the
European Community saw a growth in the relative share of part-time
employment in their work-forces during the 1980s. The size of this
increase was generally less than 2.5 per cent, except in the Netherlands
with an increase of 10 per cent. In Greece the share of part-time
employment dropped by 2 per cent, while in Denmark and Portugal
there was a more marginal decline (Commission of the EC, 1992). At
the organisational level, recent research shows that while the growth in
part-time employment has slowed down during the recession, there is
still growth nearly everywhere (Brewster ef al., 1994).

Non-permanent (temporary or fixed term) contracts play a lesser
role in the overall labour market in Europe than part-time employment
and their growth during the 1980s is less dramatic; however, as with
part-time employment, levels and growth rates of non-permanent
employment vary substantially across Europe, but remain an import-
ant feature of flexible employment patterns for many organisations. In
general it is the poorer countries of the European Community which
have the highest levels of employees on such contracts. Non-permanent
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employment is highest in southern countries such as Greece, Portugal
and Spain where the percentage of the workforce involved is over 15
per cent and lowest in Luxembourg, Belgium and Italy at around 5 per
cent (Commission of the EC, 1992).

At organisational level, research shows that the use of non-perman-
ent employment is widespread: used by 8 or 9 out of every 10 employers
in all countries except Denmark and Turkey. The ‘wealth divide’ how-
ever is clearer when we look at the share of those organisations in each
country which are high temporary/casual or fixed-term users (those
where at least 10 per cent of the workforce are on such contracts); in
Spain, Portugal, Turkey and the Netherlands more than one-fifth of
organisations are ‘high users’ (Brewster et al., 1994). Growth rates for
non-permanent employment varied substantially during the 1980s,
increasing rapidly in some countries while remaining at a low level or
declining in others (OECD, 1991). The largest increases occurred in
France, where the proportion of non-permanent employment for both
men and women more than doubled between 1983 and 1989 (to 9.4 per
cent of the female and 7.8 per cent of the male workforce); Ireland,
Greece and the Netherlands also show positive increases (Commission
of the EC, 1992).

FLEXIBILITY AND STRATEGY: THE DEBATE

The academic discussion of human resource flexibility at the level of the
firm has been led by British commentators, starting with the work of
Atkinson (1984a, 1984b, 1985; Atkinson and Meager, 1986a, 1986b)
and attacks on the concept led by Pollert (1987, 1988a, 1991). The
model of the ‘flexible firm’ put forward by Atkinson focused on the
type of contracts offered by employers and proposed a differentiation
between a core workforce of (generally) full-time permanent employ-
ees, for whom functional flexibility was seen to be appropriate; and a
peripheral workforce of part-time, temporary and subcontract workers
for whom numerical flexibility was relevant. A further development
adds in the concept of ‘distancing’, which includes even more
peripheral, non-employment relationships such as franchising, self
employment, home working, networking and subcontracting. How-
ever, a distinction between core and peripheral workers on the basis
of functional and contractual flexibility is problematic; many part-
timers, for example, are engaged in jobs which in all other senses
are core for the organisation. Therefore, the examination of those
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on such contracts does not necessarily imply the exclusion of core
workers.

The attacks on the model have argued that it is not a new theory; that
there is little evidence that the growth in flexibility is more than a
reflection of a sectoral shift to the service sector; that the core/peri-
pheral distinction is not useful; and that it confuses analysis with
prescription. Many of the attacks on the concept reflect a distaste for
the effects on the individuals involved, but analytically a central plank
of the attack on the flexible firm concept has been the argument that
there is no evidence that employers in the real world have such man-
power strategies: various authors have argued that managerial motives
of reducing costs are the fundamental cause of certain types of flex-
ibility (Piore and Sabel, 1985) or are evidence that the approach to
flexibility is not strategic (Pollert, 1987, 1991). Rubery (1988) has
pointed out that a coherent managerial strategy in this area is merely
a spin-off from some wider strategy. Other authors have attempted to
identify whether there is a relationship between different forms of
flexibility, such that employers might have been seen to be developing
a ‘full set’ of peripheral workers, or setting use of one type against
another (Blanchflower and Corry, 1987; Hakim, 1990; Casey, 1991).

One group of authors have used a variety of forms of survey to
explore these issues. They include Marginson et al. (1988); Wood and
Smith (1989); Hakim (1990); IRS (1990); Hunter and Maclnnes (1992);
McGregor and Sproull (1992). Most of the commentators here have
failed to find evidence of written, or worked through, strategies aimed
at the creation of a core/peripheral workforce per se. They have con-
cluded that there is, therefore, no strategy, and that the introduction
and expansion of flexible working has been merely ad hoc and reactive.
Commenting on the ‘key research finding’ of one of these studies, that
‘little evidence existed to show increased labour “flexibility” was the
result of a coherent management strategy’, one British trade union
leader wrote ‘This conclusion sits uneasily with the experience of
many unionists’ (Monks, 1994).

Those who have undertaken research at the case-study level have
been inclined to be cautious about denying the absence of any link
between flexibility and strategy. Geary (1992) found evidence to sug-
gest few ‘British firms actively pursue a core/peripheral strategy of the
type outlined by Atkinson’ (p. 266). Nevertheless, there was a recogni-
tion in his examination of recruitment of temporary workers in three
electronic firms, that the choice to use more flexible forms of working
was related to a range of factors including a ‘more strategic’ (p. 267)
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approach to the utilisation of employees. An examination of functional
flexibility leads O’ Reilly (1992) to the conclusion that the flexibility
debate needs to differentiate more clearly between deliberate and ‘inad-
vertent’ strategies. These and other case studies have revealed evidence
of strategies of a more incremental or emergent nature (Collinson et al.,
1990) and in some cases of a very considered kind (O’Connell David-
son, 1993).

It is clear that many of the discussions of strategy in the flexibility
(and wider IR and HRM?) literature assume that strategy formulation
is a rational, deliberate process instituted and controlled by senior
management; this is what the strategy specialists termed the ‘comman-
der model’ (Bourgeois and Brodwin, 1984). This classical view of
strategy was intellectually destroyed by Lindblom’s seminal article on
‘muddling through’ over 35 years ago (Lindblom, 1959). Current
debates are more about the relationship between deliberate and enacted
strategy and the ways in which incremental decisions coalesce within an
organisational culture to define direction (see e.g. Johnson and Scholes,
1988). The counterposing of ‘strategic’ to ‘reactive to circumstances’ in
some of the flexibility literature leads one to question the reality of a
view of strategy that implies that it should not be responsive to devel-
opments in the real world. One classic text even argued that good
managers tend deliberately to avoid being clear about their strategies
partly so that they do not get ‘straightjacketted’ (Wrapp, 1967).

This distinction between classical and incremental models of strategy
development are discussed further in relation to the implications of
these research findings.

THE RESEARCH DATA

We set out to contribute to this debate by utilising both qualitative and
quantitative data. In each case, in order to limit our enquiry, we have
restricted our secondary analysis and discussion to the most common
forms of flexible working, namely; part-time, temporary/casual and
fixed-term contractual work.

Quantitatively, we conducted secondary analysis of existing data we
have collected as part of a wider research project examining HRM
strategies and practices in Europe (Brewster and Hegewisch, 1994).
The survey provides broadly representative data across all sectors of
the economy of organisations with more than 200 employees. This
illuminates the issue of flexibility on a broad, international basis and



Lesley Mayne et al. 79

allows us to draw clear comparisons of the degree of flexibility typical
in the different countries.

The data limits our analysis in two important ways. First, the data is
limited to organisations with more than 200 employees. It is likely that
smaller organisations have quite different approaches to flexibility.
Secondly, because of the nature of our survey, which is fact-based
rather than an attempt to explore opinions, we have had to use a
limited number of general, surrogate measures to identify HR strat-
egies. In this respect our method has equivalence to that used for
similar purposes by Hunter et al. (1993); though they were looking
for strategy at the workplace level, rather than the organisational
level from which our data is taken, and were only examining the UK.
Identification of strategy via a survey means the measures can
test classical notions of strategy as opposed to the incremental per-
spectives.

In order to address the question of whether there is a systematic
difference in the characteristics of organisations utilising flexibility we
identified organisations making high or low use of part-time and
temporary contracts. In order to do this the sample was split into
high and low users of flexibility on the basis of a question asking
organisations to indicate the proportion of employees on part-time
or short-term contracts. Responses to this question were normally
distributed. Organisations at the two extreme ends of the distribution
were selected for analysis. This resulted in a definition of high flexibility
organisations (HFOs) as organisations where at least 20% of the work-
force was employed either on a part-time, temporary or fixed-term
contract; and low flexibility organisations (LFOs) as those where at
most 2 per cent of the workforce was employed on one of the above
forms of contract. These ‘cut-off” levels were selected on a statistical
rather than theoretic basis in order to provide a more polarised and
precise sample for the examination of differences.

The areas examined in relation to flexibility were: organisational
demographics, training and communication policy, line management
involvement, and organisational strategy. Full details of the issues
covered within each of these areas and the results of statistical analyses
are outlined in Appendices I and II. In most cases the survey asked for
‘yes/no’ answers; or for details of numbers or percentages. An excep-
tion was the series of questions on the role of line management (ques-
tions asked if the topics were the responsibility of line managers, line
managers supported by personnel specialists, specialists supported by
line managers or personnel specialists alone). Full details of the survey,
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the sampling and the frequency counts of the results are available in
Brewster and Hegewisch (1994).
On this basis we established four propositions:

1. that HFOs are concentrated among certain groups of employers;

2. that HFOs are likely to be those organisations that are involved in a
variety of linked HR practices, such as a substantial investment in
training.

3. that HFOs are more likely to have a substantial involvement of line
management in HR policy-making; and

4. that HFOs take a more strategic approach to HRM.

The analysis was restricted to five countries, namely the UK, France,
Germany, Sweden and Norway, to ensure that the sample size of
high and low users was large enough for quantitative analysis. This
sample constituted 494 HFOs and 730 LFOs. The statistical procedure
adopted was discriminant function analysis (DFA). This is a technique
that makes it possible to test for significant differences between groups
on the basis of specific criteria. This procedure therefore made it
possible to explore differences between high and low flexible users in
each country, as outlined in the four propositions.

Inevitably, however, with such a research approach the explanatory
value available through company-level studies is lost. For that purpose
other research methods are more powerful and we have, therefore,
supplemented this material with qualitative data gathered through
interviews conducted on behalf of the European Association of
Personnel Management (EAPM). Interviews were conducted with
senior personnel specialists, and in some cases also senior line man-
agers, in their native language, in organisations in Austria, Belgium,
Denmark, Finland, France, Germany, Italy, the Netherlands, Norway,
Portugal, Spain, Sweden, Switzerland and the United Kingdom.
Between one and three organisations were interviewed in each country,
giving a total of 32 cases (Hutchinson and Brewster, 1994). This
approach also allowed for the exploration of less rigid and narrowly
defined concepts of strategy than those examined via the questionnaire.

FLEXIBILITY AND STRATEGY: THE EVIDENCE

When the data from all five countries was combined the results showed
significant differences in the practices of high and low flexible users
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irrespective of national context (Appendix II, Table AII.6). Significant
differences were found on 18 of the 33 practices examined, accounting
for 38 per cent of the variation in scores (Wilk’s lambda 0.6264).

Analysis of the country data independently indicated significant
differences between high and low users of flexibility across the coun-
tries (Appendix II, Tables AII.1-AIL.5). In particular the results indi-
cated that while there was some consistency in the characteristics of
high and low flexible users, there were also differences due to the
national context. In each country context the practices examined were
found to be good predictors of high and low flexible organisations. For
example, in the UK 91 per cent of organisations were correctly classi-
fied as low users of flexibility and 74 per cent of organisations were
correctly classified as high users (Appendix I, Table Al.2). The findings
highlight some of the key characteristics of flexible organisations across
Europe.

Details of the statistical results are given in Appendix I. The key
findings have been summarised as follows:

1. Organisational demographics HFOs were significantly more common
among public and service sector organisations compared with the
production industry. In general HFOs are more likely to have been
increasing as opposed to decreasing the size of their work-forces.
Alongside this was a reported increase over time in the demand for
their products or services. On average across Europe trade union
membership was also reported to be higher in HFOs

2. Organisational policy Fewer differences emerged in organisational
policies relating to staff communication, training and targeting and
monitoring employees. HFOs reported a greater use of trade unions
or works councils as a means of staff communication, particularly in
Norway and the UK. They also reported significantly less use of
workforce meetings or communication through superiors, two meth-
ods which are perhaps less required where there is a strong trade
union presence. The use of surveys as a form of communication was
more frequent among high users. No significant differences in train-
ing were reported although high users did report less monitoring of
the effectiveness of training than low users. In terms of monitoring
and targeting staff the only notable difference across Europe was
reported with regard to the targeting of women for recruitment,
which was more frequent in organisations using high levels of flex-
ibility. In all the organisational policy areas there were a number of
significant differences within each country.
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3. Line management Flexibility was correlated with lower levels of line
management involvement and high levels of HR control. The pro-
cedures differed most in the fields of recruitment and training, with
HFOs carefully retaining responsibility for both of these areas
within the HR department. Other specific practices of organisations
tended to vary within each country.

4. Organisational strategy Most interestingly for enquiry, the data
reveals that HFOs tend to be more strategic in their approach to
HRM. Specifically, such organisations were significantly more likely
to have an HR/personnel director represented on the board for
policy decision-making and to be involved in the development of
the corporate strategy from the outset. They were also more likely to
have a written corporate and HR strategy, though less likely to carry
out manpower planning and to be involved in the development of
the corporate strategy from the outset. They are also more likely to
have expanded their workforce. HFOs reported targeting more
global as opposed to localised markets in their business activities.
Examination of the individual country analysis shows that there is a
fair degree of diversity in how organisations operate. In Germany
and France no significant differences in the strategic practices of
high and low users was found. By contrast Norway and Sweden
reported high levels of HR representation on the board and low
levels of manpower planning. In the UK HFOs were significantly
more likely to have a written HR strategy while LFOs were more
likely to be involved in manpower planning.

In all the cases the profile of high and low flexible users was found to
be country specific.

DISCUSSION: FLEXIBILITY AND STRATEGIC HRM

These results confirm some propositions and confound others. The
finding that high users of flexible work patterns are concentrated in
the service and public sectors replicates other information and perhaps
does little more than give us confidence in our data.

The fact that high users are more likely to be found among organisa-
tions that are growing — in either their production and services or their
numbers of employees — is more surprising. The argument has been
made that flexible working is a reaction to difficult times. Our data
implies that in fact it is linked to success. This implication is confirmed
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by some of the EAPM interview data. While there were a number of
organisations there, particularly in the public sector, that argued that
the cost-effectiveness of flexible working was such that it had been a
rational response to tough economic circumstances, there were others
who argued that flexibility had been introduced to enable them to
improve responsiveness to customer demands, to draw on skilled
labour unavailable for work on other patterns as the organisation
grew beyond its existing workforce capability, or as a deliberate
attempt to create a culture of ‘change’ (Hutchinson and Brewster,
1994). This analysis reinforces some of the questions about the kind
of jobs that will be created by an upturn in the economy in Europe.
There is some evidence here that a substantial proportion of any new
jobs, any reduction in unemployment, will be disproportionately con-
centrated amongst atypical employment.

Arguably, one surprising finding from the demographic data is that
high users of flexible work patterns are, on the most cautious inter-
pretation, not the least unionised. Clearly, with the generally lesser
unionised service sector sharing HFO status with the public sector,
this is not just a sector influence. Perhaps the unions have not been as
antagonistic to flexibility as has been argued. Bielenski er al. (1992)
noted that employee representatives will support certain types of flex-
ibility where these are either introduced to meet the economic needs of
the company or are in response to employees needs. A linked, though
different, argument is that one effect of the unions’ pressure to main-
tain wages has been to encourage employers to look to more cost-
effective employment patterns (Machin and Stewart, 1992; Metcalf,
1993).

There is an argument, which was also advanced by most of the
organisations covered in the EAPM interviews, that the need for
wider understanding and skills, and the danger of lack of employee
commitment inherent in flexible working, will require an increased
investment in communication and training. The evidence presented
here is that there seems to be little correlation between amounts,
analysis of need or evaluation of training and high or low use of flexible
work patterns. Nor does there seem to be much correlation with com-
munication although, as our earlier finding would lead us to expect,
there is a link with use of formal trade union or representative channels.
The explanation for this is not clear. It may be that organisations find
that they can generate the commitment they need without greater levels
of training or communication. It may be that the EAPM respondents
are correct and most HFOs are missing a critical point and are being
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less effective as a result. An alternative explanation is that the ‘flexible
firm’ concept put forward by Atkinson is accurate in identifying that
peripheral workers, not seen as crucial to the success of the organisa-
tion, are much less likely to be the subject of investment of time and
resources for either training or communication.

The data also indicates that the propounded link between line man-
agement influence on HR policies and a more extensive use of flex-
ibility is absent. Indeed, the argument has to be reversed: there is a clear
link between a greater line management involvement and low use of
flexibility. One explanation can be found in a number of the EAPM
interviews where personnel specialists argued that line managers have
multiple objectives, do not always see human resource management as
a key priority and, under pressure, tend to revert to previous assump-
tions about employment patterns. Personnel specialists, on the other
hand, are more familiar with the current debates in the literature and
are more likely to know about the range of employment options. If this
is true, it raises some serious questions about the current drive to share
responsibility for personnel management with line managers. More
research is needed here.

Our qualitative and quantitative evidence supports the view that high
users of flexibility take a more strategic approach to HRM. This is in
direct opposition to the views expressed by many commentators
(including the authors of this chapter in their first analysis of this
material, see Brewster et al., 1994). The survey evidence, which exam-
ines the more classical notions of strategy show high users are more
likely to have an HR presence on the main decision making body of the
organisation, to have written corporate strategies and written HR
strategies. However, it is the low users who are more likely to carry
out manpower planning, confirming the views of some of the EAPM
interviewees, who argued that manpower planning in their organisa-
tions had become obsessed with ‘headcount’ or ‘full-time equivalent’
debates. Their organisations had, therefore, abandoned it as a special-
ism in favour of a more comprehensive review of ‘how to get the work
done’. Interestingly, it was from a base in the traditional manpower
planning discipline that Atkinson (1984b) developed the initial ‘core-
periphery’ model of the flexible firm. The interview data confirms this:
the firms involved included some where the specialists felt they had
been ‘forced’ into flexible working patterns, but in the majority of cases
flexible working had been introduced as part of a more general man-
agement policy — to improve productivity or customer service for
example, or to emphasise a culture of change and focus on work rather
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than jobs. In many cases it was difficult to tease out the exact relation-
ship between flexibility and other managerial objectives because the
change was seen as contributing to two or three different objectives
(Hutchinson and Brewster, 1994, pp. 20-1).

If flexibility is more closely linked to strategy than has been thought
hitherto, perhaps this is because previous commentators have taken a
rather unrealistic view of what ‘strategy’ involves. The concept of
strategy is far from simple or straightforward and needs to be treated
with caution (Crow, 1989; Morgan, 1989). In practice there is no exact
point of determination of strategy and no direct link to implementa-
tion. A perspective which assumes that there is and that takes no
account of the effects of actors, processes and contextual conditions,
will lead inevitably to a finding of absence of strategy (Child, 1985).

Mintzberg (1978, p. 935) argued that ‘formulation’ of strategy does
not take place — it is much less explicit, conscious or planned than that
implies. He suggests using the term ‘formation’ instead. The develop-
ment of strategy is in fact a complex, interactive, incremental and
restricted process (Johnson, 1987), so that it is difficult to define a
point at which the corporate strategy can be ‘finalised’ sufficiently to
allow the ‘HRM strategy’ to be created. (For a brief, clear view of this
issue see Hendry and Pettigrew, 1990, p. 34.) Some concepts of HRM,
particularly those drawn from or following the ‘traditional’ United
States literature complicate this picture by restricting the elements of
what constitutes HRM to imply that, for example, legislation and
employee representatives play no role in strategic considerations
(Guest, 1990; Brewster, 1995). Again, Mintzberg (1987) argues for a
view of strategy which allows for influence from below.

On this understanding of strategy our data becomes even more
intriguing. It indicates that, if we are prepared to accept that strategy
is not the simplistic, linear process that has been sought for in the past,
managements often are taking a strategic view of the introduction or
extension of flexible working into their organisations. Our statistical
survey indicates this, even though our tests for strategy (head of
department on the Board of Directors or the equivalent; written cor-
porate and HR strategies) are drawn from the more limited perspective
of the formalised ‘strategy formulation” approach. In this respect, one
advantage of the international comparison of data may be the oppor-
tunity to compare evidence across more and less formalised cultures.
Our qualitative evidence is more direct and less equivocal. All 32 of the
case-study companies argued that they had entered into flexible work-
ing as part of a strategy to meet corporate objectives (though, of
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course, the nature and scope of the strategies varied) (Hutchinson and
Brewster, 1994).

CONCLUSION

This analysis has implications for several of the groups of commentat-
ors on flexible working practices. For the British trade unions, for
example, it raises some questions about their opposition to flexible
working and not just because it is clear that employees are, for what-
ever reason, accepting flexible working practices. John Monks, TUC
general secretary, has argued that the drive for a deregulated flexible
labour market must be rejected in favour of high-quality, secure
employment; and argued that they can look to the rest of Europe for
examples of how that works (Monks, 1994). The evidence here is that
such a call is flying in the face of current managerial strategies across
Europe. The unions will have a difficult case to make.

For policy-makers at organisational and governmental level, there
may be less concern in the finding that the moves towards flexible
working are correlated with strategic approaches to HRM. The finding
is based on the experience of employing organisations. Many govern-
ments across Europe have, in the last few years, taken action to free
employers from some of the legislative constraints in order to encour-
age employers to adopt policies of flexibility.

For similar reasons, though with perhaps opposite effect, the debates
within the European Union about protection for flexible workers (what
the Commission often calls ‘vulnerable workers’) assume a new per-
spective in the light of evidence that the growth of flexibility is indeed
linked to managerial strategies. On the one hand, the EU is most
effective when it builds upon a foundation of broad consensus, as in
the case of European legislation on equal opportunities for women. It
finds it harder to act against widespread trends where the consensus
among employers is against EU policy. Thus while EU action to
protect vulnerable workers has been valuable in raising the debate, it
has also, arguably, been late and watered down to the point where it
will have little impact in practice. It may be, paradoxically, that such
action becomes even more necessary.

Our analysis also has implications for researchers. Our data is taken
from a broad, ‘thin-slice’ survey. It is valuable to discover that it
supports the evidence of many of the case studies that found that
flexibility was introduced as part of a deliberate strategy. However,
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large-scale survey research, while it is irreplaceable in setting other
work into context and in identifying the unspectacular average, has
important limitations in addressing the kind of issues raised by a more
‘modern’ view of managerial strategy (see the debate started by
McCarthy, 1994 and responses from Fernie and Woodland, 1995 and
Millward and Hawes, 1995). There is a need for more detailed work on
the rationale, and the rationality, of the drive for flexibility. There is
also a need for a new examination of the meaning of HRM strategies
within organisations. Finally, there are serious questions raised beyond
the scope of this article about the position of the flexible workers
themselves and the long-term economic impact of a continued growth
in these kinds of employment relationships.

APPENDIX I

Secondary analysis of survey data

Secondary analysis of the Price Waterhouse Cranfield Survey data was carried
out using DFA. This identified the organisational factors which characterised
low and high users of flexibility as significantly different in the UK, France,
Germany, Norway and Sweden.

High flexible organisations, or HFOs, were defined as those organisations
employing more than 20 per cent of employees on part-time, temporary or fixed
term contracts. In contrast low flexible organisations, or LFOs, were defined as
those organisations employing less than 2 per cent of employees on part-time,
temporary or fixed term contracts.

In Appendix II, Tables 4AIl.1-4AIlL5 detail the results of the DFA analyses
conducted on the data for each of the five countries independently. In Appen-
dix II, Table 4AIl.6 shows the results for the data of the five countries com-
bined, i.e. the European results.

Determinants of flexible practices

Examination of the standardised coefficients and Wilk’s lambda figures
(Appendix II, Tables 4AIl.1-4AIl.5) shows which organisational characteris-
tics are the most important predictors of flexibility. In all countries industry
sector was consistently found to be one of the primary indicators of flexibility.
Expansion of the workforce, targeting of women in recruitment and the pres-
ence of an HR/personnel representative on the board of directors also figured
strongly as predictors of flexibility across Europe. However, the diversity in the
individual country profiles indicates that the operation of flexible practices is
country specific and thus implications for the organisation must be considered
within the national context.
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Table 4Al.1 Discriminant function analysis (DFA) — summary table

Statistics Europe UK France Denmark Sweden Norway
Eigen value 0.5964 0.8968 0.4083 0.4331 1.414  1.319
Canonical correlation 0.6112 0.6876 0.5385 0.5497  0.7654 0.7542
Wilk’s lambda 0.6264 0.5272 0.7100 0.6978  0.4142 0.4312
Chi-square 567.37 334.17 70.02 77.72 103.12 101.78
D.f. 18 16 11 10 14 16
Significance 0.0001 0.0001 0.0001 0.0001  0.0001 0.0001

Table 4A1.2 Classification results

Country % Correct low users % Correct high users N

UK 91 74 532
France 86 58 212
Germany 95 55 223
Sweden 80 90 126
Norway 88 87 131
Europe 87 68 1224

Table 4Al.1 provides a summary of the DFA statistics for each country and
Europe as a whole, indicating the success of each of the discriminant models.
The percentage of variance accounted for by each of the DFA solutions ranges
from 59 per cent in Sweden to 29 per cent in Germany (Norusis, 1988).

The results also show the high level of predictive accuracy of each model (Table
4AI1.2). In the UK 91 per cent of low users were predicted correctly and 74 per
cent of high users. The figure for Europe shows correct prediction for low users
was 87 per cent and 68 per cent for high users.

Table 4AI.3 summarises the relationships between flexibility and HRM
practices across Europe. The left-hand column of the table details the organisa-
tional characteristics examined. The letter ‘H’ indicates that high flexible organ-
isations (HFOs) were more likely to be active in relation to the organisational
characteristics examined. The letter ‘L’ indicates that low flexible organisations
(LFOs) were more active. The horizontal heading indicates the country categ-
ories: D = Germany, F = France, N = Norway, S = Sweden, UK = United
Kingdom, with EUR indicating the combined figures for the five countries
examined.
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Table 4A1.3 Characteristics of high and low users of flexible working

practices

Organisational characteristics
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Organisational demographics
High trade union membership
Service sector

Public sector

Increased number of employees
Increase in product/service

Organisational policy
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Monitor women’s recruitment
Monitor ethnic recruitment
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Target disabled

Target ethnic minorities
Target women

Training

No. of days spent on training
Analyse training needs
Evaluate training

Communication

Communicate through
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Line management
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Table 4AL3 (Cont.)

Organisational characteristics Eur D F N N UK
Strategy translated into L

work programmes
Manpower planning L L L L

Notes: L=used significantly more by LFOs; H=used significantly more by
HFOs.

APPENDIX II - COUNTRY DFA RESULTS

Table 4AI1.1 DFA results for UK data

Standard Wilks

Variable coefficients  lambda  Significance
Public sector*® 1.0154 0.6458  0.0001
Service sector* 0.5276 0.5688  0.0001
Target women 0.1362 0.5621  0.0001
Written corporate strategy —0.2036 0.5552  0.0001
Increased no. of employees 0.1113 0.5518  0.0001
Evaluate training —0.1559 0.5490  0.0001
Written HR strategy 0.1164 0.5457  0.0001
Communicate through trade unions/

works councils 0.1346 0.5429  0.0001
Line managed training —0.1302 0.5404  0.0001
Line managed labour demand 0.1143 0.5378  0.0001
Monitor ethnic recruitment 0.1774 0.5352  0.0001
Manpower planning —0.1036 0.5328  0.0001
Communicate via surveys 0.0871 0.5312  0.0001
Increase in products/services 0.0814 0.5297  0.0001
High trade union membership —0.0818 0.5284  0.0001
Monitor women’s recruitment —0.0966 0.5272  0.0001
Notes: N=532.

*Production is equal to the constant to which all others are compared.

Table 4A11.2 DFA results for Norwegian data

Standard Wilks
Variable coefficients lambda  Significance

Public sector* 1.1681 0.6590  0.0001
Service sector* 0.4569 0.6055  0.0001



Lesley Mayne et al. 91

Table 4A11.2 (Cont.)
Line-managed health/safety —0.2225 0.5702  0.0001
Head of HR on main board 0.2230 0.5457  0.0001
Target disabled —0.2485 0.5295  0.0001
Target women 0.3284 0.5128  0.0001
Target ethnic minorities 0.2959 0.4969  0.0001
High trade union membership —0.3064 0.4838  0.0001
Increased no. of employees 0.3097 0.4756  0.0001
Target older workers —0.1480 0.4666  0.0001
Use of suggestion schemes —0.2254 0.4589  0.0001
Increase in product/service —0.2115 0.4527  0.0001
Use of trade unions/works councils 0.1687 0.4474  0.0001
Monitor women’s recruitment —0.1566 0.4426  0.0001
HR dept involved from the outset in

corporate strategy 0.2127 0.4368  0.0001
Manpower planning —0.1639 0.4312  0.0001
Notes: N=131.
*Production is equal to the constant to which all others are compared.
Table 4A11.3 DFA results for Swedish data

Standard Wilks

Variable coefficients lambda Significance
Public sector* 1.1421 0.8276 0.0001
Service sector* 1.1183 0.5849 0.0001
Manpower planning —0.4105 0.5585 0.0001
Regular workforce meetings 0.3131 0.5281 0.0001
Increase in product/service 0.3599 0.5043 0.0001
Target disabled 0.2154 0.4860 0.0001
Line managed pay & benefits —0.2485 0.4715 0.0001
Head of HR on main board 0.2154 0.4616 0.0001
Evaluate training 0.2824 0.4453 0.0001
No formal communication —0.2355 0.4368 0.0001
Strategy translated into

work programmes —0.1580 0.4294 0.0001
Monitor women’s recruitment —0.2084 0.4224 0.0001
Analyse training needs —0.1932 0.4163 0.0001
Monitor ethnic recruitment 0.1706 0.4109 0.0001
Notes: N=126.

*Production is equal to the constant to which all others are compared.



92 The Link Between Flexibility and HRM Strategy

Table 4AI1.4 DFA results for German data

Standard Wilks
Variable coefficients lambda Significance
Service sector™® 0.7010 0.8896 0.0001
Public sector* 0.7538 0.7797 0.0001
Increased no. of employees 0.3103 0.7490 0.0001
No. days spent on training 0.2109 0.7399 0.0001
Regular workforce meetings 0.2875 0.7322 0.0001
Use of suggestion schemes —0.2154 0.7238 0.0001
No formal communication 0.2403 0.7126 0.0001
Target older workers 0.1612 0.7068 0.0001
Line managed labour demand —0.2016 0.7024 0.0001
Line managed pay & benefits 0.1632 0.6978 0.0001

Notes: N=223.

*Production is equal to the constant to which all others are compared.

Table 4AI1.5 DFA results for French data

Standard Wilks
Variable coefficients lambda Significance
Increased no. of employees 0.4024 0.9154 0.0001
Public sector*® 6759 0.8472 0.0001
Target older workers 0.2234 0.8177 0.0001
Service sector 0.3335 0.7952 0.0001
Written corporate strategy 0.2604 0.7775 0.0001
Analyse training needs —0.3304 0.7616 0.0001
Target women 0.3218 0.7446 0.0001
Line managed training —0.3009 0.7303 0.0001
Regular workforce meetings 0.2631 0.7207 0.0001
No.s days spent on training —0.1771 0.7138 0.0001
High tradeunion Membership —0.1404 0.7101 0.0001

Notes: N=212.

*Production is equal to the constant to which all others are compared.

Table 4A11.6 DFA results for the five country European data

Standard Wilks
Variable coefficients  lambda Significance
Public sector*® 0.9766 0.7610 0.0001
Service sector* 0.5878 0.6810 0.0001
Increased no. of employees 0.0663 0.6629 0.0001
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Table 4AIL6 (Cont.)

Head of HR on main board 0.1559 0.6556 0.0001
Target women 0.1361 0.6496 0.0001
Manpower planning 0.1657 0.6441 0.0001
Use of trade unions/works councils  —0.1565 0.6396 0.0001
Regular workforce meetings 0.1013 0.6375 0.0001
Communication via superior —0.0938 0.6358 0.0001
Increase in product/service —0.1084 0.6346 0.0001
Line managed training 0.1095 0.6336 0.0001
Line managed recruitment —0.0718 0.6323 0.0001
Evaluate training —0.0881 0.6311 0.0001
Written HR strategy 0777 0.6297 0.0001
High trade union Membership —0.0879 0.6285 0.0001
Written corporate strategy 0.0663 0.6277 0.0001
Communicate via attitude surveys 0.0564 0.6270 0.0001
HR involved in corporate strategy 0.0001
from the outset 0.0539 0.6264

Notes: N=1224.
*Production is equal to the constant to which all others are compared.
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S Flexibility in Profile: An
Empirical Analysis Based
on the Data of 394 Belgian
Companies

Dirk Buyens, Tine Vandenbossche and
Ans De Vos

INTRODUCTION

Various authors suggest that with reference to the organisation of
labour a new era has come (Bridges, 1994; Gamst, 1995; Halcrow,
1997; Handy, 1995 Lefever and Broecks, 1997). In the past organisa-
tions could only deal with variations in demand using technical unem-
ployment and temporary employment. Nowadays, organisations have
a lot more flexibility to deal with these fluctuations. As the environ-
ment is getting more complex and changes are occuring more rapidly,
organisations are faced with the issue of how to cope effectively with
those changes and in which manner personnel management can stimu-
late flexibility. Flexibility can take so many shapes. Talking about
flexibility is talking about atypical working arrangements, which
means labour that is different from labour based on an employment
contract for an indefinite period of time, full time, in the day-time, and
on the usual working days. It seems that the traditional employment
contract or the traditional full-time, long-term job in which the
employee has to work a fixed amount of days a week or a fixed amount
of hours a day a month, doing a well-defined job for an indefinite
period of time, is under review again. Hence, it is being argued that
flexible working practices could make organisations more versatile.
Flexibility is regarded as one of the most important tools in the tough
worldwide competition.
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METHODOLOGY AND RESULTS

Now let’s have a look at the reality in Belgian industrial life. The key
question is here: to what extent are these trends visible in Belgian
organisations? The results of the questionnaire on ‘international strat-
egic Human Resource Management, offer some concrete data on this
issue (Cranfield Project on International Strategic HRM, 1995). Within
the framework of this study a questionnaire measuring various aspects
of the HR function including flexible employment was administered to
the 1000 largest companies of the country: 394 organisations particip-
ated in the study. The questionnaire was filled in by HR managers on
behalf of their organisations. The results provide more insight into the
different working arrangements Belgian companies use in order to
obtain a more flexible work force. In addition to that an overall picture
is provided of the specification of jobs in organisations.

Working arrangements stimulating flexibility

The most frequently used flexible working practices are overtime (90 per
cent of the participating organisations use this), weekend work (73 per
cent), shift work (80 per cent), part-time work (80 per cent), fixed-term
contracts (80 per cent), temporary work (74 per cent), subcontracting/
outsourcing (69 per cent) and flexible working hours/time (65 per cent)
(see table 19). Our results indicate that the use of these working arrange-
ments certainly has not decreased over the last years. On the contrary:
flexibility is growing. Yet what is remarkable is that, although these
arrangements are widely recognised and used by most of the companies,
their use on the level of the organisation is in most cases rather limited.

There are in addition some working arrangements that are only used
by a minority of the participating organisations such as teleworking
(10 per cent of the particular organisations), home-based working
(12 per cent), annual hours contracts (18 per cent), and job sharing
(30 per cent).

Part-time work

Part-time work has been put forward as a solution to the problem of
balancing career and family demands (Adams, 1995; Bassi, 1995; Eber-
hardt and Moser, 1995; Gardner, 1996; Halcrow, 1997).

Of all the participating organisations 20 per cent do not use part-time
work; while 80 per cent of the organisations do, although to a small
degree.
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Table 5.1 Proportion of organisations using flexible working arrangements

% of organisations

Weekend work 80
Shift work 80
Overtime 90
Annual hours contract 18
Part-time work 80
Job sharing 30
Flexible working hours/time 65
Temporary/casual 74
Fixed-term contracts 80
Homebased work 12
Tele-working 10
Subcontracting/outsourcing 69

For 25 per cent of the organisations using part-time employment, the
approximate proportion of the workforce who are on such a contract is
less than 1 per cent , while 41 per cent of the organisations employ 1-5
per cent of the employees on a part-time basis. Of the organisations
using part-time work 61 per cent report that the use of this working
practice has increased over the previous 3 years, which means that the
above mentioned percentages must have been even lower before. In 6
per cent of the organisations the number of part-time workers
decreased over the last three years (see Table 5.2).

Part-time work is undeniably appealing, but it does also contain
dangers. A common problem is the lack of continuity in customer-
service standards, especially in the service sector. Even so, many pro-
blems can be avoided if handover procedures at the end of the shift are
thorough.

Fixed-term and temporary employment

Fixed-term and temporary contracts are important flexible work
options which have increased significantly in use over the last three
years (Aikin, 1997; von Hippel, et al., 1997). Nowadays, organisations
want to keep the number of their permanent staffing as low as possible
and they call on temporary workers for peak demand or specific orders
or assignments. And as temporary employment is the best solution to
these demands, the method has become established. Fixed-term con-
tracts are comparable to temporary contracts, but offer less flexibility.
However, employers like fixed-term contracts because they allow them



100 Flexibility in Profile

to take people on without making long-term financial commitments
and because they provide a cheap and easy way to end employment
when the term expires. Now, let’s have a look at the figures regarding
fixed-term and temporary employment in Belgian organisations. 74 per
cent of the participating organisations use temporary/casual work,
while 80 per cent use fixed-term contracts. However, our results suggest
that at the level of the company only a limited proportion of the work-
force is on such contracts. In a substantial number of the organisations
(79 per cent) the proportion of the workforce who is on a fixed-term
contract does not exceed 5 per cent , while 77 per cent of the organisa-
tions employ less than 5 per cent of their workforce on a temporary/
casual basis. The use of temporary/casual work and fixed-term con-
tracts increased over the previous three years in more than half of the
participating organisations (55 per cent). Only 8 per cent of the respon-
dents decreased employment on a temporary/casual basis, while 7 per
cent decreased employment on a fixed-term basis.

The reasons that organisations give for the increase in the proportion
of employees on non-permanent contracts (fixed-term or temporary)
are diverse. 29 per cent of the organisations do so because of fixed-term
projects, 20 per cent because of a recruitment freeze and 15 per cent
because they want to reduce staff costs.

Flexible working hours/time

The rise of flexibility is not only expressed in the success of (new)
flexible working arrangements, but also the working day itself gets

Table 5.2 Change in the use of flexible working arrangements over the last 3
years

Increased (%)  Same (%) Decreased (%)

Weekend work 35 60 5
Shift work 31 62 6
Overtime 21 61 17
Annual hours contract 30 61 9
Part-time work 61 34 5
Job sharing 53 44 3
Flexible working hours/time 46 52 2
Temporary/casual 55 37 8
Fixed-term contracts 55 38 7
Homebased work 47 49 4
Tele-working 50 47 3
Subcontracting/outsourcing 65 32 3
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more and more supple (Reveley, 1995; Anonymous, 1996; Wallace,
1997). Sliding working times, a flexible working week or overtime are
some examples of the working day becoming more flexible. According
to the alliance of Belgian companies the number of wage-earners per-
forming irregular hours is increasing every year (VBO Bulletin, 1997).
When we look at the Belgian figures, we see that 46 per cent of the
participating organisations makes use of flexible working hours/time.
Almost half of the participating organisations (46 per cent) increased
their use of this kind of flexible working arrangement over the last three
years. In 52 per cent of the organisations the use of this method stayed
the same over the last 3 years. Only 2 per cent of the participating
organisations decreased their use of flexible working hours/time over
the last three years.

Home-based working and teleworking

Home and teleworking, sometimes also called ‘flexiplace’, have been
promoted as the working method of the future (England, 1996;
Raghuram, 1996; Guthrie 1997; Nilles 1997). Among the factors driving
the growth of telecommuting are economic trends towards downsizing,
increasing market competition, faster and better technology, and a
greater emphasis on hiring and retaining qualified workers (Anon-
ymous, 1995). Information and communication technology provides
organisations with a whole range of new possibilities for performing
work and structuring the organisation (Lindstrom, et al., 1997). Tech-
nology can be used by companies so that the work doesn’t have to be
carried out at the office or in the immediate environment of the office.
Employees don’t have to waste their time and energy in traffic jams,
which fosters their efficiency. Research conducted in the US has shown
that advanced technology and its use has a small role in telework
(England 1996). According to England (1996), telework has more to
do with HR planning and task design than with technology. And that is
because telework is a management strategy enabling performance of
work at another place than the traditional workplace. But, perhaps, the
main advantage for employees is the greater flexibility it affords to
coordinate work schedules with personal and family responsibilities.
Yet our results indicate that teleworking is seldom used in practice.
Only a small part of the participating companies (10 per cent) use
teleworking. Moreover, companies remain careful with the utilisation
of teleworking. In 68 per cent of the companies teleworking involves
less than 1 per cent of the workforce (see Table 5.3). On the other
hand teleworking seems to show a positive evolution over the past three
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Table 5.3 Proportion of workforce who are on specific contracts

Fixed- Home-

Shift  Annual Part-time Temporary/ term based Tele-
% work hours — work casual contracts work — working
<1 9 46 22 37 32 69 69
1-5 15 24 42 40 47 145 15
6-10 6 5 16 14 14 8.5 8
11-20 13 5 10 7 6 4 4
>20 57 20 9 2 3 4 4

years. In half of the companies using teleworking it increased, while
only 3 per cent of the companies decreased their use of teleworking.

The use of home-based working, which means working at home
without necessarily being on-line connected with the company, is lim-
ited within the participating organisations (only 12 per cent). Further-
more, 69 per cent of the organisations using home-based working do so
for less than 1 per cent of their workforce : it remains rather limited at
the level of the organisation. When we look at the change in the
utilisation of this working arrangement over the last 3 years an increase
can be observed in almost half of the participating organisations (47
per cent), while the utilisation of it remained stable in 47 per cent of the
participating organisations. Only 4 per cent of the organisations using
home-based working report a decrease of this method over the last 3
years.

Amongst the reasons that telecommuting programmes, launched by
companies, did not succeed are poor technology planning, unrealistic
expectations, culture shock and lack of trust. Important for the success
of home and teleworking is that there is a climate and culture based on
trust, instead of control. But tele-and home-working as flexible work-
ing practices do also have disadvantages. For instance, this method
requires discipline. Employees could work too little or too much. The
division between work and family could tend to disappear because the
employees’ working instruments (laptop computers, cellular phones,
beepers, etc.) are always in front of them at home. It is also suggested in
the literature that telework alters the context within which teleworkers
acquire knowledge (Raghuram, 1996). Because of sophisticated infor-
mation technologies, teleworkers have greater access to on-line
information and documentation. According to the author, this access
creates the potential for higher explicit knowledge in comparison with
the traditional work environment. However telework increases the
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physical distance from work and decreases the ability to socialise. And
Raghuram (1996) argues that increased physical distance would create
a challenge in the teleworkers’ abilities to acquire tacit knowledge.
Socialisation, mentoring, training and documentation practices, there-
fore, become important for maintaining knowledge in the organisation.
According to Guthrie (1997) teleworking offers a challenge to the issues
of trust, time versus quality, and the definition of what work entails. In
spite of the many advantages home and teleworking offer, one has to
realise that communication between employees is a crucial factor and
irreplaceable.

Annual hours contract

Among the most important innovations in flexible working time
arrangements is the annual hours contract (Holder, 1995; McMeekin,
1995; Thatcher, 1995). Annual hours contracts aim to provide a more
cost-effective way than overtime of dealing with cyclical variations in
demand. So the competitive pressure for closer control of labour costs
is one of the important stimulating factors. The annual hours arrange-
ment involves determining the actual demand pattern of the (manufac-
turing) process during the course of the year and then allocating labour
accordingly. Maximum labour costs accrue when there is insufficient
work to keep the workforce occupied, while minimum labour costs will
be achieved during periods of peak demand because employees are
motivated to use their time effectively. According to Holder (1995)
the trick is to attain the latter situation on a regular basis. In the
past, annual hours systems were associated with shiftworkers
and manufacturing companies, but now we also find them in the service
sector (McMeekin, 1995). Of all the participating organisations 18 per
cent say they use annual hours. In addition to that, 30 per cent of
the respondents reports an increase of this method over the last 3 years,
while 61 per cent of the respondents report that the use of the
annual hours contract stayed the same. Only 9 per cent of the organisa-
tions decreased their use of annual hours. With reference to the orga-
nisations involved, the utilisation of the method is rather limited: in 71
per cent of the organisations it involves less than 5 per cent of the
workforce.

Outsourcing

As more companies focus on their core business, outsourcing of activ-
ities which are not core activities, is on the rise (Correia, 1994; Sweeny,
1995; Benson and Ieronimo, 1996; Elliott and Torkko, 1996; Deavers,



104 Flexibility in Profile

1997; Vaughn, 1997). According to Elliott and Torkko (1996) compa-
nies today are using outsourcing in order to achieve strategic advant-
ages, such as a management focus on core businesses, long-term
flexibility, regular access to leading practices, new skills and culture,
and an internal customer/supplier orientation. Elliott and Torkko
(1996) call this practice ‘strategic outsourcing’. According to Deavers
(1997) several factors tend to increase outsourcing simultaneously, such
as rapid technological change, increased risk and the search for flex-
ibility, greater emphasis on core corporate competencies and globalisa-
tion. Deavers (1997) argues that, in this broader context, outsourcing is
the result of a complex change in the cost boundaries facing firms as
they choose between inside and outside production. So outsourcing can
be considered as an arrangement promoting flexibility. By doing so the
company gets more space to concentrate on its core activities and
develop a flexibility-based policy on the core activities: 70 per cent of
the participating organisations report that they outsource certain acti-
vivities. The results show an increase over the last 3 years: 65 per cent of
the participating organisations increased their use, while only 3 per cent
decreased their use, of outsourcing or subcontracting.

An important implication of outsourcing for HRM is that, as out-
sourcing becomes more widespread within organisations, HR profes-
sionals need to sharpen their negotation skills when selecting and
working with outside vendors that provide a number of services. The
HR department has to act as a broker of talent and expertise, has to
develop screening and selection criteria, has to coordinate training, and
has to oversee budgeting and billing practices (Correia, 1994).

Specification of jobs

A very important aspect of flexibility is concerned with how jobs them-
selves are organised. In addition to the use of flexible working arrange-
ments, there is a change in the specification of jobs over the last 3 years.
There is a strong drive to open jobs up and make them intrinsically more
flexible. The majority of the respondents indicate that there have been
changes in job content. The question on the specification of jobs was
asked with reference to four categories (see Table 5.4).

Of all the participating organisations 68 per cent report a major
change in the specification of management jobs: the same number of
companies sees a change in the specification of professional/technical
jobs. 61 per cent of the respondents report a change in the specification
of clerical jobs, while 66 per cent report a change in the specification of
manual jobs.
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Table 5.4 Proportion of organisations with changes in the specification of
jobs over the last 3 years

Management  Professional/

(%) Technical (%)  Clerical %  Manual %
Major change 68 68 61 66
Jobs made more
specific 18 27 18 17
Jobs made wider/
more flexible 51 44 44 44

Key question is: What is the direction of these changes ? Our results
on the whole suggest that jobs are being made wider. About half of the
HR managers argue that jobs are made wider on different levels (51 per
cent for management jobs, 44 per cent for professional/technical jobs,
44 per cent for clerical jobs, 44 per cent for manual jobs): 82 per cent of
the participating organisations say that managerial jobs are not made
more specific, 73 per cent report that professional/technical jobs are not
made more specific, 82 per cent report that clerical jobs are not made
more specific and finally 83 per cent report that manual jobs are not
made more specific.

The results on the whole show a trend towards broadening of job
contents, in which the different subtasks gradually become more
important than a well-defined job specification. This trend suggests
that the narrowly defined ‘job construct’ tends to decrease in import-
ance. Probably these results fit with the trend towards functional flex-
ibility. Employees are being recruited for jobs which are more or less
defined and described. Multi-skilled employees and the possibility of
giving employees different assignments during their career in the com-
pany is very important in the new organisation of labour.

CONCLUSION

We conclude that several flexible working practices are used in many
companies, yet that the frequency of use, more specifically the propor-
tion of the workforce who are on the contracts involved, is rather
limited: the majority of the participating organisations has a whole
range of arrangements, but they are used to a small degree. This also
explains why the figures at the national level are so low. But then again
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the increasing trend towards the use of different flexible working pra-
tices could mean that this could change in the future. Important influ-
encing factors are the legislative context and a society in which
flexibility is more and more considered as a crucial aspect.

