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Chapter 1
Evolution of human resource management
Online resources
A wealth of resources related to this chapter is accessible from http://login.cengage.com. Please contact your Cengage sales representative if you need any assistance accessing these resources.
Available resources include:

· this instructor manual

· test banks 

· PowerPoint presentations

· video teaching notes

· artwork files from the text

· the CourseMate Express website for students. 

CourseMate Express brings concepts to life with interactive learning, study and exam preparation tools that support Human Resource Management. Each new copy of the ninth edition of Human Resource Management includes a code card for the CourseMate Express for Human Resource Management website, giving students access to a suite of resources to help them study, including:

· weblinks

· interactive quizzes

· videos and self-assessments

· flashcards

· glossary

· games

· and much more!

Learning objectives
After reading this chapter, you will be able to:
1 define the purposes and scope of human resource management (HRM) in Australia

2 trace the development of HRM in Australia (and the Asia Pacific region), including its influences, issues and theories

3 explain the concept of strategic human resource management (SHRM)

4 understand the relationship between SHRM, business strategies and HRM functions

4 discuss the links between SHRM and organisational strategy, structure, culture and policy

6 describe the principal roles, functions and outcomes of Australian HRM professionals
7 define the professional and ethical principles which guide HRM.

Summary
HRM is a complex and rapidly changing field of practice in industry. Despite its comparatively recent origins, and drawing upon both overseas and local influences, HRM is a critical factor in the success of all organisations.

Beginning in the 1940s as a series of functions, often neither integrated nor based upon solid conceptual foundations, modern SHRM is a dynamic specialisation in the process of refining its philosophies, practices and overall contributions to organisational effectiveness. In response to external influences, including economic, demographic, legislative and social changes, as well as its own history, HRM is adopting a strategic approach to the management of human resources for corporate benefit. As with other professions, HRM confronts a number of difficult issues and dilemmas concerning ethics, roles, practices and the nature of its professional association. Further development of SHRM will eventually resolve these issues in creative and effective ways.

Key terms

· employment relationship, p. 12
· globalisation, p. 3
· ‘hard’ HRM, p. 17
· HRM community, p. 37
· HRM ethics, p. 40
· human resource management (HRM), p. 3
· legal contract, p. 12
· pluralist, p. 16
· psychological contract, p. 12
· resource-based model, p. 22
· social contract, p. 12
· ‘soft’ HRM, p. 17
· strategic human resource management (SHRM), p. 6
· unitarist, p. 16
Chapter outline
Introduction
The authors begin this chapter with a discussion about the importance of HRM for business. The chapter then provides a historical overview of the development of SHRM in Australia, demonstrating the parallel development of HRM in the United Kingdom and the United States. At this point, it is important to emphasise to students that the discipline of SHRM is still in a state of evolution.
With the history and the foundation of HRM established, the authors also introduce a number of theoretical concepts and models that have been established to describe and explain SHRM, such as the Harvard model, unitarist/pluralist approaches and ‘hard/soft’ HRM.
The chapter concludes with the relationship between organisational structure and culture and SHRM policy. Finally, it presents an examination of the roles and functions of HRM and the professional competencies and ethics required of HRM professionals along with a presentation of their own SHRM model.
Student activity
The introduction of the chapter suggests that developments in business operations and technology, as well as political, economic and social changes, have begun to transform the nature of jobs and workplaces. To help the participants realise the human resource impact of strategic business decisions, the following discussion topics and activities are offered.
Discussion topics
Either working in groups or individually, ask participants to think about and discuss the following topics.

1. Ask students to consider and identify the technological developments and workplace changes that have occurred in a specific industry over the past 10–15 years, for instance, banking and finance, education or retail.

2. After brainstorming the developments in technology and changes to workplace practices, ask students to examine the HR implications of those developments and changes.
3. Ask students to conduct a visioning exercise. Take a specific industry (e.g. manufacturing, retail, telecommunications, etc.) and brainstorm the changes that are likely to occur within that industry over the next 10–20 years. Ask the participants to then explore the HR implications of the predicted changes.
Origins of, and influences on, HRM
Originally, ‘personnel management’ referred to a set of functions or activities (e.g.

recruitment, selection, training, salary administration and industrial relations), often performed effectively but with little relationship between the various activities and overall organisational objectives. In response to their earlier and more widespread adoption of mass production work processes, personnel management developed earlier in the United Kingdom and the United States than in Australia and Asia Pacific countries.

