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v

Work Organization and Human Resource Management covers issues related to the 
new advances in work organization and human resource management that result 
from the continuous and highly complex process of change that today’s organiza-
tions are facing. In the present, as a consequence of social, technological, political 
and economic changes, the field of work and organizations management becomes 
highly complex, claiming management for more effective strategies. Conscious of 
this reality this book looks to provide support to academics and researchers, as 
well as those operating in the management field, to deal with policies and strate-
gies related to work issues and human resource management.

Effective work practices and good employee relations are a real necessity of 
today’s organizations, as they can help to reduce absenteeism, turnover, organiza-
tional costs, conducting to high levels of commitment, effectiveness, performance 
as well as productivity. Addressing these questions, this book focuses on the impli-
cations of those changes in work organization and human resource management.

Drawing on the latest developments, ideas, research and the best practice, 
the book intends to examine the new advances in work organization and human 
resource management resulting from the recent changes that are taking place and 
how they affect the management as well as the commitment and motivation of 
these organizations’ workers.

This book covers Work Organization and Human Resource Management in 
11 chapters. Chapter 1 discusses “The Role of Responsible HRM Practices and a 
Culture-Related Capability on the CSR-Performance Association: A Small Firm 
Perspective”. Chapter 2 contains information about “Managing High Performance 
Work Systems and Organizational Performance”. Chapter 3 covers “The Role of the 
Line Manager in HRM-Performance Research”. Chapter 4 describes “The Impact 
of Strategic Human Resource Management Practices on Australian Dairy Farm 
Performance”. Subsequently, Chapter 5 covers “Exploring Change in Small Firms’ 
HRM Practices”. Chapter 6 contains information on “Effective Human Resource 
Practices in Family Businesses”. Chapter 7 describes “The Gender of the Entrepreneur 
and the Politics of Entrepreneurship for Women: An Exploratory Study”. Chapter 8 
focuses on the “Influence of Organizational Flexibility in High Performance Work 
Practices”. Chapter 9 discusses “Gaining or Losing? Projective Identification, 
Professional Identities and New Public Management”. Chapter 10 focuses 
“Researching HRM to Enhance Understanding: The Neglected Role of Ontology”.  
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Prefacevi

In Chapter 11, “Examining the Motivation to Work Within a Group of Gardeners with 
Mental Disorders” is presented.

Finally, it is important to say that this book is designed to increase the knowl-
edge and effectiveness of all those involved in human resource management and 
working conditions in all kinds of organizations and activity sectors.

Whether we are a human resource manager, a manager, an engineer, a policy 
maker, a strategist, a practitioner, an academic or a researcher, we need to know 
what is happening, on both national and international environments, to be able to 
understand and develop effective responses to meet all these new demands and 
challenges. This is why, today, the interest in this subject is evident for many types 
of organizations, namely, important institutes and universities all over the world.

The Editors acknowledge their gratitude to Springer for this opportunity and for 
their professional support. Finally, we would like to thank all the chapter authors 
for their interest and availability to work on this project.

Braga, Portugal Carolina Machado
J. Paulo DavimAveiro, Portugal

http://dx.doi.org/10.1007/978-3-319-06376-8_11
http://dx.doi.org/10.1007/978-3-319-06376-8_11


vii

The Role of Responsible HRM Practices and a Culture-Related  
Capability on the CSR-Performance Association: A Small Firm  
Perspective . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 1
Wayne O’Donohue and Nuttaneeya (Ann) Torugsa

Managing High Performance Work Systems and Organizational  
Performance. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 27
Aykut Berber and Murat Yaslioglu

The Role of the Line Manager in HRM-Performance Research  . . . . . . . . 43
Brian Harney and Kenneth Cafferkey

The Impact of Strategic Human Resource Management Practices  
on Australian Dairy Farm Performance . . . . . . . . . . . . . . . . . . . . . . . . . . . . 55
Aman Ullah and Connie Zheng

Exploring Change in Small Firms’ HRM Practices . . . . . . . . . . . . . . . . . . . 73
R. Wapshott, O. Mallett and D. Spicer

Effective Human Resource Practices in Family Businesses  . . . . . . . . . . . . 93
Santiago Gutiérrez-Broncano, Mercedes Rubio-Andrés  
and Pedro Jiménez-Estévez

The Gender of the Entrepreneur and the Politics  
of Entrepreneurship for Women: An Exploratory Study . . . . . . . . . . . . . . 105
Emília Fernandes and Regina Leite

Influence of Organizational Flexibility in High Performance  
Work Practices  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 125
Mercedes Rubio-Andrés and Santiago Gutiérrez-Broncano