At the same time as the gradual increase of different flexible working
practices, there is also a shift in the meaning of jobs. On the one hand
tasks which are strategically less important for the core activities of the
organisation are given up. On the other hand the content of jobs gets
less explicitly formulated. It seems then that flexibility is gradually
finding acceptance in Belgian entreprises. However, Lefever and
Broeckx (1997) argue that companies are still managing labour time
too little. It seems that organisations find it difficult to use flexible
working practices. A possible explanation, according to Lefever and
Broeckx (1997), is that Belgian organisations have fears that they have
to negotiate on that with the unions. Nevertheless, thanks to the exist-
ing flexibility there are many options to reduce labour costs.

Finally, one has to take into account not only that the existing
arrangements are very various, but also the wishes and needs of the
employees. There are employees who want to work less on a lasting
basis. Beside these part time workers, there are people who want to
leave their permanent job for a shorter or longer time so as to do
something completely different. Still others just want to keep on work-
ing, but under other circumstances (home-based work, for instance), or
under another statute ( as an independent worker for instance), or in
combination with studying again.

But we also have to realise that flexibility is more than just flexible
working arrangements or practices. Above all it has to do with having
the chance to be really flexible. Employees can only be flexible and
multi employable if they get the chance to be so. This needs structures
to be changed.

Flexible working practices can be promoted by a society in which an
appropriate legislative context is created and in which both employees
and employers are asked to be flexible with reference to the organisa-
tion of the labour process.
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6 Flexibility in Norwegian
and British Firms:
Competitive Pressure and
Institutional Embeddedness

Paul N. Gooderham and Odd Nordhaug

INTRODUCTION

The purpose of this chapter is to broaden our understanding of those
factors which condition the use firms make of HR strategies aimed at
enhancing their ability to respond flexibly to an increasingly changing
environment. In particular, we will focus on the variations made by
firms in their pursuit of greater levels of numerical flexibility. The main
thrust of our argument is that such pursuits will not simply be a
rational, firm-based response to market conditions, but will not least
be a product of the institutional context within which firms are
embedded. In order to test this proposition, developments in Norwe-
gian and British firms will be compared.

First, we sketch the main arguments which suggest that firms are, to
an increasing degree, having to confront heterogeneous, dynamic and
therefore uncertain environments. This development is the base from
which the so-called ‘soft’ variants of HRM have evolved. It is, however,
maintained that these variants are inadequate in that they fail to
address the needs many firms have for a substantial degree of numerical
flexibility. However, simply arguing that numerical flexibility must be
incorporated in delineations of HR strategies would be too simplisitic.
There is an additional need to incorporate perspectives from the new
institutionalism in organisation theory, which emphasise that the
autonomy a firm enjoys to enact strategies for achieving numerical
flexibility is largely determined by the national context. In other
words, the choices available to Norwegian and British firms will be
significantly coloured by their respective institutional contexts, not
least in regard to laws governing employment and the power of trade
unions. In order to test this argument, we will compare Norwegian and
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British firms in relation to three methods for generating numerical
flexibility: temporary employment, part-time employment and the use
of sub-contractors. The choice of these two countries as test cases for
our argument is occasioned by their very different institutional trajec-
tories since the early 1980s. Whereas the institutional parameters Brit-
ish firms operate within have been significantly liberalised, those of
Norwegian firms have remained unchanged and relatively highly regu-
lated.

TOWARDS NEW ORGANISATIONAL FORMS

Within recent organisation theory it has become commonplace to argue
that firms are making radical changes to their organizations (Stone and
Eddy, 1996). It is argued that the traditional organisational form
characterised by specialisation, vertical control and centralised decision
making is inadequate in relation to the external demands being made
on firms. These demands may be summarized in terms of two dimen-
sions (see Figure 6.1). Environmental stability refers to the pace of
technological change that has to be dealt with. The greater the pace,
the more critical the innovative ability and HR development capability
of the firm become. The other dimension, environmental complexity,
refers to the degree to which product standardisation may be achieved.
Mass production and corresponding economies of scale are problem-
atic if the firm has to meet the needs of increasingly heterogeneous
customers who demand personalised products or services.

The two dimensions of Figure 6.1 produce four generic situations to
which firms may be assigned.

Environmental Stability/Change

Stable Dynamic
Il .
Homogeneous Machine, . Simple,
centralised, ' centralised
Environmental standardised !
Complexity @ [romemmemmmeeees i it
] Y
Heterogeneous Professional, | Organic,
decentralised : decentralised

Figure 6.1 Organisational environments and types
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Traditionally, manufacturing firms have moved from quadrant I to
quadrant II as they have succeeded in developing the routines required
for successful mass-production. Service industries such as banking have
on the other hand been located in quadrant IIT because they serve a
variety of different groups. Environmental stability has meant though
that it has been possible to develop a formalised division of labour
which is reflected in the formation of professions. Increasingly though,
it is argued, firms are being pushed into quadrant I'V by a mix of forces
that include the globalisation and fragmentation of markets and rapid
technological change (Pfeffer, 1994). This quadrant is characterised by
dynamic and heterogeneous external conditions (Burns, 1963). This
fosters a need for a strong customer focus and a management approach
that ensures that quality control is conducted, not on the basis of
routines and vertical control, but on the basis of flexible, decentralised
systems. Such systems are dependent on the establishment of a new
psychological contract between firm and employee in which employees
at all levels are empowered. In addition, a decentralisation of authority
means that the need for hierarchy diminishes, which results in delayer-
ing whereby the number of middle managers is reduced. The result is a
flatter organisation comprised of multidisciplinary teams assembled on
a project by project basis.

HRM

One version of what a move to a quadrant IV existence implies for
firms is represented by HRM. HRM as a concept was launched around
1980, it being contended that there was now a need for a fundamental
alternative to traditional personnel management (Hendry and Petti-
grew, 1986; Nordhaug, 1993; Olberg, 1995). Whereas traditional per-
sonnel management had as its aim to ensure stability and predictability
by for example the maintainance and development of standardised sets
of firm-employees agreements and accords, HRM heralded a need to
link the deployment and development of human resources with strat-
egy. Furthermore, HRM represented a new perspective on the value of
a firm’s human resources for the realisation of its strategy in that
quadrant IV firms are dependent on substantial employee commitment
and innovativeness coupled with an ability to work in interdisciplinary
teams.

However, the HRM perspective has increasingly become to be
regarded as too limited a paradigm to account for what has actually
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taken place in work life. The goal of increased flexibility, which is the
starting point for HRM, is a response to an environment which has
become increasingly less certain and therefore more demanding. Given
that this is the case, it must be expected that firms are not only seeking
to generate commitment and creativity but are also focusing on
disengaging those parts of its staffing which are extraneous to its
core operations. This would account for the rise of such phenomena
as ‘downsizing’ (Freeman and Cameron, 1993) and ‘outsourcing’
(Lacity et al., 1995), both of which represent attempts to reduce trans-
action costs (Williamson, 1985) and neither of which is a feature of
HRM.

NUMERICAL FLEXIBILITY

In essence HRM stands accused of having failed to address firms’ needs
for forms of flexibility other than that of functional flexibility. Atkin-
son (1985) indicates that the functional flexibility espoused by HRM
characterised by empowerment and creativity may be achieved without
involving the whole work force. Indeed, it is positively advantageous
for firms facing uncertain market conditions, and therefore fluctating
staffing needs, not to do so. Manpower needs over and above those
required to maintain the firm’s core activities can either be acquired
using subcontractors or labour hired through a temporary or part-time
basis, thus granting firms numerical flexibility.

Generally speaking, according to Atkinson, ‘externals’, that is per-
sonnel acquired on a temporary, part-time or subcontractual basis, are
subject to a substantially different developmental and managerial
regime than that of core employees. Their work is more closely con-
trolled than empowered core employees and payment is either hourly
or fixed at a piece-rate. Moreover, training paid for by the firm is
limited. Hence, external employees achieve only a peripheral status in
relation to the firm.

Atkinson’s model has been subjected to a number of criticisms, not
least that it mixes description, prediction and prescription (Hendry and
Pettigrew, 1986; Pollert 1988). Nevertheless, although undoubtedly
there are elements of ‘best practice’ thinking in his model, it is relatively
unproblematic to leave its prescriptive features to one side and focus on
the issue of whether it captures current trends in employment practice.
In our case, as we have indicated, we are particularly concerned with
the development of numerical flexibility.
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However, even when operating with as narrow a focus as we do in
relation to Atkinson’s model, there remain two significant issues which
Atkinson fails to address satisfactorily. The first of these is that the
model says nothing about which sectors will be most prone to adopting
numerical flexibility. Atkinson simply states that we must expect
‘strong sectoral differences’. Clearly this opens the model to a charge
of being too general.

Another issue which remains unresolved is the driving force behind
the development of the core-periphery adaptation. Atkinson appears to
be implying that the sole impetus is management who have recognized
the advantages of such an adaptation as a means of coping with
turbulent market conditions. That is, the core-periphery development
is a product of strategic decisions made at the firm-level. The problem
is that if by strategic one means relatively long-term, carefully con-
sidered plans, there is in fact a dearth of evidence for such an explana-
tion. In Great Britain, Hakim (1990) finds that only one third of firms
consider themselves as having personnel strategies or plans. On the
whole most firms are no more than ‘opportunists’ in the sense that they
are simply ‘muddling through’, that is responding as best they can to
events as they unfurl. Moreover, Hakim notes that of the one third that
claim that they have personnel strategies, only a minority claim to have
actively pursued a core-periphery strategy, and a significant minority
even claim to be opposed in principle to implementing such a strategy.

Given this lack of managerial focus on developing numerical flex-
ibility, it might be tempting to reject the notion that there is any
increase in the use of numerical flexibility in Great Britain. However,
opposed to this is the fact that Hakim nevertheless finds an expanding
periphery in British work life. Similarly, Gallie (1994) finds increasing
polarisation in terms of competency differences between those who
occupy core positions and those who occupy peripheral ones: ‘those
in higher occupational classes have experienced an enrichment of their
skills and those in non-skilled manual work whose position has
remained static’ (Gallie, 1994, p. 56). In British work life, we are thus
confronted by an aggregate level expansion of numerical flexibility that
cannot be explained on the basis of the implementation of conscious
managerial strategies. Hakim’s (1990, p. 178) explanation of this appar-
ent paradox is to argue that the rapid increase in the size of the
peripheral workforce is due simply to an extension of traditional
approaches to labour use. That is, British firms’ reaction to increased
economic uncertainty has been to make more intense use of traditional,
pragmatic solutions which happen to result in increased polarisation.
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This has two implications. First, it suggests that the core-periphery
strategy is not new. What is new is the increased use that is being made
of it . Secondly, it postulates that there must exist particular structural
or environmental stimuli which bring about this consistency in the
behaviour of British firms. Stated differently, such traditional strategies
appear to be ‘natural’ for firms in the British context. Thus, the core-
periphery development may be considered to be a consequence of
‘emergent’ strategies rather than a product of conscious rational deci-
sion-making processes (Brewster et al., 1994a). The implication of this
is that the behaviour of firms in regard to structuring their labour
inputs is first and foremost a function of their institutional environ-
ments. Such an interpretation implies that it is necessary to look
beyond the firm itself in a manner that is not only radically different
to Atkinson’s approach, with its strong assumptions concerning firm
centred decision-making processes but also in regard to the HRM
perspective which is equally firm-oriented. In turn, this implies that
we make use of the new institutional perspective.

THE NEW INSTITUTIONAL PERSPECTIVE

The core of a new institutional critique of Atkinson’s model is that it
assumes too great a degree of managerial autonomy with regard to
being able to develop personnel strategies that contribute to numerical
flexibility independently of environmental factors. In particular, it fails
to take sufficient account of the influences of laws and regulations
governing employment and trade union influence, which in turn reflect
the values, norms and beliefs of society. Such an assumption is particu-
larly problematic within the European context (Brewster, 1994; Spar-
row and Hiltrop, 1994). The new institutional perspective emphasises
that the space managers have available in which to mould their local
personnel strategies is limited and, moreover, that it will vary from
country to country.

New institutional theory challenges the basic tenet of strategic man-
agement by arguing that while some environments are dominated by
technical or economic demands which reward organisations for effi-
cient behaviour, others are dominated by social demands which imply
that legitimacy in relation to the state, local authorities and the broader
political culture is at a premium (Edelman, 1990; Rumelt et al., 1994;
Hatch, 1997). Institutional pressure may be such that firm behaviour is
best understood not in terms of efficiency but in terms of ‘preconscious
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understandings that organisational actors share, independent of their
interests’ (DiMaggio and Powell, 1988, p. 3). Thus, a firm’s personnel
strategies can be viewed as a product of evolving conceptions of the
individual, and of individual rights, that become institutionalised in
public policy (Dobbin et al., 1993, p. 422). Changes in these strat-
egies are a result of developments in the institutional environment
rather than firm-level rational decision making. Evidence favouring
such a perspective is growing. For example, in the United States
Dobbin et al., (1993) have observed the growth of ‘due process
arrangements’ which protect the integrity of the individual. The prob-
ability of such arrangements being in place appears to be related to the
degree of unionisation (Bridges and Villemez, 1991). Similarly, Davis-
Blake and Uzzi (1993) conclude that ‘government oversight of affirmat-
ive action’ has a marked negative effect on the use of temporary
employees.

Firms’ attempts at securing for themselves a sufficient degree of
legitimacy is reflected not least in the rise of the professional personnel
manager, one of whose major tasks is to ensure that the firm avoids
being in breach of the law. Like any other managerial grouping, per-
sonnel managers have a vested interest in furthering their interests
within the firm (Scott and Meyer, 1994). One way of achieving this is
through amplifying and even exaggerating the significance of legisla-
tion for the firm. Hence, any tightening of legislation will be rapidly
translated into personnel strategies.

A COMPARATIVE STUDY

The significance of the new institutional perspective is not limited to
studies of firm behaviour in single countries. The observations made by
Dobbin et al. (1993) that the legal regimes for employment practice
vary from country to country signals the importance of going beyond
single country studies to conducting comparative studies.

In this chapter we have chosen to compare trends in British and
Norwegian firms in the application of personnel strategies which pro-
mote numerical flexibility. As previously indicated, our selection of
countries is occasioned by the radically different institutional trajec-
tories the two countries have followed since the early part of the 1980s
in relation to employment legislation and the influence of trade unions.
In Britain, there was a series of far reaching changes to employment
legislation including the Employment Acts of 1980, 1982, 1988 and



116 Flexibility in Norwegian and British Firms

1990 and the Trade Union act of 1984 which curbed the unions’ right to
recognition, outlawed the closed shop and secondary picketing, and
narrowed the freedom of unions to call strikes. These legislative
changes provided ‘wide scope for managerial innovation in employ-
ment and labour strategies’ (Rubery and Wilkinson, 1994, p. 11).
Besides, they brought about a shift in the role of personnel departments
in British firms. Whereas personnel specialists had previously empha-
sised their role as industrial relations experts, they were after the early
1980s forced to preserve their credibility by attempting to develop a
strategic role for the firm (Marchington et al., 1994). In other words,
they had to demonstrate that they were contributing to the overall
profitability and flexibility of the firm.

In Norway, the development has been characterised by one of con-
tinuity and stability as opposed to the deregulation trends witnessed in
Britain. If anything employment legislation has been tightened, particu-
larly with respect to the employment of temporary staff and employ-
ment agency staff. As for the unions, these have retained the right of
consultation in relation to staffing practices and staffing levels, encap-
sulating all the issues related to converting full-time jobs into part-time
jobs as well as outsourcing of activities. All have to be discussed and
agreed upon by the unions. That is not to say that all British firms have
ceased to consult and negotiate with unions, but the alterations to the
institutional environment have made this more of an option than an
obligation. This is demonstrated in Table 6.1 which contains findings
from the Euronet-Cranfield Survey which will be presented in more
detail later.

The entrenchment of the Norwegian unions is borne out in a number
of ways. For example, when we examine trade union membership it
may be noted that whereas membership in Britain dropped from more
than half of the workforce in 1979 to less than a third in 1995, no such
decline is observable for Norway. Of even greater significance for our

Table 6.1 Recognition of unions as counterparts in bargaining (% of firms)

Norway UK
1992 1995 1992 1995
Recognition of Unions 99.4 97.3 65.9 59.1
Non-Recognition of Unions 0.6 2.7 34.1 40.9

N = 168 185 912 842
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Table 6.2 Reported changes in the influence of unions
within the firms during the last 3 years (percentages of firms)

Norway UK
1991 1995 1991 1995
Increased 41.8 22.0 3.8 2.8
Unchanged 51.6 69.8 42.6 58.7
Decreased 6.6 8.2 53.1 38.2
‘Net change’ 35.2 13.8 —49.3 —-35.2
N = 168 182 984 786

argument that Norway and Britain represent two fundamentally
different institutional contexts, are the substantially different percep-
tions held by top personnel managers in the two countries of trends in
union influence.

As Table 6.2 indicates, whereas only 8.2 per cent of Norwegian firms
report a decline in union influence over the period 1993-95, the figure is
38.2 per cent for British firms. Indeed, 22.0 per cent of the Norwegian
firms in the sample report an increase for the period, as opposed to a
mere 2.8 per cent of the British firms.

IMPLICATIONS FOR NUMERICAL FLEXIBILITY

Given these two substantially different institutional regimes, the ques-
tion that will now be addressed is: What are the consequences of these
divergent institutional regimes for the growth and development of
numerical flexibility strategies? As indicated, the increased use of tem-
porary employees, part-time employees and sub-contractors are critical
indicators of a trend toward numerical flexibility. Furthermore, we
have distinguished between two different sources of what DiMaggio
and Powell (1983) label as coercive institutional pressures. The first of
these is trade union power. Although we have demonstrated that
Norwegian unions are generally perceived as being more powerful at
the firm level than their British counterparts, there will be some excep-
tions in that some British firms will be faced with powerful unions while
some Norwegian firms will be confronting unions whose power is
relatively weak. Put differently, the critical test of the new institutional
thesis is whether managerial perception of union power per se has an
influence on changes in numerical flexibility.
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Hypothesis 1: Firms in which management perceives trade unions as
being powerful will be less prone to implement strategies for numerical
flexibility.

The second coercive institutional pressure we have distinguished is
the national legislative regime. Although firm perceptions of their
respective regimes will vary, their influence will inevitably be signific-
antly less open to negotiation than the influence of trade unions.
Consequently, in their general pervasiveness, national legislative
regimes may simply be conceived of as national regimes. In the
Norwegian context, we have noted the existence of legislation restrict-
ing the use of temporary employees and sub-contractors, but none on
the use of part-time employees. In the British context, none of these are
restricted by legislation. Thus we hypothesise that:

Hypothesis 2: Norwegian firms will be less likely to implement strat-
egies for numerical flexibility than British firms with the execption of
part-time employment.

As noted earlier, Atkinson has suggested that the implementation of
numerical flexibility will vary from sector to sector. Although Atkinson
fails to acknowledge it, this assumption is very much in accordance with
the new institutionalism in that it recognises that the ‘normative institu-
tional pressures’ (DiMaggio and Powell, 1983) are unevenly spread.
Not least will employee expectations differ according to the degree of
professional training they have received. As professional training is
particularly weak in the personal services sector which includes hotels,
restaurants, bars, retail outlets and cleaning in Norway and Great
Britain (Gooderham and Hines, 1996), we expect the following:

Hypothesis 3. Firms within the personal services sector will be more
likely to implement strategies for numerical flexibility than firms
operating in other sectors.

Opposed to new institutionalism is the view implicit in Atkinson’s
model that the drive towards numerical flexibility is a product of rational
processes within the firm itself. That is, the implementation of numerical
flexibility is a response to fluctuating market fortunes. In particular it
may be argued that firms which have experienced increased competitive
pressures over an extended period of time will be particularly motivated
to increase their numerical flexibility.Our hypothesis is thus:
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Hypothesis 4: Firms which have confronted an increased degree of
competition during the past 3 years are more likely to have introduced
strategies for numerical flexibility than firms which have not experi-
enced any such increase.

EMPIRICAL ANALYSIS

The data which will be employed to test our hypotheses is derived from
Cranet-E (Brewster ef al., 1994b). The response rate for Norway and
Great Britain has been typical for such surveys, that is between 25 and
30 per cent. Brewster et al. (1994) have concluded that the response rate
does not appear to have impaired representativity.

The operationalisations are shown in Table 6.3.

Table 6.3 Operationalisation of variables

Operationalisation Measurement

Numerical flexibility: 1 = increased

Changes in the use of temporary, 2 = unchanged

part-time and subcontracting in the 3 = decreased or not used

past three years

Trade union power 1 = The firm does not recognise unions as
counterparts in bargaining, or if it
does, it reports a decline in the
influence of unions in the past 3 years.

2 = The firm accepts trade unions for the
purpose of negotiations and reports
no decline in the influence of unions
the past 3 years.

3 = The firm accepts trade unions for the
purpose of negotiations and reports
an increase in the influence of the
union the past 3 years.

National context 1 = Great Britain
0 = Norway

Sector (Dummy) Manufacturing
Construction
Transportation

Financial services
Personal services (refence category)

Degree of competition 1 = increased
0 = decreased
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In Table 6.4, we present a linear regression analysis which displays
the effects of the independent variables on changes in the use of the
three numerical flexibility strategies.

First, it was found that hypothesis 1, which states that firms who
perceive trade unions as being powerful will be less prone to imple-
menting strategies for numerical flexibility, is supported by the find-
ings.

Hypothesis 2 contends that Norwegian firms will be less likely to
implement strategies for numerical flexibility than British firms with
the execption of part-time employment. As Table 6.4 shows, while there
are relatively powerful effects for both the use of temporary employees
and the use of sub-contractors, there is no such effect for the use of
part-time employees. The hypothesis is therefore supported.

In hypothesis 3 it was proposed that firms within the personal
services sector will be more likely to implement strategies for numerical
flexibility than firms operating in other sectors. In regard to financial
services, the hypothesis is not supported since there are no significant
differences between financial services and personal services. The picture
for the other sectors is far more complex than the anticipated realities
encompassed in the original hypothesis. In both manufacturing and
construction, significantly more use is made of sub-contractors but
significantly less of part-timers than is the case for personal services.
There is no significant difference in the use of temporary employees. In
regard to transport, significantly more use is made of temporary

Table 6.4 Effects of trade union power, national context, sector and degree of
competition on changes in the use of (I) temporary employees (I), part-time
employees (II) and subcontracting (III) (standardised regression coefficients)

1 i I

Trade union power .076%* .094%* 128%*
National context 287** .058 154%%
Sector

Manufacturing —.049 274%* —.109**

Construction —.014 .093%* —.139%*

Transport —.077** —.018 —.095%*

Financial services —.010 —.021 —.045
Degree of competition .053* .086* .074*
R2 116 113 077

"p<.05; "p<.10.
N=964.
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employees and sub-contractors, but there is no difference in the use of
part-time employees. In sum, the hypothesis is clearly too simplistic
and therefore cannot be substantiated.

In hypothesis 4 it was argued that firms which have confronted an
increased degree of competition over the past 3 years are more likely to
have introduced strategies for numerical flexibility than firms that have
not experienced any such increase. This hypothesis is supported by the
findings in Table 6.4.

CONCLUDING COMMENTS

Our analysis reveals that Atkinson’s thesis that numerical flexibility is a
response to market conditions cannot be rejected. However, our ana-
lysis also reveals that new institutional explanations must be included
in any comprehensive understanding of the processes that generate
numerical flexibility. Moreover, our analysis suggests that the latter
represent more powerful explanations of firms’ pursuit of numerical
flexibility than the former. For example, in those areas where Norwe-
gian employment law is particularly restrictive, that is in the use of
temporary employees and sub-contractors, national context represents
a considerably more potent effect than firm perceptions of changes in
the level of competition. In addition, trade union power has a consist-
ently more powerful effect on all three indicators of numerical flexibil-
ity than changes in the level of competition.

In practice, this means that even when we control for the effect of
changes in the level of competition, the drive towards numerical flex-
ibility is substantially stronger among British firms than among Nor-
wegian firms. The latter not only have to adapt to more rigid
employment laws with respect to the use of temporary employees and
sub-contractors but they also to have to contend with an institutional
environment comprising relatively powerful unions. It must be borne in
mind though that the effect of trade union power is not restricted to
Norwegian firms. Our findings indicate that those British firms which
face powerful unions are also less inclined to introduce numerical
flexibility.

Our analysis has also controlled for the effect of sector. As we
have conceded, our hypothesis at this point was shown to be too
simplistic. Clearly there is a need for further theoretical and empirical
work in order that we might more fully comprehend cross-sectoral
differences.
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7 Flexible Working Patterns:
Towards Reconciliation of
Family and Work

Nancy Papalexandris

INTRODUCTION

In the past decade, especially in Northern countries of the European
Union, some major changes have occurred regarding labour matters.
The conventional and legal framework regulating employment has
become more flexible as new patterns of employment have gained
popularity. Part-time work, one of the oldest and most common
forms of flexibility, has shifted from involving unqualified women to
qualified men and women, while a number of other flexible working
patterns involving contract, place and pay flexibility have emerged.

Flexibility is seen as a tool for reducing labour costs and thus
improving productivity and competitiveness. Research has shown
that flexible working is correlated with strategic approaches to HRM
(Brewster et al., 1994) and as, suggested by the model of the flexible
firm described by Atkinson (1984), companies are externalising peri-
pheral functions by subcontracting and restructuring working hours.

This growing shift towards flexibility may, however, have, apart
from its impact on competitiveness, some positive social effects. It is
more and more seen as a means to fight unemployment and as an
important tool for reconciling work with family life (DeRoure, 1995).
This chapter will examine the role of flexibility in addressing the
important social issue of work and family reconciliation in Europe in
general and in Greece in particular.

TRENDS AFFECTING THE LABOUR SITUATION IN EUROPE
In traditional pre-industrial societies, work and family were united as a
whole with the family being the main production unit. It is worth

mentioning that the word economy comes from the Greek words
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meaning home and care. So economy meant originally taking care of
home matters.

Later, in industrial societies the division between work and private
life became sharp. However, the percentage of married women working
outside their home was still low while the extended family came in to
support the working mother in meeting her family obligations.

Today the family may differ in size from a one parent wage-earner to
a dual career professional couple, while the extended family is becom-
ing a rare phenomenon. Regardless of differences in family structure
there is a common wish on the part of the working population at all
levels: for reducing the separation between family and work and achiev-
ing a better balance between working life, family obligations, leisure
and socialising. This has led to a serious debate and policy formulation
in the EU concerning the reconciliation of family and work and to a
number of activities which are adopted both by countries and organ-
isations.

In order to understand the general context in which this balance of
family and work can be achieved we need to refer briefly to the main
changes in the external environment of organisations affecting the
work and family situation in Europe.

Changes affecting work

In the economic setting, Europe is facing intense international competi-
tion as the globalisation of production and markets is a clear reality.
Newly industrialised countries are producing good quality products at
a low cost (one dollar per hour or even less) and production which was
until now local and national is under threat. Industry has thus to work
under a constant pressure to reduce costs while diversifying its range of
products and services to meet the demand of customers and consumers.
Industrial skills are increasingly based on information systems and
development of the service sector is more and more dependent on the
new communication technologies. The change towards a computer-
based society demands a great capacity to adapt and increases the
risk for exclusion from the workforce for a part of the working popula-
tion (DeRoure, 1995).

In an effort to meet economic and technological changes the organ-
isational setting is changing drastically. Organisations have adopted
new principles all aimed at the suppression of non-profit-making
operations. Employees have to develop versatility and a variety of
competencies as part of the tasks traditionally carried out by
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administrative services are transferred to operational posts. Thus we
see a shortening of the hierarchical chains, greater employee autonomy
through work teams, greater demand for optimisation of professional
skills including capacity for curiosity, initiative and continuous
learning.

This is the overall situation for those who have the chance to get a
job and keep it. But we know that as fewer and fewer employees are
producing more and more goods and services, unemployment, now
amounting to approximately 20 million in the EU is likely to increase.
For the member states of the EU improvement in employment figures
is a top priority. One of the ways proposed to achieve that has been to
decrease working hours and increase part-time employment. Employ-
ment on a permanent contract or lifetime employment in the same
company are on the decrease. So we now refer to the employability of
workers and their capacity to keep a job in the future and no longer,
‘their’ job.

Changes affecting family

Today 40 per cent of women of the EU are in the labour market, while
at the same time there is a high appreciation of family as an institution
and of family values. However, the families’ living circumstances and
the requirements imposed by work make child rearing more and more
expensive and difficult. As a result, those who have children work
harder overall and have less money, while those who are childless
have more freedom and more money. The situation appears to be
equally difficult in the US where despite corporate and public policies
the work-family dilemma is still very strong (Smolowe, 1996).

Thus we can see a conflict emerging between work and family. This
conflict may lead either to a clear dominance of work over the family
life and a ‘fully mobile society of single persons’ or to a reshaping of the
present everyday lives of families through changes in existing family
policies (DeRoure, 1996). If we all agree that the second alternative is
the most desirable for the major part of the population, an adjustment
in the organisation of work is needed in order to facilitate the upbring-
ing of children, bring paid work into line with family responsibilities
and create employment opportunities, especially for women, who still
bear the major part of family obligations. This cannot occur without
the equitable sharing of duties between husband and wife since the need
to overcome the gender-related distribution of roles seems today a most
appropriate and fair solution coinciding with aspirations towards a
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better control over time and life which are becoming stronger and
stronger both among men and women (Moussourou, 1996).

The need of people to have better control over working time and the
hours they wish to devote to work varies according to their age, sex,
mobility, qualifications, pay, professional aspirations and family sta-
tus. For example, availability of professional time is lower for women
when they have young children and for people in general when they feel
the need for training or retraining or when they approach the end of
their careers. On the contrary people feel the need to put more hours in
their work just after studies, before starting a family and during stages
of their career when they assume greater responsibilities and see oppor-
tunities in their career development. All this points toward the need for
increased flexibility at work.

FLEXIBILITY AT WORK AND EUROPEAN UNION POLICY

Companies and organisations have received the message and several
work methods are being offered allowing people to choose from a
number of flexible working patterns and career options designed to
achieve a balance between working, personal and family life while
also fighting unemployment and creating job opportunities. These
include:

1. flexibility in working time arrangements (flexi-time, annualisation of
working time, four-day week, individual/collective management of
working hours);

2. flexibility in the number of hours worked (part-time work, job-
sharing, 32—or even shorter hour-week, compressed week, etc);

3. flexibility in the way that periods of work can be broken up (career
breaks, parental leave, sabbatical leave, etc);

4. flexibility with regard to place of work (teleworking, combination of
working some days in the office and some days home).

To these are added support measures designed for families with
young children such as:

childcare services;

workplace catering and laundry service;

support when returning to work after maternity;
paternal leave.
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At the European Union policy level certain serious initiatives have
taken place to promote work and family reconciliation. The first,
created in 1986, is called ‘Childcare and other measures aimed at
reconciling working and family responsibilities for women and men’.
The second, created in 1993, is called ‘Coordination group on positive
action and aims at positive action for women’. The third, created in
June 1994, is called ‘Families and work network’.

The Network was set with the following objectives (Stewart, 1994):

1. to promote organisation methods designed to achieve balance
between personal and family life.

2. to support measures for families and mobile professionals; and

3. to award the European social innovation prize to companies which
have started practices enhancing a better balance between working
and family.

In June 1995 in Stockholm one large company from Germany, one
SME from Denmark and one State owned organisation from France
won the prize for their category. The Network also organises national
seminars in each member state and circulates a publication under the
name ‘New ways’ to promote its objectives. Its contribution so far has
been positive and it has stimulated a number of further initiatives in
different EU countries on the work and family balance issue.

EXAMPLES FROM EU ORGANISATIONS

As described by Frederick DeRoure, coordinator of the Family and
Work Network (DeRoure, 1996), in EU countries workers choose a
part of their working hours in certain professional sectors. Public
services offer flexible working hours with core working hours. Many
organisations in the tertiary sector (insurance companies, banks, social
security) have applied flexi-time, giving their employees certain options
concerning the beginning and the end of the working hours. These
hours are crucial for the organisation of family life (shopping, children,
meals). The service sector in general offers employees a certain ‘chosen’
flexibility whereas the industrial sector remains more rigid, especially
for people employed in production. Shift work is often the rule,
required by a discontinuous or continuous production systems. The
distribution sector, health (hospitals), transport (air, sea, trains, roads)
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and the Post Office are sectors at ‘high-risk” with anti-social working
hours incompatible with family life. Some among these organisations
have encouraged the opening of commercial Childcare facilities open
24 hours a day or have defined collective time management systems.
Here it is worth mentioning a few examples showing ways in which
European member states apply flexibility in an effort to bring better
balance between work and family while also fighting unemployment.

In France some companies apply the 4-day working week but on the
basis of more or less 10 hours work a day. However, opinion polls show
that workers and employees think that 3 days of freedom a week largely
make up for the 4 intensive working days. These changes are not
contested by workers. At company level, the example of one service
company’s worth mentioning. Parents who take parental leave to bring
up their child receive compensatory benefit, are guaranteed a job to
come back to and are replaced during this period by a job-seeker of the
same sex (preservation of the proportion of women in work).

In Germany, the Volkswagen case is interesting because almost
100,000 workers in this car manufacturing sector, work and will con-
tinue to work for 4 years on the basis of 28.8 hours a week. The case of
Volkswagen remains an example of collective agreement of the redis-
tribution of working hours and its reduction to avoid numerous redun-
dancies. Also, in Germany the new term mobilzeit (moving time) is
replacing the term part-time which carries a negative connotation
(European Community, 1996). Mobilzeit includes various options
such as job sharing, longer summer holidays, compressed week and
involves also qualified professionals of both sexes. Companies are
encouraged to create mobile posts and are offered consultants’ advice
which is partly funded by the state.

In Denmark a rotational system became systematic in 1994, with a law
allowing paid leave on the basis of unemployment benefit to any worker
who has been present for over 5 years in an organisation (right to leave
for various reasons). A new worker enters the organisation during the
period of leave which can range from a few hours over any week to a few
weeks or a year. Job-sharing formulae have been invented this way.
After a year of application, the law has been a success and will continue,
with a sliding scale system for the amount of benefit entitlement.

In the United Kingdom a non-profit organisation ‘Parents at Work’ is
campaigning against people staying too long hours in the office. The
‘go home on time’ seminar held in June 1996 aimed at showing that
working too many hours does not necessarily mean increased produc-
tivity while it is makes a normal family and personal life difficult.
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In Belgium and in Sweden various campaigns aim at promoting the
equal sharing of family responsibilities by the two sexes.

THE GREEK SITUATION

The need for reconciling work and family appears quite intense in
Greece as it may help in three of the major problems the country is
facing. These are (Papalexandris, 1996):

1. demographic problems showing a lowering birth rate and the ageing
of the population.

2. unemployment problems with official figures reaching 10 per cent
although figures among young people are well above that percent-
age; and

3. economic problems due to slow rate growth and the urgent need to
raise competitiveness.

According to a recent report by the Association of Greek Industries, to
which most companies belong, the lack of flexibility in the labour market
and the existing rigid legal framework limit competitiveness and
increase unemployment since they do not attract future investments.

Interestingly enough, flexibility and deregulation in labour markets
which usually appear following stages of regulation and consolidation
are common in many small and medium-sized Greek firms which are
owned and run by family members. Work at home in the form of ‘facon’
is a very common source of employment for women with workers
sewing clothes or producing handicrafts, jewellery and toys. These
workers are paid on a piece basis. Qutsourcing and subcontracting is a
common way of working in engineering, mining and constructing firms
where there is no regular demand and companies prefer to subcontract
according to their needs. Contract flexibility is used extensively by the
State which hires temporary and seasonal employees for certain jobs,
(fire department, post office) by tourist enterprises which use seasonal
employees, by the merchant marine, where seamen have to stop after 7
months of travel and by agriculture where both farming and industrial
processing units require a seasonal type of employment. Job sharing
can be found in nursing, house cleaning or distribution posts. Flexibil-
ity in tasks is also very common and is considered one of the major
advantages of small companies, allowing them to survive and face the
competition of larger firms.
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Until recently a considerable percentage of people working under
this type of flexible patterns, especially in small-medium-sized firms,
did not enjoy the corresponding benefits of regular workers and were in
an unfavourable situation compared to larger firms where labour issues
are officially controlled by legislation. Only recently part-time employ-
ment gained official legal status.

Part-time work

Part-time employment was established officially in Greece in 1990 with
Law 1892 although under the form of the fixed term contract has been
practised since 1925. As official statistics show, only 4.5 per cent of the
labour force works on a part time basis in Greece against the 14 per
cent of the European Union. However Greece has the highest percent-
age in temporary employment (17.6 per cent) against 9.6 per cent of the
European Union. According to a recent survey, part-time workers
number to approximately 162,000 persons and of these 38 per cent
could not find a full-time job, 30 per cent did not want a full-time job, 6
per cent were students and the rest declared various reasons for this
type of job. Thus there is a general belief that in times of economic
difficulty full-time jobs are replaced by part-time employment.
Part-time work is higher in the service sector and lower in industries
where a convenient solution is offered by ‘facon’, with 225,000 persons
employed, and by subcontracting. Labour unions are reserved and
sceptical about the part-time model as revealed by recent research
carried out by the Institute of Work of the General Conference of
Greek Workers on ‘New Ways of Working in Greece’. In a public
debate on the issue appearing in the Greek Press, Employers associa-
tions said ‘yes, in necessity only’ and workers said ‘no, if reduction of
salaries is included’ (Greek workers are the lowest-paid in Europe).

THE CRANFIELD SURVEY IN GREECE

In view of this general situation it is interesting to look closely at the
Cranet-E data from Greece. Data from 112 companies mainly in the
private sector employing more than 200 employees were gathered
through the questionnaire developed by Cranet-E between autumn
1995 and spring 1996.

Table 7.1 shows the percentage of organisations in the Greek sample
with a change in the use of flexible practices.
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Table 7.1 Percentage of organisations with a change in the use of flexible
practices in Greece

Practice Increased Same  Decreased  Not Used
Weekend work 11 46 13 26
Shift work 14 61 6 14
Overtime work 15 46 34 3
Annual hours contract 3 26 0 58
Part-time work 14 22 5 52
Job sharing 7 5 0 78
Flexible working hours 21 24 0 47
Temporary/casual work 18 43 8 28
Fixed-term contracts 16 46 4 30
Home-based work 1 5 0 87
Teleworking 1 2 0 89
Subcontracting/outsourcing 13 13 2 64

Source: Cranet-E survey Results (1995/96/97), Centre for European HRM,
Cranfield School of Management, UK.

As can be seen, contrary to what was mentioned before concerning
small-medium-sized firms, the larger companies which were represented
in the sample make very little use of annual hours contracts, job sharing,
home-based work and teleworking. The most important increase can be
seen in flexi-time which means arriving or leaving earlier or later from
work provided that the daily amount of working hours remains stable.
This, as a measure, favours working mothers who can thus take children
to school and is largely practised in banks or service companies.

Shift work is also extensively used since many companies in the sample
belong to the manufacturing sector which works on a shift basis. Part-
time work shows some increase which comes mainly from respondents in
retail service companies following legal authorisation in 1990.

Finally, the decrease in overtime work is due to legal reasons. In
order to encourage the creation of new jobs, the Labour Department
asks companies to apply for a special permit in order to use overtime
work above the limit of 48 hours per week. Thus companies are
encouraged to hire new staff and discouraged from the over-use of
the existing one.

Table 7.2 shows the percentage of organisations using flexible prac-
tices for more than 5 per cent of their workforce across European
countries.

Greece shows a low percentage of part-time contracts (12 per cent)
with Turkey, Bulgaria, Spain, Hungary having even less and some



Table 7.2 Percentage of organisations using flexible practices for more than 5 per cent of their workforce

Country D D
Practice 0OZ B BL CH (W) (E) DK E F FN GR H I IRL N NL S T
Part-time

contracts 35 30 6 73 50 22 47 7 32 15 12 10 17 23 72 69 55 5
Temporary /

casual

contracts 45 18 16 15 6 3 18 55 26 18 21 12 4 43 17 27 29 5

Fixed-term
contracts 17 18 46 19 30 20 8 54 33 50 21 32 24 19 25 31 7 30
Home-based
work 1 2 0 3 2 0 15 0 1 1 0 4 0 1 0 1 0 0

Teleworking 1 2 1 2 0.5 1 05 0 1 1 0 5 0 1 1 2 9 2
Shift-working
contracts 44 55 47 43 53 56 39 52 56 65 30 59 52 42 51 38 49 718
Annual hours
contracts 10 4 5 10 6 5 4 11 5 13 2 64 11 6 3 14 8 15

Source: Cranet-E survey Results (1995/96/97), Centre for European HRM, Cranfield School of Management, UK.

eel
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countries such as Switzerland and Norway reaching 73 per cent and 72
per cent respectively. The general observation which can be made here
is that in countries where workers are more highly paid there is more
room for part-time work (Switzerland, West Germany, Denmark, Nor-
way, Sweden). In countries with lower wages on the average, part-time
pay is not easily accepted by employees.

With reference to temporary/casual contracts, Greece shows an aver-
age position of 21 per cent with percentages ranging from a lowest of 3
per cent for East Germany and a highest of 55 per cent for Spain. The
same is true for fixed-term and shift working contracts where again
Greece shows a middle range rate of 21 per cent and 30 per cent
respectively.

Finally, home-based work, teleworking and annual hours contracts
are very rare among Greek firms in the sample although we know
that the first two are quite common among small medium-sized
Greek firms. The same holds true for other countries in the survey
where the percentage of organisations not using these practices is quite
high.

General trends

From the previous discussion and the overall picture from Cranet-E it
can be seen that certain forms of flexibility are gaining recognition in
Greece among larger companies as opposed to the situation in previous
years when the lack of social security benefits, the low pay level and the
long hours of work among workers in the flexible deregulated schemes
found especially in smaller companies have given a negative image to
flexibility. However, the awareness that flexibility does not mean
exploitation, and the willingness of the State to provide the legal frame-
work and of social partners to proceed through social concensus, shows
that flexibility will gain acceptance. This was made clear during the
‘Work and Family’ conference held in May 1996 in Athens where,
apart from part-time work, the annualisation of working hours seemed
to be gaining the approval of Labour Unions. As stressed by Frederick
DeRoure (1996), flexibility can win full recognition only if the follow-
ing rules are followed:

e the rule of free choice (employees should have the choice to work or
not in an atypical fashion);

e the reversibility rule (employees should be able to turn to the status
they had in the past or adopt another status if they so wish);
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e the non-discrimination rule (‘flexible’ employees should not be
subjected to discrimination as regards access to promotion and
training);

e the pro-rata rule (social rights should always be at least proportional
to the actual time worked).

Unions are well aware of the above and the discussion which is taking
place at present between social partners shows that a sound and fair
legal framework is the only way to promote flexibility and convince
interested parties of the potential benefits.

The work and family reconciliation issues

Family and work issues were discussed during a Symposium held in
November 1995 in Athens. The main question was whether new
forms of work can help in reconciling family and work and in encour-
aging women to have children. As mentioned already this is a major
problem since birth rates are falling and the population is ageing
rapidly.

According to the General Secretary for Equality in order to success-
fully face this issue, it is important to take the following measures
(Pantazi, 1996): (a) develop a satisfactory infrastructure for the care
of children and the elderly, (b) promote flexible working time; and (c)
change the prevailing models of male and female roles in both family
and (paid) work. In this respect, the Greek State has taken a series of
measures — which include a 16-week maternity leave, a 3-month par-
ental leave, reduced hours of work for the mothers of young children,
increased number of hours during which day-care centres can look after
the children of working parents and creation of out-of-school creative
occupation centres for children. The General Secretariat of Equality is
particularly concerned with need to change the prevailing gender roles,
and feels that this can be achieved through the media, through formal
education and through programmes of training educators in matters of
gender equality.

At present in Greece reconciliation is pursued both in individual and
collective ways. Collective ways include the State, associations, educa-
tional institutions and official bodies, which are involved in the debate
and try to promote awareness. On a individual basis some large Greek
organisations apply measures which show a high degree of social
responsibility and a serious effort to solve the work—family dilemma.
Below are brief examples of 3 of the 11 Greek companies, which were
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candidates for the European Award 1995 organised by the European
Network ‘Family and Work’.

1. Elais is a food manufacturing firm which places emphasis on the
quality of the family life of its employees. In order to promote that
quality, the company has taken measures discouraging overtime and
the holding of more than one job — and these include: one additional
month’s pay per year, additional private insurance, additional retire-
ment programme, loans for acquisition of a home or a car, awards to
employees with children that have excelled in their studies.

2. Titan, a large cement company, has a social policy which includes
among other things social services, additional health services and
covering of health costs, a family planning programme, social and
cultural activities involving employees’ family members, university
scholarships, occupational orientation and summer camps for
employees’ children.

3. ‘Costeas-Gitonas’, a private educational institution has adopted
measures which try to satisfy family needs which include: keeping
the children at school in accordance to the parents’ working hours,
organisation of seminars for family and workplace relations (for
both employees and parents of students), full or half scholarships
for the children of employees and parents of students), educational
leave granted to employees with allowances that make it possible for
them to take their families along, maternity-leave up to one year
(paid by the company), a ‘compressed’ week of 3 or 4 working days,
more working hours for more pay, possibility of part-time work, etc.

These examples show that some large Greek organisations are very
sensitive to the work — family issue although the first two belong to the
manufacturing sector and do not apply flexibility. Flexibility on the
other hand is extensively used in the third example, i.e. in the educa-
tional institution.

CONCLUSIONS

The role of flexibility in enhancing work and family reconciliation can
undoubtedly be very important. If flexibility gains in Greece the legal
and social status attained in other European Union countries it will be
an appealing alternative for employees in larger firms which offer
employment to a large percentage of the population and will enhance
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the status of flexible employees in smaller firms. At the same time
flexibility and the shorter week can lead to the creation of additional
jobs and decrease in unemployment.

It is particularly important, however, for reconciliation policies to
take into consideration both the family needs of the workers and the
need of companies to ensure productivity and competitiveness and for
the State to encourage the promotion of flexible policies while also
ensuring that ‘atypical employees’ enjoy the same benefits as employees
in traditional working patterns.
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8 Human Resource
Development in Foreign
Multinational Enterprises:
Assessing the Impact of
Parent Origin Versus Host
Country Context'

Olga Tregaskis

INTRODUCTION

An organisation’s human resource development (HRD) system is a key
mechanism for enabling the achievement of business goals through
what has been argued to be one of the few remaining sources of
competitive advantage (Pedler et al., 1988) — namely, people. It is also
closely linked to national contextual factors. As such, the political and
educational system play an important role in determining the types and
levels of skills available in the labour market as well as in shaping
national values and approaches to training and development issues.
National context can therefore be considered a key predictor of organ-
isational HRD practice. However, globalisation has introduced many
changes, one of which has been the increasing presence of foreign
multinationals (or MNEs) in host countries. Under such conditions,
there is a need to compare the role of the host—national context to that
of the parent in shaping MNE management practice.

The analysis presented in this chapter tests the relative impact of the
host—national context, and the national origin of the parent company
in shaping the HRD practices of foreign MNEs operating in Britain. It
draws on data collected from European as well as US and Japanese
multinationals, thereby considering the cross-national generalisability

This paper was first published in International Studies of Management and Organization,
28, 1, (1998)
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of previous studies (Adler, 1984; Brewster, 1995) which have tended to
focus solely on non-European companies in a non-European context
(Werssowetz and Beer, 1985; Greenhalgh et al., 1986; Ishida, 1986;
Gleave and Oliver 1990).

The first section reviews, briefly, the evidence and arguments on the
role of national context and national origin in shaping organisational
practice. This is followed by a more detailed examination of how
demands arising from the institutional and cultural contexts of differ-
ent countries creates nationally divergent organisational approaches to
human-resource-development. On the basis of these studies, two
research hypotheses are developed and subsequently tested.

THE INFLUENCE OF NATIONAL CONTEXT ON
MANAGEMENT PRACTICE

There is considerable evidence that the national context of a firm’s
operations plays a significant role in shaping organisational practices
(Brewster and Hegewisch 1994; Brewster 1995; Ferner, 1997). For
example, Sparrow, Schuler and Jackson (1994) identified clusters of
countries showing how organisations in different parts of the world
operationalise HRM differently as a result of environmental pressures.
Muller (1998) examined how the highly regulated institutional arrange-
ments in Germany restricted the freedom of large companies to go their
own way on HRM and IR issues.