In the 1900s, management theorists in the United States and United Kingdom began to examine the nature of work and work systems, and to develop models based upon emerging psychological and sociological research. Later works of the Classical School, the Behavioural School, Contingency, Excellence and Total Quality Management have contributed to the further development of HRM.

Stages in the development of HRM
Australian HRM has developed similarly to in the United Kingdom and the United States, with some differences in the stages of development and in the influences of social, economic, political and industrial relations factors.
This chapter summarises the following stages of development.
Stage one
· 1900–1940s; welfare and administration.
Stage two
· 1940s–mid-1970s; welfare, administration, staffing and training.
Stage three
· mid-1970s–late 1990s; HRM and SHRM.
Stage four
· 2000+; SHRM into the future.
Student activity

Ask students to examine and explore the reasons for the evolution of human resource research and practice.
In small groups, or working individually, each person should be allocated with one (or more) stage/s of development. Students can either brainstorm or systematically research the social, political, economic and industrial relations climate during that stage of development and demonstrate what impact and influences these factors had on the way in which human resources were managed.
Teaching note
This activity could be done quickly as a small activity during class as a warm-up to the exploration of SHRM. Alternatively, the activity could be expanded and used as a deeper intensive research activity where participants, either working in groups or working individually, prepare a presentation for the class on the ‘life and times of HRM’ for a specific stage. Again, if desirable, this could form a component of the assessment system.
The changing employment contract – legal, social and psychological 
There is considerable agreement that a focus on the business outcomes of SHRM must be coupled with increased attention to employee satisfaction, for both productivity and retention purposes. The employment relationship comprises a set of overlapping contracts, namely the legal contract, the social contract and the psychological contract. 

· The legal contract sets out the terms and conditions of work, and is based on enforceable legal rights and obligations.
· The social contract is ‘the mutual expectations and obligations that employers, employees and society at large have for work and employment relationships ... a set of norms that hold us all accountable for adding value at work and for providing work that is a productive, meaningful life experience’ (Kochan 2004).
· The psychological contract refers to the ‘reciprocal expectations of individual employees and their individual managers, and includes the whole pattern of rights, privileges and obligations between employees and their organisations ... beliefs about fairness, trust and the delivery of worthwhile employment relationships’ (Baird 2001).
HRM and SHRM – evolving concepts and models
In the text, it is argued that HRM differs from earlier personnel management models in focus, principle and application, including the Harvard model of HRM shown in Figure 1.1. The model depicts HRM as a set of broad policy choices in response to the demands of organisational characteristics (e.g. stakeholders, business strategy and conditions, management philosophy, technology) within the context of the external labour market and social, economic and political conditions.
From this model, students should note that the principles that HRM theories are based on are generally broader and more managerial in their emphasis than the principles of personnel management. Application of HRM theory may be diffused and adapted for different environments, and accordingly the text moves into a discussion exploring the different debates evident between the unitarist and pluralist models of the employment relationship and the hard or soft approaches to HRM. The tensions and synergies between HRM and industrial relations (IR) are then explored and the impact of industry, workplace and national contexts reinforced. Finally, the discussion explores the current links between HR and organisational strategies, such as accommodative, interactive and fully integrated.
HRM – a unitarist or pluralist approach to the employment relationship?
Students should understand that any single model of HRM will not be appropriate for all environments. 

Considerable debate takes place over whether HRM is essentially unitarist or pluralist in its perception of the employment relationship. A unitarist approach, often reflected in North American models of HRM and the traditional practices of countries such as Singapore and Malaysia, assumes common interests between employers and employees, and attempts to encourage commitment by both inclusive (e.g. communication, consultation, rewards systems) and exclusive (e.g. discouragement of union membership, greenfield sites) means. A pluralist approach, on the other hand, recognises that employers and their employees will inevitably experience conflicts of interest, which HRM will need to negotiate and resolve in order to meet organisational goals.

‘Hard’ or ‘soft’ HRM?
Depending on the assumptions about the nature of the employment relationship, different HRM approaches have been developed to accommodate the diverse industry and workplace contexts in which they operate. Both ‘hard’ and ‘soft’ HRM approaches reflect their underlying management theories as well as different national or industry environments. SHRM as a concept incorporates both perspectives – the ‘hard’ management aspects of strategy formulation, human resource planning and program evaluation; and the ‘soft’ features of communication and consultation with employees, motivation and leadership. 