Contents

http://dx.doi.org/10.1007/978-3-319-06376-8_1
http://dx.doi.org/10.1007/978-3-319-06376-8_1
http://dx.doi.org/10.1007/978-3-319-06376-8_1
http://dx.doi.org/10.1007/978-3-319-06376-8_2
http://dx.doi.org/10.1007/978-3-319-06376-8_2
http://dx.doi.org/10.1007/978-3-319-06376-8_3
http://dx.doi.org/10.1007/978-3-319-06376-8_4
http://dx.doi.org/10.1007/978-3-319-06376-8_4
http://dx.doi.org/10.1007/978-3-319-06376-8_5
http://dx.doi.org/10.1007/978-3-319-06376-8_6
http://dx.doi.org/10.1007/978-3-319-06376-8_7
http://dx.doi.org/10.1007/978-3-319-06376-8_7
http://dx.doi.org/10.1007/978-3-319-06376-8_8
http://dx.doi.org/10.1007/978-3-319-06376-8_8


Contentsviii

Gaining or Losing? Projective Identification, Professional  
Identities and New Public Management . . . . . . . . . . . . . . . . . . . . . . . . . . . . 135
Teresa Carla Trigo de Oliveira and João Fontes da Costa

Researching HRM to Enhance Understanding: The Neglected  
Role of Ontology . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 153
Brian Harney

Examining the Motivation to Work Within a Group of Gardeners  
with Mental Disorders  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 165
Ester Machado Pereira and Carolina Feliciana Machado

Index . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 177

http://dx.doi.org/10.1007/978-3-319-06376-8_9
http://dx.doi.org/10.1007/978-3-319-06376-8_9
http://dx.doi.org/10.1007/978-3-319-06376-8_10
http://dx.doi.org/10.1007/978-3-319-06376-8_10
http://dx.doi.org/10.1007/978-3-319-06376-8_11
http://dx.doi.org/10.1007/978-3-319-06376-8_11


ix

Aykut Berber Department of Management and Organization, School of Business, 
Istanbul University, Istanbul, Avcilar, Turkey

Kenneth Cafferkey Graduate School of Business, Universiti Tun Abdul Razak, 
Kuala Lumpur, Malaysia

João Fontes da Costa Estgoh, Polytechnic Institute of Coimbra, Oliveira do  
Hospital, Portugal

Teresa Carla Trigo de Oliveira Faculty of Economics, University of Coimbra, 
Coimbra, Portugal

Emília Fernandes Department of Management, School of Economics and  
Management, University of Minho, Braga, Portugal

Santiago Gutiérrez-Broncano Faculty of Social Sciences, Department of Busi-
ness Administration, University of Castilla-La Mancha, Talavera de la Reina, 
 Toledo, Spain

Brian Harney Dublin City University Business School, Dublin City University, 
Dublin, Ireland

Pedro Jiménez-Estévez Faculty of Social Sciences, Department of Business Ad-
ministration, University of Castilla-La Mancha, Talavera de la Reina, Toledo, Spain

Regina Leite Department of Management, School of Economics and Management, 
University of Minho, Braga, Portugal

Carolina Feliciana Machado Department of Management, School of Economics 
and Management, University of Minho, Braga, Portugal

O. Mallett Durham University Business School, Durham University, Durham, UK

Wayne O’Donohue Department of Employment Relations and Human Resources, 
Griffith University, Gold Coast, Australia

Ester Machado Pereira School of Economics and Management, University of 
Minho, Braga, Portugal

Contributors



Contributorsx

Mercedes Rubio-Andrés Department of Business, School of Business and Economics, 
San Pablo CEU University, Madrid, Spain

D. Spicer School of Management, Bradford University, Bradford, UK

Nuttaneeya (Ann) Torugsa Australian Innovation Research Centre, University of 
Tasmania, Hobart, Australia

Aman Ullah Department of Livestock Economics and Business, University of 
Veterinary and Animal Sciences, Lahore, Pakistan

R. Wapshott Management School, Sheffield University, Sheffield, UK

Murat Yaslioglu Department of Management and Organization, School of Business, 
Istanbul University, Istanbul, Avcilar, Turkey

Connie Zheng Faculty of Business and Law, Deakin Graduate School of Business, 
Deakin University, Burwood, VIC, Australia



1

Abstract This chapter focuses on the role that responsible human resource 
 management practices (HRM) play in relation to proactive corporate social respon-
sibility (CSR) and its impact on firm performance, using evidence from small 
firms in the Australian manufacturing industry. The empirical evidence reveals the 
critical moderating contribution of responsible HRM practices in the implementa-
tion of proactive CSR and enhancement of financial performance in small firms. 
The study findings indicate the need for managers of small firms, who wish to 
boost financial competitiveness through proactive CSR, to adopt responsible HRM 
practices that avoid a directive approach and which foster employee participation 
and engagement. It is suggested that this can be done by leveraging the relative 
informality of work organisation and familial ties that help engender trust and 
 reciprocity in small firms.