Cultural studies reveal that the peoples of different countries share
values, cognitions and behaviours which differentiate them from other
cultures (Hofstede, 1980; Laurent, 1986; Ronen, 1986). “These differ-
ences are also evident in nationally divergent work values (Greenwood,
1971; Redding, 1976; Ronen and Kraut, 1977; Badawy, 1979; Griffeth
et al. 1980) and managerial attitudes (Laurent, 1986). These facts have
implications for the organisational systems which are designed to
motivate, reward and develop the people within them (Crozier, 1964;
Child, 1981; Welge, 1981; Dimaggio and Powell, 1983; Laurent, 1986)

National legal frameworks also impact on organisations. For ex-
ample, collective agreements which differ in scope and centralisation
across countries define a range of organisational practices (Gustaffson
1990; Wise 1993; Filella and Hegewisch 1994); while Pieper (1990)
identified legal differences in education certification, recruitment and
dismissal procedures in Europe and the United States that make for
significantly different HRM practices in those countries. There is also
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evidence that specific legislation has led to different training and devel-
opment practices, as in France where a training levy system is correlated
with higher average expenditures on training and development by
French organisations, in comparison with UK ones (Tregaskis and
Dany, 1996). Morecover, GDP expenditures on labour market develop-
ment programmes also differ across countries (Brewster, 1995), helping
shape the skill levels in the labour markets on which organisations rely;
and significant increases in training activity are often linked to legisla-
tion, as in the UK health and safety regulations, the Food and Safety
Act of 1990 or Financial Services Act of 1988 (Felstead and Green,
1993).

Organisations rely on available labour skills so that the role of
national educational systems in providing this is vital (Quack et al.,
1995). There is a significant, wide body of research in this area, with
some studies focusing on national educational systems. For example,
Barsoux and Lawrence (1994) examined the French educational system
and its significance in determining and sustaining the cadre system.
Constable and McCormick (1987) and Handy (1987) found the UK
management education system and the traditional focus on experience
as opposed to qualifications to have been detrimental to the skill levels
of British managers. It has been argued that, as educational systems
shape the skills and knowledge of individuals, they in turn shape
organisational training systems as a result of their requirements for
training and career aspirations (Hoskins and Anderson, 1992). Com-
parisons of Japanese, US and German educational systems have
demonstrated their impact on labour market skill development, indi-
vidual demand and organisational expectations (Conrad and Pieper,
1990; Gapper, 1992; Shackleton et al., 1995). Other studies have sug-
gested that these systems have a significant impact on national and
organisational economic performance (IMS/MSC/NEDO 1985; Wors-
wick 1985; Steedman and Wagner 1987; Jarvis and Prais 1989).

This evidence reveals that the national context represented by peo-
ple’s values as well as by the legislative and educational traditions of a
country is an important determinant of organisational HRD practice.

THE INFLUENCE OF THE PARENT ORGANISATION ON
MNE MANAGEMENT PRACTICE

Multinational parent companies exert influence over their subsidiaries
by introducing home-country practices into host countries, irrespective



144 Human Resource Development in Multinationals

of local conditions. This is evident in the work of Hedlund and Aman
(1984) who looked at Swedish multinationals, of Tsurumi (1986) who
studied Japanese companies, and of Stopford and Turner (1985) who
argued that US multinationals introduced US-style personnel practices
to Britain via their British subsidiaries. Yet, research examining the
failure of multinationals in overseas operations would suggest a need to
adapt management practices as opposed to imposing them abroad
(Gleave and Oliver, 1990).

The degree of control exerted by the parent is one of the primary
factors determining the extent of the transference of management
practices to the MNE (Harzing, 1999). Egelhoff (1988) provided an
extensive review of differences in parent-company control orientations
towards their subsidiaries. For one thing, parent companies may adopt
formal bureaucratic control structures involving on-site inspections or
the control of management processes (Child, 1973; Doz and Pralahad,
1984). Five key mechanisms are often associated with this formal
approach (Martinez and Jarillo, 1991):

1. centralisation, i.e. the degree to which decisions are taken by top
management ( Lawrence and Lorsch, 1967; Pugh et al., 1968; Gal-
braith, 1973).

2. normalisation in the form of written documentation of policy, job
descriptions, and so forth (Simon, 1976).

3. standardisation which generally follows when policy is written down
and made into rules or uniform ways of operating (Child, 1972).

4. planning those activities aimed at guiding the functions of unrelated
business units — e.g, strategic planning, budgeting and goal setting
(March and Simon, 1958; Galbraith and Kazanjian, 1986).

5. output and behavioral control, where output control refers to the
evaluation of records or reports submitted to the head office by the
subsidiary (Mintzberg, 1979), while behavioral control involves the
direct and personal monitoring of employee behaviour.

Less formal mechanisms of control may also be employed. This
informal approach has been referred to as ‘the cultural model” whereby
the organisational culture makes implicit the rules and norms (Balliga
and Jeager, 1984). Specific informal methods used to achieve control
include direct contacts among managers from different functions or
business units in the forms of teams, committees and/or task forces
(Lawrence and Lorsch, 1967; Galbraith, 1973) as well as informal
communication networks through personal contacts across the
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organisation, management trips, management transfers and so on.
Moreover, individuals are socialised by communicating ways of work-
ing (Pfeffer, 1982), through training international and national man-
agers, and by actively managing their career paths and reward
mechanisms. Expatriates become a vital tool in this model as they are
used to promote the parent company’s culture and various character-
istics of the parent’s national culture (Edstrom and Galbraith 1977,
Hedlund and Aman, 1984; Lincoln et al. 1986; Tsurumi 1986; Kale and
Barnes 1992; Torbiorn 1994).

The national origin of the parent has been found to correlate with
different control orientations (Daniels and Arpan, 1972; Child, 1981)
and multinational organisational structures (Doz and Prahalad 1984).
Ronen (1986) found that US parents tended to control subsidiaries
through formalised, standardised and impersonal methods (see also
Neghandhi and Welge, 1984). Preference for geographical divisions
by US companies was used to allow some element of local autonomy.
European parents, in contrast, tended to use personal relationships and
the experience of corporate culture to control subsidiary practices. In
addition, the preference for product divisions led to tighter centralised
parent control. Japanese parents have relied heavily on expatriates
placed in key management positions, coupled with the extensive use
of training systems to implicitly promote parent-company practice.

Care, however, must be taken not to stereotype from such results.
The multinational organisation is dynamic, complex and its sub-
sidiaries heterogenous in character (Ferner, 1994; Quintanilla, 1998).
Particular types of control may be appropriate for some subsidiaries
but not for others (Martinez and Jarillo 1991), as revealed by debates
on the process of internationalisation (Chandler, 1962; Perlmutter,
1965; Vernon, 1966; Stopford and Wells, 1972; Hedlund, 1986; Bartlett
and Ghoshal, 1987; Adler and Ghadar 1990). Still, corporate/head-
quarters control operates as a mechanism for transferring characteris-
tics of the parent national’s context to its subsidiaries operating in host
countries. Consequently, foreign MNEs are likely to have practices that
differ from those of indigenous organisations or host-country multi-
nationals.

Finally, the degree of parent-company influence on subsidiary prac-
tices depends on the extent to which these practices affect large propor-
tions of the local labour force, are visible, and/or require a high degree
of interaction with locals (Meyer and Rowan, 1977, DiMaggio and
Powell, 1983). HR is one of the functional areas that is decentralised
most and tends to be least controlled by the parent, when compared
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with finance, investment or production matters (Peccei and Warner,
1976; Hedlund 1981). However, the HR-function’s centralisation tends
to differ depending on which occupational group is affected. For
example, decisions regarding managerial personnel tend to be centra-
lised, whereas those regarding employees tend to be localised
(Negandhi and Welge, 1984).

PATTERNS OF HRD IN JAPAN, THE US AND EUROPE

This section highlights how organisational approaches to HRD vary
across countries in relation to various parameters, although it is
restricted to those countries where multinational representation in
Great Britain is high, namely Japan, US and Europe (German, French
and British). The evidence shows us that organisations from different
countries have developed processes and structures, reflected in their
management practices, that help them operate within contexts often
strongly defined by national institutional and cultural demands. How-
ever, it is unclear if, in the case of the multinational company, such
practices are transferred to overseas subsidiaries.

Commitment to training and development

Japanese organisations place a strong emphasis on HRD, with 69 per
cent of them providing off-the-job training (Felstead et al., 1994). This
contrasts starkly with the United States where there is a strong culture
of employees undertaking training themselves rather than relying on
employers to hire and train them. German off-the-job training expend-
iture is extensive, although it tends to be focused on managerial and
professional employees (Lawrence, 1993). On-the-job training is highly
regulated under the vocational educational system, and follows specific
company plans which in turn are based on state-wide training plans
(Conrad and Pieper, 1990). In France, there is a strong focus on the
development and retention of the cadres or managerial elite, often
achieved through highflyer schemes (Bournois and Roussillon, 1993).
While the skills of the wider workforce are ignored (Barsoux and
Lawrence, 1992). In Britain, recent research on managerial training
and development suggests there has been an improvement in employ-
er’s financial and strategic commitment to HRD issues during the last
10 years (Thomson et al., 1997). However, the tradition of investment
in employee skills by employers, individuals and the state has been
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extremely weak and is characterised by a low level of apprenticeship
(Employment Department, 1994) and managerial training (Constable
and McCormick, 1987; Handy, 1987) — which have frequently been
linked to criticisms of Britain’s lack of competitiveness (IMS/NEDO/
MSC, 1985; Steedman and Wagner, 1987).

Preferences for academic or vocational qualifications also differ
markedly across the countries. In Japan, academic qualifications are
of extreme importance, particularly for new recruits. As such, there is a
strong emphasis on young people to do well at school. In the United
States, however, the apprenticeship system has virtually collapsed, but
it also combines one of the highest levels of degree achievement with
the highest levels of educational under-achievement (Gapper, 1992).
While a strong emphasis is placed on the MBA degree the quality varies
dramatically between and within states. The value of academic quali-
fications in France is similar to that in Japan, with the gap between
salaries, according to the nature of the diploma obtained, increasing
considerably throughout an individual’s career (Glaude, 1989). In gen-
eral holding a degree from a Grande Ecole or a university is vital for
career progression. Germany has a highly developed and respected
vocational education and training system (known as the dual system)
which combines on-the-job learning in companies with theory taught in
vocational schools — the responsibility for vocational education is
shared between employers and the state (Randlesome, 1994). There is
also a strong emphasis on academic achievement. Great Britain differs
from both Germany and France in that the level of qualifications held
by the workforce is significantly lower; and its system of recruitment
and promotion is more heavily influenced by the level of experience of
the candidates as opposed to their qualifications (Handy, 1987).

Government policy

In Japan, government expenditures on training are lower than in most
of its US and European counterparts, with employers being the main
funders of job-related training. In the United States, intervention is
restricted to federal funding of vocational training and of education
directed at disadvantaged groups. However, there have been criticisms
that employers have treated this funding as wage subsidies. In Europe,
both Germany and France have highly regulated training legislation,
but this is not the case in Britain. In Germany, training policies and
standards are the responsibility of the government not of employers,
with regulation of the dual system making it possible for employers to
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offer apprenticeship training at almost zero cost. Industry-wide collect-
ive agreements on wages mean that German companies do not have
much of a problem with poaching by other firms that offer higher wages
because they do not invest in training. French training is also highly
legislated, and state intervention in the field of training is of long stand-
ing. Companies with more than 10 employees are legally bound to spend
a specified percentage of the annual pay roll on training (1.5 per cent in
1994), of which 30 per cent is usually spent on cadre training (Barsoux
and Lawrence, 1992). Evidence suggests that this legislation has had a
significant impact on increasing training expenditures in French com-
panies (Holden and Livian, 1992; Tregaskis and Dany, 1996). British
government policy, during the late 1980s and early 1990s, placed the
responsibility for training firmly with the employer and the employee
within the context of a deregulated training environment.

Internal labour markets

Organisations can either look to the external labour market and buy in,
through recruitment, the HR skills they need, and/or they can develop
those skills within the organisation using the HRD system to build an
internal organisational labour market.

Japanese organisations use a wide range of HRD tools which are
firmly rooted in the notion of lifetime learning (Shimada 1980; Ishida
1986; Wickens 1987; Oliver and Wilkinson 1992) and internally focused
labour markets. Research has shown that Japanese employer-led train-
ing is correlated positively with high employment stability (OECD,
1993). The extent to which employer-led training has created employ-
ment stability or has been made possible by it is difficult to disentangle.
In the United States the link between training and labour-market
stability is important because US mobility rates are amongst the high-
est in the OECD so that high mobility rates have been used to explain
why US employers are reluctant to invest in training. Great Britain is
similar to the United States, while in Germany and France different,
traditions and legislation provide a safer environment for internal
labour-market investment. For example, German retention of tradi-
tional management hierarchies allows career progression, while wage
regulation reduces the threat of poaching. In France, regulation makes
it more expensive for employers to get rid of people. While strategic
demands for redundancy, particularly in times of recession, cannot be
ignored, such legislation coupled with controls on training expenditures
are likely to encourage a focus on internal labour markets.
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Predictors of MNE HRD practice

The evidence suggests that in the case of the multinational organisa-
tions, the national context in which a subsidiary operates, and the
national origin of its parent are both potential key factors influencing
MNE level management practices. To be able to predict more precisely
the relative importance of each in determining MNE level management
practices we need to consider the nature of the inter-dependency
between the parent and specific MNE practices, and the MNE and its
local national context. For example, where a parent organisation wants
its MNEs to adopt technologies and practices which can be integrated
and are congruent with its own — due to strategic, structural or
historical reasons — we might expect practices characteristic of the
parent’s home-country environment to be transferred to the MNE,
and reflected in the diversity of organisational practices as a function
of the national origin of the parent. In contrast, where the MNEs
practices are of less direct significance to the parent and linked to
local institutional systems or traditions — such as the educational
and training system or labour market conditions — and affect local
as opposed to international personnel, we might expect the
local national context to be a more important predictor of MNE
practice.

To clarify the role of national context and parent’s national origin in
shaping HRD practices two hypotheses were tested. National environ-
ment and the national origin of the parent were — for methodological
reasons detailed in the next section — limited to Britain and those
MNEs most heavily represented in Britain. The first hypothesis based
on the argument that the parent’s national origin is the key predictor of
MNE practice stated that:

Hypothesis 1: There will be statistically significant differences in the
HRD practices of MNEs based in Britain according to the national
origin of their parent company (Japanese, US, European).

If however, parent’s national origin is not a significant predictor of
HRD practice the results will fail to support this hypothesis. As such
there may be two explanations for these findings. First, that national
context is the more important predictor. Secondly, there is a common
or ‘best practice’ approach to HRD common to multinationals irre-
spective of their national origin. To assess the influence of host-nation
context the following hypothesis was tested:
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Hypothesis 2: The HRD practices of both local ( British) and foreign
(Japanese, US, French and German) MNEs will not statistically
significantly differ from those of non-MNEs based in Britain.

If the results reveal significant differences between MNEs and non-
MNEs (i.e. indigenous organisations) we would conclude that host-
nation context factors fail to explain HRD practice. If the reverse were
true then we would expect the HRD practices in all organisations based
in Britain to show a high degree of similarity.

METHODOLOGY

To simplify the research design the national context the MNEs oper-
ated in was restricted to a single country — namely Great Britain. Data
from Cranet-E was used in this analysis. This is a comparative survey
of strategic HRM conducted by a collaborative international research
network consisting of academics from top European business schools.
The data is collected from senior HR specialists in organisations
employing 200 or more employees (for a wider discussion of this
project, its methodology and contents, see Brewster and Hegewisch,
1994 and Brewster et al., 1996).

Sample

A data was collected in 1995 using a postal survey. The sampling frame
consisted of 5988 organisations representing all industrial sectors in the
United Kingdom (this includes England, Scotland Wales, and North-
ern Ireland). This was compiled by a specialist mailing company draw-
ing on the most up-to-date listing of personnel specialists in the United
Kingdom. A total of 1178 questionnaires were returned, yielding a
response rate of 22 per cent.

For this study, a sub-sample of the UK survey consisting of manu-
facturing companies based in Britain was drawn for analysis in order to
ensure a tighter match between the samples of multinational and indi-
genous organisations. MNEs were categorised into three groups: (1) a
European cluster consisting of French, German and British subsidi-
aries; (2) a Japanese cluster; and (3) a US cluster all with subsidiaries
based in Britain. Indigenous organisations consist of independent
single or multiple site organisations based in Great Britain. These
criteria give a sample of 260 MNEs and 115 indigenous organisations.
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There is a significant difference in the size structure of the two samples
(chi-square 0.0158, df 1) as MNEs tended to be larger than indigenous
organisations. Altogether, 34 per cent of MNEs employ between 200
and 499 people and 66 per cent employ 500 or more. This compares
with 47 per cent of indigenous organisations employing between 200
and 499 and 53 per cent employing 500 or more.

Themultinational sample consisted of 151 British organisations, 69 US,
16 French, 14 Japanese and 10 German ones. There were no significant
differences in the sizes of European, Japanese and US multinationals (chi-
square 0.8654, df 2) so that they can be taken as broadly matched samples.

Defining the HRD indicators

Six indicators of HRD policy and practice were selected for analysis.
These indicators and the questionnaire items used to measure them are
presented in Table 8.1.

The strategic position of HR is used as an indicator of the emphasis
the organisation places on people-related issues. Evidence suggests that
where the HR department has a strong strategic position, training and
development issues are integrated more effectively with the business
concerns of the organisation (Schuler and Jackson 1987; Schuler 1992).
Commitment to HRD is measured in terms of an organisation’s
expenditures as a percentage of the annual salaries and wages bill and
the average number of days training employees receive per year. Fel-
stead er al. (1994) demonstrate the difficulties that have arisen in
attempting to draw comparisons of training expenditures across coun-
tries and among organisations. Nevertheless, combined with other
indicators of HRD, it provides useful information on organisational
commitment to employee development.

Work force data on skill needs, training effectiveness and employee
performance were used as indicators of the focus of HR forecasting and
planning. This type of information, if utilised correctly, can have a
significant impact on the effectiveness of HRD activities in meeting
organisational goals. A range of career-development mechanisms were
adopted as indicators of individual and career-development opportun-
ities often associated with a focus on internal labour markets. Changes
in training-delivery methods of organisations were chosen to reflect a
particular style or ethos underlying organisational HRD. For example,
a focus on informal training such as Japanese on-the-job training, when
compared with formal courses leading to certification, as in France,
reflects differences in the types of training programmes emphasised.
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Table 8.1 Training and development indicators and questionnaire items

HRD Indicators

Questionnaire items

Strategic position of HR

Commitment to training

Workforce data:
Methods of training
needs identification

Methods of evaluating
training effectiveness

Use of appraisals

Career-development
mechanisms

Change in training-delivery

methods

Training and development

challenges for the future

Representation of HR specialist on the board
of directors; involvement of human resource
specialists in the development of corporate
strategy; presence of a written HR strategy;
HR function has responsibility for training
policy; increasing line-management
responsibility for training issues.
Expenditures on training and development as a
percentage of the annual salaries and wages
bill; average number of days training received
by managerial, professional/technical, clerical
and manual employees.

Use of line management; performance
appraisals; business plans; training audits; and
employee requests to identify training needs.
Formal evaluation immediately after training
or some time after training; informal feedback
from line management or trainees; and tests.
Appraisals used to determine individual needs;
for career development; promotion potential;
organisational needs; and occupational groups
receiving appraisals.

Use of regular career planning; international
experience; succession planning; highflyer
schemes; job rotation; assessment centres.

Use of internal training staff; line management;
external providers; job rotation; external
courses; coaching; computer based packages;
open learning; mentoring; on-the-job training.
People management training; strategy
formulation; technology; health and safety;
customer service; management of change;
quality management.

Similarly, emphasis on distance or self-learning methods as opposed to
formal institutional training suggests employee-led versus organisa-
tional-led approaches to HRD.

Indicators of future training and development challenges were used
to show whether organisations perceive future training demands differ-
ently as a partial result of factors associated with country of origin or

with national context.
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Data analysis

The data used in the analyses were dichotomously coded — with 1
indicating the presence of a particular practice and 0 its absence. The
only exceptions were: (1) the data measuring organisational commit-
ment to training — for example, expenditures and average number of
training days for different occupational groups — because they were
continuous, and (2) the importance of future training and development
which was measured on a five-point Likert type scale ranging from
S=very important to 1=not at all important. In the first stage of the
analysis the dichotomous data were analysed using the Kruskal-Wallis
test to examine differences between the practices of the three types of
MNEs (European, US and Japanese). Where differences were found,
the standard error of differences between proportions statistic was used
to assess where these differences lay (Sparrow et al., 1994). Analysis of
variance (ANOVA) was used to test differences among the MNEs,
using the continuous data. These statistical methods account for differ-
ences in sample sizes, making it possible to assess if differences were a
result of real divergence in practice or merely a reflection of unequal
sample sizes. Given the large number of tests that were conducted for
each variable, the significance level used was increased to 0.001.

In the second stage of the analysis, DFA was used to assess if there
were significant differences between the practices of MNEs and British
indigenous organisations. DFA is a multivariate technique which
makes it possible to discriminate between two or more groups, based
on a series of variables. This analysis made it possible to assess whether
the differences or similarities found during the first analysis reflected
similarity with host-country practices or similarity in multinational
approaches. The same variables used in stage 1 of the analysis were
used at this second stage.

RESULTS AND DISCUSSION
Hypothesis 1

The results showed significant differences on only three of the 50
variables measured, which would fail to support the argument put
forward by the first hypothesis that parent’s national origin predicts
MNE HRD practice. However, where differences did exist they were
found to relate specifically to the use of planned job rotation used more
by Japanese MNEs than US or European ones (Kruskal-Wallis
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chi-square: 10.72; df 2; significance: 0.0001). The complete listing of
significant and non-significant results are detailed in Appendix I. Since
the emphasis placed on job rotation by Japanese companies is widely
referred to in the literature as a mechanism of internal employee devel-
opment, this finding would be consistent with the argument of country-
of-origin factors influencing the practices of subsidiaries. Significant
differences were also found in relation to succession planning which is
used most by European MNEs (Kruskal-Wallis chi-square: 10.51; df 2;
significance 0.0008), and high-flyer schemes also used most by Euro-
pean MNEs (Kruskal-Wallis chi-square: 10.57, df 2, significance
0.0003). A more detailed analysis was conducted on the European
sample to establish if any differences emerged as a result of the influ-
ence of one particular country within the European cluster and the
results revealed that this was in fact the case. Specifically, British
MNEs were more likely to use succession planning (Kruskal-Wallis
chi-square: 22.93; df 4; significance 0.0001) and French MNEs to resort
to highflyer schemes (Kruskal-Wallis chi-square: 19.03; df 4; signifi-
cance 0.0003). In the case of France, the use of high-flyer schemes may
be explained by the societal emphasis on hierarchy and intellectual
achievement (Barsoux and Lawrence, 1992); while the use of succession
plans by British MNEs emphasises the focus on identifying a core of
high-potential staff for development. Training statistics in Britain
showing levels of employee training positively correlated with occupa-
tional status and previous levels of education and training would
support the idea of an emphasis on a small core of well-trained high-
potential employees (Employment Department, 1994).

These findings showed that there are some differences in the practices
of MNEs according to the parent’s national origin; although these are
limited. Examination of the differences within the European sample
also highlighted the strength of the divergence in parent national con-
texts which exists and impact on the MNE. However, the results also
revealed no differences between the MNEs on over 90 per cent of the
practices examined. This suggests either a similarity in MNE practices
reflecting the practices of successful companies or a strong similarity
between MNE and host-country practices. This was the key question
tested through the second hypothesis.

Hypothesis 2

Comparisons made between MNEs and indigenous organisations
revealed both differences and similarities. These results suggest that,
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in some areas of HRD, there is a commonality among MNEs,
irrespective of national origin — what some may consider the element
of multinational ‘best practice’. However, in other areas the similarity
in MNE and indigenous practice suggests that the national context
of operation is a key factor influencing organisational HRD
approaches.

The DFA solution accounted for 25 per cent of the variance in
responses. The predictive ability of the solution was high, showing
that organisational responses to questionnaire items correctly classified
87 per cent of MNEs and 50 per cent of indigenous organisations. As
such, the items were good predictors of organisational type, namely
multinational or indigenous. The significant differences in training
practices between the two types of organisations are shown in Table
8.2. Appendix I contains the complete set of significant and non-
significant results for this analysis.

On the strategic positioning of HR, MNEs scored significantly
higher on ‘having a written HR strategy’, having ‘the head of HR on
the board (or equivalent)’, and having ‘HR involvement in the devel-
opment of corporate strategy from the outset’, when compared with
indigenous organisations. There was no significant difference between
the two types of organisations in terms of who had responsibility for
training and development policy. In the majority of cases, this was held
by the HR department as opposed to line management. Nor were there
any differences in the changes of line-management responsibility for
training issues, with both types of organisations indicating increasing
line-management responsibility. These findings suggest that MNEs
demonstrate a stronger element of strategic integration between HR
and business issues — a characteristic often expected when employees
are seen as a key strategic resource and investment. If this is the
case, our findings imply that indigenous British organisations continue
to see employees as a cost and as such tend to exclude HR issues from
central strategic decision-making. Alternatively, it may be that the
indigenous organisations adopt different or less formal mechanisms
of strategic integration than those measured within the confines of
this study.

There were no significant differences between levels of expenditures
by MNEs and indigenous organisations. This could mean that, while
foreign organisations invest heavily in their home country (as is the case
in France and Germany), they do not necessarily do the same in host
countries, or at least in Britain. This suggests that there is no direct
transference of management practices from country to country.
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Table 8.2 HRD practices discriminating between MNEs and indigenous

organisations
MNEs (%) Indigenous (%)

Variables (n=373) organisations (n=270)
Appraisal:

to determine individual training 92 77
Strategic position of HR

have a written HR strategy 62 50

head of HR on the board 56 35

HR involved in corporate strategy 50 44
Training need identification

employee requests 81 67

performance appraisal 80 70
Training effectiveness evaluation

informal feedback from trainees 81 68

informal feedback from line

managers 82 66
Career development mechanisms

use of assessment centres 26 17

use succession plans 57 27

use international experience 30 04
Increase in training & development

delivery methods:

external courses 31 30

coaching 78 60

computer based packages 73 68

mentoring 64 43
Training & development future

challenges:”

people management 4.77 4.61

health & safety 4.11 4.32

strategy formulation 3.95 3.92

This means these data are continuous, while all other data are categorical

(O or1).

Summary statistics: Eigen value 0.3229; Canonical correlation 0.4941; Wilks

lambda 0.7558, significance 0.0001.

Whether this is due to varying labour market conditions, to a less
regulated and legislated training market or to organisational strategies
is difficult to estimate. However, it must be acknowledged that organ-
isations operate corporate strategies which may not necessarily coin-
cide with the best interests of the host country. There is also increasing
pressure being placed on individuals to take responsibility for their own
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development. The concept of a lifelong career within a single company
is disappearing, and that of ‘employability’ is becoming a more inter-
esting prospect. Therefore, financial investment may be reduced while
training activity, led by the employee, actually increases.

There were no significant differences among the organisations in the
use of six out of ten methods of collecting workforce data, suggesting
common approaches adopted by both MNEs and indigenous organisa-
tions. Where differences were revealed, they showed MNEs to use
methods of workforce data collection more than indigenous organisa-
tions. The collection of such data in terms of identifying training need
and evaluating training effectiveness is a key feature in the effective and
efficient utilisation of employees. The data showed a greater tendency
for MNEs to use what may be considered ‘sophisticated’ techniques of
training-need identification, such as the analysis of business plans and
training audits.

This divergence may be explained in terms of apparent cost because
such methods can be more expensive both in terms of time and people
resources than the more frequently adopted informal methods of gain-
ing information from line managers and employees themselves. The
results also suggest that indigenous organisations operate HRD sys-
tems for short-term benefits rather than for long-term goals which
require knowledge of training needs and of training effectiveness.
Assessing need and evaluating added value are two areas of training
and development that have traditionally been poorly handled by com-
panies. However, HR departments are increasingly being asked to
demonstrate the value of training to the business, and training-need
identification and evaluation can help fulfil this requirement.

In terms of the appraisal system, there was a consistent pattern
between the two types of organisations in that appraisals were most
common for the managerial and technical/professional staff and least
common for the lower occupational levels (namely, clerical and manual
staff). However, significant differences between the two organisational
types was also evident. MNEs were more likely to use an appraisal
system to determine individual training needs, when compared with
indigenous organisations. There was no difference in the use of the
appraisal system to determine promotion potential, career-develop-
ment opportunities, and organisational training needs. There was simil-
arity in the relative reasons for the use of appraisals, with identification
of individual training needs being the most commonly used approach
and identification of organisational training needs being the least com-
mon one.
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Analysis of the items measuring career-development mechanisms
showed that MNEs were more likely to use succession planning, inter-
national experience, and assessment centres for the development of
employees, compared to indigenous organisations (see Table 8.2). Indi-
genous organisations may think that it is more cost effective to spend
time and resources on recruiting people into the organisation and on
developing a core of top management, as opposed to spending a lot of
time and money on developing expensive internal-development
mechanisms for the wider workforce. No significant difference in the
use of career plans, job rotation or highflyer schemes between MNEs
and indigenous organisations was evident.

Examination of training-delivery methods showed that MNEs have
increased their use of external training courses, coaching, computer-
based packages, and mentoring more than indigenous organisations
(see Table 8.2). As these data are not absolute but relative, it is not
possible to establish if MNEs are doing more in delivering training than
indigenous organisations, although the results indicate a move towards
more internally focused training by both types of organisation.

No differences were found in the use of the other training-delivery
methods. However, some of the largest increases in delivery methods
were associated with the more progressive and non-standard mechan-
isms such as computer-based and open-learning packages. This was
coupled with the lowest increases being associated with the use of
external-training providers and of line managers. These findings sug-
gest a shift in the nature of training and development from formally
structured employer-led programmes to more flexible employee-led
and-controlled learning procedures.

Finally, analysis of the future training need items showed some
divergence in emphasis between the two types of organisations (see
Table 8.2). In particular, indigenous organisations identified health
and safety issues as more important than MNEs. This emphasis may
reflect the high levels of regulation in the area in Great Britain as well
as directives from the European Community. While MNEs are also
subject to such changes, these organisations may have greater financial
resources to respond to them, making such regulations’ impact less
important. In contrast, MNEs attached greater importance to people-
management issues and to strategy formulation than indigenous orga-
nisations, which may reflect the challenges facing MNEs in increasingly
competitive markets. People-management and management of change
issues were seen as key future training needs by both MNEs and
indigenous organisations.
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In summary the findings reveal mixed support for the second
hypothesis, although on the whole there is greater similarity than
difference between the MNEs. This means that in a few areas HRD
practice is more likely to be a product of a common multinational
approach, but in the majority of areas it is reflective of the national
conditions in which the company has to operate. Given the high level of
labour market deregulation in Britain it could be argued that multi-
nationals are making the most of the competitive opportunities offered
by this freedom, making national context and not parent’s national
origin more important. Recent work, which would support this view,
found that German managers setting up greenfield sites in Britain made
the most of their freedom from ‘formal and informal institutional
arrangements’ that tended to restrict their practices in Germany
(Guest and Hoque, 1995; p. 35). There is also no legislation in Britain
relating to company expenditure on training as in France so that, in
this study, expenditures by French MNEs in Britain did not signific-
antly differ from that of indigenous organisations. These results imply
that the lack of employment regulation in Britain, and other countries
offers multinationals opportunities which in their home country would
prove more costly or less efficient. The role of national context and
parent’s national origin may therefore be a factor of the competitive
advantage available to the MNE from each source. MNEs offer many
potential ‘best practice’ lessons for local organisations and national
policy makers but, without the controls present in other countries,
Britain and other highly deregulated labour markets may encourage
the types of business and organisational strategies that are not neces-
sarily beneficial to the development of host labour-market skills.

CONCLUSIONS

This analysis revealed considerable support for proposing national
context as a key determinant of MNE practice over parent’s national
origin. However, the results were not uniform and there was some
evidence that this latter variable — parent’s national origin — also had
a part to play. Although, the findings suggest that the role of the
national origin of the parent in shaping MNE practice is less important
than the literature suggests — at least, in relation to HRD Practice.
An endemic problem with survey research is that answers are only
given to questions asked. There are a number of HRD characteristics
that could not be examined in this study and which may indicate
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further congruity or incongruity among organisations. The sampling
restrictions in this study also mean that further research would need to
be carried out before the findings can be extrapolated to the wider
population.

While this study has provided valuable insights into variations in
organisational practices in an area of HRM which is not often con-
sidered in detail, questions remain. In particular the nature of the
casual relationships between national contextual issues, organisational
strategies and organisational practice need further investigation. One
approach would be to use in-depth case study research to explore how
the demands from the external environment are manifest in organisa-
tional practice, and the role of key stakeholders in mediating the impact
of these demands on organisational strategies.

In an atmosphere of ever-decreasing organisational hierarchies, the
role of training and development as a recruitment tool or as a reward
and retention mechanism could be very valuable. Further, given the
particular significance of HRD to the wider issue of labour-market skill
development, it is an area that warrants greater attention.

APPENDIX I

Table 8AI.1 List of significant and non-significant results — organisations’ %
and mean scores on each of the training and development indicators

Results for
Results for Proposition 1 Proposition 2

Japanese US FEuropean
MNE:s MNEs MNEs All Indigenous
(n=14) (n=69) (n=177) MNEs organisations

Commitment to training &
development (T&D)
% expenditure of salaries

and wages bill 2.58 243 2.75 1.80 1.42
Average days: mgt. 4.88 4.37 4.08 2.45 2.13
Average days:

professional / technical. 5.63 4.98 4.19 2.63 2.28
Average days: clerical 3.75 3.03 2.81 1.56 1.18
Average days: manual 3.63 4.09 3.56 1.85 1.96

Strategic position of HR
Have a written HR strategy 64 65 61 62%* 50%*
Head of HR on the board 50 73 51 56* 35%
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HR involved in corporate
strategy

HR responsible for T&D
policy

Increase in line management
responsibility for T&D
issues

Training need identification
Use project business plans
Use training audits
Use line management

requests
Use performance appraisals
Use employee requests

Evaluating training effectiveness

Use tests

Use formal evaluation
immediately

Use formal evaluation later

Use informal line
management feedback

Use informal trainee
feedback

Career development mechanisms
Use career plans
Use assessment centres
Use international experience
Succession planning
Job rotation
High-flyer schemes

Increase in training &
development Delivery methods:
Internal training staff
Line management
External providers
On-the-job training
External trainers
External courses
Coaching
Computer-based packages
Open learning
Mentoring

Training & development future
challenges:
People management
Technology computers
Strategy formulation
Health & safety

36

21

50

64
64

79
79
79

57

64
57
79

79

7
29
14
29%
64*
14*

4.79
4.29
3.64
4.29

51

39

48

77
64

81

77

41
71
79

80

4.74
4.43
3.81
4.09

51

31

44

74
69

83

83

48
81
83

84

4.78
4.46
4.03
4.10

50*

33

45

74

82
80*
81*

46
71
81*

82*

29

26*
30*
57*

32

4.77*
4.44

3.95%
4.11*

44%

36

4

61

71
70%*
67*

31
63
68*

66*

4.61*
4.32

3.92%
4.32%
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Table 8AL.1 (Cont.)

Results for
Results for Proposition 1 Proposition 2

Japanese US European
MNE:s MNEs MNEs All Indigenous
(n=14) (n=69) (n=177) MNEs organisations

Customer service 3.07 4.29 4.27 4.21 4.14
Management of change 393 4.54 4.62 4.56 4.41
Quality management 4.29 4.22 4.29 4.27 4.32
Appraisals
For managers 93 94 92 93 78
For professional/technical
staff 93 90 89 89 75
For clerical staff 86 81 76 78 66
For manual staff 64 38 45 44 39
To determine individual 86 93 93 92% 77*
needs
To determine
organisational needs 64 57 63 62 47
To determine promotion 71 80 81 80 64
potential
For career development 64 77 83 80 63
* p <0.001
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9 In Search of Management

Development in Europe:
From Self-fulfilling
Prophecies to
Organisational Competence

Henrik Holt Larsen

INTRODUCTION

The last decade — with its emphasis on organisational culture, experi-
ential learning, managerial competence, strategic HRM, the learning
organisation, etc. — has changed the demands and expectations to
management development, as well as the methods and techniques by
which these demands and expectations are met. This has a great impact
on the role and effectiveness of so-called high-flyer programmes in
organisations, as these programmes are anchored in the organisational
setting. New developments have appeared in the following areas:

1.

The objective of management development is being questioned, in
particular whether one is training a selected, elitarian group of
individuals through high-flyer programmes or stimulating an all-
encompassing change in management processes.

. The target group for management development is being challenged,

and arguments are put forward that it should be enlarged to include
anybody who has a significant impact on managerial processes in the
organisation, whether or not the person in question has a formal
managerial position. Obviously, this has a direct impact on the use
of high-flyer programmes.

. Development of job structure, information technology and organisa-

tional characteristics are all seen as part of (or at least contributing
to) management development.

. The belief in universal managerial practices is being challenged if not

replaced by a recognition of the situational and task specific
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distinctive character of management processes. What works well in
one situation, may well be a failure in another situation.

5. The redefinition of what management development is, gives a better
understanding of what it is for. Management development is increas-
ingly seen as a vital ingredient in the overall organisational trans-
formation processes, enabling the organisation to meet the external
and internal demands of the future.

To be able to assess the appropriateness of high-flyer programmes, a
critical analysis of these trends are needed. In the following section, the
concept of high-flyer programmes will be dealt with in some more
detail, and the major criticisms are presented. We then outline an
alternative perspective on management development, integrating the
individual and organisational perspective, incorporating current under-
standings of the learning concept, and linking management develop-
ment to business strategy. Following this, we present survey data about
high-flyer policy in a number of European countries. Finally, we dis-
cuss the implications for practice and future research regarding high-
flyer programmes.

HIGH-FLYER PROGRAMMES IN MANAGEMENT
DEVELOPMENT

The purpose of this section is twofold. First, we will present what could
be called the ‘classic’ model of high-flyer programmes as a management
development tool. Secondly, we will discuss some important trends
which challenge this concept. Thus, the analysis calls for an alternative
approach to management development, which is the topic of the fol-
lowing section.

The concept of high-flyer programmes

In this chapter, a high-flyer programme will be defined as a formal
identification and development procedure, established by an organisa-
tion with the intention to identify a limited (in relative terms) group of
employees (or applicants) who are believed to possess management
potential and who will most likely — after undergoing a systematic,
planned set of training and on-the-job learning activities — possess the
managerial competencies needed to take over middle or senior manage-
ment positions in the organisations. This definition of high-flyer
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programmes rests upon a number of assumptions of a theoretical,
ideological or practical nature:

e It is believed that developing management is achieved by developing
managers.

e It is presumed that one can construct and control a growth/devel-
opment stimulating environment, and that management develop-
ment actually (and mainly) takes place within this environment.

e Management development is primarily aimed at an élitist group of
individuals (high potential or fast-track employees).

e [t is presumed that these individuals want to be part of the develop-
ment scheme, i.e. have a high level of DCUM (Desire for career
upward mobility, cf. Mael, 1991)

e [t is presumed that individuals who have been through fast-stream
selection and development become successful in terms of promotion,
performance, etc. (Hall ez al., 1976, 1986, 1996).

On the face of it, fast-track programmes for high-flyers are attract-
ive. The organisation recruits or identifies internally the employees with
the highest potential, puts them on the fast track, monitors their
performance and uses them for future vacancies in the organisation.
The fast-track programmes vary with regard to stage of career, dura-
tion, content (i.e. development activities), purpose and participants
(Harris and Feild, 1991), but the main idea remains the same. The
rationale is that by establishing fast-track programmes for high-
flyers, the organisation can spend the resources on the ones having
been ‘ear-marked’, and provide them with a tailor-made, intensive
development plan. Also, it is believed that fast-track programmes will
attract good people, and make them committed and stay with the
organisation.

High-flyer programmes have been used extensively, mainly in large,
international companies and quite often with (perceived) great success
(Hall, 1976; Evans, 1986; Arthur et al., 1989; Larsen, 1990; Clark,
1992). This is not surprising, however, for several reasons. First, fast-
tracking is to a high extent compatible with ‘classic’ management
development. Secondly, success is quite often measured by the percent-
age of people in top (and middle) management positions who were
initially identified as high-flyers and who have been through the fast-
track programme. However, this does not tell whether the organisation
has actually identified and developed the ‘best’ people, or if this is a
self-fulfilling prophecy. Thirdly, many key people in an organisation
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(including top management and the HR director) have a stake in the
programme and may be very reluctant to go public with statements
against the high-flyer idea.

Nevertheless, there has been an increasing scepticism against the fast-
track concept. Clark (1992, p. 139) has summarised the critique in this
way:

e Temporary corporate assignments are not easy to manage as they
usually involve coordinating the efforts of those from other
departments without any direct authority

e A High Flyer policy...can raise expectations to a very high level
and if business circumstances change suddenly, the most highly
motivated can turn overnight into the most dissatisfied individuals
and leave

e The many ‘solid citizens’ whose performance is good may find
that their own motivational needs and careers are neglected for
the sake of the few

e A feeling of elitism or arrogance may be attributed to this select
group by others in the organization. They may believe it is more of
a self-fulfilling prophecy that these individuals will succeed once
they have been identified

e Their selectors will not /et them fail as they would be reluctant to
admit that they had made a mistake

e Such a cadre identified so early on could exclude those having
taken career breaks (usually women) or those who have decided
on a switch in career later in life.

In addition to these disadvantages, the organisation may actually
find it difficult to motivate or reward behaviour by the high-flyers
which is in the interest of the organisation. As Kovach states: ‘Man-
agers are discovering a painful contradiction built into the fast-track
route up organizational ranks: The very behaviors that are strongly
rewarded in the early career phase are the same ones that prevent many
fast-trackers from making the shift to upper-level management’
(Kovach, 1986, p.41). Also, it is not certain that an organisation
which needs innovation and experimentation does in fact support or
reward this kind of behaviour. The organisational culture or norm
system can actually discourage or punish innovative behaviour.

Empirical studies show that participants in fast-track programmes
may actually experience career frustrations to a fairly high extent
(Harris and Feild, 1991). Interesting enough, this study also shows
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that the supervisors of the participants as well as top management
underestimate and overestimate, respectively, the frustration with spe-
cific career issues. Hence, their study shows that ‘both the fast-track
supervisor and executive group significantly underestimated the degree
of frustration generated by the following four sources: lack of career
planning and counseling after the program, lack of job challenge, lack
of being given job responsibilities, and uncertainty regarding job
assignments after completing the program.... [Also] supervisors and
executives generally overestimated the extent of participants’ frustra-
tions with low pay and overly-inflated career expectations’.

The sources of frustration significantly underestimated by super-
visors or company executives were the top sources of frustration
rated by the participants themselves. Also, the lowest source of frustra-
tion was significantly overestimated by supervisors and executives.
Harris and Feild conclude, not surprisingly, that ‘the supervisors and
executives were somewhat out of touch with experiences of the partici-
pants’ (Harris and Feild, 1991, p. 8). One may wonder how much time
and talent is actually put into career guidance of the high-flyers by
supervisors. It is noteworthy that Derr and Jansen (1993) in their study
of career development in major European companies found that ‘nearly
two-thirds of the respondents (human resource directors) agree that
few supervisors are equipped to hold employee career discussions, and
one-quarter indicated that supervisors don’t feel career development is
part of their job’ (Derr and Jansen, 1993, p. 46).

It is interesting that one of the lowest frustration scores in the study
by Harris and Feild (1991) relates to the factor: ‘animosity of others
toward participants’. As mentioned above, one of the traditional criti-
cisms of fast-track programmes is just this postulated jealousy by peers.
(It should be stressed, however, that it could in principle be that the
participants in the fast-track programme do not perceive the animosity
actually held by peers.)

One of the disadvantages by the fact that ‘large organisations have
separated out a cohort of High Flyers early in their careers, and given
them rapid experience across a variety of functions’ (W. Hirsh, here
quoted from Herriot, 1992, p. 55) is the fact that it has been more
difficult (or less rewarding) to pursue a specialist career. Knowledge-
and service-intensive organisations, however, not only have many spe-
cialist tasks and jobs but are also very dependent on organisational
structures facilitating cross-functional and cross-organisational net-
working, where highly competent specialists in different fields and
with different backgrounds can work together.
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This has important implications for the career prospects for the
specialists: “They will be highly valued, but not primarily by their
own specialist peers. In the long term, many professional groupings
will realise that organisations rather than individuals or each other are
their prime clients. When they do so, contribution to core competencies
will be the basis for professional esteem and reputation’ (Herriot, 1992,
p. 55). The complex, knowledge-based organisation with specialists,
multispecialists (Clark, 1992, p. 139), project managers, generalist
managers, etc. does not work very well together with the classic, uni-
versal career track model, which is mainly fueled by corporate loyalty,
rather than intrinsic job commitment.

Performing a job exposes the person to a number of problems,
choices and experiences, which may or may not eventually increase
the person’s competence. What determines whether being exposed to
a given situation causes learning to occur, depends on the quality of the
experience itself. Theories of experiential learning have documented
that learning is most likely to occur, when the person is exposed to a
demanding task, when the stock of previously acquired experiences do
not give the immediate solution to the problem, and when the learning
situation has an element of surprise: ‘Many of the most disruptive and
the most valuable learning experiences share the characteristics of being
surprising. We know we have learned something new when we are
surprised,” (Sims and McAulay, 1995, p. 13). By stating this, Sims
and McAulay implicitly claim that perceived learning is identical to
actual learning. This disregards, however, two types of situations
nevertheless characterised by learning, the first being an actual change
in competencies of the individual, without being recognised by the
individual, and the second being ‘unpleasant experiences’ which, how-
ever, provide actual learning.

Also, it should be stressed that learning is not necessarily bound to
the job situation: ‘In the final analysis, all development is self-develop-
ment whether it takes place on or off the job, at work or at home, in
school or on vacation’ (Moulton and Fickel, 1993, p. 18).

Classic management development does to a certain extent provide
the opportunities for experiential learning, as fast-track programmes
often involve job rotation and special assignment. The problem with
some of these jobs or tasks is, however, that they often are designed for
trainees and other fast-track participants. As a result of this, they often
have an ‘artificial’ character, involving a lot of investigation, report
writing and being an ‘observer’ of what goes on, rather than being
‘thrown in at the deep end’ and do the ‘dirty job’ oneself.
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The effectiveness of (quite often unexpected) experiential learning
processes, combined with the de facto difficulties in planning carefully
management development processes anyway, are explaining why so
much achievement of managerial competence happens incidentally.
This is confirmed by recent research. Thus, Mumford et al. (1989) did
a study on 144 directors from over 40 acknowledged blue chip compan-
ies. This study showed that ‘most directors learned accidentally and
through unstructured experiences. Few had career objectives and a plan
to help them achieve them’ (Here quoted from Clark, 1992, p. 60).

The need for an alternative model of management development

The above analysis of the traditional model of management develop-
ment demonstrates the need for a different concept, which takes into
account the business community of today (with an increasing share of
knowledge organisations), which bridges the gap between personal
growth and organisational learning, which diminishes the disadvant-
ages of fast-track programmes, which opens up for non-managerial
career development (of professionals, specialists and other highly com-
petent employees), and which incorporates experiential learning as a
supplement to formal training. This is the topic of the following sec-
tion.

MANAGEMENT DEVELOPMENT AS KNOWLEDGE
CREATION - AN INTEGRATED MODEL OF MANAGERIAL
COMPETENCE

Strategic management development

In management development, there is a need for securing an integration
of business strategy, HR strategy and management development. Many
classic high-flyer programmes have been comprehensive and secured an
intensive development of the participants, but they have been out of
tune with the strategic profile of the organisation. This is a serious
attack on the effectiveness of management development programmes
as well as the entire philosophy behind them. /f management develop-
ment has to be taken seriously, it has to deal with authentic managerial
processes. If the focus is on experiential learning, there is a vast overlap
between learning and working. If management development has to
encompass key people in the organisation, they should be involved in
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tasks of strategic importance. And if management development is also
aiming at giving people a feel for whether they belong in the organisa-
tion in the long run, they should know what the organisation stands
for. So, in short, investing in management development means opening
up for using the company vision, mission, overall objectives and cor-
porate strategy as facilitators for the management learning process.
This is what Burgoyne (1988) calls ‘Stage 6’: ‘Management develop-
ment processes enhance the nature and the quality of corporate policy
formulation and they are also used to implement these enhanced pol-
icies’ (here quoted from Storey, 1994, p. 372).