Strategic international human resource management 

The discussion about the international dimensions of HRM looks at how long it has been in existence and recognises SIHRM as encompassing SHRM in multinationals (i.e. the impact of context and culture on SHRM), comparative HRM (i.e. comparisons of HRM theories and practices in different countries or regions) and/or the management of expatriates in different countries or regions.
Student activity
Provide students with an opportunity to explore the complexities involved in determining how global workforces are managed.
Strategic HRM in multinationals

Using either the provided case study outlined in the International perspectives box in Chapter 1 (Women in global business, p. 27) or another cultural context, ask students to develop an action plan of the strategic considerations needed and the SIHRM policies and practices that would follow.
Teaching note
As with some of the activities earlier in the chapter, this exercise can be used as a simple in-class activity that assists the students to begin thinking deeply about the situation and to engage them with the current content of the class. Alternatively, the exercise can be expanded into a larger research activity where the students are required to find a domestic organisation, analyse the organisation and its HRM strategy and then develop an internationalisation strategy for the organisation. The students can then explore and justify the HRM strategy (using research) and the implications for processes and policies of managing an international workforce. This exercise can form a component of the formal assessment.
HRM and industrial relations
Some writers suggest that industrial relations systems and traditions interfere with (or even prevent) the application of HRM theories. Others observe that the management of human resources includes the management of the industrial (or employment) relations systems and practices of each organisation. Yet others see industrial relations systems and practices as merely a part of the overall environment within which HRM functions. It is noted that the ways in which HRM and IR operate are heavily dependent on national, industry and workplace contexts.
Business strategy and HRM

Porter (1985) divides all business strategies into three categories – cost leadership, product differentiation and market segments – while Schuler and Jackson refine these as innovation, quality improvement and cost reduction strategies. Table 1.2 illustrates the alignment between these three kinds of organisational strategies and associated HRM strategies and functions. HRM strategies (like business strategies) will need to take account of changes in both the external and internal environments of their organisations, and consequently to provide for contingencies that may arise during the planning period.

Several types of linkages between HR and organisational strategies have been identified, as follows.

· Interactive: This is a two-way communication process between HRM and corporate planning in which HRM contributes to, and then reacts to, overall strategies.

· Fully integrated: The HR specialist is intimately involved in the overall strategic process in both formal and informal interactions – a real reflection of SHRM in practice.
· Accommodative: HR strategies simply follow organisational strategies, accommodating the staffing needs of already-chosen business strategies.
Student activity
One of the first questions posed is: Does HR strategy effectively modify culture, or does culture drive strategy?
To begin exploring this question, ask the students to analyse their university/college/school.
4. How is this institution different from a neighbouring institution?
5. What are the elements of this institution’s strategy that are attractive to you?
6. What competitive advantage does this institution offer in comparison with other institutions?
7. What symbols exist that demonstrate the culture of the institution?
8. Do you believe that the HR strategy has anything to do with the culture, or has the culture driven the strategy?
Students can continue analysing their current institution. Although it is likely that many students might not have a very clear understanding of the management of their institution, some speculation using the artefacts of the institution might provide some insight. Evaluation regarding alternative structures/strategies/culture options could provide greater insight into the relationships between these important variables.
9. Do the ways in which organisations arrange themselves significantly influence culture, or does existing culture determine the nature of such arrangements?
10. Does the nature of an organisation’s structure hinder or assist proposed business strategies, or do the strategies themselves determine the appropriate structure of the organisation?
SHRM

SHRM emphasises the need for HR plans and strategies to be formulated within the context of overall organisational strategies and objectives, and to be responsive to the changing nature of the organisation’s external environment (i.e. its competitors, the national and international arenas). A strong implication of SHRM theory is that HR plans and strategies should be developed on a long-term basis, taking into account likely changes in society, IR systems, economic conditions, legislation, global and technological issues and new directions in business operations. Ultimately, the key focus of SHRM is to contribute to organisational effectiveness by ensuring that HR strategies and policies support desired organisational outcomes. Table 1.3 summarises the characteristics of SHRM and the roles of HR, senior and line managers.