1  Introduction

In today’s business climate, a singular emphasis by firms on management practices 
that maximise profitability, whilst ignoring their wider negative impacts over the 
long-term, is considered generally no longer acceptable. Increasingly, firms regard-
less of size are being expected to recognise their social responsibility, take the initia-
tive, and contribute towards sustainability [1, 2]. This implies the necessity for firms 
in today’s highly competitive business environment to adopt management practices 
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that deliver not only superior financial performance but also create sustainable  
outcomes of value that meet societal expectations [3]. The role played by a firm’s 
human resource management (HRM) practices in relation to sustainability and social 
responsibility, and its impact on firm performance has received broad research atten-
tion in the literature [4–6]. If HRM in general terms is considered to be the ‘pro-
ductive use of people in achieving the organization’s strategic objectives and the 
satisfaction of individual employee needs’ [7], there is still much to learn about the 
process through which a firm’s HRM practices interact with other organisational 
practices to deliver performance outcomes that result in competitive advantage and 
superior financial returns for the firm [6].

This paper addresses that gap in understanding by examining the moderating con-
tribution of a firm’s HRM—considered in terms of responsible practices and a culture-
related capability—to the implementation of corporate social responsibility (CSR) for 
generating an improvement in business financial performance, using evidence from 
small firms in the machinery and equipment sector of the Australian manufacturing 
industry. For the purpose of this study, the number of employees is used to determine 
firm size [8]; hence in line with previous research [9, 10], a small firm is defined as 
having an upper limit of less than 100 employees. Firms of this size are of interest 
because the role of HRM as a moderating influence on the CSR-performance associa-
tion is under-researched when compared to medium and large sized firms [11, 12].

2  Role of HRM in the CSR-Performance Association

Many HRM scholars contend that effective management of a firm’s human resource 
capability is fundamental to the achievement of sustainable and socially responsi-
ble outcomes; indeed, CSR sits at the very heart of their conception of HRM as an 
essential organisational practice. Advocates of this view contend that the three prin-
ciples of sustainability form the nexus between high quality management of a firm’s 
human resources and the creation of high quality transparent and ethical relation-
ships both inside and external to the firm. This nexus is held to operate in all firms 
regardless of size [6, 13–16]. Before considering the role of HRM let us make clear 
some of the definitional boundaries within which the discussion will occur.

2.1  Corporate Social Responsibility and Financial 
Performance

Whilst definitions of corporate social responsibility and sustainability might origi-
nally have differed, there has in recent years been a convergence of meaning in the 
literature to the point where the terms may be used interchangeably [2, 17]. Given 
this convergence, in this paper we have chosen to use the term ‘corporate social 
responsibility’ (CSR) defined as responsible management practices that support the 
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three principles of sustainability: economic growth and prosperity, social cohesion 
and equity, and environmental integrity and protection [18]. Under this definition, if 
firms are to meet their societal responsibilities and deliver sustainability, a responsi-
ble management approach is required; one which acknowledges the need for profit-
ability, but at the same time takes an integrated, holistic perspective that emphasises 
outcomes and practices that support the three principles of sustainability equally and 
satisfies a broad range of stakeholders [2, 18]. In a competitive business environment 
simply maintaining a reactive stance to CSR-related legal requirements, with man-
agement practices that aim solely at achieving regulatory compliance and maintain-
ing legitimacy, arguably will not suffice; instead, adoption of a range of responsible 
proactive management practices that support the economic, social and environmen-
tal principles of sustainability has been advocated as being a significant priority for 
firms seeking a competitive advantage and enhanced performance [19–24]. It is this 
‘proactive’ form of CSR (i.e. voluntary adoption of responsible management prac-
tices that go beyond regulatory and legitimacy requirements, in order to enhance 
firm performance as well as contribute broadly and positively to society) that is of 
interest in this study [25, 26].

Responsible management embracing the principle of economic sustainability 
connects most directly to a firm’s profitability [18]. Characteristically, such man-
agement practices eschew a narrow focus on managing short-term financial per-
formance (profit maximising) and emphasize active management of long-term 
economic performance issues that are important, not just for the firm but for all 
stakeholders in its host community. In terms of purpose, economic-related CSR 
aims, for example, at encouraging innovation, efficiency, and the effective crea-
tion and sustainable management of a firm’s economic capital, thereby fostering 
longevity in profitability and growth. Firms engaging in proactive management of 
economic-related CSR issues deliberately pay attention to a range of matters such 
as innovative capability, product quality, fair pricing, and supply chain manage-
ment from sourcing to final payment [27–29].