Defining the organisational ‘scene’ as an interactive component in
management also means that the organisational culture becomes of
vital importance. As Schein stated: ‘Leaders create cultures, but cul-
tures, in turn, create their next generation of leaders’ (1985, p. 313).
Management development means being introduced to the organisa-
tional culture, being socialised into it, being able to operate — success-
fully — within it, being able to ‘carry it’ as a role model, and rewarding,
respectively punishing organisational behaviour which is concordant
with or conflicts with the culture. However, at the same time as one
should be able to operate — safely — within the present culture, one
should be able to initiate an adjustment of this culture to changing
contextual conditions. This aspect of organisational culture has not
been sufficiently considered in traditional management development.

Experiential managerial learning

It has been stated above that realistic management development implies
that the distinction between learning and working dissapears. Hence,
management development should build on our present theoretical
knowledge of experiential or action learning. The concept of ‘action
learning’ is in itself not new, as it goes back to some of Revans’ early
work (1982). It is ‘an approach to the development of people in organ-
izations which takes the task as the vehicle for learning. It is based on
the premise that there is no learning without action and no sober and
deliberate action without learning.” (Pedler, 1991, p. xxii, here quoted
from Storey, 1994, p. 375). This fairly rigorous statement has almost
(unwillingly?) got a Skinnerian flavour, although no reference is made
to the reinforcement potential of the actual performance. Mumford
(1994), who has been mentioned previously and is one of the pioneers in
experiential learning, analyses how socalled real-time management
experience can be used in learning. And Margerison (1994) links action
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learning and excellence in management development. In this chapter,
experiential managerial learning will be defined as the (deliberate or
incidental) process by which an individual (either a managerial or a
non-managerial employee) develops competencies of a managerial nat-
ure by being exposed to — and acting in relation to — managerial tasks.
These learning incidents are facilitated by a synergetic relationship
between (1) action and reflection of the individual; and (2) individual
and organisational development. Hence the individual managerial
learning takes place within — and is influenced by — a given organisa-
tional context, is (from the outset) an inductive learning process, but is
reinforced by its organisational contextualisation and conceptual gen-
eralisation.

On-the-job and other experiential type methods of management
development have for decades been regarded as important means of
management development, but there is an increasing need to incorpor-
ate and benefit from the last decade’s intensive development of the
theory of learning and knowledge creation. An example of this is the
knowledge creation theory by Nonaka (1994).

Management development as a learning creation process

Although we have explicitly used the term ‘knowledge organisation’, all
organisations are in fact ‘knowledge organisations’. Knowledge work is
sometimes defined as work performed by socalled ‘knowledge work-
ers’. However, this creates an artificial distinction between ‘knowledge
workers’ and ‘non-knowledge workers’. The latter category is rather
meaningless, as it is hard to imagine any work not requiring the use of
knowledge. It is more appropriate (at an operational level, at least) to
maintain that there is a varying degree of knowledge intensity in any
given task, job and organisation.

Management development is a result of (and benefiting from)
organisational knowledge creation, but is in turn also contributing to
this process. This is a crucial aspect of Nonaka’s theory about learning
creation, which is a very innovative perspective on management
development, among others because it is reflecting the increasing
predominance in society of knowledge and knowledge-intensive organ-
isations.

According to Nonaka, ‘organizational knowledge creation . .. should
be understood in terms of a process that ‘organizationally”
amplifies the knowledge creation by individuals, and crystallizes it as
a part of the knowledge network of organization’ (1994, p. 17). This
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amplification and crystallisation process happens through informal
communities of social interaction within the organisation, interaction
between the organisation and its surroundings (customers, suppliers,
competitors, etc.), and by integrating the informal social interaction
with the formal strategy development processes of the organisation. In
other words, management development which is a joint individual and
organisational development process, is nurtured through individual
and organisational knowledge creation. And this knowledge creation
occurs through informal, intra-and inter-organisational networking as
well as by incorporating informal social interaction in formal strategic
processes. Hence, Nonaka’s theory incorporates several of the argu-
ments in this section: the strategic outspring, emphasis on experiential
learning, the inter-relationship between the individual and the organ-
isation, etc. And, somewhat surprisingly, the actual means of manage-
ment development have got traits in common with some of the
standard management development methods like job rotation, particip-
ation in inter-departmental or inter-organisational projects, fast track
programme, etc.

Nonaka makes a distinction between ‘explicit’ and ‘tacit” knowledge.
An important characteristic by management development is the fact
that an essential part of it is acquiring ‘tacit knowledge’. “Tacit know-
ledge is deeply rooted in action, commitment, and involvement in a
specific context’ (Nonaka, 1994, p. 16), and this is exactly what
management development is all about. By the same token, however,
it makes it difficult to monitor management development, as well
as evaluating the effect of it. As Polanyi puts it: “‘We can know
more than we can tell’ (1966, p. 4, here quoted from Nonaka, 1994,
p. 16).

The intention by including Nonaka’s theory of knowledge creation
in this chapter is not to claim, that he has found the universal solution
to the management development problems and paradoxes described in
this chapter. However, his theory is a valuable supplement to the
existing theory of management development, which for the most part
dates back to an industrial society with mainly hierarchical, bureau-
cratic organisations. Nonaka’s theory takes us a little step into the
knowledge (creation) era.

Concluding remarks

Here we have listed the actual (and to a certain extent future) demands
on the management development and high-flyer phenomena. Also, we
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have outlined what might eventually be components in a comprehens-
ive model of management development in knowledge-intensive
organisations.

This model is not per definition superior to the classic model of high-
flyer programmes and supposed to replace these entirely. Probably,
some kind of balance between the two will provide the best picture of
management development. Herriot (1992, pp. 67-8) has in a very
explicit way described this balance:

e We’re valuing change and development, but we’re also valuing
steady loyalty and organisational experience

e We’re encouraging individual stars, but also cross-functional col-
laboration

e We're valuing local initiatives, but also nurturing core organisa-
tion-wide competencies

e We’re concerned with individually based rewards and careers, but
we value collaborative teamwork.

Another interesting perspective on management development is by
asking the fundamental, although important question: Are there any
financial consequences of doing one or the other thing in the manage-
ment development area? Tyson et al. (1994) have done a survey trying
to identify the profile of financially successful companies. Their results
show:

All the organisations in our sample regarded employee and manage-
ment development as a most important contributor to business
strategy achievement. The quality of management was frequently
seen as providing competitive advantages over other companies,
and much attention was therefore devoted to the identification of
potential and the systems to make management development happen
in the way the company wanted. Systems were seen as extremely
important in this regard: appraisal, succession planning and personal
development plans, were all mentioned, along with formal delivery
mechanisms for development, using outside providers, and counsel-
ling and coaching from within. Management development and busi-
ness development were said to go hand in hand. Young high flying
managers were regarded as the seed corn of the company: to be
preserved, developed and encouraged.

Tyson et al., 1994, p. 21.
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As one can see, the organisations are ‘picking’ some ingredients from
the classic management development model (identification of potential,
high flying managers, etc.), but also include some of the characteristics
of the new model (strategic emphasis and the belief that business
development and management development go hand in hand). Tyson
et al. also stress the need for ‘developing the whole range of skills and
abilities at all levels in the (1994, p. 21) organization’. In other words,
what they call a ‘learning partnership’ must be established.

MANAGEMENT DEVELOPMENT IN EUROPE - A
QUANTITATIVE STUDY

In this section we will utilise Cranet-E to illustrate national differences
in management development. The purpose of this is twofold: first to
relate management development (in particular high-flyer policy and
practices) to other HRM methods and, secondly, to illustrate national
differences in the use of management development programmes. The
intention is not to interpret these differences from a national culture
perspective, but to illustrate the relationship between management
development and other HRM procedures in different national settings.

Cranet-E comprises almost 5000 private and public organisations
with more than 200 employees in 15 European countries. The same
questionnaire has been used in all countries, and the data presented
below all stem from the most recent survey, undertaken in 1995. This
survey comprised 14 countries. In Tables 9.1-9.12, the countries are
named by their national code (UK, F, E, NL, etc.). Separate data are
presented for East-and West-Germany (D(e) and D(w), respectively),
despite the political unification of what was earlier two independent
countries.

The first question we will look at is the prevalence of high-flyer
policies in Europe. Included in the survey is a question whether the
organisation has a high-flyer policy. These data are presented in
Table 9.1.

Table 9.1 shows that most of the countries fall into one out of two
categories. In eight countries, approximately 20-30 per cent. of all
organisations have a written high-flyer policy. In five other countries,
the percentage is much lower, typically in the range of 10 per cent.
Hence, less than a third of all companies in the 14 countries have a
written high-flyer policy. However, if one adds to this the respondents
with an ‘unwritten’ policy, up to two-thirds of all organisations in



Table 9.1 Percentage of organisations with a ‘high-flyer’ policy

Country 0Z B BL CH CY CZ D(w) D(e) DK E F FN G H 1 IRL N NL PL S T UK
Yes, written 15 27 19 27 18 23 26 10 16 22 24 5 43 7 10 20 ni 21 7 31 24 12
Yes,

unwritten 15 28 35 28 34 28 27 26 18 41 34 15 31 44 32 17 ni 19 20 25 46 23
No 62 39 26 41 34 40 42 50 65 29 36 76 23 30 34 51 ni 55 63 40 18 61
Don’t know 5 5 7 1 0 2 2 6 0.5 0 3 1 3 6 7 7 ni 2 9 1 2 1

Note: ni = question not included
Source: Cranet-E.

081
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selected countries have a written or unwritten policy. Obviously, it can
be questioned what the significance of having an unwritten policy is.
However, the data from previous rounds of the same survey show that
organisations often perceive to have fairly articulated and collectively
perceived HR attitudes in certain areas, even though these guidelines
have not been put in writing as a proper policy in that area.

A related issue is the fact that having a policy in the management
development area does not necessarily imply that an organisation has a
specific system or programme to implement the policy. And, in reverse,
an organisation can have a high-flyer programme without necessarily
having a policy in this area. Considering that most of the respondents
in the survey have between 200 and 1000 employees (Appendix, Table
9.9), and that high-flyer programmes are geared in particular towards
the needs of larger organisations, the survey data illustrate that high-
flyer programmes seem to be fairly widespread in the European busi-
ness community. There seems to be a slight geographical (= national
culture) pattern in the extent to which organisations have a high-flyer
policy in the sense that the more to the South one goes, the more
widespread high-flyer policies become. Hence, the three countries
with the lowest occurrence of such (written or unwritten) policies are
all Northern European (i.e. Finland, Denmark and the UK). These
countries are culturally similar, but that does not explain, that high-
flyer policies are fairly common in Sweden. The Latin European coun-
tries (Turkey, Spain and Italy in particular) do have a high proportion
of organisations with high-flyer policies, and Central European coun-
tries (Germany and Holland) lie somewhere in between.

Conventional wisdom dictates, that to make high-flyer programmes
cost effective, they have to be coordinated closely with the overall
strategy of the organisation. Hence, the number of participants as
well as the actual content of the programme have to reflect the present
and future strategic challenges of the organisation. The survey results
illustrate to which extent this is the case. In Figure 9.1, the prevalence
of high-flyer policies and corporate strategy, respectively, is shown. For
both dimensions only the ‘written’ policy category is considered.

In terms of the percentage of organisations with a corporate strategy,
the figures show that most countries are located within the 50-60 per
cent or 70-80 per cent range. Within each of these bands, there is a
pronounced difference in the prevalence of high-flyer policy (ranging
from 5 per cent in Finland to 27 per cent in Switzerland). In other words,
there is not a direct, linear relationship between these two variables.
However, Sweden and Italy (and to a lesser extent Switzerland,
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Note: The actual tables, on the basis of which this and the following figures are
made, are reproduced in full in the Appendix.

Germany (W), Spain and France) do show that a widespread high-flyer
policy goes along with corporate strategy and represents an almost
linear relationship. The remaining countries do not confirm the postul-
ated relationship.

By their very nature, high-flyer programme require systematic
appraisal systems by which to identify and assess the participants in
the programme. In Cranet-E, the data show the percentage of organ-
isations using appraisal systems to determine promotion potential and
career development, respectively. These data are correlated with the
prevalence of high-flyer policies in Figure 9.2 and 9.3.

Figure 9.2 which shows high-flyer policy and appraisal system(s)
used to determine promotion potential indicates only a moderate rela-
tionship. Hence, it is to a certain extent likely that organisations
introduce (or use existing) appraisal systems to determine whether
and in which way a high-flyer should be promoted and/or who should
be let into a high-flyer programme. (Being enrolled in the high-flyer
programme may be perceived as a promotion in the organisation.) A
surprisingly weaker (i.e. hardly any) relationship appears from Figure
9.2 which correlates high-flyer policy with appraisal system(s) used for
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career development. The reason for this can be that organisations use
other instruments for career development than high-flyer schemes (for
instance, training courses or job transfer in general), but why then
invest in high-flyer schemes, which are explicitely targeted at providing
suitable career tracks for high potential employees.

Another interesting issue is the relationship between high-flyer policy
and line manager involvement in HR. From one perspective, high-flyer
programmes can be considered a typical staff (HR) function activity,
not necessarily involving the line managers to any great extent. The
candidates are selected by the HR function on behalf of the organisa-
tion and for the benefit of the organisation. On the other hand, as high-
flyers are typically placed in line jobs as part of their development, the
line managers are actually providing the ‘testing and training ground’
for the participants. In addition, not even the most professional and
committed HR function can follow the high-flyers as closely and com-
petently as the immediate superior, i.e. the line manager.

Figure 9.4 shows the relationship between the two variables. As the
questionnaire does not explicitly ask about the line manager respons-
ibility for high-flyer programmes (not even management development
in general), we have used line manager responsibility for training and
development as an approximation.

As it appears from the Figure 9.4, there is no correlation between the
two variables. The countries are scattered all around the diagram. It is
open for speculation whether it has some significance that five ‘small’,
highly developed countries (FIN, DK, NL, CH and S) appear at the
top, and three central European countries (D(e), D(w) and F) are
located in the middle. However, at the bottom one finds two very
different pairs of fairly similar countries, namely the UK and IRL,
and I and E, respectively.

From a more general point of view, it can be stressed that there has
(over the last 3 years) been an increase in line manager responsibility
for most areas considered in the Cranet-E survey. This evidence is very
strong in the training and development area, as it appears from Table 9.2.

Also, there has been an increase in the use of coaching and mentoring,
see Tables 9.3 and 9.4.

A third area, related to experiential management development, is the
use of on-the-job training. Table 9.5 shows that there is an very sig-
nificant increase in the use of on-the-job training in most countries.

Managers are also to an increasing extent used in training. The
percentage of organisations where there has been a change in the use
of line managers is shown in Table 9.6.
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This corresponds with the general trend, supported by survey data,
but not reproduced here, that there is an increasing focus on internal
training courses, relative to external courses. This usually means a more
pronounced use of internal instructors, among whom can easily be line
managers. In particular, line managers play an important role in inter-
nal training courses when there is a need to clarify and discuss the
corporate strategy and the specific work plans deducted from this.

In conclusion, line managers are to an increasing extent involved in
the development of HR. They carry a major responsibility for training
and development, they are involved in coaching and mentoring, and
they are used for training the employees. Not surprisingly, then is
people management and supervision considered as an important train-
ing area over the next three years, see Table 9.7.

The Cranet-E data show that it is in no way becoming easier to be a
line manager. In most European countries, managerial jobs have (over
the last 3 years) become wider/more flexible (see Table 9.8).



Table 9.2 Percentage of organisations with a change in responsibility of line management for training and development over
the last 3 years

Country 0Z B BL CH CY CZ D(w) D(e) DK E F FN G H I IRL N NL PL § T VUK

Increased 50 35 38 45 40 23 30 12 34 38 56 50 38 19 24 52 49 59 27 63 39 48
Same 41 57 49 49 55 63 64 82 55 49 40 47 55 62 61 44 46 38 61 35 50 46
Decreased 6 6 8 5 0 8 4 4 8 8 2 3 5 11 10 4 3 1 7 1 5 4

Source: Cranet-E.

Table 9.3 Percentage of organisations where there has been a change in the use of coaching over the last three years

Country 0OZ B BL CH CY CZ D(w) De) DK E F FN G H I IRL N NL PL § T UK

Increased 35 29 24 37 16 5 25 7 25 17 13 21 15 17 9 28 27 41 12 32 21 35
Same 36 41 17 26 24 8 28 22 44 18 12 30 37 8 20 36 51 46 51 59 24 38
Decreased 3 2 3 1 3 0 2 2 1 2 0 3 1 5 3 1 1 1 3 1 0 2
Not used 17 21 28 29 29 62 28 36 20 43 62 33 32 47 31 19 11 6 31 4 19 19

Source: Cranet-E.

Table 9.4 Percentage of organisations where there has been a change in the use of mentoring over the last 3 years

Country 0OZ B BL CH CY CZ D(w) D(e) DK E F FN G H I IRL N NL PL § T UK

Increased 35 17 10 10 40 2 12 8 28 7 7 4 5 11 31 21 5 10 17 31 20 34
Same 32 24 32 16 40 5 27 28 56 21 8§ 13 13 17 37 19 15 22 47 38 25 27
Decreased 3 2 7 2 0 0 2 2 1 3 2 0 64 4 7 0 12 4 1 32
Not used 24 51 30 57 16 68 40 33 6 50 72 62 19 47 3 44 63 57 29 26 15 33

Source: Cranet-E.



Table 9.5 Percentage of organisations where there has been a change in the use of on-the-job training over the last 3 years

Country OZ B BL CH CY CZ D(w) D(e) DK E F FN G H IRL N NL PL S T UK
Increased 51 46 32 61 27 23 49 47 35 38 24 69 46 48
Same 43 43 40 52 34 55 48 25 47 54 44 63 29 31 48
Decreased 1 0 7 1 3 13 3 1 2 2 2 0 5 1
Not used 5 6 4 0 5 3 7 0 2 8 8 0 1 0.5
Source: Cranet-E.

Table 9.6 Percentage of organisations where there has been a change in the use of line managers over the last 3 years
Country OZ B BL CH CY CZ D(w) D(e) DK E F FN G H 1 IRL N NL PL S T UK
Increased 33 29 40 23 20 14 22 44 37 34 18 25 37 44
Same 47 42 45 62 44 45 36 41 51 42 46 63 36 45
Decreased 6 4 4 5 7 9 5 1 3 3 3 2 8 3
Not used 5 19 6 2 17 17 9 4 2 15 31 8 4 5

Source: Cranet-E.

L81



Table 9.7 Percentage of organisations considering people management and supervision, as a training area, to be important to
them over the next 3 years?

Country 0OZ B BL CH CY CZ D(w) D(e) DK E F FN G H I IRL N NL PL S§ T UK

Very 87 34 49 75 66 58 60 39 53 53 64 71 43 51 46 77 65 29 43 91 60 79
Quite 10 40 30 22 29 30 32 33 34 34 29 24 28 25 22 19 27 41 36 9 32 15
Average 1 20 8 3 3 7 4 18 9 8§ 4 4 15 14 12 2 5 22 13 0 5 4
Not very 3 6 1 0 1 2 3 1 2 1 0 5 1 5 0 1 5 2 0 0 1
Not at all 1 0 0 1 0 0 1 0o 0 0 0 1 2 0 0 1 4 0 0 0

Source: Cranet-E.

Table 9.8 Percentage of organisations where there has been a major change in the specification of managerial jobs over the last
3 years

Country 0OZ B BL CH CY CZ D(w) D(ej DK E F FN G H I IRL N NL PL S T UK

Jobs made
more specific 23 20 26 20 32 27 11 17 37 18 21 25 45 30 37 20 16 16 33 12 25 19
No major

change 19 32 42 35 37 22 19 27 25 35 30 29 31 18 29 29 37 22 26 29 32 25
Jobs made

wider/more

flexible 56 52 21 42 11 51 66 55 3812 30 43 45 21 43 22 43 37 52 50 57 22 58
Don’t know 2 3 9 2 0 1 4 1 4 2 1 4 5 1 0 1 2 2 2 1 1 1

Source: Cranet-E.

881
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In conclusion, this analysis of the Cranet-E data from the 1995
survey has shown, that high-flyer policies are widely used by European
organisations, with great variations, however, from one country to the
other. Also, high-flyer policies are only to a moderate extent linked to
(not to speak of integrated with) corporate strategy and appraisal
systems used to determine promotion potential and career develop-
ment.

The analysis has also showed that line managers are increasing
involved in training and development of the employees — as coaches
or mentors, and as instructors in organisational training. This enlarged
HR responsibility may be one of the factors explaining why managerial
jobs have become wider/more flexible over the last years. More tasks
(in particular the HR responsibility) are being assigned to line man-
agers, an example of which is the involvement in high-flyer pro-
grammes.

CONCLUSION - IMPLICATIONS FOR MANAGERS AND
RESEARCH

In this section, we will summarise the discussion of management devel-
opment from the previous sections as well as outline the implications
for practitioners and future research.

Management development: what is it for?

It has been an important conclusion in this chapter that management
development should not solely be seen as a career development process
for a small number of high-flyers. Instead, it should be regarded as an
organisational, experientially based learning process. This learning
process integrates individual and organisational competence develop-
ment. The organisation develops core competencies, which constitute
the strategic, competitive advantage of the organisation. (In addition,
the management of organisational competencies is in itself a competit-
ive advantage.) The individual develops managerial skills, knowledge,
attitudes and commitment, which facilitates the person’s participation
in managerial processes. (This is not necessarily the same as holding a
formal managerial position in the organisation.)

The key element in the organisational learning process is knowledge
creation. Learning is heavily influenced by the organisational culture in
the sense that socialisation to the culture is in itself a learning process,
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as well as the culture can be a powerful barrier for experimentation,
questioning basic values, etc. Managers (and other influencial persons
in the organisation) have a strong influence on creating, moulding and
changing the culture, at the same time as they are themselves ‘victims’
of the culture.

HR directors, being responsible for management development,
should consider the organisation as a learning ground and stimulate
knowledge creation. They can do this not just by running a training
department, but being part of the top management team. Creating
learning opportunities means developing the organisation and vice
versa. Individual learning, job design, organisation development, strat-
egic and vision management merge in an integrated competence devel-
opment process. There should be a predominant contextual focus, so
that extra-organisational (including international) factors are taken
into consideration.

Management development: for whom?

The target group for management development in a knowledge-
intensive organisation is not only high-potential managerial candidates,
but everybody who play (or could eventually come to play) a significant
role in the competence development of the organisation. Obviously,
people who have an impact on managerial processes and outcomes
in the organisation, are obvious candidates for management develop-
ment activities. However, as the core competence of the organisa-
tion has strategic significance for the survival of the organisation,
all employees involved in knowledge creation should be included as
well.

For the HR director, this means that fast-track programmes for
management candidates should be supplemented by a whole range of
other development activities (see below) for other groups of employees.
In addition to this, it should be remembered that the use of fast-
track programmes is somewhat problematic in the first place. Hence,
such systems may eventually be abandoned in total and replaced by
more flexible, less elitist and more psychologically ‘digestible’ career
development models. Such models should cater for individual
differences in career orientation, actual competence and development
potential.

Management development: how?
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‘Learning by working’ and ‘working by learning’ are the key vehicles
for management development. Types of experiential learning processes
are: challenging, varied tasks, special assignments, job rotation, mem-
bership of cross-organisational teams, involvement with extra-organ-
isational stakeholders, etc. All these have in common the learning
potential which can be released by considering them as not just ‘ways
of getting the work done’ but also catalysts for competence develop-
ment. It is of fundamental importance, however, that action and reflec-
tion go hand in hand, and that learning occurs by the synergy between
the two.

The HR director has in a sense only limited impact on the experi-
ential management development, as most of it takes place on the job or
close to the job. This is why the line managers get a crucial role. They
become ‘strategic learning managers’, as they are (through job design
and allocation of tasks to the individual employees) automatically,
albeit indirectly creating the learning possibilities. They become a
strategic apex, because performance and knowledge creation has to
be coordinated with (and extracted from) the overall strategy of the
organisation.

In addition, line managers have — and get to an increasing extent —
the responsibility for developing the HR in their unit. Cranet-E (Brew-
ster and Hegewisch, 1994) shows that line managers have during the
last years got an increasing responsibility for HR. This is a logical
consequence of the fact that human resources in a knowledge-intensive
or service-providing organisation are not only a production factor but
also the ‘product’ themselves.

Hence, the demands on the line managers are comprehensive. Often,
line managers are not equipped to hold career discussions with the
subordinates and quite of few of them don’t feel it is their responsibility
anyway. There seems to be a vast need for clarifying the role of the line
manager as well as the division of labour between the line manager and
the HRM manager. Also needed is a reward structure for line managers
which supports the role expectations to them.

Implications for future research

Although we have outlined an overall model for managerial knowledge
creation in organisations, there still are a number of loopholes which
could be filled by future research.

First, although there has been a considerable increase in the study of
organisational learning processes, we are still far from being able to
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portray the organisation as a learning entity. In the present chapter, we
have mainly drawn on one theoretical model, i.e. that of Nonaka.
However, to fully understand the knowledge creation processes in the
organisation, we need further research in this area

Secondly, the chapter has dealt quite extensively with managerial
tasks and roles with special emphasis on the line manager tasks.
Although we have come a long way, our understanding of the dynamics
of managerial processes (which is not the same as the behavioral
patterns of ‘managers’) is limited. In particular, we need to know
more about the strategic role of line managers, as well as the future
role of middle managers.

As it was stressed in an earlier section, high-flyer programmes are a
popular, albeit controversial and problematic method of management
development. Considering how intensively high-flyer programmes are
used for career development (and vacancy filling) are used, we need to
know more about the impact of these programmes.

Finally, although this chapter has attempted to stress the process
aspect of learning, we are still tempted to talk about knowledge, rather
than knowing or learning, we talk about organisations rather than
organising, we talk about structures rather than processes, and we
talk about flyers rather than flying. This is probably indicative for the
field of management development, but no excuse for it.

APPENDIX TABLES



Table 9.9 People employed by the organisation

Country OZ B BL CH CY CZ D(w) Dlfe) DK E F FN G H I IRL N NL PL S T UK

200-499 32 59 48 38 82 40 36 59 51 39 38 51 48 45 63 5l 52 43 50 47 40 31
500-999 27 21 21 28 8§ 32 25 26 23 24 28 24 30 35 20 26 25 26 29 22 31 25
1000-1999 19 9 13 17 5 15 17 9 13 18 17 12 10 11 5 7 13 17 12 14 17 16
2000-4999 13 7 10 9 5 9 12 5 g§ 10 9 8 5 5 12 9 8§ 8 5 11 8 16
More than 9 4 9 9 0 4 10 2 5 9 9 5§ 7 3 0 6 2 6 4 6 5 12
5000

Source: Cranet-E.

Table 9.10 Percentage of organisations with a corporate strategy

Country OZ B BL CH CY CZ D(w) Dlfe) DK E F FN G H I IRL N NL PL § T UK

Yes, written 89 68 25 75 40 56 54 53 74 58 51 75 56 60 27 77 8 72 62 91 44 18
Yes, unwritten 5 21 22 16 18 24 32 25 13 23 40 12 30 20 53 11 4 16 24 4 31 12
No 4 9 24 7 26 9 13 16 14 7 9 9 9 9 8 7 10 8 4 8 7
Don’t know 1 1 8 1 5 4 1 3 1 1 1 1 5 3 2 1 0 1 5 1 2 2

Source: Cranet-E.
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Table 9.11 Percentage of organisations using the appraisal system(s) to determine the following (valid %)

Country OZ B BL CH CY CZ D(w) D(e) DK E F FN G H I IRL N NL PL S T UK
Individual

training needs 94 28 21 96 58 62 55 39 78 75 84 70 67 39 74 92 80 &1 100 97 53 98
Organisational

training needs 64 47 32 16 50 41 35 44 38 61 31 52 34 35 41 60 63 43 100 60 47 65
Promotion

potential 62 42 28 73 71 53 59 46 47 67 61 32 69 31 56 68 65 68 100 52 65 67
Career

development 79 27 18 62 42 41 39 28 48 50 68 36 63 10 36 74 66 75 100 56 41 79
Individual

performance-

related pay 61 62 42 55 34 72 57 65 31 64 61 46 73 66 51 61 65 60 100 37 58 43
Organisation

of work 47 47 34 61 47 37 25 40 45 39 38 47 39 44 36 43 61 53 100 82 26 41
Source: Cranet-E.

Table 9.12 Primary responsibility for major policy decisions on training and development

Country 0Z B BL CH CY CZ D(w) Dle) DK E F FN G H I IRL N NL PL S T UK
Linc management 7 12 40 13 13 21 9 8 29 7 525 9 15 12 6 12 12 17 23 28 4
Line management

with HR 31 36 27 57 21 9 39 36 41 26 37 53 30 37 24 29 43 50 37 45 18 28
HR dept with line

management 47 42 15 25 45 52 38 45 24 50 52 18 41 36 49 54 38 31 34 30 37 56
HR dept 11 8§ 9 4 8§ 13 11 10 S 16 7 3 15 6 10 9 6 4 8 1 10 10

Source: Cranet-E.

vol
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10 Evaluating Change in
European Industrial
Relations: Research
Evidence on Trends at
Organisational Level

Michael Morley, Chris Brewster, Patrick
Gunnigle and Wolfgang Mayrhofer

INTRODUCTION

As far back as 1960, Kerr er al. argued that there was a logic to
industrialism which would lead to greater convergence, with, in partic-
ular, technological and economic forces bringing about greater simila-
rities in industrial relations systems. This debate on the transformation
of the industrial relations systems of different countries in response to
the internationalisation of markets, technological innovations and
increased workforce diversity has been the focus of much research in
industrial relations in the last decade (Locke et al., 1995). In Europe in
particular, according to Gunnigle and Roche (1995), the analysis of
industrial relations practices and policies has never been so closely tied
to an appreciation of commercial, national and international political
pressures. The challenges to traditional or established industrial rela-
tions arise from such major forces as intensified international competi-
tion, changes to the structure of product and service markets,
European integration and new approaches to the management of man-
ufacturing technologies. However, the response to these pressures is not
the same in every country. Rather, according to Locke et al., (1995, p.
158) employment relations ‘are shaped in systematic and predictable
ways by institutions which filter these external pressures and the [deci-
sions] of the key actors. Patterns of adjustment in countries that have a
history of strong centralised industrial relations institutions tend to
follow an incremental, negotiated pattern and aim to achieve results
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that balance the interests of different social groups and economic
interests’. In other countries, they argue that the ‘adjustment has
tended to be unilateral with unions and their traditional institutional
supports and political allies put on the defensive’. Lansbury has argued
that even though ‘all European countries are experiencing intensified
pressures to adapt their traditional industrial relations practices in
response to increased global competition and changing technolo-
gies. ... Most European countries are uncertain about the precise nat-
ure of the industrial relations system they should be seeking to establish
and which will be appropriate in decades to come’ (Lansbury, 1995,
p. 47-8).

It is clear that the last decade witnessed large-scale change in
the social, political, legal and economic climate of many European
countries, resulting in changes in the nature of the relationship
between governments, employers and trade unions. While the
consen sus emerging from the analysis of the possible ramifications
for industrial relations appears to suggest that there is something new
in European industrial relations in the 1990s, there continues to be
considerable disagreement over the nature and extent of the current
transformation. Thus in Europe, as in the United States, the 1980s saw
major challenges to the established institutions of industrial relations
(Hyman, 1994). The social and economic environment became
increas ingly hostile to unionism and to many traditional union
prac tices and policies (Blanchflower and Freeman, 1992) and many
of the gains made by the labour movement were reversed in the
1980s (Baglioni, 1990). It has been argued that that there has been an
explosive divergence in industrial relations with different strands of
development moving away from each other in different directions,
rather than an implosive convergence towards one central best
practice (Streeck, 1988) and the potentially convergence-encouraging
process of Social Dialogue has, for its part, produced little
apart from working parties (Baldry, 1994). Other commentaries
have focused on the increased adoption of HRM approaches which,
following US usage, are seen as anti-union (Beaumont, 1992; Cradden,
1992).

By contrast, it has been pointed out that even though there has been
a concerted effort to individualise the employment relationship, the
thesis relating to the withering away of trade union influence in Europe
is not supported (Brewster et al., 1994); that individual and collective
approaches to the management of this relationship are not necessarily
alternatives and can and do co-exist (Storey and Sisson, 1993) and that
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the assumption in much of the literature that HRM intrinsically
involves anti-unionism is unwarranted (Brewster, 1995).

This chapter examines these debates in the light of new evidence on
some of these trends. It investigates a number of key aspects of indus-
trial relations at the level of the employing organisation as a means of
evaluating developments in the nature and conduct of industrial rela-
tions. In particular, it examines:

e levels of trade union membership in organisations across Europe;
e the extent and nature of trade union recognition;
e trade union influence; and

e the locus of policy determination in industrial relations.

CHANGE, DIVERGENCE AND CONVERGENCE IN
EUROPEAN INDUSTRIAL RELATIONS

In the last decade or so the context and consequently the nature of
industrial relations in Europe has undergone major changes: ‘All coun-
tries, though not all precisely at the same time, faced the need to
overcome recession and simultaneously preserve or improve the effi-
ciency of their economies. While Government policy makers were
concerned principally with recouping lost output, curing inflation and
trimming budget deficits, private firms engaged in sweeping complic-
ated industrial restructuring, designed chiefly to improve competitive-
ness through technological innovation, new, more advanced products,
and new standards for the utilisation of labour’ (Baglioni, 1990, p. 10).
Similarly, Bridgford and Stirling (1991, p. 17) point out that: ‘Struc-
tural shifts in labour markets, movements of capital into different
sectors and the alterations of patterns of ownership have taken place’
and, they argue, have taken place alongside the introduction of new
managerial strategies.

At least three sets of economic influence have exerted pressure on
industrial relations in the developed industrial countries from the 1970s
(Turner and Morley, 1995). First, macroeconomic forces that deter-
mine wage and price changes are increasingly effected by expanding
global competition in product markets; secondly, the structure of
financial markets — the market for corporate control and access to
capital — is increasingly emphasising short term returns to capital
over long-term development, particularly in the US and the UK, but
now spreading even to countries like Germany, which have different
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ownership patterns; finally, technological change, primarily production
function influences, has changed the optimum scale and nature of
production (Mitchell and Saidi, 1992). The inter-relationship between
technological developments and increased competition is viewed by
some academic commentators as rendering traditional mass production
systems and its supporting institutions redundant (Piore and Sabel,
1984; Marshall, 1992) — though it is worth pointing out that there are
many instances where they survive substantially unchanged. Although
changes in technology such as the development of information techno-
logy and robotics generally provided the possibility of new ways of
working, Marshall argues that it was competition which made new
arrangements essential for the economic survival of firms. Along
with the twin forces of competition and technology (and partly as a
result), consumer demand for high quality customised products
increased, fragmenting the traditional mass markets of standardised
products. While the standardised mass production system was product-
ion driven, the present competitive environment is largely consumer
driven. The altered economic conditions of the 1980s and 1990s,
Mar shall claims, do not just change the ‘magnitude’ of the require-
ments for economic success but also alter the necessary structures and
policies. These new structures and policies centre on developing three
key factors at firm level: product quality, productivity and labour
flexibility.

According to Piore and Sabel (1984), these developments herald a
new industrial revolution and a major restructuring of capitalism. The
economic viability of firms depends on their ability to restructure to
withstand increased global competition and the fragmentation of mass
markets. In the 1970s and 1980s both firms and national economies
that were capable of offering more diverse and customised products
fared better than more traditional producers of standardised mass
products. Firms that are flexible enough to engage in small-batch or
customised production can command higher profit margins and are less
vulnerable in their market position. Alternatively, traditional produ-
cers of standardised mass products faced greater competition from low
cost economies in developing countries particularly in the area of
labour costs. Labour intensive industries, such as textiles, are especially
vulnerable to this type of competition. In general, Piore and Sabel
(1984) argue, firms who compete in standardised mass markets must
be able to reduce wages and operation costs in order to survive.
Whereas firms involved in producing for discrete or specialised market
segments are able to give employees significant benefits in the form



Michael Morley et al. 203

of enhanced employment security and high wage levels (Tailby and
Whitson, 1989).

The argument should not be confined to the (shrinking) production
sector. Very similar developments can be adduced in the service sector
too; and pressures on the public sector are forcing substantial change
there.

These shifts in the European industrial relations environment during
the 1980s were associated with changes in labour markets: “The com-
position of employment shifted from traditionally highly unionised to
non-union sectors and workers and collectivist ideologies lost favour
for individualist ones’ in advanced OECD countries (Blanchflower and
Freeman, 1992, p. 57). This approach placed the emphasis on dealing
with individual employees and included what are often termed HRM
techniques such as elaborate communications mechanisms, career
development, employee involvement initiatives and performance
related pay. It was an approach in which employers sought new systems
of work organisation, employment contracts and working time
arrangements to provide the flexibility necessary to adjust to the
competitive conditions of the 1980s (Kern and Schuhmann, 1990;
Rubery and Wilkson, 1994) and to the fragmentation of mass
markets. This holds regardless of whether a firm is competing on the
basis of low costs or product or service innovation and quality:
indeed, similar arguments can be advanced for the public service sector.
With either strategy, labour flexibility is essential, albeit in different
forms. Firms may also attempt to reduce their labour costs, or make
their use of labour more cost-effective, through the increased use
of peripheral employees; they may treat their HR as a potentially
creative resource for adding value in the production process. Once
again, very similar arguments can be advanced for the public
sector, where restricted budgets are also putting similar pressures on
managements.

Management capacity to pursue strategies aimed at increasing
labour flexibility and productivity increased in the 1980s as unemploy-
ment steadily increased and as trade union membership declined in
some economies (Miiller-Jentsch, 1987). Thus managements have had
the opportunity to define the nature and conditions of the employment
relationship to a greater extent than previously. As Hyman (1994, p.
38) put it: ‘It is certainly true that in a number of the countries of
Western Europe, the 1980s and the 1990s have seen an abrupt loss of
trade union membership and influence, and a new assertiveness on the
part of management. This has been connected to a questioning of
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traditional forms of regulation external to the firm, whether by law or
by sectoral collective agreements.’

These changes have occurred internationally; certainly in the devel-
oped countries and particularly in Europe. The effect has been to
reactivate the debate about ‘convergence’. Described as an ‘old debate’
(Locke et al., 1995, p. 159), it argues that the effects of increasing
internationalisation in general, and the role of the European Union in
particular, will eventually give rise to an increasing similarity of indus-
trial relations, at least in Europe. Due et al. (1991, p. 88) suggest that it
is reasonable to postulate the existence of trends towards convergence
in European industrial relations and in the industrial systems prevailing
in the individual member states, primarily because there are ‘new’
actors in European industrial relations: ‘Actors have arrived who, via
their actions and status, consciously strive to create convergence in
industrial relations across the boundaries of member states...we
now have actors who, far from being intent solely on promoting
national interests, act solely on the basis of supranational considera-
tions. ... An actor oriented analysis which pays due attention to EC co-
operation will inevitably concentrate on convergence trends deriving
from the supranational character of the actors.” This convergence, they
argue will emerge in parallel to the convergence trends implicit in
technology transfer, market developments and other forms of co-
operation.

Hyman (1994, p. 2) sets out a set of common trends in the environ-
ment of European industrial relations which have loosened the hold of
established institutions and country differences. Among the trends he
identifies are the sectoral and occupational restructuring of employ-
ment; a harsher labour market with the return of mass unemployment;
intensified global competition; a fiscal crisis of public employment; and
a political shift to the right in much of western Europe.

However, despite the shifts that have occurred in the context of
industrial relations, it is widely recognised that industrial relations in
Europe differs significantly from country to country and that the extent
and nature of change varies considerably. Due et al. (1991, p. 91), who
we have already quoted as noting the rationale for convergence, also
point out that ‘the trend towards convergence in European labour
markets does not appear to have been very prevalent. Most of today’s
member states have thus been members of the Community for 20-30
years, sharing in many fields the same market and technological base,
without producing any general homogenisation of industrial relations’.
Hyman (1994, p. 2) notes that it is an uncontentious proposition that
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‘in most European countries it is possible to speak of national
industrial relations systems, in the sense of institutional arrangements
shaped by legislative frameworks, historical traditions, accumulated
vested interests and learned patterns of behaviour’. While such systems
‘have appeared increasingly precarious as a result of the challenges
emerging in the 1970s and intensifying in the 1980s there remains
significant variations in experience between and within countries’
(Hyman, 1994, p. 5). A variety of reasons have been advanced for the
differences that exist: referring to country size (Poole, 1986); economic
concentration (Stephans, 1990) or directly to political factors (Prze-
worski and Spague, 1986).

Excellent papers by Visser (1992) and Bean and Holden (1992) have
tested levels of unionisation as one variable in industrial relations and
found that full explanation requires attention to an extensive complex
of factors. Visser found that although union membership is subject to
variation, countries tend not to change relative to one another, so that
the rank ordering of countries’ membership levels tend to stay the
same. Brewster et al. (1994, p. 6) point to the fact that industrial
relations is contextually bound, existing within a cultural, social, struc-
tural and most importantly of all, a political web, or, as one assessment
put it: ‘critical variables such as culture, ideology and the degree of
centralisation of collective bargaining institutions restrict the responses
of individual actors to similar changes in their external environments’
(Locke et al., 1995, p. 139).

This national divergence points to a number of important issues. Key
questions concern the extent to which governments recognise trade
unions as social partners, and the way in which trade unions are
organised to relate to governments. It is arguable however that this is
not a simple correlation. Unions are indeed ‘out in the political cold’ in
some countries, but are still seen as relevant by conservative govern-
ments in nearly all European states. Therefore, beyond the current
political landscape the question of trade union recognition at national
level is likely also to be determined by more deep rooted factors like, for
example, tradition, images of justice or cultural elements. Thus, it has
been argued that in many European countries conservatism has a
strong ‘social catholic’ element which includes an acceptance of clear
collective rights (Brewster et al., 1994). What operates successfully in
one country may not be appropriate for another and, while importa-
tion of specific features of one system may occur, a blanket approach to
the transposition of complete industrial relations systems onto pre-
existing ones appears limited.
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In Europe specifically, Gospel (1992, p. 488) highlighted the fact that
laws and directives are not sufficient in themselves to bring about sig-
nificant change: ‘“They will only be important if there is a willingness to
use them and institutions to implement them. This refers in particular to
awareness and capabilities on the part of employees and trade unions.
Here it is true that at the European level there are significant institu-
tional gaps in this respect, as is evidenced by the difficulty of developing
the social dialogue. At the level of the individual countries there are also
gaps, with weak union movements in some member states.’

THE CHALLENGE OF CONTEMPORARY DEVELOPMENTS
IN EUROPEAN INDUSTRIAL RELATIONS: HRM AND THE
INDIVIDUALISATION OF THE EMPLOYMENT
RELATIONSHIP

Arising out of the inherent conflict of interests in the employment
relationship and the indeterminate nature of labour effort, manage-
ment will constantly seek to exert control over the labour process in the
interests of the firm’s owners (Turner and Morley, 1995). HRM is often
seen as a key contemporary feature of this attempt. Relevant to our
discussions here are two interconnected aspects of the concept that
impinge directly upon the relationship between managements and
trade unions: whether HRM should be conceived of as inimicable to
industrial relations; and whether HRM is intrinsically linked with the
individualisation of the employment relationship in a way that threa-
tens the existence of collective relationships.

The distinction between the fields of study of HRM and industrial
relations has been heightened, primarily because of their perceived
incompatibility. HRM has variously been referred to as a subject
which reflects an attempt to redefine both the meaning of work and
the way individual employees relate to their employers, a subject which
involves a synthesis of elements from international business, organisa-
tion behaviour, personnel management and industrial relations, or as
an approach which refers to the policies, procedures and processes
involved in the management of people (Legge, 1989). Above all, the
focus of HRM on the individual, and its general unwillingness to
acknowledge the existence of distinct interests within the workplace,
has created a picture of simple common interest among managers
and the managed, an interest supposedly centred solely on the
organisation’s success in the marketplace (Storey and Sisson, 1993;
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Blyton and Turnbull, 1994). This is both too narrow and too simplistic
an account of the labour management process, reflecting a managerial
ideology rather than an objective summary of organisational reality.

However, there is controversy in this area of meaning. Several con-
tributors have identified a number of inconsistencies and contradic-
tions in HRM (see, for example; Legge, 1989; Blyton and Turnbull,
1994). Turner and Morley (1995) argue that the terms HRM and
industrial relations, both being concerned with the management of
labour in one form or another, can be taken together to mean the
management of labour and that the differences are more a result of
the perspective and hierarchical position of the observer than any
inherent difference in the substance of the observed phenomena. Thus
HRM and traditional industrial relations could potentially be regarded
as ‘options within options’ which are not necessarily incompatible, but
which may exist simply as two items in a very long shopping list. Indeed
Storey and Sisson (1993, p. 2) argue that more and more there is a
contemporary blurring of the boundaries between the two. While this
may run contrary to the US experience in this whole area, there may
well be a European dimension to this debate which is worthy of much
greater exploration. As Brewster (1995, p. 16) argues: ‘Developing the
(HRM) concept to take account of the more limited autonomy (or
greater support) of organisational managers in Europe, and including
the external factors within a different model of the concept of HRM,
has a value beyond the presentation of simple diagrams.’

Europe has a tradition of collectivism and consensus building and
trade unions have a social legitimacy in Europe on a much grander
scale than in the US. Brewster and Hegewisch (1994) argue that despite
many internally distinctive features, Europe has a coherence of its own,
and a distinctiveness from other major blocks. This is particularly true
in the HRM area relating to decentralisation and devolvement, pay
flexibility, employee investment, industrial relations, employee
communications, flexible working patterns and the development of
European Union social policy. Hence, an argument can be developed
that in Europe at least the two concepts may not be in opposition, they
may be different perspectives on the same process (Brewster, 1995).

In support of this argument, Lansbury (1995) suggests that the
experiences of European countries in regard to the relationship between
bargaining and HRM appear to differ from that of the USA ‘Unions
and collective bargaining are retained partly as a result of the legal
framework, partly due to high levels of unionisation, and partly as a
feature of the social democratic version of HRM at a macro level’
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(Lansbury, 1995, p. 49). However, the standing of, and the prospects
for, the HRM concept are arguably still uncertain, even though, as
Storey (1995) points out, it seems to promise the set of guidelines which
so many managers have been so desperately seeking. What is clear is
that the successful integration of HRM with collective bargaining and
more traditional approaches to industrial relations is ultimately
dependent on employers co-operating with union representatives, and
unions adopting a less adversarial approach, so that a type of mutual
commitment can be worked out (Kochan and Dyer, 1994; Brewster,
1995; Lansbury, 1995).

Individualising the employment relationship is often seen as a key
feature of HRM. The contemporary literature identifies an increased
management emphasis on the development of an individualist orienta-
tion in management—employee interactions as one of the most import-
ant developments in industrial relations in the past decade (Beaumont,
1985; Kochan ez al., 1986; Guest, 1987; Storey, 1989, 1992; Bacon and
Storey, 1993). The most popular manifestations of individualism iden-
tified in the literature incorporate the areas of performance appraisal;
performance related pay; communications; job design and a diminished
role for employee representative bodies, particularly trade unions. The
core issue in the literature addressing the assumed inherent tensions
between collectivism and individualism is whether they are alternatives
or whether they might co-exist at establishment level. In this respect
Storey and Sisson (1993) argue that: ‘the mid to late 1990s are likely to
witness a new agenda. ... The consequence of these changes is that the
handling of both collective and individual issues (in unison) is likely to
be the essential management requirement during the forthcoming
period’.

Using the data collected through Cranet-E, we explore some of these
issues.

Trade union membership

Across Europe, it is apparent that there are substantial differences in
the extent to which employees belong to trade unions. While there are
problems with comparing these figures across countries because of
differences in definitions, in meaning and indeed in how the data are
collected (Visser, 1990; Blanchflower and Freeman, 1992) which make
small percentage differences of limited value, nevertheless, the data is in
general instructive. In the hostile environment of recent years that we
have been describing, unions in many developed countries have
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suffered severe losses and while this might lead one to suspect unions to
be in retreat in all advanced economies, Blanchflower and Freeman
(1992) demonstrate that this is not the case.

Recent OECD figures on trade union density highlight large differ-
ences, with density ranging from a low of 10 per cent in France to a
high of 83 per cent in Sweden (Table 10.1).

We tested this data at organisational level, in companies employing
200 or more employees, to collect the data shown in Table 10.2.

The results broadly reflect national membership statistics; but they
also reveal the spread of union membership. In some countries signific-
ant numbers of the organisations with over 200 employees report no
union membership at all (12 per cent in Switzerland; 14 per cent in
Ireland; 18 per cent in the UK; 33 per cent in Turkey). Eastern Ger-
many is a special case, with almost half of the personnel specialists who
were asked about union membership in their organisation responding
‘don’t know’. By contrast, all four Nordic countries have at least 85 per
cent of organisations reporting membership in the 76-100 per cent
bracket; with Ireland (72 per cent), Turkey (52 per cent) and Italy (51
per cent) also having more than half their organisations reporting
union membership in that bracket.