Student activity
This is usually a useful point at which to engage with the students about their future career thoughts. It can be surprising to find that many students have not given a great deal of thought to the structure of their own careers and the roles that they wish to play in business or human resources.
My business career
This activity is a very brief visioning and action planning exercise.
Working individually at first, then in small groups, ask the students to predict where they will be in two years’, five years’ and 10 years’ time. Suggest that everything they have planned has gone smoothly, they have received the grades they wanted from university/college/school, they’ve been appointed to the positions they have wanted, they have sufficient resources to keep meeting their needs and so on.
If required, you could use the following questions as prompts:
· What role will they be working in?
· Where will they be located?
· What is the focus of their life?
· Have they undertaken any additional education?
· Are they employed in the human resources field? If so why; if not, why not?
Encourage all students to consider their future and to develop an action plan and specific goals that must be achieved in order for their ‘vision’ to be achieved.
Strategic international human resource management

SIHRM is concerned with the management of global workforces, including features such as the choice and development of global leaders and global ‘mindsets’, ‘global employees’ and ‘global HRM systems’.

SIHRM encompasses not only traditional processes of expatriation (i.e. sending home-country managers and employees to foreign locations), but also non-traditional international approaches such as global or virtual teamwork, short-term international travel, short-term projects, international commuting, frequent flying and even ‘virtual assignments’ (routine international job rotation schemes, commuter projects). While these kinds of jobs and work regimens require some of the same HRM activities as those in domestic operations, they also present more complex problems, including the need for more sophisticated employee skills (e.g. language and cross-cultural); additional human resource development and career plans; complicated international remuneration and performance management schemes; and a broader range of occupational health and safety issues (e.g. stress, fatigue, terrorism and security threats, deep vein thrombosis) and associated family issues such as ‘intermittent spouse syndrome’.
Critics of SHRM

There are three main criticism of SHRM. First, some authors have raised ethical questions about SHRM, particularly concerning its emphasis on employees as resources or human capital. Second, SHRM may also infer a ‘hard’ (rather than a ‘soft’) HRM focus. Third, SHRM theory assumes the capacity and commitment of senior managers and HR specialists to broad- and long-term perspectives of organisational planning. However, some senior managers and HR specialists may lack the appropriate managerial capacity or commitment, and others may not possess the status, self-confidence or business acumen to implement the SHRM agenda. The authors provide research evidence of SHRM across different nations such as the United States, Australia, the United Kingdom and Asia. 

Relationships between culture, strategy, structure and SHRM
Linked to the previous analysis of HRM strategy and the internationalisation of businesses is the importance of understanding the relationships between organisational culture, strategy and SHRM. This includes the debate about the relationship between corporate and HR strategies, the connection between HR strategies and organisational culture and the relationship between corporate strategy and structure. The authors pose a number of questions that could be considered by students in class or in assessment activities.
HRM: roles and functions

The roles, functions and strategies of HRM are many and varied, and depend heavily on the nature of organisations, the vision and skills of both HR professionals and line managers (who generally carry out operational and functional HR functions), and changes in the external environments of organisations.

The HRM ‘community’, its competencies and the role of HR professional associations

Recently, business and financial management have become focused on corporate governance and the social responsibility of business. The authors outline that HR is often considered to be the ‘ethical conscience’ of an organisation. HRM in practice 1.3 provides a recent snapshot of the characteristics of Australian HR professionals. It is similar to those from neighbouring countries, including New Zealand and in Asia.
Student activity

Exploring ethical dilemmas is frequently the most effective way of asking students to examine the nature of professionalism and ethical codes. Usually, it is not until conflicts between values and ethics arise that the difficulties in decision-making occur.

Individually, or in small groups, ask students to visit the Ethics Centre at http://www.ethics.org.au. The centre has numerous archived cases of ethical dilemmas. Students can choose a specific case from the archive and then prepare a brief presentation for the class that explores the dilemma in more detail from a HR perspective. The students can lead a class discussion and debate about the dilemma and how it might be resolved.
The AHRI Model of Excellence
According to the Australian Human Resources Institute (AHRI), ‘The Model of Excellence is a graphic representation that combines what HR practitioners should know, what they are expected to do and what their peers expect them to be in terms of behaviours and capabilities’. The circles of the Model of Excellence (MoE) outline 10 behaviours and seven capabilities considered indispensable for HR practitioners (see Table 1.4).