Responsible management supporting the environmental principle of sustainability 
focuses generally on eco-efficiency and pollution prevention, and aims at minimising 
the firm’s ecological footprint at all points in its product life cycle [30]. Such activity 
is often characterized by adoption of internationally standard environmental manage-
ment systems (or a total quality environmental management approach) that ensure a 
firm’s environmental impacts are monitored and managed systematically rather than 
on an ad hoc basis [31]. Systematic environment-related CSR helps build a firm’s 
credibility among its external stakeholders, as well as ensure that the principle of 
environmental sustainability is institutionalized among employees [30].

Turning to the third CSR principle of social sustainability, responsible man-
agement in this dimension can be categorised as having either an external focus 
on the broader community, or an internal focus on the workplace and employees 
[18]. Accordingly, social-related CSR that focuses on the link between the firm 
and its external community, such as philanthropic and corporate citizenship initia-
tives, is informed by the general value systems, norms and pressures which domi-
nate social community networks in which firms operate [3, 32, 33]. At the same 
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time, social-related CSR reflects a focus in the workplace on the health, safety, and 
personal and professional well-being of employees; it is the mechanism through 
which internal workplace human resource issues, such as work/life balance, 
employee participation in decision making process, and diversity and equal oppor-
tunity, are managed [18, 32, 34].

The amount of empirical research examining the effectiveness of the proac-
tive form of CSR as a business management practice that delivers superior financial 
returns is limited but growing. To date, whilst the research overall has demonstrated 
that CSR can impact positively on financial performance, much of the research has 
been conducted with a specific and narrow focus on environmentally related CSR and 
mainly in large firms [35–37]. This focus is similar in the much less studied small 
firm context, where quantitative research has found a positive link between finan-
cial performance and proactive CSR (in its environmental dimension). In addition, a 
qualitative study of social- and environment-related CSR has reported that small firms 
can derive not only quantifiable benefits (e.g. cost savings and increased profitabil-
ity) but also, and in the main, a range of intangible benefits (e.g. improved image and 
reputation, and enhanced trust) [34]. These research findings, in line with other stud-
ies of firm performance in the literature, show that embedding the economic, social 
and environmental principles of sustainability in proactive management practices, can 
accrue non-material benefits to the firm, such as social approval and reputation build-
ing, improved customer relationships, and increased access to resources, all of which 
together positively influence firm performance [2, 20, 21, 27, 38].

Most recently and of specific interest here, Torugsa and colleagues have presented 
evidence indicating proactive CSR has a positive effect on financial performance in 
small and medium enterprises (SMEs); they also found that the influence of each of 
the three CSR dimensions is positively moderated by an interactive process between 
the three dimensions of CSR [26]. Based on their results, they concluded that SMEs 
should pay primary attention to economic-related proactive CSR, while simultane-
ously and selectively focusing on supportive elements of social- and environment-
related proactive CSR, if sustainable long-term financial performance is to be achieved 
[26]. In the light of these research findings, this study focuses on the role played by a 
firm’s HRM practices—that is one of the two elements in social-related CSR outlined 
above—in the delivery of CSR performance outcomes that enhance financial returns. 
Drawing on the HRM and resource-based view literature, we will now discuss and 
develop some hypotheses regarding the links between responsible HRM practices and 
the effective adoption of proactive CSR across its three dimensions.

2.2  Moderating Role of HRM: Responsible Practice  
and Capability Perspectives

Basically, the centrality of human resources in CSR is argued on three grounds. 
Firstly, in terms of the sustainability principle of economic growth and prosperity, 
ongoing innovation is seen as the major factor that underpins a firm’s performance. 
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In particular, evidence for the fundamental role and contribution of a firm’s human 
resource capability in the creation and support of innovation as a competitive 
advantage has been well documented in the literature [3, 4, 16, 39, 40]. Similarly, 
there is much recent empirical research that supports the crucial role played by spe-
cific HRM practices (e.g. training and development, talent management, organisa-
tional culture and development) in stimulating innovation in support of sustainable 
outcomes linked to financial performance [14, 41, 42].

Secondly, there is research highlighting the importance of human resources in the 
achievement of environmental sustainability and a firm’s performance [14, 43, 44].  
Human resource attributes, such as employee attitudes, environmental values, 
technical and managerial skills have been shown to be fundamental to the devel-
opment and implementation of proactive environmental CSR [31, 45–47]. Across 
this research, there is general agreement that high quality HRM practices can 
motivate and assist employees to adopt and enact the principle of environmen-
tal sustainability in their work. The means to this end include managing organi-
sational culture and development so as to integrate environmental sustainability 
into the firm’s values and norms, and demonstration of a credible commitment 
by the firm to continuous improvement of employee environmental management  
skills and knowledge.

