1.1 What is human resource management?

HRM is as a set of loosely related ideas, concepts, and techniques held together by the common underlying premise that, within any organization, maximisation of the utilization of human resources is crucial to maintain and enhance competitiveness in a world where those who do not compete successfully simply do not survive. 

1.2 The origins and evolution of HRM

One of the most important catalysts for the emergence of HRM came from developments in strategic thinking about how businesses would need to adapt and change to survive in the eighties and nineties. 

1.2.1 Business strategy in an increasingly competitive environment

From a Western perspective, the early eighties was a time of much soul searching about the future competitiveness of the Western economies in general, and Western-based companies in particular. In brief, at that time the Far East, especially Japan, seemed to have gained significant competitive advantage over the West. This was seen as a particularly threatening phenomenon because of a number of other factors, especially the globalisation of markets and the associated intensification of competition world-wide. Analysis of the Japanese phenomenon seemed to point towards better utilisation of people resources as a key factor in its success. (Focus on excellence and continual improvement, the provision of an element of autonomy and influence on decisions for employees, the creation of a culture within the organisation of shared commitment, how people are managed is the key to competitive advantage and organisational success. individual entrepreneurial activity as the engine of economic success Trade Union movement was seen as a barrier to economic progress consumerism to the provision of services in the public sector. Thus, for example, in education students became ‘clients’ and educational ‘products’ now had to be ‘consumer’), 

Human resource considerations would need to be linked into the design and implementation of overall business strategy finally; management of people could no longer be the sole prerogative of personnel specialists. It would now need to be much more the responsibility of all managers.

1.2.2 Personnel management

Human resource matters lay within the personnel function. A typical list of personnel management functions carried out in organisations would be very wide and would include advising on activities such as: recruitment and selection, performance appraisal, training and development, payment and pension systems, industrial relations, and so on. These are all critically important functions which are capable of being carried out at two levels. At an operational level, all of these have to be conducted as a part of the organisation’s everyday activities. However, most also have a strategic element, in the sense that they can be integrated into the overall objectives of the organisation. Take the example of training. At the operational level, the personnel department would be responsible for administering and running courses. At a strategic level, a relevant issue might be the question of how much should be invested in training, given the direction in which the organisation is going and what it wants to achieve. From an HRM perspective, most, if not all, people management issues should be considered from a strategic as well as an operational perspective. 

In summary, it appears that, historically, personnel management has had only a partial role in the management of people in organisations. It has had an essential role at the operational level in, for example, advising on and implementing selection systems, payment methods, training and development programmes, welfare arrangements, and a host of other activities. It has had much less impact, however, at the strategic level. Thus its role has been seen as specialist and technical, rather than strategic. 

1.2.3 Organisational behaviour

There are a number of approaches which can be taken here, but many of them have their origins in theories and research findings in the field of organisational behaviour (OB). OB is the study of human behaviour and experiences in organisations. An example of the link between OB and HRM is in the area of employee motivation. Many HRM interventions are designed to increase employee motivation and commitment, and OB has provided rich insights into the nature of both of these phenomena. The same can be said for the management of rewards, team working, autonomous work groups, and culture.
1.3 Philosophical and theoretical perspectives of HRM

1.3.1 Hard versus soft HRM

The ‘hard’ approach sees people as resources just like any other resource possessed by the organisation, the objective being to maximise their benefits and minimise their costs to the organisation. Hard HRM might emphasise the desirability of changing work practices so that fewer people could produce the required amount of goods or services. Full-time employees cost more than part-time ones, so that a shift to more part-time workers would also be advantageous from a hard HRM perspective, as would outsourcing. 

The ‘soft’ approach to HRM, on the other hand, emphasises the human, rather than the resource, element of the equation. According to this view, people have enormous potential to increase their contribution to the organisation if the conditions can be set up to release this potential
1.3.2 The nature of work motivation and behaviour

A common assumption is that the key to producing enhanced performance is to create the conditions where employees will have a high level of commitment to the organisation Another common assumption is that people will respond positively if they are given more power over decision making in the workplace. 