HRM functions
The functional areas that constitute a HRM system include:

· human resource policy
· human resource planning
· human resource information management systems

· knowledge management

· ethics, governance and (sometimes) corporate social responsibility

· work and job analysis, design and evaluation 

· recruitment and selection 

· diversity management 

· career management 

· employee and management training and development 

· counselling, discipline and termination/separation 

· performance and quality management 

· remuneration and benefits 

· industrial relations management 

· financial management of employee schemes and overall accountability and evaluation 

· workplace health and safety. 

Ethics and HRM
Discussion of ethical issues in HRM presupposes that organisations have moral

responsibilities towards all their stakeholders (e.g. governments, owners, shareholders, managers, employees, suppliers and customers, communities, social and ecological environments). The prominence of stakeholder theory, which emphasises the responsibilities that organisations have towards all associated stakeholders, reflects a shift away from past emphases on shareholders’ interests, and demands a more complex organisational approach. Figure 1.4 illustrates five professional ethics items governing professional conduct in HRM.

SHRM – our model and this text
Figure 1.5 shows the SHRM model that is used as the overall structure of the text. This model incorporates the major themes of SHRM:
· Business acumen and knowledge of the HR specialist feeds into the strategic business plan of the company.

· There is awareness of, and responsiveness to, the characteristics of the dynamic external environments (e.g. global, national, industrial) of organisations.

· Human resource strategy is directly responsive to identified business requirements, which then inform specific HR plans and policies.

· In their turn, the HR plans and policies guide the development and refinement of all HR practices and systems, which are shown as clearly integrated with each other, and with the HR strategies and plans.

· The effectiveness or outcomes of the HR processes are reflected in desired strategic organisational outcomes (e.g. performance, productivity, effectiveness, cost-effectiveness, profitability) and the achievement of overall business strategies.

· The process is long-term and cyclical, with sufficient flexibility to permit directional changes in human resource strategy according to changes in organisational strategies and/or the dynamic external environments.
Sample responses to critical issues
The critical issues (CIs) are intended to encourage students to analyse the issues raised in the text and should be supplemented with further readings. The following responses are intended as a guide only, to promote discussion, and are not offered as the ‘correct’ response. Used effectively, the CIs should extend students’ appreciation of the evolution of HRM.

Critical issue 1 – Globalisation
Globalisation of business has become a reality, with the economic interconnectedness of nations and their organisations facilitated by new technologies and an increasing number of trade agreements between countries and regions.
a Following the Asian economic crisis of 1997, the 2008–9 Global Financial Crisis, and more recent financial problems in the EU, what might HR professionals do, both strategically and operationally, to ensure that their organisations’ HRM systems and practices are fully transparent and accountable?
From a strategic HRM perspective, transparency and accountability in HRM do not function or exist in a vacuum. Their strength is derived, to a great extent, from other core dimensions; competence or merit, ethics and professionalism. Transparency is reinforced by formal and bureaucratically driven accountability. The lack of control over HR utilisation and the impact assessment of HRM decisions widens the opportunity for malpractice and corruption, not to mention under-performance.
Operationally, the HR function needs to:

· Reinforce compliance with legal requirements. Being compliant with relevant legislation is the absolute minimum standard that organisations must achieve. The Standards reinforce compliance but also provide a rationale as to why organisations should do more than the minimum.
· Support active and positive approaches to working with employees. Rather than being reactive to continuing problems, the Standards provide managers with information to establish processes and practices that encourage and support employees in their current and future work.
· Contribute to a fair and equitable work environment. The Standards set the stage for developing processes that are clear, known and applied consistently so that expectations in performance and relationships essential to an effective workplace are established and promoted.
· Integrate with standards that support organisational excellence in governance and accountability. HR management practices do not function in isolation, but are part of the organisation’s overall approach to interacting with the public, funders, volunteers and other organisations. HR management standards must be integrated with other standards, such as good governance, ethical fundraising and financial accountability.
· Act as a foundation for individual learning and organisational improvement. The Standards support organisations in identifying areas for improvement and to make a clear link between employee performance and organisational results.
· Provide tools that will build organisational effectiveness. By implementing the Standards, organisations make a demonstrable commitment to excellence and allocating resources to ensure capacity is built and sustained and that their mandate is accomplished.
Critical issue 2 – The psychological contract
The psychological contract refers to the mutual expectations of employers and their employees with respect to rights, privileges and obligations within the employment relationship. It includes such notions as employee engagement, emotional intelligence, equity and trust.
a What do you think has changed in Gen X and Gen Y employees’ psychological expectations of their employers, and vice versa? What do HR professionals need to do to address these new expectations?
A psychological contract in a business context is best described as an ‘individual employee’s belief in mutual obligations between that person and an employer’ (Cullinane and Dundon 2006, p. 113). There is the belief that these mutual obligations have permanently evolved due to a changing labour market and generational issues.
One of the main ideas behind this permanent evolution is a generational shift within organisations. As the population of Gen Y steadily increases and, more importantly, the Baby Boomers are beginning to retire, organisations are faced with changing demands from employees in the form of retention and engagement. 
Gen X is seen to be technology savvy. They thrive on challenge, responsibility, and have high requirements on diversity, work life balance and open communication at work, compared to the Boomers’ preference for a more rigid, work-centric approach. On the other hand, Gen Y prefers online communication, such as email, instant messaging, blogs and text messages, rather than on the phone or face–t--face communication. Cybertraining, web-based delivery systems and telecommuting are the preferred methods of training. Similar to Gen X, Gen Y seek personal and professional growth, and meaningful careers, and thus don’t tend to be attached to one organisation for long. 
Critical issue 3 – Strategic HRM
SHRM models and theories suggest that all HR strategies, plans and processes should be formulated within the context of broad organisational strategies, and should be responsive to the changing nature of organisations’ external environments.
a What are the reasons why HRM strategies are sometimes not well-aligned with business goals and objectives, from the perspectives of both senior managers and HR professionals?
Students can present different answers. Main reasons are: 1) HR functions are often too focused on administration; 2) HR practitioners lack HR competencies; 3) HR lacks accountability; 4) HR lacks alignment with other departmental and organisational goals. 
Critical issue 4 – HR roles
While HR professionals perform many different kinds of functions (some of which are shared with senior, middle and line managers), there are three primary roles: strategic, operational and administrative. According to the AHRI’s Model of Excellence there are also seven key competencies, and 10 associated behaviours.

a In small groups, choose one of these competencies, and explore its applications in an industry, an organisation or a workplace with which you are familiar.
Students can choose any of the competencies; however, they need to understand the three roles, namely:

Strategic – In a strategic role, HR professionals will be more concerned with the macro level of the organisation and act as strategic business partners to ensure that HR plays an important role in meeting organisational goals. In this role, the HR professional will develop and drive, but not necessarily implement, HR’s strategic direction. In this role, practitioners would be expected to have excellent communication and leadership skills to gain support for new initiatives. They also need to be forward thinking and creative to maximise the competitive advantage of strategies.
Operational – Operational level HR professionals are more hands on and generally have a higher level of interaction with employees, a perfect example being a line manager. In this role, activities like performance management and dispute resolution will be performed. One of the most important skills at this level is people management and the ability to motivate employees to meet targets.
Administrative – At an administrative level, HR professionals will play more of a support role to the overall success and function of the organisation. These administrative functions may include payroll and recruitment. At this level, practitioners need to have good organisational skills and attention to detail.
The seven competencies are: 
Expert practitioner – Expert practitioners are HR professionals with expert practice knowledge who can apply this knowledge to deliver business outcomes.
Credible activist – A credible activist will display strong negotiation and communication skills to outlay HR advice in order to attain objectives.
Strategic architect – Strategic architects in the HR field look to contribute as well as formulate and drive the HR vision for the organisation. Strategic architects will be proactive business leaders with the ability to identify gaps in functions that will improve HR practice within the organisation.
Business driven – HR professionals who are business driven are able to understand the relationship between people management strategies and business goals. To be business driven, HR professionals will need to have a sound knowledge of business operations in order to be able to partner HR strategies with organisational strategies.
Workforce designer – Workforce designers will typically range from support to driving of development of the organisation through elite human capital. A workforce designer will have the ability to motivate their staff in order to deliver the performance the organisation needs in its development phase.
Stakeholder manager –A stakeholder manager will need to be able to identify and respond to stakeholder demands and ensure a functioning relationship is upheld. A successful stakeholder manager would be characterised by excellent negotiation skills and people management skills.
Culture and change agent – Being a culture and change agent will mean being involved in the facilitation and support of change to the actual driving of organisational change. Culture and change agents would need strong interpersonal skills coupled with the ability to diagnose problems and an ability to tolerate ambiguity.
Critical issue 5 – HR ethics
Ethics and values are important in all aspects of management, but especially crucial in the design and implementation of HR strategies, plans and processes. Equity, fairness, professionalism and respect for employees ensure employee satisfaction and contribute to business success.