Thirdly, and perhaps most importantly, the case for the centrality of human 
resources in CSR is grounded on the significant commonality in issues that 
responsible HRM practices and social CSR practices in the workplace in particular 
seek to address. For example, scholars contend that a key human resources con-
cern in today’s business environment is internal diversity management; a concern 
they also identify as being inter alia central to sustainability and a firm’s perfor-
mance [14]. Research also maintains that regeneration of value and the renewal of 
wealth underpin sustainability; accordingly, issues such as equity, justice, respect, 
employee consultation, work-life balance, development, and employee well-
being, all of which are grist for the HRM mill, must be addressed in the pursuit 
of sustainability and associated improvement in a firm’s performance [13, 14, 48]. 
Building on the HRM literature [49, 50], Shen and Zhu [51] describe the CSR-
related concept of socially responsible human resource management practices 
that embraces workplace health and safety, equity, work-life balance, employee 
development, and employee involvement and participation. Finally, Gond and col-
leagues [52] offer a model (see Fig. 1), which clarifies the relationship between 
CSR and responsible HRM practices.

Figure 1 indicates there are activities which form a focus solely for HRM or 
CSR, and these activities are differentiated from other activities that involve mutu-
ally supportive actions by one domain to the other. At the heart of the model are 
those activities common to both domains [52]. Given the consensus in both the 
CSR and HRM literature, we consider ‘social CSR in the workplace’ and ‘respon-
sible HRM practices’ to be in effect one and the same thing; this implies respon-
sible HRM practices are a key moderating factor in the relationship between CSR 
in all three of its dimensions and a firm’s performance generally, and financial 
 performance specifically.
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In line with the above discussion of the contribution of CSR to financial 
 performance, and the distinction we draw between external social CSR in the 
 community and internal CSR in the workplace (also called responsible HRM 
 practices), we propose the following hypotheses for testing in relation to small firms:

Hypothesis 1: Economic and environmental CSR together with social 
CSR in the community (EcEnvSoC) is positively associated with financial 
performance

Hypothesis 2: Responsible HRM practices (RHRM) positively moderate the 
association between EcEnvSoC and financial performance in such a way that 
the positive association is significantly stronger at high levels of RHRM

In line with the resource-based view of the firm, it is not only a firm’s resources 
(e.g. financial, human and physical) but also its capabilities (i.e. the integrated 
application of its resources) that drive firm performance [53, 54]. While a wide 
variety of specific capabilities that support proactive CSR and financial perfor-
mance have been discussed in the research literature (such as ‘shared vision and 
employee involvement’ [2, 55, 56]; ‘stakeholder management’ [57]; ‘innovation’ 
[58, 59]; ‘strategic proactivity’ [31]; and ‘higher-order learning’ [60]), much of 
the discussion has focused predominantly on capabilities in relation to only one 
dimension of CSR—the environmental dimension—and its management in large 
firms. In contrast, in their study of Australian manufacturing SMEs, Torugsa and 
colleague [25, 26] examined three specific capabilities (‘shared vision’, ‘strate-
gic proactivity’ and ‘stakeholder management’) and the association between those 
capabilities, the adoption of CSR in its three dimensions, and financial perfor-
mance. They found that these organisational capabilities underpinned the adop-
tion and implementation of proactive CSR as a business strategy that linked to 
improved financial performance in SMEs.

Actions/topics 
seen as being 
part of HRM

CSR 
programs/policies
involving strong 

HRM support

Actions/topics 
seen as being 
part of CSR

Transformation of 
HRM processes to 

integrate CSR 
programs/policies

Social (workplace) 
dimension of CSR or

‘responsible HRM
practices’

Fig. 1  Responsible HRM and social (workplace) CSR dimension (adapted from [52])
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Given our focus on responsible HRM practices in small firms, we restrict our 
discussion specifically to those two capabilities considered by [25, 26] which have 
been identified most closely in the literature with HRM [3, 4, 61]. The first of the 
capabilities—‘Shared Vision’—exists when the members of a firm have a shared 
feeling that the firm’s objectives are important and that all of its members may con-
tribute to defining them. Such a capability is held to be fundamental to the different 
parts of a firm being able to bond together and integrate or combine resources effec-
tively [62]. Creating a shared vision that supports proactive CSR entails recognition 
by a firm of the essential role of responsible HRM practices, and the need for a deep 
commitment to empowering social processes that generate consensus and significant 
employee involvement [56, 63]. Indeed, many scholars argue that the creation of a 
shared vision must be a primary goal of responsible HRM practices [64, 65].

The second capability—‘Strategic Proactivity’—is realised when a firm, rather 
than merely reacting to changes in its business environment, uses responsible 
management practices to shape the environment to its own advantage, and iden-
tify and capitalize on new emerging opportunities [1, 31, 59, 66–68]. As with the 
case of shared vision, a strategic proactivity capability is closely linked to a firm’s 
organisational culture which is derived in large part from a purposeful strategic 
approach to managing its human resources [61]; strategic proactivity requires a 
commitment to responsible HRM practices that empower, develop and involve 
employees, as well as encourage and guide employees to think and act proactively 
in line with the firm’s CSR business strategy [31, 68]. Given the complementarity 
of these two capabilities and their importance as a focus for responsible HRM 
practices, for the purposes of this study we consider them as forming a single 
organisational culture-related capability which we will call a ‘Shared Strategic 
Vision’ capability.