1.3.3 Organisational conditions and effectiveness

It is argued that a key pre-requisite for the development of employee commitment is the creation of the right kind of organisational culture. Although, changing culture is easier said than done, HRM is often associated with the introduction of new and innovative forms of work organisation, such as the introduction of various forms of flexible working arrangements. One example of this is task flexibility, where traditional boundaries between jobs are reduced or removed so that, for example, within a work group, each individual is expected to be able to carry out most or all of the different work roles. 

1.4 HRM as a strategic activity

What is the lynchpin which puts a particular set of HRM philosophies, approaches and techniques within the context of a specific organisation? According to the theories, this is driven by the strategic role of HRM. 

At one level, the role of HRM is restricted to that of facilitating a predetermined business strategy. For example, suppose an organisation develops a business strategy which aims to gain competitive advantage by producing high value added, high quality products. Part of an HRM strategic objective to support this might be the development of a quality oriented culture within the organisation. A number of changes could be introduced to help achieve this objective. For example, communication systems could be introduced continually to reinforce the quality message. Self-managed teams with responsibility for their own quality control could be set up. In order to back

up the introduction of self-managed teams, appraisal systems designed to monitor performance might be changed from being carried out on an individual basis to being done on a group basis. This example illustrates both the strategic support role of HRM and the integrative nature of strategic HRM where communication systems, team working, and appraisal systems are considered as a whole in the light of the strategic objective.  Strategic HRM as outlined above has essentially an enabling role in the sense that it only becomes involved in the process after the overall business strategy has been formulated. 
However, there are strong arguments for the inclusion of HRM at the strategy formulation stage. As indicated above, the analysis of the organisation’s existing strengths and weaknesses is central to strategy formulation. Since the organisation’s human resources are a key aspect of its strengths and weaknesses, the nature of these must influence strategic choices. To take just one example, the optimal strategic direction for an organisation with a large pool of highly educated and skilled employees may be quite different from one where there is a very small pool of such people. At worst, failure to recognise the people resource input into strategic decisions may mean that strategic plans are simply not capable of being implemented. At best, the integration of HRM strategy with overall strategy can optimise the whole formulation and implementation process.

1.5 HRM as an operational level activity

At the operational level, HRM has much in common with conventional approaches to personnel management. Nevertheless, an HRM perspective will often influence both the relative importance attributed to a particular activity and the precise way in which it is carried out. Thus, while both traditional personnel management and HRM accept the importance of effective recruitment and selection for organisational performance, the emphasis on the qualities sought in recruits may be different. For example, strategic considerations frequently emphasise the need for organisations continually to adapt and change to meet the demands of a changing environment. This implies a greater focus on attitudinal qualities in selection, such as an openness to new ideas and a willingness to accept and even welcome change, than might have been the case in the past. The approach of HRM to industrial relations would be quite different from that of personnel management.

The effectiveness of any organisation clearly depends in large measure on the dayto- day performance of its individual employees and a key focus of operational HRM is the development and application of techniques which will maximise this performance. Clearly, individuals can only deliver high performance provided they have the necessary skills and abilities to do so and much of the work of operational HRM specialists has been concerned with identifying, measuring, and developing the key abilities individuals need to perform their work roles to the highest possible standards. These include the use of selection techniques designed to ensure that individuals with certain key abilities are recruited into the organisation in the first place; the application of appraisal methods to measure accurately and comprehensively the performance of existing employees and to provide them with feedback on how to improve their effectiveness; and the design and implementation of training programmes to develop key skills.  Changes in the employment contract to reflect the new transactional nature of the employment relationship between employees and employers have affected the nature of company reward practices. The investment in human capital from which a reasonable return is required has encouraged companies to adopt a more strategic approach to the management of their reward systems. 