a Choose a current ethical issue in organisations (e.g. bribery, corruption, discrimination, harassment) and discuss the implications for HRM policies and practices.
The main premise behind this issue is ‘should HR merely develop corporate codes of ethics or act as ethical enforcers for the organisation’? Unethical managerial practices that have led to collapses of companies like Lehman Brothers and Chrysler have signalled the need for more integrity in corporate governance. HR is now being increasingly used to develop ethical organisations.
Ethics and HR are intertwined with most HRM activities consisting of an ethical dimension, and therefore it is argued that HR should play a pivotal role in ethical culture development. As well as the development of ethical codes it is also suggested that HR should act as ethical enforcers. Although HR is seen as the most appropriate place for the ethical conscience of the organisation, there still remain doubts about the effectiveness of HR as an enforcer. Factors such as the normative evaluations of HRM practice and the sometimes conflicting ethical practices, for example, the transparency of the retrenchment process, could undermine HR’s credibility of being an ethical guardian.
Sample responses to tutorial activities
1 In small groups, draw up two separate lists of the features that you consider would together lead to the ‘ideal workplace’ for (a) management and (b) employees. Discuss your choices with the other tutorial group members and consider the areas where conflict might arise between management and employees. How might these differences be reconciled?
It is assumed that many of the conflict areas that students will highlight will surround topics such as remuneration, working conditions, work structure, training and development and rewards. In trying to reconcile these differences of opinion between management and employees, it is important to have an open and transparent discussion while at the same time being mindful of the psychological contract that exists. Employees and management have mutual obligations to one another and, while it is important for the business to be maximising profits, it must seek compromise with its employees to achieve this. Methods such as equitable remuneration, flexible working hours, performance-based rewards and career plans are all techniques that can be used as tools to meet both employee needs and management needs.
2 Do you think that companies such as McDonald’s, KFC and 7-Eleven have effective psychological contracts with their employees? How are they demonstrated? How could they be improved, for both their franchisees and their employees?

Students can have different ideas about this. However, the foundation for their answers should be a clear understanding of the concept of the psychological contract. 

The psychological contract is seen as having two possible types: the transactional contract is short-term and limited to well-defined economic terms of exchange such as offers of financial benefits/incentives for performing specific tasks. Transactional PCs can be ‘clearly verifiable by third parties’. In contrast, relational contracts are more abstract. Relational contracts are embedded in webs of social concerns, such as interpersonal relationships, reputation and justice that influence how those contracts are viewed and evaluated. Relational psychological contracts focus on trust, job security, career path and loyalty as the medium of exchange. More recently, the framework of the psychological contract has been expanded to incorporate an ‘ideology-infused’ or value-based type of psychological contract, reflecting individuals’ concerns for the community, service to humanity, connectedness to the environment, compassion and care, and voluntary selfless work. 
McDonald’s, KFC and 7-Eleven might fulfil the transactional psychological contract but due to the nature of the work, it’s hard to develop relational or ideological psychological contracts. Improvements should be focused on improving aspects of transactional psychological contracts.
3 Does globalisation improve or reduce employment and career opportunities? How might the increased use of short-term employment visas affect your own employment choices?

Globalisation can affect employment and career opportunities for local employees both psychological contract, but it happens mostly at high level positions. Farmers claim that migrant workers are essential to their survival because Australian workers will not take rural jobs and prefer to remain in cities, work in high paying mine jobs or stay on welfare. Filipino workers are in demand in sugar industry, according to sugar growers. The increased use of short term employment visa opens up the labour market, increases competitiveness in the labour market and thus might affect your own employment choices.