In accord with other scholars [13, 14, 69], we suggest the alignment of a shared 
strategic vision capability and responsible HRM practices with the economic, 
social and environmental principles of sustainability is ‘natural’, and creates the 
potential for responsible HRM practices to be the ‘tipping factor’ that leads to the 
successful execution of CSR as a business strategy producing superior financial 
performance. Consequently, we propose the following hypothesis for testing:

Hypothesis 3: The association proposed in Hypothesis 2 is positively moder-
ated by a firm’s capability of shared strategic vision (SSV) in such a way that 
the positive interaction effect of EcEnvSoC and RHRM on financial perfor-
mance is greater at high levels of SSV.

3  Method

The sample population comprised 1,278 Australian small firms, in the machinery 
and equipment manufacturing sector, drawn from a commercial database [70]. 
Small firms in this sector were attractive as a focus of study for three main reasons. 
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First, while the role of responsible HRM practices in the implementation of CSR 
has been well researched in larger enterprises, smaller firms have received far less 
research attention [12]. Second, in theory the more flexible and less bureaucratic 
organisational structures of small firms might make such firms more proactive in 
their engagement in CSR [68]. Finally, the significant socio-environmental impacts 
of firms in this sector (due to the nature of processes used to transform raw mate-
rials into finished manufacturing products) make them more likely to experience 
pressure to engage ‘explicitly’ in CSR activities.

This study employed a survey-based method for testing the research hypoth-
eses. A survey questionnaire was developed based on the extant literature and 
existing published questionnaire items, and was pretested with owner-managers 
of three small firms to ensure content validity. As in small firms decision-mak-
ing is often highly centralized, surveying a single experienced well-qualified 
informant is argued to better capture a firm’s approach than surveying several 
informants [71, 72]. Hence, a single informant in each firm (either the busi-
ness owner and/or CEO, managing director) was used in this study. The survey 
was administered by mail in April, 2009 (Time 1) and November, 2009 (Time 
2), providing a six-month time lag between the measurements of predictor/mod-
erators (EcEnvSoC, RHRM and SSV) and the dependent variable (financial 
performance). Such data collection allowed us to perform a bivariate correla-
tion analysis between the same variable at the two different time points, thereby 
enabling reliability of the data to be evaluated. The six month delay in the data 
collection process also increased the likelihood that sufficient time would have 
elapsed to require informants to provide updated responses rather than simply 
repeat previous Time 1 responses.

The survey received 183 responses (from a possible 1,278 responses), repre-
senting a 14.3 % response rate. After responses with missing data were elimi-
nated, a total of 158 firms remained for analysis. Of the firms that did respond, 
the majority employed between 10 and 49 employees (75.3 %) and had annual 
turnover between $AU1 and $AU10 million (66.5 %). Business owners (67.1 %) 
and respondents who had more than 5 year experience (74.7 %) in their firms were 
the majority of respondents.

Based on previous literature [73, 74], it was recognised that data reported by 
single informants may be subject to common method bias. To test whether this was 
a problem, Harman’s single-factor test was performed on the final sample through 
an exploratory factor analysis [75]. Results of the analysis showed no single gen-
eral factor as accounting for most of the covariance in the variables, thus suggest-
ing the interpretation of our results would not be confounded by common method 
bias. Moreover, an advantage of the moderated hierarchical regression analysis 
method employed in this study, was that common method effects are dealt with 
(along with main effects) before inspecting any interaction terms [76]. We also 
assessed non-response bias through the time-trend extrapolation procedure [77];  
and no significant difference was detected between early and late respondents in 
terms of their demographic characteristics.
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3.1  Measures

3.1.1  Corporate Social Responsibility (EcEnvSoc) and RHRM

In the absence of any publicly available data on CSR in small Australian manufactur-
ing firms, respondents’ perceptions of their firms were measured using an instrument 
comprising 27 survey items based on: the extant literature [18, 27, 28, 34, 59, 78]; and 
 feedback received from pre-test participants. Respondents were asked to indicate the 
extent to which their firms voluntarily engaged in CSR activity compared to similar 
firms in their industry sector, using a five-point scale (1 = ‘not addressed issue at all’ 
to 5 = ‘we are leaders on this issue’). A bivariate correlation analysis revealed the high 
correlation between Time 1 and Time 2 CSR data (r = 0.95), thus confirming our confi-
dence in the reliability of the CSR scale.