Table 10.1 Union density in European countries (1994)

Country %
Sweden 83
Denmark 73
Finland 72
Norway 56
Belgium 51
Ireland 52
Luxembourg 49
Austria 46
UK 39
Italy 39
Germany 32
Portugal 32
Switzerland 27
Netherlands 26
Greece 25
Spain 11
France 10

Source: OECD (1994), Employment Outlook, Paris, p. 173.



Table 10.2 Proportion of employees in a trade union (% organisations)

01¢

(%) CH D(w) D(e) DK E F FIN I IRL N NL S T UK
0 12 1 1 0 4 8 0 2 14 3 1 0 33 18
1-25 44 38 10 2 56 0 2 12 4 4 44 2 2 21
26-50 15 17 17 7 15 8 4 34 9 6 20 4 10 19
51-75 10 16 19 19 6 5 15 15 24 15 9 9 15 23
76-100 5 8 4 67 2 2 76 36 48 72 4 84 37 14
Don’t Know 13 18 47 6 14 5 2 0 1 0 20 1 2 4
Table 10.3 Proportion of employees in a trade union: 4-year trends (% organisations)
Germany Spain France Sweden UK

Country (%) 1990 1991 1992 1995 1990 1991 1992 1995 1990 1991 1992 1995 1990 1991 1992 1995 1990 1991 1992 1995
0 2 3 2 1 3 4 0 4 8 9 8 8 0 0 0 0 18 16 16 18
1-25 37 34 33 38 62 59 58 56 73 73 74 70 1 0 1 2 22 20 22 21
26-50 15 23 24 17 13 17 9 15 10 9 8 8 4 3 4 4 19 18 20 19
51-75 15 17 19 16 6 7 5 6 3 3 3 5 13 10 10 9 24 24 23 23
76-100 9 10 8 8 2 2 5 2 1 1 1 2 83 85 85 84 15 18 15 14
Don’tknow/ 22 12 12 18 14 11 16 14 5 4 4 5 0 1 0 1 2 3 4 4

missing
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In relation to trends, where data is available for four rounds of
the survey, there is a remarkable level of stability. Even in the UK
trade union levels among the organisations with over 200 employees
remained remarkably stable over the four rounds of the survey carried
out between 1990 and 1995.

Trade union recognition

However, union membership per se is only a part of the picture:
‘Numbers are important but not all important’ (Ferner and Hyman,
1992). A second major issue addressed by the survey was that of trade
union recognition by employers. It is arguable that the issue of recogni-
tion is more critical to industrial relations than union membership
itself. It is, after all, only when employers recognise trade unions, and
agree to deal with them, that the practical results of industrial relations
accrue (Brewster et al., 1994). Given that the practice in Europe is to
cover entire groups of employees, recognition will usually cover greater
numbers than would be indicated by membership figures alone.

The findings here reflect, to some degree, membership statistics.
However, while trade-union membership has declined in many coun-
tries, union recognition is holding up. Union recognition also varies far
less across countries than does membership. Of central importance is
the overall proportion of employers recognising trade unions: in most
countries more than 7 out of 10 of all organisations with 200 or more
employees, and considerably higher in many. Even in a country such as
the UK, where union membership has decreased drastically in the last
decade, and where an employer supported Government was committed
to reducing union power, still 7 out of every 10 of these employers
negotiate with trade unions.

Trade union recognition was not explored in all countries. The
question was not asked in France, Finland, Germany and Sweden; all
countries where trade union recognition is virtually universal, particu-
larly among organisations of more than 200 employees. Colleagues
involved in managing the research in these countries felt that in such
circumstances a question would not yield useful information and would
lead to a loss of credibility in the research instrument.

Where data is available, for different years, there is again a remark-
able stability. In the UK the proportion of organisations recognising
trade unions remained at around 7 in every 10; it was 71 per cent in
1990; rose slightly to 74 per cent in 1991, then fell gently to 71 per cent
in 1992 and 67 per cent in 1995. Similarly, it remains at approximately 5



Table 10.4 Trade union recognition (% organisations)

Country CH D(w) D(e) DK E F FIN 1 IRL N NL S T UK

% 43 ni ni 91 84 ni ni 93 83 98 48 ni 62 67

Note: ni = question not included for that country.

Table 10.5 Trade-union recognition: 4-year comparisons (% organisations)

Denmark Spain Norway Netherlands UK

Year 1990 1991 1992 1995 1990 1991 1992 1995 1990 1991 1992 1995 1990 1991 1992 1995 1990 1991 1992 1995

% - 91 90 91 61 73 75 &4 - 96 97 98 - 43 49 4 71 74 71 67

[4¥4
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of every 10 in the Netherlands, 9 in Denmark and continues to be
almost universal in Norway. In Spain, trade union recognition would
appear to be on the increase, rising from 61 per cent in 1990 to a high of
84 per cent in 1995.

Trade union influence

Assessing union influence is an altogether more complex task. Unlike
membership or recognition, influence is largely perceptual (if two par-
ties believe one is influential, then that one will be influential, regardless
of how an objective observer of the ‘power balance’ might assess the
position). Furthermore, any discussion will be affected by national
cultures and expectations. In the survey, no attempt was made to
measure any absolute standards of influence. It was decided that the
most reliable data would be obtained from estimates of the change of
influence within each organisation on a simple increased-same-
decreased scale. This section, therefore, is presented with these caveats.

HR directors were asked whether they thought the influence of trade
unions on their organisation had increased, decreased or remained the
same over the last 3 years.

Perhaps the most significant finding here is that ‘no change’ is the
most frequent response in all countries. Where there are changes,
increases and decreases in influence are reported by significant numbers
of different organisations in all countries. General trends are not to be
confused with universality.

Otherwise the results show that a fifth of the organisations in the
Latin countries report an increase in trade union influence in the last 3
years: in Spain this is almost matched by the organisations reporting a
decrease in influence, but in France and Italy it is almost twice as many
organisations as report a decrease. More than a quarter of organisa-
tions in Norway report an increase in union influence and very few
report a decrease. The UK, Ireland, the Netherlands and Turkey stand
out as having far more organisations reporting a decrease in union
influence than report an increase.

In the UK, around 50 per cent of all organisations reported union
influence declining in the first 3 rounds of the survey. By 1995 ‘no
change’ had become more common than ‘decrease’ as a response to this
figure, with 35 per cent of organisations reporting decreased union
influence. In Sweden, a majority of respondents (73 per cent) report
no change in union influence over the least 3 years, while the number
reporting a decrease in influence has dropped from 29 per cent in 1992



Table 10.6 Trade union influence
Country CH D(w) Df(e) DK E F FIN 1 IRL N NL S T UK
Increased 7 13 12 15 23 21 13 20 6 27 11 8 5 4
Same 78 68 70 63 57 67 71 68 65 67 4 73 47 55
Decreased 10 18 15 20 18 11 15 12 25 5 41 17 26 35
Table 10.7 Trade union influence: 4-year comparisons (% organisations)

Germany Spain France Sweden UK

1990 1991 1992 1995 1990 1991 1992 1995 1990 1991 1992 1995 1990 1991 1992 1995 1990 1991 1992 1995
Increased 26 25 23 13 38 44 33 23 9 7 8 21 25 29 11 8 6 4 4 4
Same 67 65 67 68 49 44 54 57 46 47 51 67 66 59 61 73 45 44 42 55
Decreased 7 10 9 18 13 12 14 18 46 46 41 11 10 21 29 17 49 52 54 35

144
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to 17 per cent in 1995. In Germany, there has been a drop in the
numbers reporting an increase (from 26 per cent in 1990 to 13 per
cent in 1995) and a corresponding rise in those reporting a decrease in
influence (from 7 per cent in 1990 to 18 per cent in 1995). The percent-
age reporting ‘no change’ remains constant at approximately 67 per
cent. The trend is somewhat similar in Spain. The 1995 survey results
reveal a fall off in the numbers reporting an increase in union influence
and a slight rise in those reporting decreased influence for the union
movement. There is a marginal rise in the ‘no change’ category. Finally,
in France union influence would appear to be levelling off or indeed on
the increase. Our data suggest that it is certainly not decreasing. The
number of organisations reporting a decrease in union influence has
dropped from 46 per cent in 1990 to 11 per cent in 1995.

Industrial relations policy determination and implementation

Our research also addressed the issue of where organisational policies
on industrial relations are mainly determined (international headquar-
ters; national headquarters; subsidiary; site) and with whom does prim-
ary responsibility lie for major policy decisions on industrial relations
(line management or HR department).

Our evidence indicates clearly that where the respondent is part of a
large group, industrial relations policies are most typically determined
at national headquarters level. This is the case for all countries (though
in the UK, Ireland and Finland almost as many organisations deter-
mine industrial relations policy at site/establishment level, as do so at
national level).

This area remains a key concern for managements. Asked to identify
the major HRM or Personnel challenges for the next 3 years the rather
broader categorisation of ‘employee relations’ ranked as one of the first
three priorities in all countries except Denmark, the Netherlands and
Sweden.

It is also an area where the specialist departments are least likely to
share responsibility for policy with line managers.

Of the six aspects of personnel work explored (pay and benefits,
recruitment and selection, training and development, industrial rela-
tions, health and safety and workforce expansion/reduction) industrial
relations was the one most likely to be held as the sole responsibility of
the HR department in all countries except Spain, France, the Nether-
lands and Turkey — and in those countries it was the second most
likely to be held as solely HR department responsibility. It is also



Table 10.8 Where policy decisions on industrial relations are mainly determined (% organisations)

Country CH D(w) D(e) DK FE F FIN I IRL N NL S T UK
International HQ 9 8 3 1 0 5 1 7 3 1 7 1 3 3
National HQ 55 60 43 47 63 43 45 57 41 64 51 43 65 36
Subsidiary 31 23 39 36 19 25 12 7 14 20 27 34 5 25
Site/establishment 6 8 16 16 18 27 43 29 41 15 15 23 28 35
Table 10.9 Primary responsibility for major policy decisions on industrial relations (% organisations)
Country CH D(w) Df(e) DK E F FIN I IRL N NL S T UK
Line management 6 13 18 23 9 4 17 27 5 6 12 7 32 3
Line management

with HR 19 16 27 23 13 13 31 15 21 12 39 21 14 20
HR dept. with line

management 25 34 31 27 32 38 33 29 50 42 33 47 22 48
HR dept. 46 34 24 22 33 45 18 22 22 38 14 24 24 24

91¢
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noticeable in this regard that this is the area where fewest organisations
in most countries have extended line management responsibility
recently.

DISCUSSION

The new empirical data presented in this chapter leads us to support the
view that there are elements of both convergence and divergence at
work in European industrial relations; but overall our evidence indic-
ates that we are still a long way from any coherent move towards
convergence. Our evidence is of course limited by the form in which it
was collected. It is an international survey which aimed at obtaining
substantial numbers of responses across a variety of different countries.
Questioning was, therefore, restricted. In particular, our data is, as we
have indicated, drawn from senior personnel/HR practitioners at the
top level of often complex organisations. There would seem to be no
obvious reason why their answers to the survey questions should not be
well informed, and evidence from Chief Executive Officers in Switzer-
land of whom we asked the same questions, and from comparative
surveys of work place representatives and managers (Bielenski er al.,
1992) seem to confirm that, faced with factual questions, different
parties will give similar responses. The questions on trade union influ-
ence, as we have pointed out, are not factual.

Even given these limitations, it is nonetheless a substantial and rich
source of information, filling a gap at the level of international com-
parisons between organisational practices. A key finding from the
survey is the reinforcement that national differences remain more sig-
nificant than sector or size dimensions

On the issue of trade-union membership within Europe, there has
been some fall off, but perhaps what is more significant is the degree of
continuity over the last decade. In relation to trade union recognition,
the data reveals that in most European countries, and despite such
large membership differences, 7 out of every 10 employers, across
most sectors recognise trade unions. Of course, the figures are unable
to reveal whether these organisations have reduced the range of issues
that they bargain over, or have withdrawn recognition for some groups
of staff. Nevertheless, in the absence of other comparative information
on these topics, the finding about the extent of union recognition
should give pause to those who too glibly assert the ‘trade-union
decline’ argument.
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With respect to trade union influence, this research suggests that in
most European states, a majority of organisations have seen no change
in influence over the last 3 years, a finding which is again at variance
with the ‘withering away of union influence’ thesis. The form of evid-
ence that we have here is more questionable than that in the other
areas. Measures of influence are more susceptible to individual respon-
dent interpretation than questions about numbers or the existence of
recognition. Since influence is a perceptual concept the views expressed
by HR or personnel directors are important and the changes over time,
or lack of change, are significant. We may need to be particularly
careful about drawing international comparisons here, however.

Industrial relations remains an important subject for HR and per-
sonnel departments, and policy in these areas is usually retained by the
national headquarters. At whatever level, responsibility for IR policy is
normally shared between personnel/HR departments and line manage-
ment, though this is the area where the specialists are most likely to
have full responsibility for policy. Finally on the subject of employee
communication/consultation, a large increase has taken place in the use
of direct verbal and direct written mechanisms, potentially reflecting
the necessity to increase employee commitment in order to achieve
organisational success. This increase, however, runs in parallel with
the collective channels, thus supporting the argument that the two are
not incompatible (see next chapter).

FURTHER RESEARCH

Our survey cannot address the differing connotations that issues such
as trade unionism itself, membership, recognition and influence have
across different countries. Thus we have had to take as read the fact
that, for instance, trade unions in Scandinavia typically adopt a much
wider role involving a close involvement in social security and other
systems well beyond the workplace. Similarly, the importance of union
membership varies with the relevance of other, sometimes legally
defined, means of employee representation within the workplace:
recognition may be carefully defined in law or, as in the UK, simply
de facto; and influence can be exercised at a range of levels from
individual, work group, through a variety of collective bargaining
arrangements. These differing connotations simply serve to reinforce
the importance of country level distinctions and the distance that we
remain from any convergence of European industrial relations.
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Further research will also have to take more account of recent
developments not fully considered yet. A prominent example is the
growing pressure on individualised arrangements on the state and
organisational level concerning the management of labour. Coming
from such different sources as, for example, increasing economic pres-
sure through heightened competition and less appreciation for collec-
tive mechanisms in an individualised ‘post-modern’ society, this
pressure leads to various interesting phenomena. In Germany, for
example, the economic and labour market situation at the moment
sometimes ‘makes strange bedfellows’. In a recent labour conflict, the
traditional borderline between employers’ federations and plant man-
agement on the one side and trade unions and works councils on the
other side could only be maintained with difficulty. Instead of tradi-
tional contradictions new alliances emerged. Plant management and
works councils jointly tried to avoid costly power struggles, whereas the
associations on both sides took a more rigorous and basic stance. Such
phenomena may not be singular, but reflect a broader development in
industrialised countries leading to a more complex power distribution
which in turn influences bargaining processes, etc. at all levels of
industrial relations. If this is so (and there seems to be some evidence
for that), future research efforts will not only face an even more
complicated situation in this field but will also be more important.
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11 Communication,

Consultation and the
HRM Debate

Wolfgang Mayrhofer, Chris Brewster,
Michael Morley and Patrick Gunnigle

INTRODUCTION

Early discussions of management gave little emphasis to communica-
tion. Although it was implicit in the management function of command
and the structural principle of hierarchy, Luthans (1992) argues that
the early theorists never fully appreciated its significance or fully devel-
oped or integrated it into management. More recently, since the con-
cept first came to prominence in the early 1980s, communication and
consultation with employees has held a central place in the discussion
and practice of human resource management. The European Union’s
Work Councils Directive has brought the debate on communication
and consultation into even sharper focus. It requires the establishment
of employee work councils in organisations with 1000 employees or
more in any member state and with 150 employees or more in each of at
least two member states. As we write, the European Commission is
exploring the notion of national works councils being made mandatory
in all countries of the EU. Today, the popular literature promulgates
the notion that in the high performance organisation, information is a
tool, not a privilege. The overarching philosophy is that everyone in the
organisation must have access to the maximum amount of information
that is reasonable for them to assimilate, understand and utilise.

A good deal of research has focused on the delegation of decision-
making and increasing access to information for individuals at lower
levels in the organisation (Blau and Alba, 1982; Bowen and Lawler,
1992). In a debate on the role and significance of communication in
today’s business environment, Smyth (1995) argues that the role of
internal communications in an organisation is no longer limited to
merely providing information to employees; rather, in the present
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business environment, it has a role to play in defining and improving
the relationship between employers and employees and in helping in the
management of strategic, structural, technological and process changes
within the organisation. Of greater significance, Smyth’s research iden-
tifies eight practical roles which the communication function will likely
perform in leading edge organisations, namely acting as: the cultural
conscience of the organisation, the communication planner, the com-
municator of decisions, the facilitator of re-visioning, the provider of
the big picture context, the facilitator of real-time listening, the integ-
rator of the internal culture and the external brand, and the facilitator
of consultation, involvement and empowerment. Thus, it has been
argued that by using effective consultation methods, the quality of
management decisions is likely to be enhanced and once a decision is
made in this way, there is a greater chance of gaining commitment and
co-operation from employees (Kanter, 1989; Spreitzer, 1995; Keane,
1996; Vernon, 1996). Other organisations will seek to involve employ-
ees in decision-making and problem-solving to streamline management
and offer the ‘new/knowledge worker’ a sense of involvement and
motivation (Redmond et al., 1993; Pivec and Robbins, 1996) while
others (e.g. Davis, 1997; Sisson, 1997) suggest that an economic divi-
dend accrues from good information and consultation practices: the
knowledge of the organisation resides in the individuals and groups
that make it up. That knowledge is rarely tapped to any significant
degree — unlocking that repository can bring an organisation huge
competitive advantages.

Partly because of the dominance of US thinking about the topic and
the use of non-union companies as exemplars of good practice, there
has been a tendency to associate the concept of HRM with the
individualisation of communication and a move away from, or even
antagonism towards, the concept of industrial relations — communica-
tion and consultation which is collective and particularly that which is
trade union based. The non-union implication sits uneasily with the
history and circumstances of Europe (Brewster, 1999), even though
there is increasing acceptance in European organisations of the value
of the HRM concept. This chapter examines the current situation in
Europe regarding communication and consultation. It draws upon the
Cranet-E evidence to examine the extent of communication and con-
sultation that takes place in organisations in the various European
countries and the extent to which that is individual or collective.

The final part of the chapter uses, but goes beyond, this data to
examine whether competitive pressures are likely to force European
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organisations to increasingly individualise their communication and
consultation or, alternatively, are the historical, institutional and situa-
tional constraints so extensive that organisations in Europe will be
unable to adopt a fully operational (individualised) model of HRM?
This is more than an academic and conceptual question because it has
profound implications for the strategy and future development of
organisations. The chapter concludes that the alternatives posited in
the current models are inadequate to capture the reality of European
organisations; that Europe (and perhaps other parts of the world)
needs a conception of HRM which can encompass a positive collective
relationship with employees and trade unions; that there are cases and
evidence which suggests that there are already signs of the development
of such a concept of HRM; and that, indeed, there may be positive
advantages to such an approach.

COMMUNICATION, CONSULTATION AND HRM

Some of the key questions in HRM are about communication and
consultation with the workforce within the organisation. Effective
communication, it could be argued, is at the heart of effective human
resource management. There is now clear evidence that organisations
across Europe are going beyond trite statements about their employees
being their major asset to developing and increasing the amount of
communication and consultation in which they involve those employ-
ees (Brewster et al., 1994b). However, because of the inherent conflict
of interests in the employment relationship and the indeterminate
nature of labour effort, management will constantly seek to exert
control over the labour process in the interests of the firm’s owners.
Thus the introduction of some consultation mechanisms are designed
principally to integrate employees into the organisation, but are not
designed to challenge the basic authority structure of the entrprise
(Marchington et al., 1992; Blyton and Turnbull, 1994). But, as
Andresky (1986, p. 81) warns ‘if an organisation chooses to have a
consultative committee as a means of boosting employee productivity,
it must not be treated like a puppet union’.

Much of the writing on HRM builds on the ‘Harvard’ school of work
on HRM which, in its seminal text, argued that the centre of manage-
ment’s task lay in, ‘balancing and, where possible, integrating the
interests of the many stakeholders of the enterprise’ (Beer et al., 1985,
p- 11) — and they argued, further, that the employees are the most
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important stakeholders and as such expect a voice in decisions that
affect them (Gonring, 1991). As a consequence employee communica-
tion and consultation are often seen as a central element of HRM.

The importance of communications in organisations is not confined
to the area of HRM. For management, as well as organisational,
theorists communication is the key element and theoretical construct,
respectively, for describing and explaining organisational phenomena.
In his classic study Mintzberg (1975) showed that communication in its
various forms is one of the key tasks of the job of managers. From a
different point of view, Weick states that ‘interpersonal communication
is the essence of organization because it creates structures that affect
what else gets said and done by whom’ (Weick, 1989, p. 97) Even more
significant is communication in the conceptualisation of organisations
made by sociological systems theory. Luhmann argues that commun-
ications are the basic elements of social systems. In particular, it is
argued that the (latent) structures that form and guide communications
are relevant if one is interested in the behaviour of organisations
(Luhmann, 1987).

In the international realm, communication has a central place, too.
‘All international business activity involves communication. Within the
international and global business environment, activities such as
exchanging information and ideas, decision making, negotiating, moti-
vating, and leading are all based on the ability of managers from one
culture to communicate successfully with managers and employees
from other cultures’ (Adler, 1991, p. 64) Literature on international
HRM stresses that cross-border communication happens constantly in
multinational companies. This includes communications between
expatriates and host country members as well as between employees
of various offices in different countries (Dowling et al., 1994; Briscoe,
1995).

Trade-union recognition and influence is closely linked to the Euro-
pean practice of employee involvement (Table 11.1).

Employers have to deal with workplace (and often wider) works
councils wherever the employees request it in Germany (for companies
with five or more employees), Italy and Portugal. In Greece the unions
can insist on the establishment of a works council where the organisa-
tion is larger than 20 employees; there have to be 35 or more employees
in the Netherlands; 50 or more in Spain and France and 100 in
Belgium. In the UK, the new Labour Government’s espousal of the
Social Chapter means that much of the recent legislation in this area
will come into force in that country too now, but even before then
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Table 11.1 Incidence of statutory works councils/statutory board-level
employee representation in the 12 member states

Statutory board-level
Country Statutory works councils employee representation

Belgium
Denmark
Germany
France
Greece
Ireland - o*
ITtaly
Luxembourg
Netherlands
Portugal
Spain

UK - -

e In Existence

— Not present

o* Confined to state enterprises
Source: EFILWC (1990), p. 5.

employers were still required to consult their employees on a number of
issues. Where unions are recognised, under the terms of the Employ-
ment Protection Consolidation Act 1978, the Trade Union Reform and
Employment Rights Act 1993 and the Health and Safety at Work Act
1974, they must be consulted with on relevant matters. In the case of
redundancies, as a result of a European Court of Justice ruling in 1994
which forced the then Government to introduce the Collective Re-
dundancies and Transfer of Undertakings Regulations 1995, UK
employers are obliged to consult with ‘workforce representatives’,
even where there is no recognised union (see Aikin and Mill, 1994;
Vernon, 1996).

Throughout Europe, various forms of works council (conceived of
by the European Commission, according to Naudin (1997), as a first
step towards a more labour-friendly Europe) have differing degrees of
power: but most would shock US managers brought up on theories of
‘management’s right to manage’. In Germany and the Netherlands, for
example, employee representatives can resort to the courts to prevent,
or to delay, managerial decisions in areas like recruitment, termination,
or changing working practices which in the United States would be
areas for considerable managerial prerogative.



Wolfgang Mayrhofer et al. 227

Beyond the workplace, legislation in countries such as the Nether-
lands, Denmark and, most famously, Germany requires organisations
to have two-tier management boards, with employees having the right
to be represented on the more senior Supervisory Board. Employee
representation can, depending on country, size and sector, range up to
50 per cent of the Board. These arrangements give considerable (legally
backed) power to the employee representatives and, unlike consultation
in the US, for example, they tend to supplement rather than supplant
the union position. In relatively highly unionised countries it is unsur-
prising that many of the representatives of the workforce are, in prac-
tice, trade union officials. In Germany, as one instance, four-fifths of
them are union representatives.

Furthermore, many of the largest companies in Europe are now
covered by the same European legislation: the European Works Coun-
cils Directive. There is, within the Directive, scope for differing
arrangements, but again it can be seen as, and was designed to be,
another pressure towards increasing communication and consultation.
There has been an interest in consultative processes and in raising the
level of social dialogue within organisations throughout Europe ever
since the Vredeling proposals of the 1970s (Weston and Martinez-
Lucio, 1997). It is estimated that in excess of 1200 firms operating
throughout the EU are affected by the legislation (TUC, 1995). Some
view this as the re-emergence of the European industrial relations
convergence thesis once again (Streek, 1987; Teague, 1993; Locket et
al., 1995), which when combined with the globalisation of capital and
an increased interest in corporate affairs among employees results in an
increased consciousness among employee representatives in ‘new forms
of transnational engagement, no matter how precarious and embryo-
nic’ (Weston and Martinez-Lucio, 1997, p. 767). Marginson and Sisson
(1998) have coined the term ‘virtual collective bargaining’ to emphasise
the limited nature of these international effects. Others view the Euro-
pean works council initiative with some concern. For example Ramsay
(1997, p. 314) suggests that though they offer a channel for seeking to
match the internationalisation and mobility of capital, they face many
of the same problems as national or workplace bodies. In particular his
concern is with ‘the capacity of this arrangement to achieve greater
influence for employees over management decisions in a form which
seek to break out of the national systems straitjacket, and so confront
an intensifying apparent challenge to industrial democracy from the
internationalisation of capital’. He concludes, revealing his UK con-
frontational approach, that while a wide range of outcomes is possible:



228 Communication, Consultation and the HRM Debate

‘at present the balance of probabilities suggests that management will
be able to contain most European Works Councils and engage in at
least successful damage limitation’ (Ramsay, 1997, p. 320). Hage
(1996), warns of the danger of abstracting institutions from their social
settings and meanings and suggests that a blanket approach may lead
to an elision of the varied ways in which such arrangements really act
and are acted upon by people at workplace level, while Stoop (1994)
highlights the major obstacles which limit the development of a com-
mon international culture in this area.

Replacing industrial relations by HRM?

As has already been pointed out, there is no serious doubt about the
importance of communication for management and HRM. Many,
however, have argued that the form of communication involved will
necessarily be anti-union. Above all, the focus of HRM on the indi-
vidual, and its general unwillingness to acknowledge the existence of
distinct interests within the workplace, has created a picture of simple
common interest among managers and the managed, an interest sup-
posedly centred solely on the organisation’s success in the marketplace
(Blyton and Turnbull, 1993; Storey and Sisson, 1993). There is an
assumption in much of the literature that HRM policies are in some
way linked to attempts to replace traditional industrial relations bar-
gaining over work issues, or at least to more limited opportunities for
trade unions to exercise their functions. This is the conclusion of
Storey’s (1992) broad study of the impact of HRM in the UK; and of
Kochan et al. (1986) and Fiorito ef al. (1987) in the US. A leading
British trade union official writes of: ‘the experience of many unionists
that human resource management is associated with derecognition
and a systematic attempt to undermine the union role’ (Monks, 1994,
p. 45).

Storey (1992) identified 25 ‘constituent elements’ of ‘HRM recipes’:
including, notably for the discussion here, a ‘desire to marginalise shop
stewards’ (Storey and Sisson, 1993, p. 16). Mahoney and Deckop
(1986) argued that among the key characteristics of HRM was a
move from ‘a collective, negotiating focus to a more general approach
to more direct communication with employees’. In a similar way,
Beaumont identifies ‘major items typically mentioned’ in the US liter-
ature as part of HRM: including a high degree of participation of
individuals in task related decisions and sophisticated arrangements
of internal communication (Beaumont, 1992).
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Guest believes that industrial relations is based on a system of
collective bargaining which has as its objective the reconciliation of
the differing interests of managements and employees; HRM is a
managerial philosophy which aims to replace the collective relationship
with an individualised one in which management will either deny the
existence of separate employee interests or subordinate them to those of
management (Guest, 1987, 1990). It has been pointed out that studies
of HRM in the United States have tended to take place in the non-
union sector (Beaumont, 1992). A constant thread in research
programmes in the US has been the link between HRM practices and
non-unionism (see, ¢.g. Kochan et al., 1984, 1986). ‘In the US a number
of .. .academics have argued that HRM [the concept and the practice]
is anti-union and anti-collective bargaining’ (Beaumont, 1991, p. 300).

In contrast, other researchers — particularly in Europe — have found
that the adoption of HRM techniques has little separate and specific
impact on trade unionism in the UK (Beaumont and Harris, 1989), in
Ireland (Roche and Turner, 1994), or in Germany (Fischer and Weit-
brecht, 1995). Referring to Millward’s work on the British Workplace
Industrial Relations Survey a trade union leader remarked: ‘The con-
clusion is that there is no correlation between human resource manage-
ment and anti-unionism’ (Monks, 1994, p. 42). Any thesis relating to
the withering away of trade-union influence in Europe is not supported
by the evidence (Brewster et al., 1994a; Morley et al., 1996). Individual
and collective approaches to the management of this relationship are
not necessarily alternatives and can and do co-exist (Storey and Sisson,
1993) and it has been argued that the assumption in much of the
literature that HRM intrinsically involves anti-unionism is unwar-
ranted, based upon a particular (US-style) vision of HRM (Brewster,
1995b).

Hence, the key question that is linked with this debate is: will
individual(ised) communication take over from more collectivist or
union communication? Part of the answer is a matter of empirical
analysis, and we make a contribution to that below using empirical
data from various European countries. Another part of the answer,
however, concerns the problem of identifying a consistent definition for
HRM. The confusion surrounding the concept of HRM has been
pointed out on many occasions (see, as examples, Conrad and Pieper,
1990; Boxall, 1992; Guest, 1992; Storey 1992; Goss, 1994). Concep-
tually, a range of definitions of HRM is possible: from an almost
etymological analysis at one end to a clearly normative perspective at
the other (Brewster, 1994). For the purposes of this chapter it is only
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important to note that while there is this dichotomy of interpretation
about whether HRM is or is not intrinsically anti-union, there is no
doubt at all that the literature implies or states that communication and
consultation is at the heart of HRM.

Individualised communication in Europe

Given the popular notion spread in the scientific and practitioner
oriented literature, individualised communication should be an import-
ant element of organisational practices. Indeed, our data are very clear
on that point: communications to individuals is extensive and is
increasing.

When analysing the communication patterns of organisations one
can (at least analytically) distinguish between two intertwined aspects,
often called downwards and upwards communication.

Downward communication indicates that the intended flow of direc-
tion of information is from management to the employees. With regard
to the information channel used one can see in our data that the use of
direct ways of communications has increased. Across Europe, the
Cranet-E survey finds that direct verbal communication is increasing
in between 32 per cent (Italy) and 63 per cent (Sweden and the UK) of
organisations with a European average of 53 per cent. Only 2 per cent
of organisations across Europe are using less direct verbal communica-
tion. A similar picture arises from the evidence on direct written com-
munication to employees. Of course, with computerisation, HR
information systems and mail-merge techniques it becomes much easier
for managers to write ‘individually’ to all staff involved in a particular
change: and the opportunity is being taken. Between 30 per cent (Nor-
way) and 64 per cent (Netherlands), with a European average of 50 per
cent, of organisations have increased their use of direct written com-
munication, 37 per cent of organisations have increased their use of
electronic communication with employee’s and 47 per cent have
increased their use of team briefings. In all these cases, almost no
organisations have decreased their use of communication mechanisms
(Table 11.2).

Overall, one can see a definite increase in the use of various methods
of communication employed by organisations. (Figure 11.1).

The writers on HRM who are advising employers that the commit-
ment of their employees is vital to success in the future, and that the
way to achieve that commitment is through increasing communication,
can take comfort from these figures. Of course, when the question is



Table 11.2 Percentage of organisations reporting a change in the use of direct verbal or written methods to communicate

major issues to employees during the last 3 years

Country B CH D(w) D(e) DK E F FIN I IRL N NL S T UK
Direct verbal

Increased 52 53 59 36 51 40 45 57 32 55 38 51 63 43 63
Same 40 43 40 61 44 45 44 37 39 38 54 39 34 31 32
Decreased 2 1 1 1 1 3 2 3 5 1 3 3 2 3 1
Not used 3 1 1 0 0 5 3 1 0 0 0 3 1 2 1
Direct Written

Increased 55 60 34 26 48 49 55 48 36 51 30 64 44 34 62
Same 39 37 60 67 46 40 37 49 37 40 58 34 52 41 34
Decreased 1 2 4 1 3 3 2 1 3 1 5 1 2 1 1
Not used 3 0 1 3 1 5 4 0 0 1 1 1 1 2 0

I€¢
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Figure 11.1 European averages of percentage of organisations reporting an
increase/decrease in the use of various methods

asked of senior personnel practitioners (as it is in the Cranet-E survey)
it is possible that they are exaggerating the extent of the improvement
in communication: there may be an element of ‘wishful thinking’ here.
However, the figures are so large and so consistent, that it seems likely
that they reflect some kind of reality. We are encouraged in this view by
the fact that in other respects the Cranet-E data does indicate that
respondents are likely to report that their organisations are not follow-
ing the received wisdom.Furthermore, the only other major cross-
national survey which covers communication, and which drew data
from employees as well as employers, confirms the findings (Sisson,
1997). It would seem that the fact is that organisations are commu-
nicating more with their employees.

With regard to what is communicated through these channels, this
varies from case to case. Two areas of central interest for management
and employees are information on organisational strategy and infor-
mation on organisational finances.

In Europe, at least 9 out of every 10 organisations formally brief
their managers about the organisation’s strategy and financial results.
However, there is a marked ‘slope’ in the provision of information
below the managerial level. The further down the organisation
one goes the less likely employees are to be given this information.
Thus, information on strategy is provided for manual workers by 12
per cent of organisations in West Germany and 57 per cent in Finland.
Other countries have figures between these two with half having less



Table 11.3 Briefing of different groups of employees

Country B CH D(w) D(e) DK E F FIN [ IRL N NL S T UK
Strategy
Management 97 98 92 91 95 97 95 97 88 97 96 99 98 83 95
Professional/

technical 66 48 41 50 60 69 50 86 76 72 75 83 58 57 72
Clerical 46 22 21 27 49 26 32 62 41 54 62 42 61 29 49
Manual 40 21 12 19 36 20 25 57 34 43 55 40 52 21 41
Financial performance
Management 97 92 96 93 96 90 95 93 80 94 95 98 96 68 96
Professional/

technical 70 79 76 76 74 68 77 92 49 65 76 80 68 27 78
Clerical 56 57 67 64 68 33 65 90 27 52 70 47 76 12 61
Manual 50 54 54 47 51 25 50 86 15 42 66 43 67 11 52

1394



Table 11.4 Percentage of organisations reporting a change in number of employees communicating their views through more
individualised ways of communication

Country B CH D(w) D(e) DK E F FIN 1 IRL N NL S T UK
Through immediate superior

Increased 26 44 24 18 23 29 36 24 22 36 28 39 34 37 31
Same 59 54 73 76 72 64 60 72 58 58 67 58 65 47 66
Decreased 6 0 1 2 3 0 1 1 0 1 2 1 0 2 1
Not used 6 0 1 1 2 1 1 0 0 0 0 0 0 0 0
Direct to senior management

Increased 29 39 22 12 26 19 25 35 22 38 20 32 27 20 34
Same 55 50 62 62 66 47 60 57 58 49 64 50 65 37 58
Decreased 2 3 4 11 5 5 3 4 0 2 13 10 5 10 2
Not used 12 4 9 9 2 17 7 0 0 3 2 4 2 5 3
Through quality circles

Increased 23 27 30 13 11 26 13 24 14 13 10 13 17 29 17
Same 16 18 20 18 16 11 18 21 20 10 21 10 21 15 13
Decreased 4 3 1 2 1 2 5 2 3 1 2 3 2 3 2

Not used 49 42 42 53 64 40 55 41 7 51 60 68 53 15 58

1494
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than a quarter of organisations informing manual workers about strat-
egy. A very similar picture occurs in terms of financial information,
though here the slope indicating the difference in providing informa-
tion to different groups of employees is not so steep. The financial
performance of the organisation thus is made known to employees to a
greater extent than this is the case in the area of strategy. In nearly two
thirds of the countries 50 per cent or more of the organisations also
brief manual workers, being the least informed group within the orga-
nisation, about financial performance. Table 11.3 shows the briefing
patterns for various employee groups across the European countries
analysed in this study in the area of strategy and financial performance.

The other part of organisational communication, upward commun-
ication, is being use to feed information from the employees to the
management. Again, we can differentiate between various communica-
tion channels especially relevant for the question of individualistic or
collectivist oriented communication.

Communications via direct access to senior management, the
immediate superior or quality circles can be regarded as expression of
an individualisation of communication between employees and man-
agement, leaving more institutionalised means aside. The use of com-
munication to the immediate superior, in particular, and also direct
communication with senior management, has increased. Between 18
per cent (East Germany) and 44 per cent (Switzerland) of the organisa-
tions report an increase in using the immediate superior as a means of
communicating employees’ views to the management. The same trend
can be seen in the case of direct communication between employees
and senior management, whereas the increase in the area of quality
circles is not at the same level. Table 11.4 gives a detailed overview.

Collective communication in Europe

The increases in individual communication might be manifestations of
organisations following a pattern seemingly prescribed by concepts of
HRM in terms of replacing collective modes of communication and
trade unions with more individualised communications. To analyse this
at organisational level, we examine various aspects of collective com-
munication.

Communication through representative bodies continues to be a
growth area in most European countries. The increase in direct ways
of individualised downward communication does not necessarily
mean that the use of more collective oriented communication channels



Table 11.5 Percentage of organisations reporting a change in the use of representative staff bodies to communicate major
issues to employees during the last 3 years

Country B CH D(w) D(e) DK E F FIN I IRL N NL S T UK
Increased 18 24 22 19 36 20 20 39 19 13 43 27 18 23 12
Same 59 44 66 73 53 58 62 54 58 57 50 58 67 37 45
Decreased 4 4 2 2 2 5 7 4 5 7 2 1 9 2 16
Not used 15 17 8 4 6 7 7 1 0 8 2 8 4 8 17

Table 11.6 Percentage of organisations reporting a change in number of employees communicating their views through more
collectivist ways of communication

Country B CH D(w) D(e) DK E F FIN I IRL N NL N T UK
Trade unions/works councils

Increased 26 10 17 21 25 19 14 14 20 16 35 30 11 14 11
Same 59 43 65 66 60 55 65 57 61 53 59 59 71 41 47
Decreased 6 6 8 5 7 13 17 19 3 11 3 5 16 3 16
Not used 6 29 7 2 6 6 2 5 0 10 1 2 0.5 11 21
Regular workforce meetings

Increased 33 26 8 4 33 34 30 37 36 32 23 32 42 24 34
Same 40 42 81 72 59 35 44 57 32 37 55 46 54 28 40
Decreased 3 4 4 10 1 4 6 1 3 2 6 5 2 4 3
Not used 18 21 5 9 4 16 16 2 2 15 13 11 1 12 19
Suggestion schemes

Increased 11 19 33 10 8 12 10 19 7 14 5 10 20 34 19
Same 16 30 38 24 31 17 12 44 19 28 34 27 52 26 23
Decreased 8 19 8 7 8 5 4 19 2 4 7 16 17 1 8

Not used 58 24 18 46 47 47 67 15 9 36 47 40 8 10 42
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will decrease. Indeed, the data show that in addition to the growth of
direct communication in a downward way, the use of representative
bodies has increased too. Between 12 per cent (UK) and 43 per cent
(Norway) of the organisations say that there was an increase of this
way of communication. A decreasing use of this channel is, with
the exception of the UK (16 per cent), indicated by only 9 per cent or
less of the organisations. Table 11.5 shows the results for the various
countries.

More collectivist ways are also used in upward communication
within organisations. The use of trade unions and works councils,
regular workforce meetings, and suggestion schemes can be regarded
as communication channels that are less individualised and more open
or bound to institutionalised actors. Besides the increase in these areas,
one also can observe in some countries like the UK or Sweden the
decrease in the importance of trade unions/works councils and sugges-
tion schemes is higher than the increase. Similarly, compared with the
more individualised communication channels, the increases are clearly
smaller (Table 11.6).

In support of the ‘up-grading thesis’ on joint committees (Terry,
1986; Marchington and Parker, 1990), apart from Italy, Ireland and
the UK, our data reveal that every country in Europe has three-quar-
ters or more of its organisations with more than 200 employees having
a joint consultative or works committee. Nine out of every ten of these
have existed for more then 3 years — except in Italy, Ireland and the UK
where about a third of such committees have been established more
recently. In other words, the countries which have had fewer such
consultative arrangements are rapidly creating them. In all countries,
the most common response to a question about changes in the use of
such committees is that there has been no change in the last three years.
Where there has been a change, the number of organisations increasing
their use of consultative bodies for communicating major issues to
employees outweighs the number reducing their use in every country
except the UK. On average 23 per cent of all organisations across
Europe are increasing their use of representative channels of commun-
ication and only 8 per cent are decreasing their use.

DISCUSSION

Overall therefore our data point to a new balance between individual-
ised and collective communication which, when viewed against the
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backdrop of a partially changing, though largely stable, trade union
role (as highlighted in Chapter 10), might suggest the need for a
modified concept of HRM.

First, in Europe at least the evidence is that both individual and
representational communication are growing. The considerable moves
that have been made by many employers in Europe to expand the
degree of information given to the workforce irrespective of legal
requirements is clear. This reflects a central theme of standard concepts
of HRM - the requirement to generate significant workforce commit-
ment and to respond to technological advances and globalisation which
have prompted the decentralisation of decision-making and compelled
changes in employer—employee relationships (Pivec and Robbins,
1996). However it is noticeable that this provision of information to
the workforce still includes a substantial number of organisations who
are expanding their use of the formalised employee representation or
trade union channels.

At the supra-national level it is clear that the European Union is
committed to maintaining the role of employers and trade unions.
These are referred to, in instructive European Union terminology, as
the ‘social partners’. On the subject of employee communication/con-
sultation, a large increase has taken place in the use of direct verbal
and direct written mechanisms, potentially reflecting the necessity to
increase employee commitment in order to achieve organisational suc-
cess. This increase, however, runs in parallel with the collective chan-
nels, thus supporting the argument that the two are not incompatible.

Thirdly in the new century organisations in Europe will still be
working with trade unions even as individual communication grows.
We need a conception of HRM that can encompass that. There has
been substantial criticism of the importation of US theory (Cox and
Cooper, 1985; Thurley and Wirdenius, 1991). In the context of HRM
specifically, Europeans are increasingly critical of the various versions
of the ‘closed” HRM models. Looking at the UK, Guest sees ‘signs
that...the American model is losing its appeal as attention focuses to a
greater extent on developments in Europe’ (Guest, 1990, p. 377) and
the same author is elsewhere sceptical of the feasibility of transferring
the model to Britain.

The inapplicability of autonomy-based models of HRM in Europe
has also been noted in Germany. ‘An international comparison of HR
practices clearly indicates that the basic functions of HR management
are given different weights in different countries and that they are
carried out differently’ (Gaugler, 1988, p. 26). Another German survey-
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ing European personnel management, similarly concluded that:,‘a
single universal model of HRM does not exist’ (Pieper, 1990, p. 11).
Critiques of any simplistic attempts to ‘universalise’ the US models
have also come from France (see, e.g. Bournois 1991a, b). European
authors have argued that ‘we are in culturally different contexts’ and,
‘Rather than copy solutions which result from other cultural traditions,
we should consider the state of mind that presided in the search for
responses adapted to the culture’ (Albert, 1989, p. 75; translation in
Brewster and Bournois, 1991).

A ‘European’ model of HRM was therefore proposed, and subse-
quently refined (Brewster and Bournois, 1991; Brewster, 1993, 1995b).
This re-emphasised the influence of such factors as culture, ownership
structures, the role of the state and trade union organisation. Clearly
the European evidence suggests that managements can see the unions,
for example, as social partners with a positive role to play in HRM. The
manifest success of many European firms which adopt that approach
shows that the, explicit or implicit, anti-unionism of approaches to
HRM based on a ‘US style’ conception does not fit the European
culture. Significantly, even in the UK, where there has been consider-
able antagonism between trade unions and ‘management’ the unions,
on their side, are now beginning to look more favourably upon man-
agement as a topic. In the last 3 years Cranfield School of Management
has set up a Centre of Trade Union Management supported by
the Trades Union Congress and some of the largest unions in the
country as well as some of the smaller ones. The Centre is working
with the senior officials of these organisations to help them think
through their own management issues in much the same way that a
management school would work with any other organisation. This
work is increasingly involving the Scandinavian and other European
unions.

We see a danger of accepting too readily the bases of HRM devel-
oped in the United States as non- or anti-union in that it sets up
industrial relations and HRM as opposing and irreconcilable camps.
Such a view puts industrial relations (as trade union studies) onto a
narrow and ultimately dead-end path. And as has been indicated, this is
far from the reality of practice in most European countries. Indeed an
acceptance that influential trade unionism and HRM can go hand in
hand is being increasingly reported from Europe (Marchington and
Parker, 1990; Sisson, 1993; Storey and Sisson, 1993; Purcell and Ahl-
strand, 1994) It is also being proposed, if not found, in the USA (see
Kochan et al., 1986).
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We have based our arguments in this chapter on Europe, the area we
know and where we have evidence of current practice. We have made
no attempt to generalise our claims but, going beyond our evidence
here and drawing on impressionistic evidence from elsewhere, we
believe that the theme of this chapter may have value in many other
parts of the world. Outside the USA (and even within it?) the concept of
HRM has to be developed to include communication and consultation
through collective channels, including trade union channels, if it is to
meet the tests of practicality and utility.
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12 Human Resource Policies
in European
Organisations: An
Analysis of Country and
Company-specific
Antecedents

Wolfgang Weber, Riidiger Kabst and
Christopher Gramley

The aim of this contribution is the analysis of HR policies in European
organisations. It will pursue the question of whether organisation-
specific variables have a major influence on the formulation of HR
policies or whether country-specific circumstances bear more respons-
ibility.

A first step in this direction will outline the convergence—divergence
discussion, which mainly takes place with the European integration in
mind. The conceptual framework of Brewster and Bournois (1991) and
Brewster and Hegewisch (1994) provide the basis for the analysis of HR
policies in the European context. The explanatory value of country-and
company-specific antecedents will be empirically tested by utilising the
data from Cranet-E.

CONVERGENCE VERSUS DIVERGENCE OF HRM

The increasing tendency towards a global marketplace makes research-
ers as well as practitioners wonder whether identical company practices
will result from this. Adler (1997: 60) asks in this line of thought: ‘Are
organisations becoming more similar worldwide or are they maintain-
ing their cultural dissimilarities? Is the world gradually creating one
way of doing business or is the world maintaining a set of distinct
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markets defined by equally distinct national boundaries, each with its
own culturally distinct approach to business?’. Reviewing the extensive
literature devoted to the convergence—divergence discussion (cf. e.g.
Schreydgg et al., 1995, pp. 40-1), the question raised seems more than
justified, and a common understanding far from attained.

The proponents of the convergence thesis maintain that efficient
management approaches are universally accepted. Thus technological
and systematic conditions determine the efficiency of the application of
management systems (Neghandi, 1979; Kerr, 1983). Kidger (1991, p.
153) assumes ‘that differences that might arise from differing beliefs
and value orientations of national context are superseded by the logic
of technology’. According to this line of argument only antecedents
that are specific to the organisation explain the existence of HR pol-
icies, while country-specific influences can be neglected.

The advocates of the divergence thesis argue that the national and, in
particular, the cultural and institutional frame of reference strongly
influence behavior. Thus the universal application of management
practices in whatever form must be ruled out (Laurent, 1983; Adler
and Jelinek, 1986). As a result country-specific features should be of
major explanatory value for the existence of HR policies, whereas
antecedents specific to organisations would be of minor significance.