4 Consider any ethical issues you have encountered in your workplace. They might include favouritism, a lack of confidentiality about personal information, cheating about hours worked, minor pilfering (e.g. pens, paper), bullying or more serious issues. As a group, discuss the nature and effects of these activities on the work team and the organisation as a whole. Should these issues be addressed, and, if so, who is responsible for addressing them? Does the HR professional have a part to play here?
Unethical behaviour such as cheating hours worked and favouritism can have a major negative impact on not just organisational performance but also organisational culture. As a response to these behaviours, employees doing the right thing may become fed up and leave the organisation or even see legal matters brought against the organisation for cases such as favouritism.
It is very important for organisations to stamp out unethical behaviour, and it has to be a top-down approach. Leaders of the organisation need to communicate that behaviour such as favouritism is not acceptable because if they fail to do this then factors such as turnover can rise sharply. HR can play an important role by acting on management’s power in ensuring all their processes remain free from bias and strive to be employee champions in stamping out unethical behaviour, such as workplace stealing and bullying.
Sample response to ethical challenge
Golden Peacock plummets from grace
1 What are the major ethical issues in this case?
Major ethical issues are:
· blatant violations of accounting principles (falsifying results and overstating assets)
· installing spyware on the bank’s computers
· bribery.
2 Evaluate the above issues from both deontological and teleological perspectives.
From a deontological perspective, it looks at ethics from the idea of the common good and the ethics of duty. Therefore, from this perspective Ramalinga’s actions would be seen as unethical, because although he may have helped the Indian economy and people, he has still acted in an unethical way to do that. Behaviour such as bribery and lying are not suitable business measures, and because of that his actions fall into the unethical realm.
A teleological perspective (sometimes referred to as ‘utilitarian’) aims to gain the greatest good for the greatest number no matter what the ethical repercussions are. So in the case of Satyam it would appear that although committing several unethical acts, Ramalinga acted in hope of providing hundreds of millions of dollars to the Indian economy and supplying thousands of jobs. Therefore, from this perspective his actions may not be so unethical if you look at the benefits his actions have brought to India.
3 How might an HR specialist have been involved either before or after this situation occurred?
Prior to the situation, a HR specialist could have been involved in a number of ways to try to prevent this problem from occurring. One way would be to start at the beginning and look to develop an ethical culture with Satyam so that this kind of situation doesn’t develop in the first place. HR professionals need to ensure that moral muteness and moral myopia do not develop with the organisation. They can look to mitigate these problems by opening up a forum where ethical issues can be discussed in a professional and safe way. Ensuring that people in the organisation can identify and also communicate ethical issues will go a long way towards stamping out poor behaviour.
Sample response to case study 1.1 
Can money buy loyalty at the ‘Flying Kangaroo’?
1 Can money alone ‘buy’ employee loyalty and engagement in an organisation which has undergone significant downsizing, industrial turmoil and reputational damage?

No, it cannot. Money alone is not the best motivator. Applying Maslow’s hierarchy of needs in the context of remuneration, it is clear that salaries/wages and benefits can satisfy two lowest levels of needs, namely physiology and safety needs. It is noted that in a downsizing situation, employees’ ‘safety’ is damaged. In order to ‘buy’ employee loyalty and engagement in an organisation, especially one that has undergone significant downsizing, industrial turmoil and reputational damage, other methods must be used. Two-way communication, transparency of the process and strong leadership are essential in this process.  
2 What other HRM strategies might be used to restore or reinforce a positive corporate culture?

Examples include:

· re-articulating the company’s vision and mission and communicating this clearly and openly to all employees
· addressing current problems and employees’ concerns
· rewarding excellence and celebrating milestones.
3 What roles might Qantas unions adopt in order to re-establish a more cooperative relationship with management?
Qantas and the unions need to adopt long-term, cultural changes to their industrial relations regime if the parties are to avoid costly disputes that destroy shareholder value, put jobs at risk and endanger Qantas’ corporate reputation. Unions could work hard to foster good relations between managers, employees and unions.
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Useful online resources
· http://www.ashgate.com/pdf/SamplePages/Managing_the_Psychological_Contract_Ch2.pdf: The psychological contract – using the personal deal to increase business performance.
· http://rphrm.curtin.edu.au/2010/issue1/italian.html: An interesting look into how cultural determinants may affect HRM with a case study detailing the Italian companies in China.
· http://www.brw.com.au/p/why_owners_and_managers_need_to_2kATn53vkPtqeFZ2V9FFuI: The role of HR professionals in organisations, with a critical look at why owners and managers need have more input in the HR process.
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