An exploratory maximum likelihood factor analysis with varimax rotation was 
conducted and seven factors with eigenvalues greater than 1 emerged. The factors 
were related to different groups of CSR practices, and each of the 27 measured 
variables had a significant factor loading on one of these factors. Cronbach’s alpha 
(α) ranged from 0.716 to 0.873 for each factor. A confirmatory factor analysis of 
items pertaining to the seven underlying identified factors (see Table 1) showed 
a good fit to the data (χ2 = 358.67; df = 274; RMSEA = 0.039; CFI = 0.99; 
IFI = 0.99; and NNFI = 0.99) and convergent validity (all standardized factor 
loadings above the value of 0.50).

Factors 1–6 (as shown in Table 1) were considered indicators of a single  
factor, which we labelled ‘economic and environmental CSR, together with social 
CSR in the community’ (EcEnvSoC). A second-order confirmatory factor analysis 
showed that the model fitted the data well (χ2 = 16.06; df = 11; RMSEA = 0.057; 
CFI = 0.99; IFI = 0.99; and NNFI = 0.99), and all six factors were significantly 
(p < 0.01) related to EcEnvSoC with standardized loadings ranging from 0.66 to 
0.92. The final measure of EcEnvSoC was a weighted average of the six factors 
using the standardized loadings obtained from the second-order confirmatory factor 
analysis, and a high score was indicative of a high degree of EcEnvSoC. Factor 7 
(as shown in Table 1) was considered an indicator of ‘responsible HRM practices’ 
(RHRM) given the internal focus of the constituent items. The final measure of this 
variable was a weighted average of five underlying identified factors (SOC1-5) 
using the standardized loadings obtained from the confirmatory factor analysis, and 
a high score was indicative of a high degree of RHRM.

3.1.2  Shared Strategic Vision (SSV)

A culture-related organisational capability was measured using a compilation of the 
three shared vision capability items from [78], and the three strategic proactivity  
capability items from [31]. All six items were presented as statements related to the 
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firm, against each of which respondents were asked to rate their level of agreement 
on a six-point scale (1 = ‘strongly disagree’ to 6 = ‘strongly agree’) (see Table 2). 
The correlations obtained for each set of three items (shared vision—r = 0.89; stra-
tegic proactivity—r = 0.89) between Time 1 and Time 2 were high thus confirming 
our confidence in the reliability of each scale.

As outlined earlier, for the purposes of this study, a shared vision capability  
(Cronbach’s α = 0.703) and strategic proactivity capability (Cronbach’s α = 0.720) 
were considered indicators of a single factor, which we labelled ‘shared stra-
tegic vision’ (SSV). A second-order confirmatory factor analysis revealed that 
the model had a good fit to the data (χ2 = 12.04; df = 7; RMSEA = 0.053; 
CFI = 0.99; IFI = 0.98; and NNFI = 0.98), and these two factors were signifi-
cantly related to SSV (standardized loadings of shared vision = 0.69 and of strategic  
proactivity = 0.76, p < 0.01). The final measure of SSV was the average of the two 
factors using the standardized loadings obtained from the second-order confirmatory 
factor analysis, and a high score was indicative of a high degree of SSV.

3.1.3  Financial Performance

Our pre-test discussions with small business’ owner managers revealed that 
respondents would be unlikely to provide specific objective data on their firm’s 
financial performance due to its commercial-in-confidence in nature. In accordance 
with the literature that shows a high correlation and concurrent validity between 
objective and subjective data on performance, implying that both are valid when 

Table 2  Shared strategic vision

Item
Factor loading
(λ)

Reliability  
(α)

Shared vision SHAR1: the objectives of this firm are very 
well-known to everybody working here

0.611 0.703

SHAR2: everybody working in this firm  
influences the way to work and the  
objectives of the firm

0.811

SHAR3: everybody in this firm freely  
contributes his/her points of view  
about how to run it smoothly

0.579

Strategic  
proactivity

STRA1: our products are many and very 
different. We are always looking for new 
opportunities i.e. in very different areas  
in the manufacturing industry

0.645 0.720

STRA2: the main technology focus of this 
firm is on having leading flexible and 
innovative technologies

0.709

STRA3: our planning systems are very  
open and flexible to allow us to seize  
new opportunities

0.693
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calculating a firm’s financial performance [79, 80], we thus  collected the respond-
ents’ perceptions on three financial performance items—return on assets, net profits 
to sales and liquidity (Cronbach’s α = 0.912). These items were drawn from prior 
research [79, 81, 82]. Respondents were asked to rate their firm’s financial per-
formance, over the preceding six-month period compared to similar firms in their 
industry sector, using a five-point scale (1 = ‘much worse’ to 5 = ‘much better’)  
(see Table 3). The factor score of financial performance was a weighted average 
(using the standardized loading) of these three items, with a high score being indic-
ative of a high level of financial performance. In the absence of publicly available 
objective data, the high correlation obtained for financial performance between 
Time 1 and Time 2 surveys (r = 0.86) confirmed our confidence in the reliability of 
the financial performance scale.