Even this short sketch shows how insufficient a polarised discussion
is when it takes place between two extreme positions. It is not astonish-
ing that there is an ever growing number of contributions relative to the
convergence—divergence discussion (Child, 1981; Due et al., 1991; Jen-
sen et al., 1995; Sparrow et al., 1994; Walsh, 1995; Adler, 1997). And
yet, to date this intensive discussion has not been able to establish a
generally accepted explanatory pattern. Certainly, the divergence thesis
is not well suited to explaining the emergence of certain transnational
management practices, such as, for example, decentralisation
(Schreyogg et al., 1995, p. 41). In spite of the continued existence of
national differences, Kabst er al. (1996, p. 634) discern a uniform
influence of the lean-management concept on in-company training in
European organisations. Grahl and Teague (1991, p. 67) doubt the
validity of the divergence thesis determines the industrial relations
agenda across Europe despite the differences in national systems. On
the other hand, the integrative shift that has accompanied the Euro-
pean Union does not necessarily lead to convergence. Baldry (1994, p.
67) notes that a unified transnational influence or European legislation
does not necessarily induce convergence, as different national contexts
can lead to diverging interpretations in organisations. Wunderer (1984,
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p. 506) observes that labour — as a factor of production — needs a more
specific orientation towards values, traditions, behavioral patterns, and
culture than other factors. Consequently it is subject to globalization to
a lesser extent. When investigating Japanese, Swiss, and American
conglomerates, Hilb (1985) found a great number of universally
applied management practices. On the other hand, he also came across
management practices that were not transferable. Child (1981)
analysed the literature on international comparative management
practices and found that work analysing the macro level (e.g. the
organisational structure) tended to support the convergence thesis,
while the studies analysing the micro level (in particular the behaviour
of members of organisation) tended towards the divergence thesis (cf.
e.g. Weber et al., 1998). Referring to Child’s analysis, Adler (1997, p.
60) concludes that ‘organisations worldwide are growing more similar,
while the behavior of people within organisations is maintaining its
cultural uniqueness’. De Cieri (1996, pp. 159-60) notes in this line of
thought: ‘Convergence would be expected to facilitate international
transferability of management style and practice, and MNEs are justi-
fiably viewed as a considerable force for convergence. The amount and
pace of convergence will, however, vary according to the relative power
of the opposing forces for divergence. Micro-level factors, such as
beliefs, norms, culture, and values, are often cited as forces for diverg-
ence. ... There is also evidence to suggest there are both converging and
diverging macro-level factors.’

Following the convergence-divergence discussion this chapter will
shed some light on the determinants of HR policies, asking whether
country-specific antecedents dominate HR policies or whether unified
HR patterns can be discerned.

THE CONCEPTUAL FRAMEWORK FOR THE ANALYSIS OF
HR POLICIES IN THE EUROPEAN CONTEXT

In order to be able to contribute to the explanatory value of country-
versus organisation-specific antecedents, the determining factors of HR
policies cited in the literature have to be identified in a first step. On the
basis of this, a conceptual framework for the analysis will be outlined.
A great number of researchers have set themselves the goal of identify-
ing key variables for the analysis of HR policies or strategies (cf. e.g.
Fombrun 1982; Tichy et al., 1982; Ackermann and Wiihrer, 1984;
Dyer, 1984; Schuler and Jackson, 1987; Boxall, 1992; Elsik 1992;



250 Human Resource Policies in European Organizations

Schuler, 1992; Brewster, 1993; Brewster, 1994; Hendry, 1994; Sisson
and Timperley, 1994). These contributions primarily differ in the relat-
ive weight attributed to endogenous and exogenous factors. While, for
example, Hendry (1994, p. 114) stresses the importance of the exogen-
ous dimensions (the socio-cultural and legal context, and political and
economic risks), Schuler and Jackson (1987) and Ackermann and
Wiihrer (1984) emphasise the influence of endogenous factors (e.g.
corporate strategy). Brewster (1993, 1994) can be counted among
those researchers who give almost equal importance to endogenous
and exogenous factors. From the great range of factors cited, national
context, organisational structure, and corporate strategy can be isol-
ated as of particular importance in most concepts. Thus Wunderer
(1992, pp. 3-4, 19-20) has developed a concept which supports firm-
specific decision-making. It is based on the six dimensions he found to
influence the underlying strategic orientation of international HRM:
(1) the industrial sector involved, the product programme, and market
strategy; (2) culture-specific values, the legal framework, economic and
social setting, and corporate culture; (3) company structure and size; (4)
management goals, views, and attitudes; (5) the orientation of the
employees; and (6) the extent of the company’s international orienta-
tion. Schuler et al. (1993, p. 423) present an integrative concept for
international HRM, which analyses the complexity of the interaction
between endogenous (e.g. country-specific factors) and exogenous (e.g.
the organisational structure and strategy) factors. Devanna et al. (1984,
p- 35) develop a taxonomy of: ‘environmental pressures, organisational
strategies and matching HR practices’. Schreyogg et al. (1995, pp. 17—
18) present a concept for the analysis of HRM in the European context
that explains complexity in an input—-output model. The HRM function
is subdivided into four interdependent functions: recruitment and
selection, training and development, compensation, and integration,
all of whose manifestations may differ according to country and
company.

The basis for the present investigation is the conceptual framework
for the analysis of HRM developed by Brewster and Bournois (1991)
and Brewster and Hegewisch (1994, p. 6). It not only integrates the
above mentioned endogenous and exogenous factors and their influ-
ence on HR policies and thus on HR practices but, the approach is also
adapted to the specific European context, like the input-output model
(Schreyogg et al., 1995). The respective national culture, sector, size,
structure, and corporate culture, and the corporate and HR strategy
influence the conduct and success of HR practices.
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Brewster and Hegewisch (1994, p. 6) comment on their conceptual
frame for the analysis of European HR policy as follows: ‘The model
shows that business strategy, HR strategy and HR practice are located
within the external environment of national context, power systems,
legislation, education, employee representation and other issues. The
model places HRM within the national context. By allowing for a
greater input into HRM from the environment in which the organisa-
tion is located this approach enables to link HRM more clearly with
international contextual variations.’

Based on the conceptual framework developed by Brewster and
Bournois (1991) and Brewster and Hegewisch (1994), the analysis will
contrast the influence of the national context, on the one hand, and of
the organisation-specific factors of sector, organisational size (number
of employees), and corporate strategy, on the other.

The dependent variable is not merely the existence of an HR policy;
it has been further differentiated into several HR functions: pay and
benefits, training and development, recruitment and selection,
employee communication, equal opportunity/diversity, management
principles, and ‘high-fliers’. The examination of these HR functions
allows a differentiated insight into the question as to which HR func-
tions are primarily influenced by national context or organisational

National Culture

| Organisation: size, structure and culture |

Corporate Strategy
Behaviour
Human Resource | | »| | Human Resorce Management
Strategy i = Practice 9
Performance

Figure 12.1 Conceptual frame for the analysis of HR policies in the European
context
Source: Brewster and Bournois (1991): 6.
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|Human Resource Policiesl

— compensation and benefits
— — training and development
Country-specific - recruitment and selection Company-specific
Antecedents — employee communication Antecedents
Germany, France, a| | —equal opportunity/diversity Sector
Great Britain, Ireland, "| | — people management N Size of Organisation

Netherlands philosophy J

— high-fliers Corporate Strategy

Figure 12.2 Conceptual framework for the analysis of country-and organisa-
tion-specific influences on HR policies in the European context

factors. Schreydgg et al. (1995, p. 21-2) confirm the exigency of a
differentiated analysis of HR functions: ‘If one looks at HRM from a
functional point of view, there is not much difference between compan-
ies and countries. Obviously, all firms in developed industrial countries
recruit, develop, organise, deploy, try to influence, assess, and dis-
charge employees. However, there will be some differences in the
relative importance of a particular function, contingent upon business
traditions, legislation, the educational system, and the labour mar-
ket. ... Since the personnel function is highly contextual, shifts in the
external environment will complicate and affect the function.” For the
present analysis Brewster and Bournois’ (1991) and Brewster and
Hegewisch’s (1994) framework is retained, while the aspect which is
central to this analysis — antecedents specific to organisations vs coun-
try-specific antecedents — is emphasized. In order to allow a comparat-
ive European analysis, data on organisations in Germany, France,
Great Britain, Ireland, and the Netherlands are analysed.

EMPIRICAL ANALYSIS
Sample characteristics

The data used for the present analysis stem from five countries, all of
which participate in Cranet-E. The sample consists of organisations
from Germany (D), France (F), and Great Britain (GB) as represent-
atives of the larger European countries. The Netherlands (NL) and
Ireland (IRL) represent the smaller European nations. The data is from
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the fourth written survey, carried out in 1995. The rates of return for
these five countries are given in Table:

Table 12.1 Questionnaires mailed and returned in the countries examined

D' F GB IRL NL
Questionnaires mailed 2000 3500 5988 2200 1500
Questionnaires returned 457 520 1283 365 322
Rate of return (%) 23 15 21 16 21

Source: Weber and Kabst (1996): 2.
The Existence of HR policies in European comparison

This section will demonstrate the existence of policies for HRM areas
in the five countries examined. This is needed in order to establish a
basis for the subsequent statistical examination of organisation-and
country-specific antecedents.

Table 12.2 Proportion (in percentages) of the organisations surveyed with
policies in HRM areas

Policy for D F GB IRL NL
Pay and benefits 88 94 90 91 97
Training and development 90 94 95 89 96
Recruitment and selection 78 82 93 84 93
Employee communication 61 66 76 76 74
Equal opportunity/diversity 32 32 92 74 69
People management philosophy 75 65 61 61 75
High-fliers 54 52 35 27 37

Source: Weber and Kabst (1996): 9.

Even without the explicit use of statistical methods it is obvious that
one cannot exclude the influence of national context on a general basis.
Country-specific differences diverge especially strongly on the question

1 The organisations taken into account in this survey include only Western German ones
(n=457), as the HR practices employed in the five Eastern Ldnder still differ consider-
ably from those in the West. A joint analysis would therefore not permit sufficient
selectivity. In the new Ldnder an additional 1442 organisations were surveyed with a
rate of return of 15 per cent (n = 223) (cf. Hanel, 1996).
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of equal opportunity and diversity: 92 per cent of the organisations
surveyed in Britain have an explicit policy on this issue, whereas this
holds for only 32 per cent of the German companies surveyed. In regard
to the other HR policies, country-specific differences may be present as
well. However, they differ in intensity and call for closer examination.

Figure 12.3 underlines these correlations: the more horizontal the
line for an HR policy, the more unified the application of this policy in
the five countries. Strong jumps, on the other hand, indicate diverging
practices in the various European countries.

Statistical verification of country-specific vs company-specific
antecedents on the existence of HR policies

To discuss the determinants of policies in the various HRM areas it is
necessary to analyse whether corporate strategy, size of organisation,
and sector have a comparably equal explanatory value (strength and

Human Resource Policies
100

D F GB IRE NL

—e—pay and benefits —+—recruitment and selection
—s—training and development ——employee communication
—x—equal employment —e—people management
——high fliers philosophy

Figure 12.3 Proportion of organisations surveyed with policy in HRM areas
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direction of correlation) in the five countries examined. Due to the
dichotomous nature of the dependent variables and the different scale
levels of the independent variables, logistic regression was chosen as
the most suitable statistical method. The validity of fit of the adaption
is judged according to the likelihood-function. The negative doubly
weighted value of the logarithm is used as a measure. The significant
difference resulting from the inclusion of the various independent vari-
ables manifests itself as a chi-square improvement (Biihl and Zofel,
1994, pp. 264-272; Eckstein, 1997, p. 301-328).

The dependent variables are given a binary coding, with ‘1’ standing
for the presence of and ‘0’ for the lack of HR policies. While the
independent variable ‘corporate strategy’ has a dichotomous coding
and the number of employees is scaled in intervals, the sector and the
country have been prepared for logistic regression by including
dummy-variables. The industrial sector, on the one hand, and Germany,
on the other, serve as reference categories. This coding of reference
categories allows the interpretation of nominal scaled attributes relative
to one another. Thus, the basis for the statistical considerations are
organisations in the industrial sector in Germany. Significant devia-
tions from this basis will be mentioned (Wonnacott and Wonnacott,

Table 12.3 Influencing factors of HR policies for pay and benefits

Chi-square
Variables Direction improvement  Significance
Company-specific antecedents
corporate strategy + 80.5 0.0000%***
number of employees + 12.5 0.0000%***
service sector + ns 0.1253
public sector — 4.7 0.0247*
Country-specific antecedents
France + 10.3 0.0019**
GB + ns 0.4497
Ireland + 4.1 0.0484*
Netherlands + 12.4 0.0001 ***
Model chi-square 124.535
p-value 0.0000
n 2752

Proportion of correct classifications  91.24%

*p < 0.05; ** p < 0.01; *** p < 0.001 (two-tailed); ns = no significant correla-
tion.
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1981, pp. 104-15; Bortz, 1993, pp. 447-52; Backhaus et al., 1996,
pp- 2-3).

Corporate strategy has the highest explanatory value for the exis-
tence of a policy concerning pay and benefits. By adding the company
size the adjustment is improved further. The public sector has a lower
probability for the presence of such a policy compared to the reference
category of the industrial sector. Or to put it differently, organisations
in the public sector have significantly fewer pay and benefits policies.
Their general conditions and relatively strict limitations taken into
account, this result is not astonishing.

Country-specific context factors also have a significant influence on
the existence of a pay and benefits policy, though, a much lower one
compared to corporate strategy. In the Netherlands, France, and Ire-
land companies have a higher probability of formulating explicit pol-
icies on pay and benefits.

Table 12.4 Influencing factors of HR policies for training and development

Chi-square
Variables Direction  improvement  Significance
Company-specific antecedents
corporate strategy + 83.4 0.0000%***
number of employees + 35.8 0.0000%***
service sector — 3.8 0.0502*
public sector + 10.1 0.0181*
Country-specific antecedents
France + ns 0.3828
GB + ns 0.2717
Ireland + ns 0.5700
Netherlands + ns 0.0722
Model chi-square 133.107
p-value 0.0000
n 2767
Proportion of correct classifications 92.74%

*p < 0.05; ** p < 0.01; *** p < 0.00] (two-tailed).

The main influence on the existence of a policy on training and devel-
opment is exercised by corporate strategy and the number of employ-
ees. Public sector organisations have a slightly higher probability of the
existence of such a policy; service sector companies a slightly lower one.
Due to the low chi-square improvement and the low significance (0.05),
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the explanatory value of the service sector has to be interpreted with
much care.

It can be said that there are no significant country-specific differences
in the formulation of policies on training and development.

Table 12.5 Influencing factors of HR policies for recruitment and selection

Chi-square
Variables Direction  improvement  Significance
Company-specific antecedents
corporate strategy + 58.8 0.0000%***
number of employees + 21.5 0.0000%***
service sector + ns 0.1230
public sector + 15.6 0.0007***
Country-specific antecedents
France + ns 0.1206
GB + 51.6 0.0000%***
Ireland + 5.4 0.0218*
Netherlands + 26.4 0.0000%***
Model chi-square 179.772
p-value 0.0000
n 2750
Proportion of correct classifications 87.75%

*p <0.05; ** p < 0.01; *** p < 0.001 (two-tailed).

Not only do corporate strategy and the company size exercise a sig-
nificant influence on the existence of a policy on recruitment and
selection, Great Britain, the Netherlands, and Ireland all have signifi-
cantly higher probabilities of explicitly formulating such a policy.
When the economic sectors are taken into consideration, there is a

Table 12.6 Influencing factors of HR policies for employee communication

Chi-square
Variables Direction  improvement  Significance
Company-specific antecedents
corporate strategy + 96.6 0.0000%***
number of employees + 7.8 0.0028**
service sector + ns 0.2682
public sector — 7.2 0.0067**
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Table 12.6 (Cont.)

Chi-square
Variables Direction  improvement  Significance
Country-specific antecedents
France + ns 0.4206
GB + 14.4 0.0000***
Ireland + 11.3 0.0000%***
Netherlands + 9.1 0.0004***
Model chi-square 146.274
p-value 0.0000
n 2718
Proportion of correct classifications 73.51

*p < 0.05; ** p < 0.01; *** p < 0.001 (two-tailed).

higher probability of the public, as compared top the industrial sector,
having a policy on recruitment and selection.

The existence of an employee communication policy is most strongly
influenced by corporate strategy. The company size is another variable
with a significant, though much lower degree of influence. Public sector
organisations have a lower probability of formulating employee com-
munication policies.

Table 12.7 Influencing factors of HR policies for equal opportunity/diversity

Chi-square
Variables Direction  improvement  Significance
Company-specific antecedents
corporate strategy + 56.6 0.0000%***
number of employees + 55.7 0.0000%***
service sector + ns 0.5122
public sector + 442 0.0000%***
Country-specific antecedents
France + ns 0.6913
GB + 576.0 0.0000***
Ireland + 93.6 0.0000%***
Netherlands + 122.3 0.0000%***
Model chi-square 948.733
p-value 0.0000
n 2688
Proportion of correct classifications 80.13%

*p <0.05; ** p < 0.01; *** p < 0.001 (two-tailed).
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In Great Britain, Ireland, and the Netherlands the probability of the
existence of such a policy is slightly higher than in Germany.

Compared to Germany, the probability for an explicit policy on
equal opportunities is significantly higher in Great Britain, the Nether-
lands, and Ireland. In the latter two, however, with a lower explanatory
value. National context seems to have a considerable influence on the
question of equal opportunity/diversity.

Both the corporate strategy and the company size are of significant
influence on the existence of such a policy. Compared to the country-
specific differences, however, these effects are much less influential.

Public sector institutions are more likely to formulate equal oppor-
tunity policies than companies from the industrial sector.

Table 12.8 Influencing factors of HR policies for people management
philosophy

Chi-square
Variables Direction  improvement  Significance
Company-specific antecedents
corporate strategy + 122.6 0.0000%***
number of employees + 32.1 0.0000%***
service sector + ns 0.2543
public sector — 12.8 0.0007 ***
Country-specific antecedents
France — 13.3 0.0000%***
GB — 46.8 0.0000%***
Ireland — 11.0 0.0009***
Netherlands + ns 0.2267
Model chi-square 238.600
p-value 0.0000
n 2688
Proportion of correct classifications 69.46%

*p <0.05; ** p < 0.01; *** p < 0.001 (two-tailed).

The main factor contributing to the presence of a policy on people
management philosophy is corporate strategy. The number of employ-
ees has a small positive effect; activity in the public sector a low
negative influence on the probability of the existence of such a policy.
The implication is that the public sector companies have fewer
people management philosophies than organisations in the industrial
sector.
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Country-specific differences cannot be neglected. Especially British,

but also French and Irish organisations, have significantly fewer people
management philosophies than German ones.

Table 12.9 Influencing factors of HR policies for high-fliers

Chi-square
Variables Direction improvement  Significance
ompany-specific antecedents
corporate strategy + 39.9 0.0000%***
number of employees + 98.9 0.0000%***
service sector — 33.6 0.0000***
public sector — 119.3 0.0000%***
Country-specific antecedents
France + ns 0.6802
GB — 49.3 0.0000%**
Ireland — 7.1 0.0011**
Netherlands — 7.5 0.0063**
Model chi-square 355.554
p-value 0.0000
n 2635
Proportion of correct classifications 67.21%

*p < 0.05; ** p < 0.01; **¥* p < 0.001 (two-tailed).

Public sector institutions have a greatly weaker probability of formul-
ating a policy on high fliers; and service sector companies a somewhat
weaker one. The presence of such a policy increases proportionately in
organisations as the number of employees rises, and it correlates well
with the presence of a corporate strategy. The national context is
important not only in Great Britain, but also the Netherlands and
Ireland have a significantly lower probability of a policy on high fliers
as compared to Germany, the reference category.

DISCUSSION

The question of whether company-specific variables exercise a unified
influence on the European companies surveyed, or whether general
country-specific conditions lead to a divergence in the formulation of
HR policies, cannot be given a universal answer. Each of the HR
policies considered has its own pattern of significant antecedents with
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diverging explanatory value. Statements can only be made with refer-
ence to the individual HR areas.

Table 12.10 Direction and explanatory value (chi-square improvement) of
the significant correlation between organisation-and country-specific
antecedents and HR policies.

Training People
and Recruit-  Employee  Equal manage-
Pay and  devel- ment and commun-  opportunity/ ment High-
benefits  opment  selection ication diversity philosophy  fliers
corporate
strategy +80.5 +83.4 +58.8 +96.6 +56.6 +122.6 +39.9
number of
employees ~ +12.5 +35.8 +21.5 +7.8 +55.7 +32.1 +98.9
service sector  ns —-3.8 ns ns ns ns —33.6
public sector  —4.7 +10.1 +15.6 -7.2 +44.2 —12.8 —119.3
France +10.3 ns ns ns ns —13.3 ns
GB ns ns +51.6 +144 +576.0 —46.8 —49.3
Ireland +4.1 ns +54 +11.3 +93.6 —11.0 -7.1
Netherlands  +12.4 ns +26.8 +9.1 +122.3 ns -7.5

Corporate strategy has a positive influence on the existence of HR
policies. It is the main explanatory factor with the exception of policies
on equal opportunities and high-fliers. Company size is another
independent variable which exercises a positive influence on all of the
HR policies. Compared to the industrial sector, participation in the
service sector has a negative influence on the presence of policies
on training and development and high-fliers, the only HR policies
about which significant statements can be made. While the public
sector diverges from the industrial sector over the whole range of HR
policies, the direction of divergence and the explanatory value differ
considerably from policy to policy. The public sector has a signif-
icantly negative value in regard to the formulation of policies on high
fliers.

National context does not possess any significant explanatory value
for the formulation of policies for training and development. Concern-
ing the formulation of policies on pay and benefits, recruitment and
selection, employee communication, and in particular, equal opportun-
ity/diversity, the results show that outside of Germany there is a
higher probability of the presence of such HR policies. For policies
on people management philosophy and high fliers, on the other hand,
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country-specific differences lead to lower probabilities for the existence
of these policies outside of Germany. In the question of equal oppor-
tunity/diversity Great Britain stands out with its above average relev-
ance. In British companies, as is true in Dutch and Irish organisations,
there is a much higher probability of the formulation of equal oppor-
tunity policies.

In summary, it can be said that corporate strategy and size of
organisation (number of employees) in particular, have a significantly
positive influence on all HR policies. Corporate strategy can be inter-
preted as the main explanatory variable if equal opportunities/diversity
and high fliers are disregarded. Divergence between the economic
sectors exists above all between the industrial sector and the public
sector, with the latter diverging in both directions. Country-specific
influences do not appear in HR training and development, whereas
for the other HR policies a significant, however, in most cases compar-
ably lower improvement in the explanatory value can be seen. Country-
specific variables clearly outweigh company-specific variables only in
the area of equal opportunity policy. It is not surprising that country-
specific difference are of special importance in the question of equal
opportunities, as national culture and legislation strongly influence this
HR function.

Figure 12.4 is an attempt to systematise the HR policies according to
the dominant antecedents (country vs. company-specific) measured by
the explanatory value. A classification outside of the intersection does

Antecedents for Human Resource Policies
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not mean that other influences can be excluded, but that these other
(above considered) influences are of minor significance for the explana-
tion of the dependent variable.

CONCLUSION

The major insight of this contribution is that in the European context
HR policies cannot be explained by polarising the discusion and by
focussing exclusively on organisation-specific or country-specific ante-
cedents. Results also show that organisation-specific antecedents exer-
cise the dominant influence. This holds true especially for training and
development and to a lesser extent also for pay and benefits, employee
communication, people management philosophy, and high fliers. Pol-
icies on recruitment and selection are decisively influenced by antece-
dents from both categories. The very high explanatory value of
national context for the existence of policies on equal opportunity/
diversity is not surprising.

Following Child (1981), De Cieri (1996) and Adler (1997) these
results confirm the thesis that organisations have a tendency toward
convergence, while the differences in the behaviour of the organisation
members continue to exist. Whereas the socio-cultural influences shape
the question of equal opportunities and its effect on the behaviour of
the organisation members, the other HRM areas reveal much more
unified practices.

An interpretation of the convergence—divergence paradigm as a con-
tinuum seems appropriate, taking into account that the various HRM
areas need to be considered in a differentiated fashion.
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13 Human Resource
Management in Bulgaria:
Hot Problems during the
Transition to a Market
Economy

Elizabeth Vatchkova

INTRODUCTION

This chapter examines some of the key challenges faced by Bulgarian
organisations in the HRM area during the transition from a centralised
planned economy to a market one. It therefore offers an analysis of the
changing nature of HRM which is accompanying the other major
social and economic changes characteristic of Bulgaria.

Companies in Bulgaria which have been under transition for 7 years,
have been forced to understand, launch and execute the real rules of the
global market. Most of the companies had to be transformed urgently
in order to meet two general requirements: (1) the force of the
international markets and competitors; and (2) the internal process of
privatisation. Individuals have had to adapt a new, quite different
reality, and have had to jettison, the economic and social security
provided for under socialism.

The transition to a market economy in Bulgaria is taking place under
conditions of continuous economic, political and social crisis. Its sharp-
ening in January—February 1997 resulted in the decision to introduce a
currency board as a tool for limiting and neutralising the destructive
tendencies in the economy of the country. In the last 7 years Bulgaria
has been characterised by:

1. A decrease in GDP: In 1996 it was 10.9 per cent less than the GDP of
the previous year. The registered decrease is the greatest for all the
years of transition and contributes considerably to the total decrease
of 22.9 per cent since 1990. Measured solely on this index, Bulgaria

267
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stays behind all other countries in transition and it is the only one
among them that recorded a decrease in GDP in 1996.

2. High inflation rates: The unstable acceleration and slowing down of
the inflation rates through the period 1990-96 reached an all time
high of 700 per cent in 1997, at the beginning of which the country
entered into an inflationary spiral. Inflation in Bulgaria is higher
than in the other countries in transition for the last 2 years. Despite
expectations to the contrary, inflation remains high. From the begin-
ning of the year up to August the inflation rate was 578 per cent.

3. Increase in unemployment: Falls in the numbers employed reached
their highest values in 1993 and continue at around 14 per cent. The
introduction of the currency board brought with it a new wave of
unemployment. People have been let go from organisations facing
financial crises and from liquidated inefficient enterprises, the speed
of whose closures is governed by obligations to the international
financial institutions. Workers are laid off because of the extremely
dangerous working conditions in some branches of production.
Other factors include an increased labour supply and a reduction
in unemployment insurance benefits, cuts in insurance payments for
graduates and a tightening in the control on the price of labour.

4. Decrease in living standards and a worsening of the quality of life of
the Bulgarian citizen: As a whole, the conditions for reproduction
and realisation of HR have worsened during the transition period.
The real income per capita has reduced 65.6 per cent for the period
1990-96. According to information of the Institute for Social
Research, 21 per cent of the households were below the social
minimum in 1992, compared to 85 per cent in the middle of 1997.
In June 1997 the cost of living is 4.5 times higher than the minimum
wage. Statistical data highlight that food expenses represent more
than half of all the individual likely expenses.

HRM in the organisations is being carried out in very complicated
conditions and in a highly dynamic macroenvironment:

e Organisations are facing continous change, as a result of amend-
ments to the legislation and regulation of business activities, changes
of ownership, activities, markets, and changes in the conditions and
regime of work.

e Currently, there is an aggravated motivation climate as a conse-
quence of job cuts, forced outages, irregular payments, and cuts in
the social programmes.
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e There have also been changes in the managerial staff of the enter-
prises, often caused by political problems and non-consideration of
the education criteria, of experience in the field and quality of
performance.

e Recent years have witnessed an increased number of conflicts among
staff and intensified distrust in the institutions.

e There is an insufficiency and absence of management preparation
for accepting and implementing the changes in the organisations,
lack of flexibility, domination of bureaucratic and administrative
approaches in company management.

Overall therefore, HRM in Bulgaria in the transitional period is being
carried out in difficult conditions.

In a search for adequate managerial approaches in the complicated
conditions of the transition in Bulgaria, a representative survey of the
state of human resource management in the organisations under the
methodology of Cranfield—Price Waterhouse was conducted in 1996
when Bulgaria joined Cranet-E. The main goal of this survey is, on the
basis of comparison with the trends, approaches and methods, of HRM
in the developed European countries, to reveal the potential opportun-
ities and prospectives for improvement of HRM in the Bulgarian
organisations.

MAIN FINDINGS
Structure of HRM

The studying of the Subject of HRM in the Bulgarian organisations
shows, that in their managerial structure the position of the HRM
department/manager has not been appraised. Although the organisations
that have a HRM department/manager are prevalent (72 per cent of the
respondents), in comparison with the other European organisations
(Executive Report, 1995), excluding Finland, the share of Bulgarian
organisations where a HRM function does not exist is the biggest.
During the last three years the dynamics of these units have remained
low. A majority have not changed their numbers and staff qualifica-
tions, although those surveyed themselves do point out that big
changes that have taken place in the organisations.

An analysis of HRM, its position in the company and its activity
shows some positive trends concerning the structure of these units:
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e The relative share of the women employed in HRM departments in
Bulgaria is greater than in most European countries.

e There is a high percentage of professionals operating in the field.

e Comparatively, a great number of Bulgarian organisations system-
atically evaluate the performance of the personnel department.
HRM activities are an object of higher interest in the enterprises
where they exist.

The main responsibility for the decisions on personnel management
in 60 per cent of the Bulgarian organisations rests with the chief
executives, followed by the administrative directors — 22 per cent
and the production directors — 5 per cent. The participation of the
line managers in HRM follows the European trend, and is increasing.
Almost 50 per cent of the surveyed organisations state, that line
managers are mainly responsible for taking the decisions associated
with: pay and benefits — in 48 per cent of the surveyed organisa-
tions, industrial relations — 42 per cent, training and development of
the staff — 49 per cent, workforce expansion/reduction — 38 per cent,
recruitment and selection — 33 per cent, and health and safety — 27 per
cent.

In Bulgaria the line managers carry much more responsibility for
decision-making in the whole spectrum of problems connected with
HRM, compared with the ones in the rest of the European countries.
The increase of their responsibilities in the last years is also highly
significant.

The strengthening of the strategic aspects of management, typical of
Western European economies, is proving difficult in Bulgaria — only 25
per cent of respondents have written corporate strategies, and 22 per
cent non-written.

The low level of application of corporate missions and strategies in
Bulgarian organisations management is a fact that can be explained by
a range of circumstances. The unpredictable, sometimes illogical events
at the present era are factors that do not contribute to the ‘strategic
tuning’ of managerial teams. The lack of governmental strategy for
transition towards a market economy, for structural reform and of
priorities for its fulfilment, as well as the sharp changes of the legal
regulation of business explain the disinclination for formulating mis-
sions and strategies.

Another explanation for the lack of strategic approaches and tech-
niques in managerial practice relates to the pace of altitudinal change.
According to Boeva’s (1997) research the main characteristics of the
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Bulgarian management pattern in the conditions of market transition
are the following:

e the prelevance of short-run, operative management;

e a production- rather than a market-oriented management;

e the dominance of centralised management at the expense of the
decentralised;

e the low popularity of team work;

e a rejection of planning in the early years of transition;

e a nihilistic attitude towards knowledge as a source for management.

Other causes for the low level of strategic management and the
limited participation of the experts in HRM in the development of
strategies relate to a lack of managerial self-confidence and the pre-
valence of a sense of temporary participation in the managerial team.
The interviews held with experts in HRM clarify, to a great extent, the
causes of their lack of motivation for participation in formulation of
strategies. The experts in HRM consider themselves the most risky
group when there is downsizing.

Many of the firms, which do not have written corporate strategies,
nevertheless, have HR strategies or policies for separate parts of it.
Popular among them are policies relating to: pay and benefits, the
training and development of the staff, recruitment and selection of
the staff and communications between the employees.

A positive tendency in the management of Bulgarian enterprises is
the relatively high popularity of written strategies for HR — they exist in
31 per cent of the surveyed organisations (in 38 per cent they are non-
written). Written strategies for HR are developed in Bulgaria as fre-
quently as in the French firms and more often than in the enterprises in
Eastern German provinces (21 per cent), Hungary (26 per cent), West-
ern German provinces (25 per cent) and Italy (27 per cent).

Another positive tendency relates to the development of organisa-
tional policies for separate aspects of activities relating to: payment and
benefits (75 per cent); training and development of personnel (58 per
cent), recruitment and selection (56 per cent), employee communica-
tions (46 per cent), equal opportunities (18 per cent), philosophy of
people management (18 per cent) and ‘high-fliers’ (19 per cent).

A third positive tendency is that more than half of the Bulgarian
organisations which have strategies in the area of HRM report that
they are translated into work programmes, with fixed deadlines for
completing the events.
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The head of the personnel/HRM function has a place on the main
board of directors in only 32 per cent of cases — one of the lowest
degrees of participation, when compared with other European coun-
tries. Rarely are the HR mangers involved in developing the company
strategies from the outset. More typically, they are involved most
actively in the implementation stage.

Staffing practices

Many of the decisions on staffing practices in Bulgarian organisations
in recent years are taken within the context of difficult external pres-
sures. Managerial teams have limited options, and the space for seeking
out effective solutions is small. Very often they are subordinated to
political reasons, which have tended to take centre stage.

The dynamics of employment in the period 1994-96 show that in the
bigger part of the surveyed organisations the number of employees has
decreased in 40 per cent of the organisations surveyed. The factors at
play here are undoubtedly the deep economic crisis and the unemploy-
ment that accompanies it. The data suggest that in a majority of the
surveyed organisations the decrease of the workforce is a result of
natural wastage, recruitment freeze, compulsory redundancies and
early retirement.

In relation to selection mechanisms, the most common approaches
are: application forms — in 49 per cent of the organisations, one-to-one
interviews — 36 per cent, and references — 17 per cent of the companies
surveyed. The aptitude tests, interview panels, psychometric and gra-
phology tests are used significantly less. The Assessment Centres also
have little popularity. They are used by only 1.4 per cent of the
organisations surveyed.

As a whole, flexible staffing in all its forms is significantly less
popular in Bulgaria than in the other European countries. According
to the results from the survey, despite its high popularity elsewhere and
the undoubted advantages that it offers, it is only used in a minority of
cases in Bulgaria. Some of the flexible working practicies applied across
European countries are not implemented within Bulgarian organisa-
tions mainly because of the lack of legal regulation. Some flexible forms
are still the subject of informal arrangements. With regard to this there
is the biggest gap to be closed between other Bulgaria and European
organisations. Presently the most popular mechanisms are: the fixed-
term contracts, shift work and temporary/casual work (see Appendix,
Figures 13A1.1-13ALS5).
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The difficult dynamics of the period of transition to a market eco-
nomy, in Bulgaria require activation of the education, qualification and
training activities of the personnel. The survival of the organisations to
a large extent depends on the qualities and adaptiveness of the work-
force, as well as on the ability of the managerial teams to develop and
apply flexible strategies for the training and development of the
employees. A majority of those surveyed state that the main and most
hard to resolve problems they encounter daily are caused by the gap
between the contemporary skill’knowledge requirements of the organ-
isation and the real ability and performance of those employed.

Training and development

The survey highlights that a majority of the surveyed organisations
ascribe a significance to training and development activities. More than
half of the respondents have policies for training and development (58
per cent). The Bulgarian companies, despite their limited financial
resources, are currently third biggest spenders after France and Swe-
den, in terms of the percentage of the annual wages and salaries bill
spent on training and development activities.

The perceived priorities for the future differ from those in the other
European counties. The respondents suggest that the following areas
will prove important over the next 3 years: computers and new tech-
nologies (56 per cent); marketing and sales (52 per cent); quality man-
agement (52 per cent); management and supervision of the staff (49 per
cent); customer service skills (47 per cent); strategy formulation (42 per
cent); business administration (34 per cent) and health and safety of the
work environment (30 per cent). The skills associated with strategy
formulation are not highly valued, thus there is a lower than expected
interest in this area. In comparison with other European countries, in
Bulgaria the importance of management and supervision as a training
area is undervalued as well.

Compared to all other European countries, the Bulgarian organisa-
tions are well behind in the assessment of employee training needs.
They are systematically analysed in only 42 per cent of the surveyed
orgnisations. Where it is done, the most commonly used methods are:
management requests, training audits and employee requests to be
trained. The analysis of projected business/service plans and perform-
ance appraisal are methods less frequently employed.

Half of the surveyed organisations suggest that they are monitor-
ing the effectiveness of the actual training given. The preferred
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methods here are: informal feedback from line managers, formal
evaluation immediately after training and informal feedback from
trainees.

Generally therefore in the field of training, education and qualifica-
tion, there is little by way of substantial evidence which suggests the use
of a more systematic approach. Its potential is not perhaps as of yet
fully understood and this is one of the directions where most effort
must be put in order to reach a higher level of effectiveness in the
training HRD area.

Payment

The trend towards the individualisation of payment as a tendency is
observed in Bulgarian organisations also. Bulgaria is among that
group of countries most often (in 65 per cent of the surveyed
organisations) applying schemes of individual merit performance
pay. Relative to other European countries, Bulgarian and Dutch
organisations are the most likely to have increased variable pay.
For all categories of staff, group bonuses are used most commonly as
a means of differentiating pay. The data show that the strategies
for linking the results with pay have most commonly been
introduced in the period 1991-93 and revised more laterly in the period
1994-95.

The systems for performance assessment, nevertheless, are not yet
widely applicable. Where they are used, they apply to all the different
staff categories to some degree: manual staff, professional/technical
staff, clerical staff and mangers. However, the low level of take-up
would seem to suggest that they do not, as of yet, believe that it was
any significant role to play in motivating employees. Many Bulgarian
organisations do, however, use their customers as the means of assess-
ment — in 28 per cent of the cases — which is the highest value for all
surveyed countries.

Communications

The results of the survey show that in common with their European
neighbours, many Bulgarian organisations are currently devising strat-
egies and policies for development of communications (in 46 per cent of
the organisations surveyed written communication policies exist. Con-
versely, in 24 per cent of cases they remain unwritten, while in 15 per
cent of cases no such policies exist).
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Practice shows, however, that qualitative and quantitative changes to
business communications are not occurring. In the majority of the
surveyed Bulgarian organisations, during the past 3 years the methods
used for communicating with the employees on major issues have not
changed. There is no evidence of the introduction of more democratic
communication methods. The use of verbal methods has increased the
most, followed by communication through written methods, team
briefings and representative staff bodies. Less common are increases
in the use of video (the increase is in only 2 per cent of the organisa-
tions), computer and electronic systems (increases have been reported
by 10 per cent of the organisations). The use of joint management/
employee consultative committees and work committees has increased
at half the pace reported in Finland, France, Holland, Belgium and
Denmark. The formal briefing of managerial and administrative teams
on strategic and financial problems in the companies are one of the
lowest in the surveyed European countries.

CONCLUSIONS

The results from the survey provide the possibility of highlighting a
number of key areas in which effort will likely have to be made in
order to speed up the process of transition to a more modern type of
HRM.

On one hand, those surveyed highlight a number of key challenges in
the HRM area that they will face over the next 3 years: personnel
training and development, recruitment and selection and pay and
benefits. On the other hand, the areas where Bulgarian managerial
methods and practices fall behind those of the developed European
countries show more precisely the necessary directions for future devel-
opment. Most urgently efforts are needed for:

e the reconstitution of the subject of HRM and for gaining greater
approval of its role and functioning in Bulgarian organisations;

e the active participation of the HR manager in the development of
the organisational strategies;

e the widespread introduction of contemporary techniques and meth-
ods for recruitment and selection of the staff;

o the diffusion of flexible staffing practices in all its forms;

e the introduction of a more systematic approach to the education and
qualification of the staff;
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e the endorsement of the practice of performance appraisal and the
introduction of modern methods for assessment;

e the modernisation of the methods and techniques for business com-
munications.

The practical development of these areas will provide the possibility of

building more effective systems of HRM and will likely assist in the
future development of business in Bulgaria.

APPENDIX
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14 Human Resource
Management in Australia:
Towards a New Metaphor

Robin Kramar

INTRODUCTION

There are extensive reports of major changes in methods of management
and employment policies throughout industrialised countries during the
1980s and the 1990s. Intense international competition and the inter-
nationalization of labour markets have reportedly encouraged innova-
tions in the way work is organized and the way people are deployed
and managed (Sisson, 1989; Blyton and Turnbull, 1992; Storey, 1992;
Sparrow et al., 1994; Kitay and Lansbury, 1995; Locke, et al., 1995;
Centre for European Human Resource Management, 1997). It has been
argued these changes constitute a new approach to the management of
labour. This approach has been labelled ‘human resource management’
and it is said to have replaced a ‘personnel management’ and /or an
industrial relations approach to management (Mahoney and Deckop
1986; Dowling, 1990; Beaumont, 1991; Guest, 1991; Storey, 1992).

This chapter examines the extent to which the management of labour
has changed in Australia during the 1980s and 1990s. It assesses
whether these changes constitute a new approach to the management
of labour and the degree to which the changes constitute an approach
that is consistent with a HRM approach. The chapter also explores the
factors which have encouraged these developments.

APPROACHES TO EMPLOYMENT MANAGEMENT

A number of models or typologies (Tichy et al., 1982; Beer et al., 1984;
Beer and Spector, 1985; Walton, 1985; Hendry and Pettigrew, 1986;
Kochan et al., 1986; Purcell, 1987; Guest, 1991; Storey, 1992; Kochan
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and Osterman, 1994) have been developed to conceptualise, different
approaches to labour management and to describe changes in labour
management approaches during the 1980s and 1990s. Although these
typologies differ in their specific characteristics, it is possible to classify
older generic typologies and more recent generic typologies in terms of
the root metaphor on which the models are based (Dunn, 1990). The
root metaphor imputes ‘meaning’ to patterns of behaviour, which inc-
lude ‘philosophies’, guiding principles (Legge, 1995, p. 32) and values.

The metaphors which describe the old generic typologies involve two
components. The first component involves industrial relations issues
and this has been conceived as warfare between trade unions and
employers (Dunn, 1990). The second component involves a metaphor
of the management of individuals in a day-to-day administrative way
and in terms of legal compliance. The metaphor which describes the
essence of new generic typologies is a process of partnership a new
reality which involves processes of organisational and individual
change. This metaphor of partnership places labour management as a
central strategic management issue.

A common label for the old typologies is ‘personnel management
and industrial relations’, while a common label for the new typologies
is HRM. These typologies differ in their assumptions, timeframe, the
roles of senior, line and specialist HR managers, the presence and role
of trade unions and the nature of the policies used for managing
labour. Table 14.1 details the characteristics of these two typologies.
The characteristics in this Table have been organised into five groups:
strategic approach to labour management; managerial responsibilities;
bargaining, trade unions and communication; key levers for managing
labour; and assumptions.

These typologies of personnel management and HRM are being used
as stereotypes to describe bundles of employment policies and prac-
tices. It is unlikely an organisation will use all of the policies and
practices in a particular typology, and there could be difficulties asso-
ciated with locating an individual organisation within a typology.
However, the construction of the typologies assumes a sufficient num-
ber of policies will exist to reflect a particular metaphor. Similarly,
these typologies are built on the assumption that the ‘rhetoric’ of the
formal, written policies are more often implemented than not and that
they represent actual behaviour in the workplace. This assumption does
not preclude the possibility of failure to implement some policies in
some organisations. The typologies are used as a way of describing
changes in employment policies in Australia.
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Table 14.1

Human Resource Management in Australia

Typologies for approaches to labour management

Assumptions

Personnel management
and industrial relations
management

HRM

Role of conflict

Contract

Rationale for action

Main managerial
task

Strategic approach
Time frame

Planning

Evaluation of labour
management
function

Behaviour referent

conflict inherent in
employment relationship

clear delineation of
employment contract

procedures are the
rationale for action

monitoring
short-term
reactive, ad hoc

Cost minimalisation;
avoidance of down time

norms, customs and
practice

Managerial Responsibilities

Role: senior
managers

Role: line managers

Role: Specialist HR
managers

Bargaining, trade
unions and
communication

concerned legal
compliance; cost
minimisation

advise HR managers
about needs

undertake employee
management

trade unions are present
and involved in
negotiation of wages and
conditions; involved in
communication between
employers and
employees

differences can be
minimised and managed
aim to go beyond
contract, ie discretionary
effort

‘business need’, the
rationale for action

fostering partnership

long term

proactive, strategic,
integrated

maximum utilisation

values, mission

consider labour
management issues as
part of the development
of strategy

undertake labour
management activities as
part of role

provide advice to line
managers and senior
manager; manage culture
and organisational
change

limited presence and
role; limited role in
communications between
employers and
employees; role as
worker advocates and
service providers
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Key levers for managing labour

Pay

Labour-management

job value/evaluation/
grades; as per awards
and collective
agreements

collective agreements
and awards; national
standards

performance based;
based on individual/team
performance

individual contracts;
certified agreements;
‘brokered’ agreements;
enterprise focus

Job design division of labour teamwork
Conflict temporary truces manage culture
Communication restrict flow increased flow

Training and

ad hoc

systematic; linked to

development business needs

Monitor ad hoc, trait based integrated with business

performance needs

Job tenure ‘life’ according to business
needs

Career vertical in one or small vertical, horizontal, a

number of organisations

number of occupations
within many
organisations

Sources: Guest, 1987; Boxall and Dowling, 1990; Storey, 1992; Legge, 1995.

DEVELOPMENTS IN LABOUR MANAGEMENT IN

AUSTRALIA

A number of studies (Callus et al., 1991; CCH Australia Ltd, 1995;
Department of Industrial Relations, 1995; Sheldrake and Saul, 1995;
Kramar and Lake, 1997, Morehead et al., 1997) that examine changes
in labour management practices in Australia reveal that there have
been significant changes in employment practices. These main features
of these studies are described in Appendix I. They indicate there has
been a change in the approach to labour management. They show the
development of a long-term, strategic approach to labour management
in many organisations, a change in the role of senior, line and HR
managers in labour management, a change in the level of bargaining, a
declining role for trade unions, more widespread use of direct
communication with employees, the increasing use of performance
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based pay, teamwork, flexible employment practices, systematic linking
of performance appraisals and training and development to business
needs.

Strategic approach to labour management

A number of characteristics identified as part of the HRM approach
indicate a strategic approach to labour management. These include the
existence of mission statements, corporate and HR strategies,
programmes to operationalise these strategies and evaluation of the
HR department in terms of the utilisation of labour. A decade ago
Stace stated (1986, pp. 1-2) that an ‘increasing number of organisations
in Australia are consciously linking HR strategies’ and ‘placing a great
deal of importance on developing and maintaining the workforce
behaviours and characteristics necessary to achieve organisational
mission’. This strategic linking of employment policies to organ-
isational needs has become more widespread (Deery and Nash, 1988;
CCH Australia Ltd, 1995; Kramar and Lake, 1997). It is reflected in
the widespread use of mission statements, corporate strategies and HR
strategies. In 1996 more than 95 per cent of organisations employing
more than 200 employees had a mission statement, 94 per cent had a
corporate strategy and 84 per cent had a HR or personnel strategy. Of
those organisations with either a written or unwritten strategy almost
84 per cent had translated these into HR programmes (Kramar and
Lake, 1997). This suggests an approach in larger organisations that is
consistent with the planning, timeframe and behaviour referent char-
acteristics of an HRM approach rather than a personnel and industrial
relations approach to labour management.

It is not possible to adequately assess the changes in the way the HR
department is evaluated in terms of the criteria in Table 14.1. However,
it appears, where departments are evaluated in Australia, there could
be some concern with both cost and the maximum utilisation of
labour. In the Cranet-E study of the 61 per cent of organisations that
systematically evaluated the performance of the HR department, the
most commonly used criteria for evaluation in 1996 were performance
against objectives, feedback from line management and performance
against budget (Kramar and Lake, 1997). The use of these criteria
could suggest concern with cost minimisation, performance against
budget, as well as a concern with the maximum utilisation of labour
through feed back from line managers and performance against
objective.
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Managerial responsibilities

In many organisations the responsibilities for labour management are
being redistributed between senior managers, line managers and HR
managers. HR managers and line managers share responsibility for
policy decisons in most labour management arcas. HR managers are
more likely to take responsibility in the areas of industrial relations,
pay and benefits and, to a lesser extent, occupational health and safety
(Kramar and Lake, 1997; Morehead et al., 1997).

The responsibility of line managers increased in many areas in the
first half of the 1990s. This was particularly the case in areas of
occupational safety and health (53 per cent of organisations reported
an increase in line managers’ responsibility ), training and development
(50 per cent reported an increase) and recruitment and selection (44 per
cent reported an increase). There has not been as great an increase in
the responsibility of line managers for industrial relations and pay
decisions (Kramar and Lake, 1997). There is some discrepancy between
these results and the findings of Morehead et al. (1997, p. 86) who
report that ‘there were few notable changes in the ability of first line
supervisors to make decisions on employee relations matters between
1990 and 1995, except for a small increase in decision-making with
regards to levels of overtime and a decrease in regard to dismissals’.
However, this discrepancy could be partially explained by the different
time frames, samples and the issues examined as employee relations
decisions/ responsibility.

As suggested by Table 14.1, a HRM approach would be indicated by
senior management considering HR issues as part of strategy develop-
ment and involving HR managers in this process. Senior HR executives
are not well represented on the boards of companies. This occurs in
only 40 per cent of organisations with more than 200 employees.
However, in 47 per cent of organisations the Human Resource depart-
ment is involved in the development of corporate strategy from the
outset, while 31 per cent are consulted during the process of develop-
ment.

Unfortunately it is not possible to determine from the surveys specif-
ically the extent to which HR practitioners provide expert advice to line
managers and senior managers. It can be inferred from the above
discussion about their involvement with line managers and senior
managers that HR managers are providing specialist advice. They
also appear to have long-term experience in the labour management
area, with 53 per cent of HR managers spending 10 or more years
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working in a specialist labour management area, and about 70 per cent
being recruited from a specialist HR function. Most hold specialist
qualifications. Almost two thirds of the HR managers in organisations
with 200 or more employes hold a university degree and two-thirds of
these are in disciplines such as business, economics, social sciences, the
humanities and the law (Kramar and Lake, 1997).

Bargaining, trade unions and communication

The practice of enterprise bargaining which involves negotiating
employment conditions and wages at the enterprise level is widespread.
It has been used in an increasing number of workplaces during the first
half of the 1990s (Department of Industrial Relations, 1995; Morehead
et al., 1997). In 1995 enterprise bargaining was widespread in all
industry groups except in service industries including wholesale and
retail trade, community, personal, accommodation, cafe, restaurant
and property and business services (Department of Industrial Rela-
tions, 1995; Morehead et al., 1997). Enterprise bargaining was more
common in larger, unionised workplaces and those covered by federal
awards. Particularly high levels occurred in the public sector, in utilities
and communications services (Department of Industrial Relations,
1995; Morehead et al., 1997).

Direct methods of communication between management and
employees were increasingly used, while trade unions were less fre-
quently used as a means of communicating with employees. In 1996
almost three-quarters of organisations had joint consultative commit-
tees and 4 out of 10 of these committees had been established in the
period 1993 to 1996. During the same period more than 60 per cent of
organisations had increased their use of team briefings, computer/elec-
tronic mail systems, direct written and direct verbal means of commun-
ication. At the same time almost 28 per cent of organisations reported a
decrease in the influence of trade unions (Kramar and Lake, 1997).
This finding is supported by Morehead et al. (1997, p. 335) who state
that during the first half of the 1990s ‘unions lost influence at the
workplace level, both through a declining presence and where present,
a declining level of overall activity’.

Key levers for managing labour

The surveys highlight that a number of policies have been used to
improve productivity and facilitate change management. These include
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the increasing use of performance appraisals, greater flexibility in
employment practices, job redesign, organisational development, cul-
ture change, employee consultation, the introduction of new techno-
logy and equipment, organisational restructuring and employee surveys
(SCG, 1986-95; Callus et al., 1991; CCH Australia Ltd, 1995; Kramar
and Lake, 1997; Morehead et al., 1997). ‘Organisational change is now
a common feature for a majority of workplaces’ (Morehead et al., 1997,
p. 239).

The use of performance appraisals is a central part of a HR approach
to management. In 1992, 40 per cent of organisations indicated that
they used performance appraisals for some staff (CCH Australia Ltd,
1995, pp. 3-800). Cranet-E (1996) found a much greater use of
performance appraisals, especially among management staff and pro-
fessional/technical employees. About 90 per cent of organisations used
appraisals for these staff, while more than three quarters of the organ-
isations used them for clerical employees and almost half for manual
workers (Kramar and Lake, 1997). Morehead et al. (1997) also found
an increase in the use of performance appraisals, particularly in the
electricity, gas and water supply, accommodation, cafes and restau-
rants, government administration, and health and community services.
They found the use of formal performance appraisals was highest in the
finance and insurance industries.

Unfortunately, it is not possible from these surveys determine the
nature of the appraisal system used. However, the CCH survey found
an increasing use of Management by Objectives (MBO) systems
between 1985 and 1995. During this period, the percentage of
organisations using this form of assessment increased from 52 per
cent to 64 per cent (CCH Australia Ltd, 1995, pp. 12-700). It
also found universal involvement of employees in the assessment pro-
cess.

One of the most notable developments has been the increasing use of
flexible employment practices. During the last decade the number of
workers on either flexible employment contracts or flexible working
hours, such as part-time or casual employment, has increased by almost
41 per cent. Casual employment covers employees who are excluded
from non-wage benefits and are engaged as and when their labour is
needed by the business. They are similar in many respects to the
category of temporary worker in Europe. The incidence of part-time
and/or casual work is increasing across all industries, occupations and
for a variety of groups in the Australian labour market. However,
younger and older workers, and women in sales and clerical
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occupations, are most likely to be engaged on the basis of flexible
working arrangements (Burgess and Strachan, 1997).

The growing use of these flexible working practices is suppported by
the Cranfield survey in Australia. In 1996, 59 per cent of organisations
reported increasing their use of part-time employment during the
previous 3 years. More than half the organisations increased their use
of temporary/casual employment, fixed term contracts and
subcontracting/ outsourcing arrangements. During the same period,
42 per cent of organisations increased their use of flexible
working hours and 41 per cent increased their use of job sharing
arrangements.

Another development has been the use of policies which facilitate
working outside the employer’s workplace. More than one in four
organisations increased their use of home-based work and almost one
in six increased their use of teleworking. The majority of organisations,
however, still do not use these policies, and when they are used, they are
available for only a small percentage of employees, usually less than
1 per cent (Kramar and Lake, 1997).

Labour market efficiency has also been sought through increased
task flexibility. Between 1993 and 1996 many organisations redesigned
jobs so they were wider and more open-ended. This was most evident
for clerical and managerial staff. Of all organisations 56 per cent
reported redesigning the work of managers and clerical staff so it was
more open-ended and flexible. Almost as many organisations had
redesigned the work of professional staff (49 per cent) and manual
workers (42 per cent) so it was more flexible.

The research by Sheldrake and Saul (1995) found major changes in
the work and job design of first line supervisors. They found that there
had been a shift in their role from ‘cop to coach’. This required a
significant increase in leadership, communication, interpersonal and
learning competencies. It also required them to be more proactive
and resourceful problem solvers.

The increasing use of flexible working practices is similar to the
trends in many European countries, particularly the United Kingdom.
Although there are some differences in the actual extent of the increases
in Australia and the United Kingdom, the greatest increases in both
countries involved the increased use of part-time work, temporary/
casual work, fixed-term contracts and subcontracting/outsourcing.
Among OECD countries, Australia has recorded one of the highest
growth rates in part-time and casual employment during the last 10
years (OECD, 1996).
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In the first half of the 1990s methods of pay changed for many people
in Australia. Increasing use was made of individual contracts, particu-
larly in the property, business and mining industries. While awards
were still common, there was a decrease in the award coverage of
workplaces between 1990 and 1995 from 98 per cent to 96 per cent
(Morehead et al., 1997, pp. 205-30).

Pay for performance schemes became more common among organ-
isations employing more than 200 employees between 1993 and 1996.
About one-third of organisatons increased their use of variable pay and
about one-quarter increased their use of non-monetary benefits. Man-
agerial, professional and technical staff are most likely to receive
merit-pay and other forms of pay for performance. Almost two-thirds
of Australian organisations provide a merit-based scheme for their
managers, while more than half provide this for professional/
technical staff. Although clerical/administrative and manual staff are
less likely to receive merit pay, almost 40 per cent of organisations
provide merit pay for clerical/administrative staff and more than one in
five organisations provide merit pay for manual staff (Kramar and
Lake, 1997).

It is not possible from the surveys to assess the change in career
paths, job tenure and the nature of training and development. How-
ever, Morehead et al. (1997) reveal that the extent of training received
by all occupational groups increased between 1990 and 1995. In 1990
58 per cent of workplaces provided training and by 1995 this had
increased to 68 per cent of workplaces. Professionals/paraprofessionals,
technical staff and managers are more likely to receive training than
clerical and manual employees (Kramar and Lake, 1997; Morehead et
al., 1997) with about 70 per cent of the first group of employees
receiving more than three days training compared to about 50 per
cent of manual and clerical employees (Kramar and Lake, 1997).

These developments reflect a change in the approach to employee
management. Morehead ez al. (1997, p. 331) report that ‘there were
often quite substantial changes in the way workplace relations were
conducted’ during the first half of the 1990s. Trade unions were less
active in regulating employment and management were more likely to
replace ad hoc and informal methods of employee management with
methods which codify the relationship. These changes indicate a trend
towards labour management practices which are consistent with a
human resource management approach to labour management.

It is not possible to assess from the surveys the assumptions under-
lying the nature of labour management, nor is it possible to explicitly



290 Human Resource Management in Australia

assess whether management is developing partnerships with labour
rather than monitoring. However, an examination of the legislative,
industrial and policy factors which have contributed to these changes
provides an understanding of the factors which encouraged these devel-
opments and also an assessment of the assumptions underlying the
employment relationship.

THE CONTEXT OF THE CHANGES

Australian governments, employers and many trade unions have sup-
ported a variety of reforms in the labour market as a way of making the
market more efficient and internationally competitive. Since the early
1980s there has been a debate in Australia about the need for reform of
industrial relations and employment practices and outcomes so that
they promote productivity and efficiency (Dabscheck, 1995). One of
the ways employers’ groups and the federal government have sought
to improve productivity is through the encouragement of the nego-
tiation of employment conditions and wages at the enterprise level
rather than the national level (Business Council of Australia, 1989;
Department of Industrial Relations, 1995). These parties argued
the centralised industrial relations system produced inefficiencies
through the existence of multiple award coverage (Business Council
of Australia, 1989; Hilmer, 1989), the proliferation of occupation-
ally based unions, the ‘flow on’ of wage increases through an industry
or occupation and the creation of narrow inflexible job structures
(Drago et al., 1992). Trade unions, particularly the peak body, the
Australian Council of Trade Unions (ACTU) through its adoption of
‘strategic unionism’ and the various Prices and Incomes Accords
(Accords) struck with the Australian Labour Party which became
government policy also supported the concept of labour market
reforms.

The Accords represented a new approach to wage determination and
social policy. The approach sought to promote consensus, rather than
conflict through industrial relations arrangements by developing an
incomes policy which encompassed prices, wages, incomes, non-wage
incomes, taxation, social policies and labour market principles such as
industrial democracy and equity. The Accords indicated attempts to
promote a new spirit of co-operation between trade unions and
employers. They also represented a trade off of pay rises for non-
income benefits, such as superannuation.
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In 1987 the focus in federal industrial relations began to shift to
enhance enterprise bargaining. At the same time there was an attempt
to grant wage increases on the basis of productivity increases, rather
than on the basis of cost of living increases and/or in response to
increases in other industries and occupations. The introduction of the
Structural Efficiency Principle (SEP) provided for wage increases on
the basis of efficiency improvements resulting from changes in work
and management practices, the reduction of demarcation barriers and
improvements in training (Deery, 1995). Subsequent decisions of the
Industrial Relations Commission (AIRC) further supported the
achievement of enterprise improvements in productivity and efficiency
through formal union—-management agreements.

Federal and state governments have enacted legislation to encourage
enterprise bargaining and the negotiation of employment conditions,
such as flexible working arrangements which foster the efficient opera-
tion of the organisation. In 1993 the federal government enacted the
Industrial Relations Reform Act. This Act was designed to facilitate the
spread of enterprise agreements and to limit the role of the AIRC to
one of assisting the parties to bargain in good faith using the process of
conciliation, rather than the more interventionist role of arbitration. It
sought to protect employees’ interests by maintaining and strengthening
the award safety net and introducing minimum entitlements (Depart-
ment of Industrial Relations, 1995, p. 3). As a consequence of the Act,
the AIRC reviewed its Wage Fixing Principles in 1994 and established a
Statement of Principles which gave priority to enterprise bargaining.

The move to enterprise bargaining and enterprise agreements was
further enhanced with the introduction of the Workplace Relations Act
1996. This Act provides for the simplification of awards by allowing
them to contain only 20 ‘allowable matters’. It also allows for the
negotiation of agreements between individuals or non-union collectiv-
ities and employers to have the same status as those negotiated with
trade unions. In addition, it provides for a reduction in the arbitral role
of the Industrial Relations Commission (IRC). These developments all
encourage the view that the enterprise should be the focus for employ-
ment policies and that trade unions are not a necessary part of the
process of negotiating these policies. Many anticipate that these devel-
opments will further encourage the implementation of flexible working
practices because they are consistent with the business needs of the
enterprise.

The major shifts associated with the devolution of employee manage-
ment to the enterprise level in Australia and the introduction of other
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policies designed to foster organisational change were a consequence of
the desire of managements to improve productivity and efficiency
(Morehead et al., 1997, p. 241). Australian workplaces were under
pressure to become more competitive as a response to the internation-
alisation of the economy, the reduction in tariff protection, deregula-
tion in the aviation and telecommunications sectors and privatisation
in a number of sectors.

The adoption of flexible working practices was also promoted by
individual firms seeking to manage their work and family responsibil-
ities. In 1990 the federal government ratified an International Labour
Organisation Convention (ILO Convention 156, Workers with Family
Responsibilities). As a consequence the federal government established
a Work and Family Unit in the Department of Industrial Relations to
manage workplace issues highlighted by ILO Convention 156. Some
large firms, particularly those in the service and finance sectors
introduced career break schemes, working from home and part-
time working schemes for employees with family responsibilities.
However, often these schemes are introduced at management’s
discretion and are only available to the most valued employees
(Kramar, 1997).

CONCLUSION

Labour management policies which seek to improve efficiency and
productivity in Australia have been introduced in increasing numbers
of workplaces. A greater number of organisations have attempted to
link employment policies to corporate strategy. Line managers are
responsible for a greater variety of employment policies and some
HR managers are involved in strategic business decisons through
membership of organisational Boards and involvement in strategy
development. The role of trade unions has declined, bargaining about
employment conditions and wages has shifted to the enterprise level
and increasing numbers of organisations are introducing techniques to
communicate directly with employees. Increasing numbers of organisa-
tions are also using individual contracts, pay for performance schemes,
flexible employment practices, training, performance appraisals and
broader job structures.

These surveys indicate that in many Australian organisations the
bundles of employment policies are consistent with a HRM approach
to labour management. They seek to promote a metaphor of
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organisational and individual change in an attempt to achieve eco-
nomic efficiency and international competitiveness. However, they are
unable to tell us if these policies are actually implemented in the work-
place. They are also unable to inform us of the effectiveness of the
policies in achieving organisational efficiency or in which circum-
stances particular policies are most effective in improving perfromance.
The surveys are also unable to delineate the precise composition of the
bundles of employment policies in particular workplaces.

Existing case studies that examine changes in labour management
policies in Australia suggest that different types of labour management
policies are effective in different economic environments (Dunphy and
Stace, 1990; Stace and Dunphy, 1994). It has also been argued on the
basis of other case studies (Kitay and Lansbury, 1995; Kitay and
Lansbury, 1997) that the changes in labour management policies have
not resulted in a qualitatively different social and economic order.
These latter case studies demonstrate that organisations do not consist-
ently introduce packages of new policies, but, instead retain some of the
existing policies, as they introduce new ones.

In order to achieve an understanding of the above issues, further
research needs to be done. Additional case studies that examine pro-
cesses operating in the workplace, particularly the implementation of
policies, would provide insights into the practices which are really
occurring. Other case studies which explore the effectiveness of part-
icular labour management policies in certain environments would
extend the work of Dunphy and Stace. The surveys provide a rich
source of data and these could be further analysed to show which
policies are used in which sector of the economy and to reveal the
subpatterns described in this chapter.

The surveys indicate that the metaphor underpinning labour man-
agement in Australia is changing to one of partnership, rather than
administration and warfare. However, the impact of the policies on all
the partners in the relationship requires further research. It is known
there has been a favourable impact on shareholders and employers as
labour productivity increases, and the number of awards in workplaces
is decreasing (Morehead et al., 1997). However, further research should
explore the impact of these changes on employees quality of life and
expectations concerning their working life.
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APPENDIX I
Studies

Enterprise bargaining in Australia

A national survey of Australian workplaces with 10 or more employees
conducted in October and November of 1994 examined the extent and
type of changes introduced in Australian workplaces and the manner in
which these changes had been introduced. The survey known as the
Workplace Bargaining Survey collected detailed information about
recently negotiated agreements and their effects. It also collected
information from managers about the effects of the workplace changes
and enterprise bargaining on employees. In total, 1060 managers were
interviewed and 11233 employee questionnaires were completed.

All the results of the survey have been weighted to provide estimates
that are representative of Australian workplaces.

CCH surveys

National surveys of organisations across all industries were conducted
by the Australian Graduate School of Management (AGSM) and CCH
Australia Ltd (CCH) in 1989 and 1992. The 1992 survey that replicated
the 1989 survey, was based on 796 respondents. The surveys sought
information on the extent of strategic changes in Australian organisa-
tions, the links between these changes and human resources practices,
and the implications of these practices.

Large organisations mainly from the manufacturing, finance, insur-
ance and real estate industries, and conglomerates were the basis of the
survey population.

A third survey conducted jointly by the AGSM and CCH is used in
the chapter. This was a national survey of performance appraisal and
management practices in 649 Australian private and public sector
organisations. These organisations were drawn from a range of indus-
tries, with manufacturing, finance, insurance, real estate and public
administration being well represented. They also varied in size, with
60 per cent having 100 to 999 employees.

Callus et al.: The Australian Workplace Industrial Relations Survey

(AWIRS)

The survey was undertaken by the federal Department of Industrial
Relations between November 1989 and May 1990. The results were
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published in 1991. The survey involved 2004 workplaces with 20 or
more employees in all industries except Agriculture and Defence. Inter-
views with 4500 workplace managers and occasionally head office
managers, and when present union delegates were undertaken. An
additional survey of managers at 349 workplaces with between five
and nineteen employees was also conducted. The surveys collected
data on a wide range of matters including management and industrial
relations practices, union structures, workplace relations, the manage-
ment of change and industrial relations indicators such as voluntary
labour turnover, labour stability, dismissals, absenteeism and industrial
action.

Service industries dominated the survey population, both in terms of
their share of workplaces and employees. Wholesale and retail trade
represented 33 per cent of the workplaces, but only 19 per cent of
employees, while manufacturing represented 17 per cent of the work-
places and 23 per cent of employees.

Morehead et al.: AWIRS 95

The survey was undertaken by the federal Department of Industrial
Relations in 1995. The results were published in 1997. The survey
involved 2001 workplaces with 20 or more employees in all industries
with the exception of agriculture, forestry and fishing and defence.
Interviews with the most senior manager at the workplace, the person
responsible for day-to-day industrial relations and, where present, the
union delegate were undertaken. A panel survey of 698 workplaces that
had been interviewed in the 1990 was also undertaken. A small
workplace survey of workplaces with 5-19 employees was conducted
with the most senior manager in 1075 workplaces. The employee
survey was distributed to a random sample of employees at the work-
places in the main survey. Topics in the main survey included union
organisation, the role of union delegate,organisational change, com-
munication, employment patterns, industrial agreements and industrial
action.

Kramar and Lake (1997)

This survey is conducted as part of the Cranet-E research. The ques-
tionnaire includes questions on HR processes such as training,
performance appraisal, compensation, employee relations, strategy,
communication, selection and flexible employment. The survey
included 331 organisations with 200 or more employees, of which 40
per cent were drawn from the public sector and 60 per cent from
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the private sector. All industries were represented, with organisations
in the communication, finance and insurance, government and
other (which includes statutory authorities) categories being well
represented.

Employee surveys

Employee surveys are frequently used in Australia to benchmark atti-
tudes, track the impact of change programmes and target change
initiatives. Sometimes, the results are used as part of the assessment
of management’s performance. The results of surveys from one con-
sultancy public domain are reported in this chapter.

Strategic Consulting Group (SCG)

SCG surveyed more than 30,000 employees in 20 organisations
between 1986 and 1995. These organisations are drawn from the public
and private sector and a variety of industries.

Industry Task Force on Leadership and Management Skills

In 1992 the Industry Task Force on Leadership and Management Skills
was established to advise the federal government on measures to
strengthen management development and leadership within Australian
organisations. It was asked to identify effective management practices
in a range of areas, to raise awareness of the need for improved leader-
ship and management skills and to foster enterprise commitment to
management development.

An extensive research programme involving 27 research projects was
commissioned. Of particular interest to this paper was the research by
Sheldrake and Saul (1995) that examined the impact of organisational
change on the first line manager.

This research sought to explore the changing role of first line man-
agers in organisations that had introduced substantial structural
changes in workplace organisations through quality management pro-
cesses, self-managing or semi-autonomous work groups and other
changes in management practices. A total of 19 organisations particip-
ated in the study. Data was gathered from senior management in each
organisation through in-depth interviews, from 10 line managers in
each organisation through in-depth interviews and through question-
naires distributed to 298 first-line managers.

The majority of the organisations were drawn from the manufactur-
ing sector and once again the organisations were large.



Robin Kramar 297

References

Beaumont, P. B. (1991) ‘The US human resource management literature: a
review’, in Salaman, G. (ed.) Human Resource Strategies, Milton Keynes,
Open University Press.

Beer, M., Spector, B., Lawrence, P. R., Mills, D. and Walton, R. E. (1984)
Managing Human Assets, New York, Free Press.

Beer, M. and Spector, B. (1985) ‘Corporate wide transformations in human
resource management’, in Walton, R. E. and Lawrence, P. R. (eds), Human
Resource Management: Trends and Challenge, Boston, Harvard Business
School Press, pp. 219-53.

Blyton, P. and Turnbull, P. (eds) (1992), Reassessing Human Resource Manage-
ment, London, Sage Publications.

Boxall, P. and Dowling, P. (1990) ‘Human resource management and industrial
relations tradition’, Labour and Industry, 3(2/3): 195-214.

Burgess, J. and Strachan, G. (1997) ‘Growing workforce insecurity in Australia:
trends, gender and policy issues’, 12th Annual Employment Research Unit
Conference, Cardiff, Cardiff Business School.

Business Council of Australia — Industrial Relations Study Commission (1989),
Enterprise — Based Bargaining Units: A Better Way of Working, Melbourne,
Business Council of Australia.

Callus, R., Morehead, A., Cully, M. and Buchanan, J. (1991) Industrial Rela-
tions at Work, Canberra, AGPS.

CCH Australia Ltd. (1995) Human Resources Management, Sydney, CCH
Australia Ltd.

Centre for European Human Resource Management (1997) Cranet-G Results
(unpublished), Cranfield, European Centre for Human Resource Manage-
ment.

Dabscheck, B. (1995) The Struggle for Australian Industrial Relations, Mel-
bourne, Oxford University Press.

Deery, S. (1995) ‘Industrial relations’, in O’Neill, G. and Kramar, R. (eds),
Australian Human Resources Management, Melbourne, Pitman.

Deery, S. and Nash, J. (1988) ‘Organisational change and the role of personnel
and industrial relations management’, in Palmer, G. (ed.), Australian Per-
sonnel Management: A Reader, Melbourne, Macmillan Education Australia,
pp. 164-78.

Department of Industrial Relations (1995) Enterprise Bargaining Annual Report
1994, Canberra, AGPS.

Drago, R., Wooden, M. and Sloan J. (1992) Productive Relations, Sydney,
Allen and Unwin.

Dunn, S. (1990) ‘Root metaphor in the old and new industrial relations’, British
Journal of Industrial Relations, 28(1): 1-31.

Dunphy, D. and Stace, D. (1990) Under New Management: Australian Organ-
izations in Transition, Roseville, McGraw-Hill.

Guest, D. (1987) ‘Human resource management and industrial relations’, Jour-
nal of Management Studies, 24(2): 149-75.

Guest, D. (1991) ‘Personnel management: the end of orthodoxy?’, British
Journal of Industrial Relations, 29(2): 149-76.



298 Human Resource Management in Australia

Hendry, C. and Pettigrew, A. (1986) ‘The practice of strategic human resource
management’, Personnel Review, 15(5): 3-8.

Hilmer, F. (1989) New Games, New Rules, North Ride, Angus and Robertson.

Kramar, R. (1997) ‘Developing and implementing work and family policies: the
implications for human resource policies’, Asia Pacific Journal of Human
Resources, 35(3):1-18.

Kramar, R. and Lake, N. (1997) Price Waterhouse Cranfield Project on Inter-
national Strategic Human Resource Management, Sydney, Macquarie Uni-
versity.

Kitay, J. and Lansbury, R. (1995) Human Resource Management and Work-
place Change, Proceedings of an EPAC Roundtable, Canberra, AGPS.

Kitay, J. and Lansbury, R. (ed.) (1997) Changing Employment Relations in
Australia, Melbourne, Oxford University Press.

Kochan, T. and Osterman, P. (1994) The Mutual Gains Enterprise, Boston,
Harvard Business School Press.

Kochan, T., Katz, H. and McKersie, R. (1986) The Transformation of American
Industrial Relations, New York, Basic Books.

Legge, K. (1995) Human Resource Management: Rhetorics and Realities, Lon-
don, Macmillan Business.

Locke, R., Kochan, T. and Piore, M. (eds) (1995) Employment Relations in a
Changing World Economy, Cambridge, Mass., MIT Press.

Mahoney, T. and Deckop, J. R. (1986) ‘Evolution of concept and practice in
personnel administration/human resource management’, Journal of Manage-
ment 12(2): 223-41.

Morehead, A., Steele, M., Alexander, M., Stephen, K. and Duffin, L. (1997)
Changes at Work, Melbourne, Longman.

OECD (1996) Employment Outlook, Paris, OECD.

Purcell, J. (1987) ‘Mapping management styles in employee relations’, Journal
of Management Studies, 24(5): 533-48.

Report on the Industry Task Force on Leadership and Management Skills (1995),
Canberra, AGPS.

SCG ( 1986-95) Summary of Attitude Surveys 1986—1995 (unpublished), Syd-
ney.

Sheldrake, P. and Saul, P. (1995) ‘First line managers: a study of the changing
role and skills of first line managers’, The Report on the Industry Task Force
on Leadership and Management Skills, Canberra, AGPS.

Sisson, K. (ed.) (1989) Personnel Management in Britain, Oxford, Blackwell
Business.

Sparrow, P., Schuler, R. and Jackson, S. (1994) ‘Convergence or divergence:
human resource practices and policies for competitive advantage worldwide’,
International Journal of Human Resource Management, 5(2): 267-99.

Stace, D. (1986) ‘The value added organisation’, Report to the Government on
Trends in Training and Development, Stace Management Networks.

Stace, D. and Dunphy, D. (1994) Beyond the Boundaries: Leading and Creating
the Successful Enterprise, Roseville, McGraw-Hill.

Storey, J. (1992) Management of Human Resources, Oxford, Blackwell Busi-
ness.

Tichy, N., Frombrun, C. and Devanna, M. A. (1982) ‘Strategic human resource
management’, Sloan Management Review, 23(2) Winter: 47-61.



Robin Kramar 299

Walton, R. E. (1985) ‘Towards a strategy of eliciting employee commitment
based on policies of mutuality’, in Walton, R. E. and Lawrence, P. R. (eds),
Human Resource Management, Trends and Challenges, Boston, Harvard
Business School Press.



This page intentionally left blank



Part VI

Research in Comparative
Human Resource
Management



This page intentionally left blank



15 Coordination of Research
Networks: Market,
Bureaucracy and Clan in
the Cranfield Network on
European Human

Resource Management
(Cranet-E).

Wolfgang Mayrhofer

INTRODUCTION

The management of an international research network covers all areas
that are well known in cross-border activities in the business field.
Handling diversity, making use of economies of scale, dealing with
cultural differences, working in multicultural teams, or balancing over-
all goals and local needs are some of the typical issues. However,
international research networks cannot be equated with multinational
companies. The networks differ in multiple ways: they have little or no
formal and legal structure, less clear goals, and no profit orientation;
their members have a greater degree of personal freedom due to a lesser
degree of economic dependence (on the network) and the lack of
position hierarchies, their members also work in small local units
often consisting of only one or two persons and have to divide their
attention between this and other activities such as teaching or addi-
tional research projects.

This chapter argues that despite these differences an international
research network can use the same forms of coordination and control
as a (multinational) company. It further claims that in order to con-
tribute to the further existence of the network, to the efficient handling
of the evolving tasks, and to a high quality output, managing the
network requires the use of different forms of coordination and control

303
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at the same time. However, such a ‘coordination mix’ may lead to new
problems like member ambiguity or conflict. These ideas are presented
against the background of nine years of experience in Cranet-E, cur-
rently consisting of network members from 21 European and 5 non-
European countries.

This chapter elaborates on these thoughts. It gives an overview of
basic coordination and control mechanisms presently used in organisa-
tions and discusses their efficiency as well as the conditions for their
use. It briefly presents the historical development and the main char-
acteristics of Cranet-E and illustrates the use of specific modes of
coordination and control in various areas of the network activities
discussing the importance of their parallel and sequential use in terms
of a flexible mix of modes. Finally, it develops some ideas that might
likely influence the successful management of international research
networks.

COORDINATION AND CONTROL IN ORGANISATIONS

Division of labour is one of the most prominent and seemingly inevit-
able characteristics of people working together. This is by no means a
modern development, but has been reported throughout history. (Con-
sider, by way of example, the rebuilding of the ancient temple walls in
Jerusalem as reported in the biblical Book of Nehemiah, or the building
of the pyramids.) Now, as soon as labour is divided, coordinating and
controlling the divided efforts in order to secure (at least a minimum of)
goal attainment becomes essential, the underlying assumption being
that individual goals are, at the utmost, only partially overlapping and
congruent with organisational goals (e.g. Barnard, 1968). Thus, co-
ordination and control constitute a pervasive theme in the organisa-
tional theory and management literature (see, for example, Reeves and
Woodward, 1970; Frese, 1974; Van de Veen et al., 1976; Pfeffer and
Salancik, 1978; Van Maanen and Barley, 1984; Schreyogg, 1996).

This chapter draws on a classic contribution by Ouchi (1980) describ-
ing three different basic mechanisms of mediation or control in organ-
isations: markets, bureaucracies, and clans. Ouchi views organisations
as ‘any stable pattern of transactions between individuals or aggrega-
tions of individuals’ (Ouchi, 1980, p. 140). Using this conceptualisation
and a transaction cost and exchange theory framework (Gouldner,
1961; Williamson, 1975), he further specifies the characteristics and
applicability of each coordination mechanism.
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Market transactions involve contractual relationships which specify
the terms of exchange. The three most typical forms of contracts are
spot/sales contracts (all obligations are fulfilled at the spot), contingent
claims contracts (specification of obligations, contingent upon all
future states of nature), and sequential spot contracts (series of con-
tracts for a short period of time). Due to bounded rationality and the
opportunistic behaviour of the individual, the uncertainty and com-
plexity of the environment, and the small numbers of market particip-
ants, sometimes no truly market relationship can evolve. ‘In
summary, the market failures framework argues that markets fail
when the costs of completing transactions become unbearable. At
that point, the inefficiencies of bureaucratic organisation will be pre-
ferred to the relatively greater costs of market organisation, and
exchange relationships move from one domain into the other’ (Ouchi,
1980, p. 134).

Bureaucracies substitute for the market through the imposition of
bureaucratic mechanisms (hierarchical control, clear set of rules, etc.).
They have two advantages over markets. First, they focus on the
concept of the employment relationship which constitutes an incom-
plete contract. This means, the superiors can direct the actual work of
the employees on a day-to-day basis thus reducing the problem of
future uncertainty. Secondly, since the employees belong to a common
organisation, there is the chance of an atmosphere of trust. In turn, this
reduces the degree of opportunistic tendencies and the amount of
control required. Nevertheless, the problem of control is crucial.
‘When tasks become highly unique, completely integrated, or ambigous
for other reasons, then even bureaucratic mechanisms fail. Under these
conditions, it becomes impossible to evaluate externally the value
added by any individual. Any standard which is applied will be by
definition arbitrary and therefore inequitable’ (Ouchi, 1980, pp. 134f.).

Clans have their strengths in minimising goal incongruence, and at
the same time tolerating high levels of ambiguity in performance eva-
luation. Clans reduce the differences between individual and organisa-
tional goals and create a strong feeling of community. Therefore,
opportunistic behaviour is not very likely and not socially acceptable.
Beyond that, clans do not require explicit performance evaluation.
Since close personal and working relationships exist, there is a contin-
uous exchange of feedback signals which can hardly be transformed to
formal evaluation measures. ‘This means that there is sufficient
information in a clan to promote learning and effective production,
but that information cannot withstand the scrutiny of contractual
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relations. Thus, any tendency toward opportunism will be destructive,
because the close auditing and hard contracting necessary to combat it
are not possible in a clan’ (Ouchi, 1980, p. 137).

Based on these modes of coordination and control, Ouchi proposes
an organsational failures framework that specifies the conditions
under which each form will mediate transactions most efficiently
(Table 15.1).

The normative requirements have to be shared by the members of the
transactional network. The norm of reciprocity is a basic mechanism in
social exchange and contains the conviction that an equal ‘give and
take’ is the foundation of any social exchange. It seems to be one of
the very few universal norms witnessed in all societies (Gouldner,
1961). Legitimate authority allows for a specific role for superiors.
They can assign work to subordinates and audit their performance
closely. Common values and beliefs lead to the existence of a certain
level of harmony between the members of an organisation. Further-
more, they reduce the differences between individual and organisa-
tional goals and the probability of opportunistic behaviour (Ouchi,
1980: 137f1.).

Informational requirements are needed to guide the transaction
processes. Prices are very sophisticated and precise forms of informa-
tion for various ‘goods’ in an exchange process. Yet it is quite difficult
to get ‘correct’ prices. Rules are more crude informational devices.
They refer to specific problems. Therefore, it is hard to think of con-
trolling an organisation solely by rules because of the great number of
problems that could potentially arise. Traditions are more implicit than
explicit rules. They are not very precise and heavily linked to the
organisation’s culture. New members are made familiar with traditions
through various forms of socialisation (Ouchi, 1980: 138 f.).

Table 15.1 Organisational failures framework (Ouchi, 1980: 137)

Mode of control ~ Normative requirements Informational requirements
Market Reciprocity Prices
Bureaucracy Reciprocity Rules
Legitimate authority
Clan Reciprocity Traditions

Legitimate authority
Common values and beliefs

Source: Ouchi, 1980, p. 137.



Wolfgang Mayrhofer 307
CRANET-E

Cranet-E is a research network dedicated to analysing developments in
the area of HRM in public and private organisations with more than
200 employees in a national, cross-national and quasi-longitudinal way
(see Brewster and Hegewisch, 1994; Brewster et al. 1996). At the heart
of the network is the Cranet-E survey. On a regular basis, a national
sample of organisations with more than 200 employees is questioned on
various aspects of HRM via questionnaires. The two most important
objectives of this internationally, comparative survey were, at the out-
set: (1) to research whether a pattern of ‘Europeanisation’, i.e. converg-
ence to a common pattern could be found over time, and (2) to identify
whether changes in personnel policies towards a more strategic
approach (‘strategic HRM’) have occurred. ‘“Thus, the general objective
was to extend the range of internationally comparable evidence about
particular policies and practices that have been seen as relevant to the
concept of HRM’ (Brewster et al., 1996, p. 593).

History of foundation

In order to achieve these goals a research network of academics from
France, Germany (West), Spain, Sweden and the UK was formed in
1989. Led by members of the Cranfield School of Management, UK,
this team developed a first draft of the survey. Understandably, given
the diverse conceptual and cultural background of the researchers
involved, identifiying the most important issues of interest and prior-
itising them proved a very challenging task. Once a mutally acceptable
draft had been established, this version was discussed with senior
practitioners in each country, which led to further revisions to be
discussed within the research group. After being tested with some
sample organisations and further revision and discussion, the areas
that were finally to be included in the questionnaire were identified.
Once consensus about the major issues to be included in the ques-
tionnaire was achieved the group had to create appropriate questions in
a standardised format. The objective was to create a standardised
questionnaire which could be used in the participating countries and
at the same time, recognised the specific cultural, legal, economic, etc.
context of each country. To ensure this, the translation-retranslation
technique (e.g. Bauer, 1995) was used. Since one of the main objectives
was to compare actual practice, the research team aimed at ‘hard data’
like numbers, percentages, ratio, etc. and not so much at estimations
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and attitudinal information. To reduce respondent and cross-country
bias only two open-ended questions (on the three major challenges in
the area of HRM and on the employee groups most difficult to recruit)
were included.

The finalised questionnaire was mailed to public and private organ-
isations by the research teams in each country. After collecting the
answers locally the questionnaires were all sent back to the UK
research team. Here, the data were checked, cleaned and encoded
according to a joint coding frame, using a standard data processing
package (SPSSX). Once this process had been completed, all members
of the network got access to all data by receiving the data files of all
countries.

In addition to the interpretation of the survey, panel meetings with
senior practitioners, at which the preliminary results of the analysis
were presented and discussed, took place in each country. This added
some further insight into the national HRM situation through the
‘qualitative’ and ‘soft’ comments made and opinions voiced by the
managers participating. In the first year, the results of the national
panel discussions were fed into an international panel of experts. In
subsequent years, due to the growing number of participating coun-
tries, no international panel meeting was held. However, the results of
the national discussion with practitioners were fed back to the other
partners in Cranet-E.

Development of Cranet-E

Since its commencement in 1989 with the five countries mentioned, the
network has grown continually. At present, Cranet-E consists of
research institutions in more than 20 European and 5 non-European
countries, coordinated by the Cranfield School of Management,
UK.

As the questionnaire used in the survey is rather extensive, the usual
problem of response rate is aggravated. However, given the circum-
stances and with some country variation, Cranet-E overall achieves a
quite satisfactory response rate. Table 15.2 shows more details on
sample size and response rates

Current activities

The current activities of the network include four major areas. Each of
these areas is, in its own way, a cornerstone of Cranet-E.
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Table 15.2 Cranet-E — sample size and response rates in years of survey

Returns for
Response rate organisations with more
Year Sample Returns (%) than 200 employees
1989/90  25.200 5.628 22 5.098
1991 32.200 5.511 17 5.449
1992/93 37.360 6.426 17 5.316
1995 29.540 6.289 21 4.792

Source: Brewster et al., 1996, p. 598.

Cranet-E survey

The survey is still the most important activity of the network. It is the
core competence of Cranet-E, something which distinguishes this net-
work from many other forms of research cooperation. In its ninth year
of existence, Cranet-E has collected data on about 24,000 organisa-
tions. In the early phases of the collaboration, a survey was conducted
on an annual or bi-annual basis. Today, it is the policy of the network
to do a survey in all member countries every four to five years. There
are two main reasons for this policy change. First, doing the survey
with practically no time between two rounds puts the main focus on the
collecting and processing of data, leaving little time for the analysis.
Since both the specific data set in question and the cross-national
nature of the research teams demand more time than the ‘average,
monocultural’ project, Cranet-E, in its early history, demonstrated
some weaknesses in terms of reporting and analysing the available
data. This was taken care of by the change of periodicity. Secondly,
the organisations contacted during the survey were reluctant to fill in
such an extensive questionnaire every year arguing that, in most areas,
no major changes will occur within so short a time span. For many
countries and organisations this seems plausible, although there clearly
are some exceptions (e.g. Germany—East).

The pattern followed for the surveys has hardly changed. Once the
experiences of the previous round have been analysed and potential
changes of the questionnaire have been discussed in the network, the
research partners conduct the next round in their respective countries.
The questionnaires are then sent to Cranfield, fed into data files and re-
distributed to the research partners who analyse the data further and
hold panel meetings with personnel practitioners. One major problem
is the synchronisation of the efforts in the various countries. Since
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available resources in terms of energy, money, and field entrance vary
considerably from country to country, it is not easy to ‘tune in’ all
countries to a common time perspective. In addition, new members
very often do not fit into the networks cycle. Sometimes they may wait
a considerable period for the next round to take place, while conversely
sometimes the time left for organising the survey would be very short.
Therefore, in some cases intermediate rounds of data collection are
introduced.

Projects

Alongside the Cranet-E survey the research partners are involved with
various joint research and teaching projects. Some of these research
projects are directly linked with the Cranet-E survey, utilising the
existing data in specific ways and generating new data. For example,
the European Commission invited Cranet-E to generate a report on
flexibility issues in the area of human resources. Other projects make
only small use of existing data and have their origin in the personal
contacts generated within the network. Similarly, there are joint efforts
in the area of teaching. For example, a masters programme on Euro-
pean HRM has been established, integrating some of the business
schools from within the network with other partners from outside.

Publications

From the Cranet-E survey as well as the other project activities, various
forms of publications emerge. Naturally, the research partners publish
on their own, especially in their home countries. Furthermore, cross-
national teams of authors work together for various purposes, such as
the ‘official’ publication of the results of the survey rounds and various
books, special editions of journals, articles, or conference papers. It is
one of the traditions within Cranet-E to encourage and stimulate cross-
national collaboration wherever possible. Reflecting the different
degree of centrality attributed to Cranet-E by the partners and the
differing opportunities to participate in cross-border activities (e.g.
some of the countries have very limited financial resources that do
not allow for frequent travelling), not all partners take part in such
joint activities to the same degree.

Meetings

The overview of the activities within the network given above indicates
that the members of the network meet regularly at conferences, task
force meetings, publication sessions, etc. depending on their degree of
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involvement with joint activities. In addition to these more or less
individualised meetings, two traditional cornerstones allow for person-
al contacts and common working time: the annual spring and autumn
gatherings. These meetings have a very typical pattern. They are hosted
by the members in turn, usually last for one day and deal with various
issues arising from the joint efforts. Very often, the local host organises
a conference before or after the network meeting for the local practi-
tioners and scientific community, using the expertise of the network
members as well as other people for the event. Again, due to various
restrictions and varying priorities, not all members attend all meetings.
However, typically at least two-thirds, and often more, of the European
countries are represented at these annual spring and autumn
gatherings.

COORDINATION AND CONTROL MECHANISMS IN
CRANET-E

Given the theoretical framework used in this chapter and the experi-
ences drawn from working with Cranet-E as an international research
network, this chapter will deal with the coordination and control
mechanisms used. After discussing whether or not the requirements
for the various modes of control are met with the three modes of
control and their use within Cranet-E are explained. In a third step,
the problems of a parallel and frequently changing use of coordination
and control mechanisms in such a research network are discussed.

Requirements for different modes of control

The framework presented above indicates that the three modes of
control are linked with different normative and informational require-
ments. Therefore, the extent to which these requirements are present in
the Cranet-E will be briefly discussed.

Normative requirements

Reciprocity. Since the norm of reciprocity seems to be universally
held in most societies one would expect to find it also within the net-
work, as indeed one does. Most network members uphold a long term
perspective, which leads them to develop frequent and regular exchange
processes between themselves, on different levels. Consequently, the
network members consciously apply the norm of reciprocity.
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Legitimate authority. Compared to the norm of reciprocity, the ques-
tion of legitimate authority within Cranet-E is a more subtle and
critical one. Cranet-E is not a formal organisation with a clear set of
positions and defined hierarchical relations. Similarly, there is no writ-
ten statement dealing with the distribution of authority between net-
work members. Since Cranet-E is not a commercial organisation,
nobody formally ‘owns’ the network to a greater or lesser degree. In
spite of this, there is such a thing as legitimate authority within the
network. Existing authority draws its legitimacy from various sources
(for a general view on power and authority sources see, e.g. French and
Raven, 1959), the most important ones being:

e Seniority within the network: The longer a person and/or a country
has been a member of the network, the more the partner is viewed as
an experienced, proven, reliable member.

e Perceived centrality of Cranet-E for the member: Members of Cra-
net-E devote differing degrees of energy to the network. Due to
personal preferences and outside restrictions they are not willing or
able to put the same amount of work into network issues. The higher
the centrality of Cranet-E for a member in the eyes of the other
partners, the more authority is ascribed to that partner.

e Technical and social competence: The work of the network covers a
great variety of aspects. Technical know-how, for example, specific
methodological knowledge or international HRM know-how, as
well as social skills, e.g. the ability to contribute positively to the
emotional climate or to guide group discussions, are necessary to
keep the network functioning. The more a member contributes in
terms of technical and social competence, the more authority is lent
to him or her.

Common values and beliefs. The existence of common values and
beliefs in a group of persons from diverse cultural, national and pro-
fessional backgrounds cannot be taken for granted. On the contrary,
given this diversity one has to allow for a great variety of values and
beliefs concerning most of the issues at stake. This definitely is the
experience of Cranet-E. All the ‘typical’ phenomena in multicultural
work groups also appear within Cranet-E, such as the difficulty in
choosing an acceptable working language (English is being used
generally, but sub-groups also use other languages among themselves),
difficulties in interpreting the behaviour of others, or arguing on the
basis of different national and professional traditions and taking these
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presuppositions for granted without conciously reflecting upon them.
Beyond these differences, however, the members also have a shared set
of values and beliefs. These centre around (a) the basic importance of
HR issues in organisations, (b) the significance of international com-
parative research and (c) the non-hierarchical, peer-oriented way of
cooperation within Cranet-E.

Informational requirements

Prices. Prices in the narrow sense of the word do not exist in Cranet-
E. With very few exceptions, e.g. centrally produced reports or flyers
that members can buy, no goods or services are bought or sold. There-
fore, exact prices in the sense of a monetary equivalent for goods or
services do not exist. However, in a wider sense, estimations about the
‘worth’ of contributions of individual network members in various
areas of work do exist. Following this, the network or parts of it are
willing to pay a ‘price’ for their efforts. This price is no monetary unit,
but takes the form of other ‘payments’. Take an example: A member of
the network is willing to invest much of his or her time and energy into
a task that is very important to the network and for which he or she is
amply qualified. In order to ‘pay’ for this the network has to find ways
of rewarding the member. This can be done in various ways, for
example by tolerating frequent absences at important meetings, by
inviting the person to contribute to joint articles and by accepting an
uneven distribution of the work load for the said article, etc. As can
be seen from this example, talking about prices in Cranet-E is not
easy: It is not quite clear who or what determines the market prices.
Opinions differ according to the worth attributed to a given con-
tribution by different partners, one person can achieve different prices
for one and the same contribution depending on which market segment
he or she offers the ‘goods’ at. Nevertheless, there are at least
some broad corridors of agreement about the pricing of member con-
tributions.

Rules. In comparison to prices, rules are more crude informational
devices. They attempt to cover issues that occur regularly and can also
take the form of meta-rules that guide the formulation of rules and ad
hoc decisions. On the basis of the work done to date, Cranet-E has
developed a broad set of rules as well as meta-rules. The rules primarily
cover the central aspects of the common work, especially the imple-
mentation of the survey and the analysis and interpretation of the
results. At the meta-level, the main rule for the formulation of rules



314 Coordination of Research Networks

and ad hoc decisions is that, whenever possible, important steps and
changes are to be decided upon through a process of joint discussion.
As many network members as possible should have the opportunity to
participate in the process. At the same time, the responsibility for
feeding one’s views into this process rests with the individual member,
1.e. if members miss out joint meetings or do not respond to calls, there
is no obligation to slow down the overall process. One quite specific
characteristic of rules in Cranet-E is that they are not written down
formally (although there are minutes from each gathering which con-
tain the most important decisions made). With the exception of one
area, the use and distribution of network data outside the network and
the guidelines for publishing the results in countries other than your
own, no formal ‘rulebook’ exists. This stands in marked contrast to
some prescriptions in the literature that recommend a well defined set
of written rules to define possible areas of misunderstanding and con-
flict in advance (Drenth and Wilpert, 1980, cited in Brewster et al.,
1996, p. 593).

Traditions. Traditions are located on a more implicit level than rules.
They form part of the cultural pattern of a group or organisation. As in
most other organisations in existence for nearly a decade, Cranet-E has
developed a number of traditions that guide individual and collective
behaviour. For example, joint dinners with a quite festive character
during network gatherings represent the most enduring (and pleasant)
traditions. At these dinners, the host’s hospitality is praised and a lot of
informal and personal information is shared among participants. At
the symbolic level these dinners reinforce the bonds between members
and convey the message that one feels at ease with the other members.
Another tradition is that the respective host covers the expenses for
board and lodging during the gathering. Again, this tradition is of
high symbolic value — it signals to the other members that one’s
attendance is valued, that the host appreciates one’s contribution, etc.
Since the countries take turns hosting the gatherings, in the long run the
expenses are more or less evened out, but the symbolic message is very
strong.

Three modes of coordination and control

The last section highlighted that the normative and informational
requirements for the three modes of coordination and control — market,
bureaucracy, and clan — do exist within Cranet-E. This section goes one
step further and describes one typical example for each mode.
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Market. Some of the areas of cooperation within Cranet-E are co-
ordinated and controlled by market mechanisms. In terms of the
approach used, this requires the norm of reciprocity and a (more or
less) clear understanding of the valuation of supply and demand, i.e. of
pricing. A very typical example of this mode is the acquisition of
partners for joint publications beyond the traditional overall report
of Cranet-E and joint project results. In both cases, the search process
for potential partners for a specific publication or a joint research or
teaching project can be described as the search for the most attractive
partner(s) in terms of ‘goods’ offered at a reasonable ‘price’.

The ‘goods’ a Cranet-E partner can offer are manifold. Specific
expertise in some area of national or international HRM, method-
ological know-how in terms of data sampling and analysis, conceptual
and theoretical skills that help develop a framework of analysis, creat-
ive abilities (to avoid dead ends), resources at one’s disposal in terms
of money, time or secretarial manpower — these are the most important
of the more obvious valuation categories. Further areas potentially
constitute more intangible goods that can be exchanged. By way of
example there is the reputation a members holds within a relevant
target population such as, for example, the scientific community or
research associations, the amount of experience with the hidden rules of
a specific setting when formulating a research proposal or handing in a
conference or journal paper, the degree to which a co-authorship would
influence one’s own reputation, the national affiliation of a member
and the consequences of this for the joint undertaking, or the position
in the internal transactional network of Cranet-E and therefore the link
with a potentially ‘powerful’ person and a potential status profit.

It is clear that the worth of these goods is not objectively given per se.
Rather than being an objective unit, the price is determined relative to
the goals that one pursues by the joint undertaking and in the light of
the contribution of other potential team members. One example: The
individual chances of being invited to a joint publication ceteris paribus
definitely decrease when a person’s outstanding contribution is in the
area of statistical analysis, but the publication is a conceptual-theor-
etical paper that does not demand any statistics. However, if one does
not limit one’s analysis to a ceteris paribus condition and takes into
account the long-term nature of the network relationship and the great
variety of projects, the picture might change. If most of the joint
undertakings demand statistical knowledge and if there is a shortage
of supply in this area because of a lack of specific manpower, then
the situation is different. In the sense of pre-payment the person might
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be invited to the project to create a sense of obligation and debt to be
repaid at a future occasion. Another example: Due to specific regula-
tions some research grants are reserved for certain topics or regions,
e.g. Eastern and Central European countries. In the recent past some of
the network activities were focused on getting some of this money.
Therefore, the mere fact of his or her working in a specific country
made a person a potentially attractive partner for people applying for
such grants.

Furthermore, there is another and probably even more tangible area
that determines the choice of partners in mutual undertakings. Personal
empathy, the attractiveness of a specific country or language profi-
ciency, etc. constitute a further ‘soft’ and most often not directly
technical relevant area that influences one’s decisions. Depending on
the importance of such considerations they can at times even override
more ‘rational’ and directly goal-orientied considerations. However,
even this area can be — with some difficulties — included into the
supply—demand-price-thinking of the market view of coordination
and control and thus into the argumentation above.

Bureaucracy. Bureaucracy is found in some areas, too. The term
bureaucracy does not have any negative connotations in this context
but is used within the theoretical framework of this chapter. Beyond
reciprocity there is a need for legitimate authority as a normative
requirement and rules as informational requirements. Probably the
most typical example for the application of this mode is the practical
handling of the Cranet-E survey.

In order to carry out the survey in the different member countries
within a quite narrow time span, to secure a common structure of the
survey, and to keep up high standards of data coding, a well-defined set
of rules had to be developed. These rules cover the areas mentioned and
express the common agreement on how to handle these issues. For
instance, it is prescribed when organisations should be questioned and
when the data has to be sent to Cranfield in order to get coded. There
are two major sources for these rules. First, in the preparation phase of
a new survey round, issues concerning the conduction of the survey are
discussed during spring and autumn gatherings. Joint decisions are
made that (should) guide the behaviour of individual country activities.
In cases that are unclear or where conflict arises, these rules are used to
solve problems. Secondly, sometimes it is hard to define these rules at
the gatherings for various reasons like lack of information on the
developments in some countries or very diverging points of view.
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Furthermore, usually these rules do not cover all issues occurring
during the process or have to be adapted and interpreted as the issues
arise. Also, there are only bi-annual meetings, so in some cases you
would have to wait for a comparatively long time span before a decision
could be made. Therefore, the team at Cranfield holds a special posi-
tion in the whole process. Since this team handles the data coding and
input and has been involved since the beginning, it has acquired a
special ‘feel’ for what is feasible and what is not. This gives them a
special weight in the joint discussion process as well as factual power in
actually adapting and interpreting rules during the handling of the
survey.

In practice this means that for a certain area of work within the
network the general formal equality of all network members is replaced
by a hierarchical-bureaucratic model. The team at Cranfield is willing
to take on this extra work, and the network members have enough
confidence in the team to (a) acknowledge its increased weight in
discussions about the practical aspects of conducting the survey and
(b) to accept its modifications. In this way, the Cranfield team develops
into gatekeepers and authorities in these areas. The resulting gain of
this centralised approach is quite clear. Instead of getting lost in
numerous discussions about the feasability of this or that (with the
danger of an ad hoc adaptation without using long-term experience), a
feasable and high standard of data coding and input is more likely to be
achieved. At the same time, the dangers are obvious. Possible improve-
ments as well as experimenting with new ideas might be slowed down or
blocked if this would add to the work load of the central team without
clear advantage. Thus, in the long run the evolution of the survey might
be restricted.

Clan. Besides market and bureaucracy, the clan mode of coordina-
tion and control is used in Cranet-E, too. In terms of prerequisites it
does not need only reciprocity and legitimate authority as normative
requirements, but also common values and beliefs. Furthermore, tradi-
tions such as informational requirements are also needed. A very
typical example of the clan mode at work is the control of behaviour
of a Cranet-E member when representing the network to the public.
Both market and bureaucratic mechanisms would fail and/or be too
complicated to secure a behaviour that is compatible with the goals of
the network. It is hard, for instance, to think of a set of explicit rules
that prescribe the behaviour of a network member when writing an
article or preparing a presentation about the control and coordinating
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mechanisms within Cranet-E that is precise enough to prohibit all
deviations from the common understanding. Therefore, traditions
based on common values and beliefs are used.

When presenting Cranet-E to an outside population, Cranet-E mem-
bers face a number of choices: How much of the history should be told?
What is the basic tenor of the presentation — critical, loyal, devoted,
optimistic, scientific, etc.? How much of the implicit and often ‘sensit-
ive’ issues can and should be revealed to the public? How concrete
should the examples used be? What balance between realistic complex-
ity and didactic simplification should be chosen?, etc. Since it is difficult
to detect a functioning market with prices for these issues and there are
no clear rules that guide the individual behaviour in a usable way,
traditions and — from a more comprehensive point of view — culture
is the adequate mode. With respect to the presentation of Cranet-E to
the public there exists a rich tradition. For example, most conference
presentations that use the Cranet-E data include a short section
explaining the network. Especially through the presentations of key
persons within the network considered to tell the ‘authentic’ story and
through feedback from other network members concerning one’s own
section, a picture emerges over time. It becomes more and more clear
what is a ‘true’, an i.e. accepted and balanced way of presenting the
network to the public. Mutatis mutandis the same applies in the context
of publishing articles and papers.

The more such traditions and a culture for presenting Cranet-E to
the public emerge, the more they acquire normative force. That means,
on the one hand they give comparatively clear guidelines about the
corridors of meaning acceptable to (the majority of) other network
members. At the same time, this guiding power makes it more difficult
to deviate from certain core messages. At least such a deviation cannot
be attributed to a lack of guidance. This again means that deviations
are regarded as a very conscious decision not to follow a widespread
tradition. In turn, this leads to questions about the reasons for such a
decision which again has to be justified etc. It is clear even from this
short sequence that the clan mode — as all culturally based coordination
and control modes — represents a very strong and effective way of
behavioural influence.

Betwixt and between: the mixture of modes

One of the most interesting things when re-constructing the use of
control modes in Cranet-E is the existence of a mixture of control
modes with no single mode clearly dominating. It is a frequently
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observed phenomenon that in ‘normal’ organisations not only one but
a variety of typical coordination and control mechanisms are used.
However, usually one of the mechnisms can be regarded as the primary
mechanism. In Cranet-E we find two typical cases of mode mixture in
this respect.

First, the mixture operates in a parallel way. This means, that in a
specific situation it is not clear which mechanism is the primary one.
The reasons for this can be manifold: Cranet-E has not developed any
meta-rules guiding the decision-making in this area (‘The decision
which country is to host the next meeting is controlled through a
combination of market and clan mechanisms!’), or such rules do
exist, but there is disagreement about whether or not they apply, or
there are different strands of argumentation coming to conflicting
conclusions under different modes of coordination and control
and therefore various modes are seen and promoted as the primary
one. (‘This questionnaire item is essential to secure the academic cred-
ibility!” — ‘But it is too difficult to handle from a data entry point of
view!”)

Secondly, the mixture of coordination and control modes occurs in a
sequential way. Often this means that there is a very clear and approved
link between the area discussed and the mode of coordination and
control that applies. However, the areas discussed either change very
fast or it is not quite clear to which area a specific argument or conflict
belongs. Both forms typically occur during network gatherings where
broad issues are discussed and about 20 people take part in the discus-
sion. It is very hard to create a solely goal-oriented discussion climate
under these circumstances. Rather than strict goal orientation a collect-
ive trial and error style with many sidestreets, dead ends and a lot of
‘theme-hopping’ is typical for Cranet-E. As can easily be imagined,
such a style of discussion touches upon many issues. Linked with those
issues are differing modes of control. For an individual member it is
often hard to decide where the discussion is at at a given moment and
which arguments belong to which area. Therefore, one of the essential
qualities in these discussions is the ability to flexibly switch between
various areas and their attached coordination and control modes.

LESSONS TO LEARN AND OPEN QUESTIONS

Overall, the experience made by Cranet-E over the past years of active
and functioning cooperation teaches us some things about the
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successful management of international research networks but it also
leaves some questions open.

Use (and accept!) different modes of coordination and control?

The parallel and sequential use of different modes of coordination and
control does create quite a bit of confusion and many difficulties. On
the other hand, the different modes fit the areas were they are used best
and lead to good results. Thus, there seems to be a positive net effect.
The basic problem with accepting different modes of control is not
necessarily the handling of the ensuing diversity, or complexity. Rather
deeply rooted convictions seem to exist, in the sense of Schein’s ‘basic
assumptions’ as the most fundamental cultural level involved (Schein,
1985). These deeply rooted assumptions might favour one or the other
mode as the ‘one best way’ of managing research networks. As soon as
another mode of coordination and control is applied in one area in
order to achieve results effectively and efficiently, these assumptions
(for example, all network members have to have an equal vote at every
decision; the academically best solution should under all circumstances
be chosen) are violated. Since these assumptions are partly uncon-
scious, they are not easily accessible. This in turn makes these conflicts
difficult to discuss.

Develop meta-rules for the use of different modes?

Once a research network has decided, deliberately or through practical
exercise to use different modes of coordination and control, the devel-
opment of meta-rules seems to be crucial. Through a joint understand-
ing of the difficulties of the modes applied and a common agreement on
ways to handle these difficulties, a more efficient approach to task
accomplishment is reached. Dealing with meta-rules at the same time
heightens the awareness of the members of the dynamics in existence
within the group. In this way, the importance of the individual con-
tribution to the functioning of the group becomes clearer, thus valuing
each individual. Such meta-rules need not be deliberately created in a
conscious process. They can also gradually evolve over time, thus
becoming a tradition or an emergent pattern without somebody cen-
trally steering it (for the importance of emergent patterns in organisa-
tions see Mintzberg, 1978; Mintzberg and Waters, 1985). Indeed,
sometimes it might be (at least in a first attempt) more sensible not to
generate these meta-rules from the outset (a) without having had
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practical experience with situations with different modes and their
handling and (b) relying on forces of self-organisation to do a lot of
the work. Otherwise, the development of a ‘comprehensive’ and ‘con-
sistent’ set of rules might take (too) much time, effort and conflict, at
times in areas not seen as being particularely relevant.

Give new members of the network time to ‘learn the ropes’?

Research networks often have to cope with a changing structure of their
members. This is due to various factors, e.g. members leaving the
academic sector or loosing interest in the research area, or the growth
of the network. Regularly there is a very mixed population in the net-
work. Experienced members and ‘new recruits’ are working side by side.
In terms of the theme of this chapter this might pose some problems if
(a) a clan mode of control is widely used and/or (b) meta-rules for
application of modes to various issues are more implicit. In both
cases, tradition, subtle reading of signs, ‘understanding without
words’, etc. play an important role. For new members, this is even
more difficult. Therefore, the new members need time to get accus-
tomed to the ‘way we do things around here’ (which is, of course, just
another way of expressing organisational culture). However, it is doubt-
ful whether it would be a good idea to formally designate a mentor for
new members. Although this might sound obvious to those familar with
organisational socialisation and introductory programmes, the negative
side effects might do more harm than good. The nomination of a formal
mentor or clearly signals to the new member that he or she is a ‘second
class citizen’. Since research networks recruit new members usually on
the basis of their expertise, this might send the wrong signal, possibly
leading to irritation or more serious negative consequences. Maybe a
more acceptable way of training new members would be to explicitly
and actively encourage them to ask questions, seizing informal oppor-
tunities to make some background remarks (‘socialise them’), etc.

Be aware that you have at least n + | accountants aboard?

Especially in areas in which a market mechanism guides the transac-
tional processes over a considerable period of time, you can bet that
there will be at least as many accountants and the corresponding
number of profit and loss accounts as you have members in the net-
work (and most likely that is an underestimate). Furthermore, it will
become clear that the profit and loss accounting leads to divergent
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results because the standards for an ‘even’ account differ a lot. Due to
factors like the number and amount of contributions over time, the
different possible time frames, the different evaluation of one’s own
and others’ contributions, or the great variety of contributors and the
difficulties of attributing certain outcomes to certain persons, it defin-
itely will be the exception rather than the rule to find a consensus
about the overall picture of contributions. This inevitably leads to the
fact that a research network has to develop a great capacity for ‘for-
giveness’, i.e. for dealing with individual perceptions of an uneven
distribution of ‘workload and glory’. No instant recipes can be offered
here, but attributional and cognitive dissonance theory on the indi-
vidual level offers some mechanisms to cope with such phenomena.

Decide whether you want to be right or you want to get it right?

Especially when people from different cultures work together, there
usually possess widely differing perceptions about a lot of issues.
Directly linked to the phenomenon mentioned above, every individual
has to choose whether he or she wants ‘it’ to be done in the ‘right” way,
which usually means his or her own way, or if one wants the network to
achieve satisfactory results, even at the risk of one’s own contribution
not being valued the way it deserves. Probably one of the keys to success
in this area is the choice of comparative measure. If one tries to be
attributed for all the contribution one has chosen to give to the network
in an absolutely accurate way (what again is the measure for this?), one
might easily fail because of all the difficult measurement problems and
attributional tendencies already mentioned above. If, however, one
chooses, as a basis for measurement, the alternative of not being part
of the network and, secondarily, is content with an adequate (not an
optimal) level of satisfaction within the network, the situation is differ-
ent. As long as the network is successful, chances are good that an
individual calculation of costs and benefits will sum to a positive result.
To put it more metaphorically: ‘Does it matter that you yourself are a
dwarf if you can have a lookout from the shoulders of a giant?’
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16 Comparative Research in
Human Resource
Management: A Review
and an Example

Chris Brewster, Olga Tregaskis,
Ariane Hegewisch and Lesley Mayne

INTRODUCTION

In recent years it has become increasingly obvious that the study of
HRM requires an international and a comparative dimension: ‘the case
for the comparative study of HRM takes little effort to establish’
(Boxall, 1995: 5) and an ‘international perspective is therefore needed’
(Locke et al. 1995a: 139).

Research in this area is, however, rare. This is partly a result of the
failure to recognise the need for such research and partly the result of
the undoubted extra complexity created by international research.
There is some welcome evidence that the number of soundly based
comparative studies, while small, is growing. The aim of this chapter is
to explore some of the complexities of conducting comparative inter-
national research and in particular internationally comparative sur-
veys. The chapter begins by exploring some of the issues that shape
international research design and then examines some of the practical
problems inherent in such research. It ends with an examination of
some of the problems faced in the creation and management of one
major internationally comparative research project, the successive sur-
veys carried out by Cranet-E and the steps that were taken to address
these issues, providing the empirical background for the other chapters
in this book.

324
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ISSUES IN INTERNATIONAL RESEARCH

There are a number of fundamental issues to be considered in com-
parative research. These include conceptual issues (what is being
researched and on what basis); and methodological concerns (how
data is to be collected). In this chapter our intention is to focus on
the comparative aspects of these issues and to emphasise the additional
complications that international research involves.

Conceptual issues

International comparative research is fundamentally constrained by the
perspective taken on the role of national context in management the-
ory. Theories of management have tended to be constructed in one
country (typically the United Sates of America: but theories from other
countries show the same cultural specificity — the German Weber; the
French Fayol, etc.). More recently, there has been a reaction to the
dominant US model with attempts to construct other approaches, still
claimed as universally applicable, in Germany (Kern and Schumann,
1984) and Sweden (Berggren, 1992). It has been suggested that other
European researchers who argue for nationally distinct approaches to
organisation (e.g. Child and Keiser, 1979, Maurice et al. 1979; 1980;
Child, 1981; Lane, 1989; Sorge, 1991) show an implicit tendency to
assume that one model, generally the German one here, is superior
(Smith and Meiskins, 1995). This approach can also be seen now in US
writers who have looked outside their own country and elevate the
Italian (Sabel and Piore, 1984) or the Japanese approach (Vogel, 1979;
Ouchi, 1981; Pascale and Athos, 1982; Womack et al., 1990) as a model
towards which organisations and nations should aspire.

Not surprisingly, there has been a related tendency for research to be
designed in one country and transplanted, as if unproblematically, into
another (Child, 1981). As a result the design and interpretation of results
are taken from one national context, one national culture. This, still very
frequent, error ignores the fact that knowledge of societies, of their
language(s), their concepts, their values, their culture, is fundamental
to understanding the behaviour of people within employing organisa-
tions (Hofstede, 1980; Laurent, 1983; Trompenaars 1985; Tayeb, 1994).

Partly as a result of these specific research trends, HRM theory has
tended to remain highly ethnocentric in origin and has tended to focus
on prescriptive as opposed to descriptive or analytical models.
However, many specialist researchers (e.g. Adler, 1984; Smith, 1992;
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Rosenzweig, 1994) warn of the problems in assuming the generalis-
ability of theory: for this assumes the stability of factors across contexts
— a demand which may not always be met in an international arena.
Child (1981) noted that while there appears to be some degree of
similarity in macro-level issues across countries there is still a high
degree of variation at the micro-level.

There have been attempts to move beyond single variable models to
theories which postulate complexes of influences. Thus there have been
cross-national analyses that address both cultural and institutional
diversity and technological and market contingencies (Child 1981;
Negandhi, 1983; Poole, 1986, 1990; Lane, 1989; Sisson, 1989; Whitley,
1992a, 1992b; Jurgens, 1993; Jurgens et al., Bean, 1994; Smith and
Meiskins, 1995). Maurice, for example, has emphasised the social
construction of categories and the importance of embedding research
analyses in their appropriate societal context: he has called this the
problem of comparing the incomparable (Maurice, 1989). In Europe
alone such studies confirm the importance of small businesses in Spain,
the plurality of regional channels in Italy, the role of Chambers of
Commerce in Germany and so on. Research which is carried on (as
many of the statistical surveys inevitably are) as if these differences did
not exist will be correspondingly lacking in explanation. By contrast, of
course, the societal studies are open to the critique of being excessively
static and unable to explore variation within and between societies.

All these approaches, in so far as they allow a measure of freedom to
the organisation to adopt various possible policies, have been termed
‘strategic choice’ approaches; a label applied by the researchers of the
Industrial Relations Section at the Massachusetts Institute of Techno-
logy (Locke et al., 1995a). These choices can clearly involve an inter-
national perspective for the firm, as is evidenced in the increasing
research interest in the way that local subsidiaries cope with the pres-
sures for local isomorphism against the imposition of practices from
the parent MNE (Ghoshal and Nohria, 1989; Westney, 1993; Rosenz-
weig and Nohria, 1994; Zaheer, 1995).

A related conceptual research issue arises in relation to ‘intellectual
style’ of the researchers. Each particular researcher will bring to the
task of comparative study a particular set of assumptions about the
focus of the research, i.e. should it be upon cultures and styles of
management, or upon institutional arrangements, or upon national
contingencies. Such assumptions will determine the kinds of results
that are sought for and will tend to predominate over any attempts to
identify areas of convergence towards some universalistic or
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organisational contingency theory or any attempt to identify divergent
societal effects (Smith and Meiskins, 1995).

Each researcher also brings a particular degree of cultural knowledge
and expertise to the task. This culturally rooted knowledge (or assump-
tions) will give the researcher easier access to understanding of his or
her own society, or in some cases to two or even three societies, but it
can make understanding of other societies more difficult. This can
often result in researcher bias in the selection of variables for investiga-
tion and interpretation of data (Rosensweig, 1994).

This problem is most manifest when working in multi-cultural
research teams; the issue of researcher bias can mean that the choice of
subject matter and the type of research involved are contentious issues.
At its simplest, some issues will be ‘live’ and controversial in some
societies, unacknowledged or unremarkable in others. In the field of
HRM, for example, studies of industrial relations might focus on strikes
and disputes in a cross-Atlantic context; but on dispute resolution and
conciliation in a Pacific Basin analysis (Brewster and Tyson, 1991). The
area of equal opportunities policies is another where differing emphases
can be identified: in Britain and the Netherlands, such discussions are
generally concerned with addressing discrimination against women,
ethnic minorities and people with disabilities; in France on the other
hand, even though the proportion of black and ethnic minorities in the
workforce is very similar, this is seen as a sensitive area in which ques-
tioning may infringe civil liberties (Brewster and Hegewisch, 1994). The
MIT group of researchers found that changes in workplace practice
tended to be explained by Americans in terms of ‘strategic choice’ at
the enterprise level and by Europeans in terms of wider institutional
structures (Locke et al., 1995b); a point mirrored by Brewster (1995).

Methodological issues

Beyond that, different research traditions in different countries give rise
to different expectations about the nature of a priori explanation
expected in the construction of research projects. It has been argued,
to take one significant case, that those trained in the United States
tradition prefer to research against limited hypotheses, drawn from the
literature and subject to unequivocal measurement; whereas other
traditions, such as those in the UK, are typically less constrained,
more pragmatic and more open to the development of theory rather
than the testing of it (Brewster, 1995). Adding in the French tradition,
for example, one could find other approaches, perhaps more concerned
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with the creation of overarching theory. None of these approaches is
right or wrong (though they may initially seem so from the perspective
of other approaches) and each has weaknesses, which have led to some
‘uninformative’ research, and strengths, which have enhanced our
understanding of the topic.

The conceptual basis of the research will also influence the choice of
countries in which to conduct the research. There are arguments for
focusing on countries which are, in as many ways as possible, as similar
as can be. If the distorting effects of very different population sizes,
industrial segmentation, wealth, infrastructure and cultural values can
be diminished, then remaining differences in the subject of investigation
can be more clearly identified. The counter-argument suggests that it is
precisely the differences between societies which illuminate and chal-
lenge the unacknowledged assumptions in the way issues are dealt with.
A different form of analysis would lead researchers to focus on coun-
tries which have broader common boundaries (such as ‘Europe’) or
which are major trading partners.

The issue of research approach also needs to be dealt with. The three
dominant approaches to research are the case study, the eclectic sum-
mary and the survey: and these have been used extensively in cross-
national research. The advantages and disadvantages of each approach
is familiar territory (see recently McCarthy, 1994; Millward and
Hawes, 1995).

The case study approach is better suited to the study of complex
qualitative relationships (Morris and Wood, 1991): it is a more flexible
and more informative way of exploring and defining and re-defining
concepts than the survey (Yin, 1994). As the case study approach tends
to be more exploratory in nature, it relies heavily on the interviewing and
analytical skills of the individual researchers (Hyman, 1954; Kahn and
Cannell, 1957). Case studies in international research which have
included a substantial element of HRM include the work of Dore
(1973); Ackroyd et al. (1988); Briggs (1988); Von Glinow and Teagarden
(1988); Gleave and Oliver (1990); Beechler and Yang (1992); Saha (1993);
Love et al. (1994); Easterby-Smith ez al. (1995); and the team coordinated
by Thirkell ez al. (1995). The limitations of the case study technique in
international research partly mirror those of the technique in a purely
national setting. It is inappropriate for attempts to draw conclusions
about the extent of difference between countries, for example; and in the
attempt to use comparative case-studies to explore or explain different
approaches to HRM the choice of cases and the problems of different
national approaches will need to be carefully controlled.
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There is also a strong tradition of national and sectoral comparisons
using more eclectic methods, though these sometimes include case
studies. Such industrial sector studies are based either on the notion
that industrial sectors are internationally interwoven or that holding
industrial sector constant will help to identify whether significant
country influences operate and how they might impact on organisa-
tions. This line of research is exemplified by Gallie (1987, 1988), Smith
(1990), Jurgens (1993), Jurgens et al. (1993), Oliver and Wilkinson
(1992), Kenney and Florida (1994), Locke et al. (1995a), Zaheer
(1995). In many of these studies there is a significant HRM component.
Their explanatory power lies in their ability to go beyond the case study
to provide more general evidence of differences and to utilise a much
wider range of explanatory variables. The difficulties with such eclectic
studies is made clear in a perceptive paper about the MIT project. This
paper indicates that problems arise when different national teams take
different approaches to the same broadly defined ‘vantage points from
which to view changes in employment relations in a given country’
(Locke et al., 1995, p. 142)

The survey is more appropriate for the quantitative measurement of
differences (Babbie, 1990; Oppenheim, 1992). Hence, it is highly applic-
able for the collection of factual data or for gauging the strength of
opinion or attitude on specific issues. Because the survey approach
adopts the use of a standardised questionnaire format, the researchers’
skills are utilised extensively in the questionnaire design phase, while
the data collection phase (the administration or completion of the
document) can utilise less skilled support or (Oppenheim, 1992), as is
typically the case in mailed-out surveys, to be completed by the subject.
When such an approach is being used in a cross-national context it
brings into play the question of analyses and, related to this, the nature
of the conclusions that can be drawn. A simple example would be the
question of reward structures within two organisations in different
countries. A comparison of pay rates is uninformative without detailed
knowledge of purchasing power, lifestyles, cultural issues, state social
security provisions, working hours and working lifetime details and so
on, for each country. Such information cannot be collected through a
survey. Use of a survey to establish comparisons of pay structures — to
what extent are systems of remuneration linked to performance assess-
ment or what is the differential from the top to bottom of the organisa-
tion — while still flawed, may be more valid.

Even with a carefully constructed survey approach, national differ-
ences have to be recognised — particularly in relation to different levels
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of regulation through employment legislation (see e.g. Whitfield ez al.,
1994). ‘Job sharing’, for example, is more narrowly defined in several
European countries than in the UK and under that more narrow
definition is sometimes unlawful. Similarly, some countries prohibit
private recruitment agencies, or provide an automatic right to trade
union recognition, and therefore questions asking whether private
recruitment agencies are utilised or whether trade unions are recognised
would be of limited value there. Such differences may require careful
adaptation of the survey questions. The central requirement is that the
results mean the same thing.

Overall, interpretation of data is perhaps one of the most complex
issues to address in cross-national methodologies. In some areas it is
possible to place the results into the context of previous work in the
field. This can be problematic in newer research areas where informa-
tion may be limited, where the researcher risks misinterpretation and
may be open to cultural bias. The most effective way to add depth to
comparative cross-national survey research is through integrating the
nomothetic and ideographic approach and obtaining qualitative data
setting the results in context. Without some interpretative element the
comparative data will be of limited value and lack explanatory poten-
tial.

If we are to address the explanatory obligation of cross-national
research it is vital that research findings are placed in the national
context. Research conducted jointly between researchers from different
countries, working as multi-cultural teams (what Drenth and Wilpert,
1980 called Decentralised-Collective research), is one approach aimed
at preventing a form of ‘cultural domination’ (or restricted viewing) by
one country. It will also make the process of placing interpretation
firmly in the national context more effective. Further, combining
nomothetic and ideographic approaches provides depth to the thin
broad framework of comparative studies. This process maintains
standardisation in the measurement of variables whilst allowing a
broader exploration of the ‘why’ factor.

PRACTICAL PROBLEMS IN INTERNATIONAL SURVEYS OF
HRM

Two of the key practical problems in undertaking internationally com-
parative surveys of HRM are concerned with sampling frames and
language translation issues.
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Sample frames

A key issue in survey research is obtaining a representative sample. In
single-country studies the difficulties of obtaining an appropriate sam-
pling frame are numerous. The problems are compounded in cross-
national research. The sample frame needs to contain a representative
sample of the population being studied. Cross-national samples must
be both consistent with the research aims and tap into similar samples
across national boundaries.

Compared to surveys conducted within one country, international
surveys require greater flexibility and more compromise in the
establishment of appropriate databases. There are no internationally
representative sources. At national level, where there is perhaps most
comparability, this problem has been widely recognised (Hartmann,
1968; Visser, 1992; Wever, 1995). A primary source of empirical data
used for the examination of trends across countries has been official
statistical sources (Bean and Holden, 1992; Lane, 1994). This includes
data produced by the International Labour Office (ILO), Eurostat, the
official statistical office for Europe, and various national government
sources. Not only are there considerable definitional problems with
such data (Visser, 1992; Wever, 1995) but it tends to be either very
general in terms of coverage of HRM issues or very detailed, and non-
comparable, on highly specific issues such as working time or
remuneration. There is a lack of empirical cross-national data on HRM.

The problem is even more marked at the organisational level. Ana-
lysis of any commercial mailing list, or international comparisons of
professional bodies make this abundantly clear. Many listings which
claim to be international in such publications as sector directories are
partial and/or biased by a focus on or absence of representation from
one or more countries. In addition listings from mailing list companies
are not as comprehensive as they may first appear. Coverage varies
greatly across countries and lists which are perfectly adequate in one
country can prove patchy in other countries. For example, a study
which drew a database from what is arguably one of the most readily
identifiable sources (the Fortune 500) found that of 2045 parents and
affiliates ‘423 of the addresses proved to be inaccurate or out of date’
(Casson et al., 1996). Less commonly used lists are unlikely to be more
accurate. There is a similar, and in some countries even more problem-
atic, difficulty with public sector coverage. In addition, there is a
practical issue of cost; the costs of commercial or governmental lists
can be very high in some countries.
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The reality, therefore, is that, if we reject the proposition that
research which is difficult or cannot be identical should not be
attempted, all such surveys will require a degree of adaptability to
what is possible.

The research sample (in a postal survey the mailing lists) thus have to
take account of local conditions and use the best available list for each
country involved in the research. This may involve, for example, co-
operation from the national professional associations. Researchers
have to address the possibility that this might constitute a source of
bias; including only those organisations or individuals who are, by the
nature of their membership of a professional association, likely to be
more interested in the field. To some extent this is a general problem
with postal surveys: since respondents cannot be forced to reply, those
more interested or more positive about their practices may be more
likely to respond. The important question concerns the nature and
coverage of the lists.

Translation

The primary advantage of the use of questionnaires in cross national
comparable research is the standardisation that can be attained. This is,
however, not a straightforward issue. In such research it is important in
standardising the questionnaire to ensure the ‘correct’ translation into
each relevant language.

This may be achieved through literal translation (Elder, 1976). How-
ever in many instances literal translations are not sufficient as they fail
to translate meaning and are consequently misleading. Therefore the
translation process is as much a matter of meaning as it is linguistics.
Take for example, the case of differentiating between the ‘mission
statement’ and ‘corporate strategy’. While most senior business leaders
in most cultures would be familiar with the terms, an exact literal
translation (where there is no direct correspondence to a commonly
used national term) would often lead to terminology which would be
unfamiliar to the majority of respondents in a particular country. In
such cases it becomes important to achieve conceptual equivalence
(Lincoln and Kalleberg, 1990).

This divergence in meaning attached to words highlights cultural
differences. The problem is amplified when dealing with social as
opposed to technical terminology (Rosenzweig, 1994: 30). The reason
lies in the fact that social terminology linked to attitudinal or percept-
ual data is steeped in the history and traditions of the culture creating
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variation in meaning. For example Lincoln and Kalleberg (1990)
reported difficulties in conceptual equivalence in the study of organisa-
tional commitment and job satisfaction.

One way to reduce conceptual and literal ‘translation’ problems is
through the process of translation and retranslation (Brislin er al.,
1973; Brislin, 1976; cf. Hofstede, 1980).

CROSS-NATIONAL SURVEYS OF HRM

Clearly, our understanding of HRM issues in a comparative context is
best approached using a number of methodologies. Although, com-
parative survey research remains rare there have been some notable
examples. The European Foundation for the Improvement of Living
and Working Conditions has conducted careful comparative studies of
workforce involvement in the introduction of new technology and of
flexible working practices (Bielinski et al. 1992). IBM and Towers
Perrin conducted a global survey in 1991 which examined HRM issues,
among other things. The survey covered 12 countries including 4
European countries, the UK, Germany, France and Italy; however
the response rate was disproportionately biased toward the UK and
included only very small numbers from some of the other countries.
The aim in this instance was directed at understanding how organisa-
tions operate globally and therefore included MNC’s only. In addition,
the sample was restricted to those organisations identified by IBM and
Towers Perrin as being the most effective in highly competitive envir-
onments (Towers, 1992). Given its focus, this survey relied heavily on
attitudinal data, to ascertain the importance firms placed on HR con-
cepts and practices as a means of attaining competitive advantage. It
asked respondents to indicate how important they felt certain practices
were in gaining competitive advantage. Sparrow et al. (1994), respons-
ible for secondary analysis of the HRM aspects of this data, explore
some of the issues surrounding the use of such data.

It has been pointed out that the collection of evidence of factual data
rather than opinions not only reduces linguistic and cultural ‘infection’
of the data, but also lends itself more readily to the examination of
trends (McCarthy 1994).

Another more recent research project which address HR issues is the
International Organisation Observatory project. This is study of a wide
range of organisational climate issues using a combination of ‘factual’
and attitudinal questions. This research was conducted in five countries
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although only part of the questionnaire dealt with human resource
management issues specifically. Thus, there has traditionally been a
lack of comparative data covering a comprehensive range of human
resource issues.

The rest of this paper focuses on the approach used in what is known
as the Cranfield Network on European Human Resource Management
(Cranet — E) both as an example of some of the problems and oppor-
tunities involved in conducting international surveys of HRM policy
and practice — and as an introduction to the data used in the other
chapters in this book.

THE CRANET-E SURVEY

The Cranet-E project is based upon a survey of organisational policies
and practices in HRM across Europe. Current publicly available Euro-
pean labour market data is far from comprehensive in the area of HRM
practices. Available comparable labour market statistics, such as the
EU labour force survey, are broad in their approach to employment,
concentrating more on the type and size of employment than on aspects
of HRM or personnel policy within organisations.

The Cranet-E survey was formulated from the outset as an interna-
tionally comparative survey. Its primary objective was to establish
whether over time there was an increasing ‘Europeanisation’ (or con-
vergence to a common pattern) of specific HRM practices in Europe.
This potential Europeanisation is of course most plainly manifested in
the (now) 15 countries of the European Union, though we did not
restrict the survey to these countries. We were interested in whether
increasing internationalisation would lead to a harmonisation of per-
sonnel policies.

A secondary objective was to establish how far there had been, in
Europe, a shift in personnel policies towards ‘strategic human resource
management’. In other words, one aim of the survey was to gather data
which might help to address questions of how far the range of person-
nel policies are planned, coherent and interactive with corporate strat-
egies.

Thus, the general objective was to extend the range of internationally
comparable evidence about particular policies and practices that have
been seen as relevant to the concept of HRM.

Plainly, the Network takes a positivist approach to the research
problem. The partners are not unaware of the essential difference
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between positivist and anti-positivist epistomologies (Blaikie, 1993) nor
would we wish to deny that the mere systematic accumulation of facts
as a research approach is less neutral than it seems. Our choice to study
HRM and the debates, from different national cultures, that have led to
the creation of the research instrument that we now use are sufficient to
remind us of that. Nevertheless, we would argue that an outside world
exists beyond individual cognition, even if it has to be interpreted
through that mechanism, and we believe that at this stage of our
knowledge there is much value in the accumulation of such facts as
we can gather on an internationally comparative basis, however flawed
that may be as a scientific process.

We are also attracted to the notion of pluralism (Reed, 1985) in the
analysis of our data at least and would accept the interconnection in
our research between the academic researchers and the practitioners:
‘future generations of researchers and writers will have to get used to
the unavoidable tension between the painstaking search for knowledge
and the pressure for something that works’ (Reed, 1985: 202)

The Network

To achieve these objectives an initial network of academics from five
countries (the UK, France, West Germany, Spain and Sweden), was
formed in 1989. This collaborative approach was chosen specifically to
address a number of the design and interpretation difficulties discussed
previously. As the programme of research has continued the network of
academics has grown to include 18 countries in Europe and, in 1996,
more beyond Europe.'

Suggestions from other researchers that such networks need to be
buttressed by carefully written ‘social contracts’ that regulate all
administrative, ownership and dissemination issues and any others
that might cause disagreement or misunderstandings (Drenth and Wil-
pert, 1980) have proven to be unnecessary. Through continual contact,
regular — twice-yearly — meetings, and a collegiate approach by all
concerned the network has operated for over a decade now without
such formalisation. However, as a precaution, a joint policy on diss-
emination has been agreed recently.

Inevitably, particularly given our objective of monitoring develop-
ments over time, the countries which joined the survey at a later date
were more constrained and had less chance to influence the nature of
the research, although extensive debates on the nature and the form of
the instrument take place before each round of data collection.
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A survey approach was adopted. Since the research was focused on
comparisons of policy and practice, in size, sector and national terms,
this was the appropriate methodology. However, the survey is supple-
mented with a more qualitative in-depth approach during the
interpretation phase. All research involves ‘trade-offs’: as a survey
based project the research gains significant advantages of comparabil-
ity but intrinsically losses some explanatory value.

A key question concerned the level of the information needed. Given
the limited resources available, an initial decision was taken to draw
our evidence from specialist HR managers within employing organisa-
tions. Experts in the field have pointed out that, when attempting to
gain a view of the structure and behaviour of social phenomena such as
HR, it is important, though not unproblematic, to obtain a ‘role-holder
who can reasonably speak for the social unit concerned, reliably report-
ing its structure and behaviour’ (Millward and Hawes, 1995: 72). The
nature of the questions being asked demanded some degree of formal-
isation of process and someone who could provide us with an overview
of HRM as it operated in the organisation. This pointed to organisa-
tions with a specialist HR or personnel department. Research in Ger-
many for example (Semlinger and Mendius, 1989) suggests that the
threshold for a specialist personnel function lies at a couple of hundred
employees; thus only organisations employing at least 200 people were
included. In some countries such as Denmark, the Netherlands or
Spain, this definition excludes at least half of the working population,
in others such as Sweden or the UK the small firms sector is less
significant. However, the study of smaller employers would require a
different questionnaire design which was not within the scope of this
project. In the event, several of the countries chose to collect data from
organisations of 100 employees upward although the comparative
statistics that have been presented in articles to date are restricted to
organisations of 200 and above to maintain comparability.

Mailing lists

Developing an appropriate mailing list is a key issue in all survey
research. Some countries, such as Finland, have a comprehensive
national company register, though these usually have limited coverage
of the public sector. In general, however, such a luxury was not available
and therefore other approaches had to be adopted. In some countries,
including the UK, the primary mailing list was obtained from a private
mailing list company specialising in the development of such data bases.
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However, not only were such mailing lists found to be heavily country
biased (even when they claimed to be ‘European’) but, again, they
needed to be supplemented, particularly for the public sector. Profes-
sional associations, such as Personnel Management Associations, were
very helpful, though mailing lists based on such bodies have to be
treated with caution: membership lists, for instance, may be corporately
or individually based depending on the country. In those countries with
individual memberships care has to be taken to avoid duplication. In
addition, such lists alone may not be comprehensive enough.

Public sector employment, in the sense of public administration
covering central and local government, health and higher education,
accounts for a substantial share of total employment in different Euro-
pean countries. Therefore it was important to ensure that public admin-
istration was properly represented in the survey. In countries such as
Denmark, Ireland, Norway, Sweden and the United Kingdom public
and private sector personnel management are reasonably well inte-
grated; there is only one professional body for personnel management
and there is an overlap in training courses and educational routes.
Integration is also reflected in the composition of mailing lists and
generally it was not necessary to supplement sector respondents. This
was not the case in Finland, Germany, France, Italy, Portugal, Turkey
or Spain. In Finland the national company register, which covered the
private sector, was supplemented with a variety of independent listings;
in Germany, individual local authorities will only participate in surveys
if these have been approved by the relevant local authority federations.
Therefore, a sample of organisations were selected from lists provided
by the local authority federations. The federations did not support the
annual repetition of the survey; without this official support the public
sector response in the second year was negligible. In the third year a
limited degree of support was secured from the federations and this was
supplemented by national handbook listings for public sector educa-
tion and health organisations. There was a similar, if not as formalised,
experience in the Netherlands.

In summary, selecting an appropriate comparative sample is a com-
plex task, inevitably involving compromise. For a survey such as ours,
which is intended to show trends in HRM across Europe, the critical
issue is to ensure that samples are as closely matched as possible to the
reality of the countries being studied. Samples which are carefully
matched between countries, but do not reflect the mix of organisations
in each country are easier to manage, but make overall comparisons
between countries problematic.
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The questionnaire

The next phase was the design of the research instrument. This is where
working as part of a collaborative cross-national research team can be
most rewarding — while simultaneously being the most challenging in
the issues it raises. The choice of major issues of interest and prior-
itising of them was established via bilateral and multilateral inter-
national discussions. This involved a great deal of negotiation and
compromise among the collaborating research partners to arrive at a
satisfactory research agenda that would ensure commitment from all
concerned.

Once an initial draft of the areas of research had been agreed, the
potential questionnaire was discussed with Panels of senior practi-
tioners in each country; a questionnaire was formulated; tested with
samples of organisations in each country and refined — following
further discussion — to the final instrument.

As the number of countries has grown this process remains a lengthy
one. Although, the development of close working relationships has
generated a greater appreciation of different national practices and
issues among the partners.

Once the issues to be researched had been agreed, the task of creating
appropriate questions in a standardised format began. The aim was to
produce a standardised questionnaire that could be used in all coun-
tries, while allowing for a recognition of national context in order to
retain meaning. Thus, in recognition of the usual German practice the
group ‘manual workers’ was split into two — skilled (Facharbeiter) and
semi- and unskilled workers. Further difficulties arose in relation to
German public sector terminology and special public sector transla-
tions had to be prepared to take this into account.

A process of translation and retranslation, followed by discussion of
any differences that the process identified, was employed to ensure the
transfer of appropriate meaning (Brislin et al., 1973; Brislin, 1976;
Hofstede, 1980). The dangers of this technique, and in particular the
danger of assuming equivalence where none existed (Bulmer and War-
wick, 1983) were recognised and addressed by two distinct means. First,
differences between the first and second versions might arise from poor
translation, from the fact that the concept was unfamiliar in the second
language, or from structural or institutional differences. The two trans-
lations were, therefore the subject of detailed and sometimes lengthy
discussion, aimed at ensuring that the same information was being
collected. The translation was tested with the target population (i.e.
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personnel/HR directors) to ensure that the terms and questions were
comprehensible.

Secondly, as part of this process, but also as part of our objective of
comparing actual practice, the questionnaire asked, wherever possible,
for hard data (numbers, percentages or, where necessary, a ‘yes/no’)
rather than attitudinal information. Inter alia, this reduces the chance
of variation in responses arising from language or understanding rather
than reality.

The number of open-ended questions was limited to two. These were
coded in each country according to a framework developed mainly in
the first year of the survey by analysing responses from the five coun-
tries included then (with 70 sub-categories for each variable). Survey
research does, to some extent rely on ‘self definition” and therefore
reflects the evaluation of the respondent. Focusing on hard data and
reducing the open-ended questions to a minimum does not eliminate
this problem; but it does reduce it.

Data analysis

The co-ordination of the process of data analysis can create a number
of logistical problems. It was decided that this process should be
centralised, with the UK research team taking responsibility for pro-
cessing the data for all countries. The primary reason for this was to
ensure that at the end of the process we all had data that we could
compare. Centralising the process ensured not only that one data
processing package was used (SPSSX) and one coding frame but also
that the checking, inputting and cleaning process was consistent for all
data. All partners received data on disk, for analysis using their own
statistical packages, also on hard copy and, where possible, they had
access to the centralised database at Cranfield via a modem link.

In order to reduce the opportunity for misinterpretation and to add
some depth in meaning to the data, each national centre meets with a
panel of senior practitioners in each country to discuss their national
results. It was felt that these national panels would add a further
dimension to the research findings by providing qualitative comment
and opinion setting the data into the national context. Each panel
consisted of HR specialists from organisations within each of the
major industrial sectors.

In the first year, the outcomes of these national discussions were used
to feed into an international panel of experts. The expansion of the
number of countries in subsequent years unfortunately made the
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gathering of similar panels too expensive. However, results from the
national panel are fed back at a European level through the twice
yearly meeting of the collaborating research partners.

This project has not overcome the problems of cross-national
research identified above. There is no doubt in the minds of the collab-
orators on the project that opportunities have been missed and mis-
takes made. Nevertheless, the research has been successful in
generating the most extensive body of comparable data on European
HRM practice. The fact that the project has continued, and continues
to be extended to new countries, provides some evidence that it has met
a felt need for information and that comparative cross-national
research of this kind, involving prestigious academic bodies and serious
researchers is not impossible.

Key to the collection and, particularly, the interpretation of such
data is the collaboration of experts from each country. Comparative
research in which ‘observers’ or ‘visitors’ from abroad claim to be able
to explain a range of issues in other countries has to be viewed with
some caution. Our experience is that the excitement of working with
colleagues from other countries far outweighs the difficulties that such
co-operation involves.

1990-95 survey details

What was originally called the Price Waterhouse Cranfield Project
began in 1989 with five countries. Since then data has been collect in
1991, 1992 and 1993 with the latest being completed in 1995/96 (see
Table 16.1).

The number of countries participating has grown from 5 to 23 (for
other research purposes separate surveys are still conducted in East and
West Germany) and are represented in Table 16.1.

Data collection procedures and sample distributions for the years
1990 to 1992 are discussed in detail in Brewster and Hegewisch (1994).
The remainder of this chapter will be restricted to a discussion of the
1995 data from which the articles in the book are drawn. In 1995 a total
of 6289 questionnaires were returned from 15 countries. This gave a 21
per cent response rate (see Table 16.2). There was, as in past years,
some variation in response rates across countries (see Figure 16.1).
This may in part be due to differences in attitudes to surveys and
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Table 16.1 Countries surveyed
1990 1991 1992 1993 1995 1996
Germany(W) Germany(W) Germany(W) Germany(W)
Spain Spain Spain Spain
France France France France
Sweden Sweden Sweden Sweden
UK UK UK UK
Denmark Denmark Denmark
Netherlands Netherlands Netherlands
Norway Norway Norway
Switzerland Switzerland
Italy Italy
Finland Finland
Ireland Ireland
Portugal
Turkey Turkey
Germany (E) Germany (E) Germany (E)
Greece Greece
Austria
Czech Republic
Belgium
Poland
Hungry
Australia
New Zealand

Table 16.2 European survey response rates

Response rate

Returns for 200 plus

Year Sample Returns (%) employees
1990 25.200 5.682 22 5.098
1991 32.200 5.511 17 5.449
1992* 37.360 6.426 17 5.316
1995 29.540 6.289 21 4.792

* 1993 data included in these calculations.

the disclosure of organisational details across countries. There were
also variations in mail-out strategies; for example, in Greece companies
were first approached by telephone before receiving a questionnaire.
The distribution of industry sectors is depicted in Figure 16.2. It is
clear that the sample is dominated by manufacturing organisations
which make up 48 per cent of the sample. Service and public sector
organisations represent around one-third of the sample. This sector
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distribution has remained relatively constant over the four years of the
survey.

The size distribution breakdowns indicate that the sample is heavily
represented by organisations employing more than 500 people (see
Figure 16.3). Approximately one-third of the sample employs between
200 and 499 employees, one quarter employs 500 to 999 employees,
with one in ten employing more than 1000. Again over the four year
period the size distribution has remained relatively constant.
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CONCLUSION

The significance of national differences has been demonstrated at both
the conceptual and methodological level. If theories on HRM are to
move forward we need to be wary of making assumptions about the
universal applicability of practices across all national contexts, or the
superiority of practices in one country over those in another. The same
cautions need also be heralded with respect to comparative research
design. For instance, lack of attention to language issues can result in
inaccurate and misleading conclusions being drawn regarding organ-
isational practice. One way of addressing such research bias is the
formation of multi-cultural research teams or networks. In such cases
it is important that all partners have an equal contribution leading to
deeper discussion of the issues under investigation. Ethnocentric
research networks will inevitably lead to the perpetuation of single
country theories. However, it must also be acknowledged that com-
parative research demands compromise at all levels.

Note

1. The survey was conducted in Australia and New Zealand in 1996:
and in Japan in 1999 and Canada in Autumn 1996.
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