3.1.4  Control Variables

Although we restricted our analysis to small firms, the breadth of this category 
suggested the need to use firm size to control for potential differences that may 
affect financial performance [59, 78]. The size of a firm (measured by the num-
ber of employees employed on a regular basis) was thus controlled in this study. 
Furthermore, as our study was conducted during the global financial crisis (GFC), 
the potentially negative impact on firm performance of this external influence was 
treated as another control variable. This control variable was measured in terms of 
the extent to which general economic conditions had negatively impacted in the pre-
vious six-month period in relation to return on assets, net profits to sales and liquid-
ity—using a five-point scale (1 = ‘no impact at all’ to 5 = ‘very high impact’).

4  Analysis and Results

4.1  Descriptive Statistics

Analysis of the survey responses relating to CSR performance overall (EcEnvSoC 
plus RHRM) shows 39.5 % of the sample firms reported the highest performance  
levels (i.e. ahead of, or leading, similar firms in their industry), with 31.5 % reporting 

Table 3  Financial performance

Item Factor loading (λ) Reliability (α)

FINA1: return on assets (earnings generated from  
invested assets)

0.888 0.912

FINA2: net profits to sales 0.974
FINA3: liquidity (cash flows and/or access to funds) 0.793
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the lowest performance levels (i.e. not addressed at all or behind similar firms). 
Looking at each specific dimension of CSR, the highest number of firms reporting 
they were ahead of, or leading, similar firms was 58.7 % for RHRM, compared with 
48.2 % for economic CSR, 27.9 % for environmental CSR, and 25.3 % for social 
CSR in the community. In terms of leadership in each dimension, the reported 
emphasis differed, with economic CSR ranking highest at 14.7 %, followed by 
RHRM (11 %), and environmental and community-related social CSR (4.9 % and 
4.6 % respectively). Within the RHRM dimension, the highest number of sample 
firms reported the highest performance (ahead of, or leading, similar firms) for item 
‘Improve employee health and safety’ at 76.6 %, followed by item ‘Creation of good 
work-life balance and family friendly employment’ at 67.1 %. The remaining three 
RHRM items—‘Investor in people’, ‘Employee participation in decision-making pro-
cess’ and ‘Equal opportunities in workplace’—had 53.8 %, 50.6 % and 46.2 % of the 
sample firms reporting the highest performance levels respectively. In relation to a 
SSV capability, 47.5 % of the sample firms reported agreement (agreed or strongly 
agreed) regarding the existence of such a capability in their firm, with only 3.8 % dis-
agreeing (disagree or strongly disagree) about such a capability in their firm. In terms 
of financial performance, 40.5 % of firms reported better or much better financial per-
formance (compared to similar firms in their industry) for the reporting period.

4.2  Hypotheses Testing

Table 4 shows the means, standard deviations (SD) and correlations among the 
analysed variables. Estimated correlations between variables were well below the 
recommended cut-off of 0.7, meaning that discriminant validity was established 
for the study constructs [83].

To test the research hypotheses, we followed the approach recommended by 
Baron and Kenny [84]; that is, by constructing separate independent variables for 
the predictor (EcEnvSoC), moderators (RHRM/SSV), two-way interaction term 
(multiplying EcEnvSoC with RHRM), and three-way interaction term (multiply-
ing EcEnvSoC with RHRM and SSV). To prove moderation, the interaction term 
must be significant. There might also be significant main effects for the predictor 

Table 4  Means, standard deviations and correlations (N = 158)

Note **p < 0.01; ***p < 0.001

Mean SD 1 2 3 4 5

1. EcEnvSoC 2.87 0.74
2. RHRM 3.56 0.68 0.56***
3. SSV 3.64 0.57 0.40*** 0.44***
4. Financial performance 3.38 0.95 0.48*** 0.26** 0.25**
5. Firm size 2.57 0.86 0.21** 0.14 -0.02 0.27**
6. Perceived GFC 2.75 0.86 -0.10 -0.09 -0.04 -0.49*** -0.06
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and moderator variables but these effects are not directly relevant conceptually to 
testing the moderation hypothesis. Unlike the mediator-predictor relation (predic-
tor being an antecedent to the mediator), moderators and predictors are at the same 
level in regard to their role as variables antecedent or exogenous to certain crite-
rion effects [84].

In this study, we employed the moderated hierarchical regression analysis intro-
ducing moderator effects (interaction terms) in the final model [85]. Following the 
suggestion of previous research [86], we firstly mean-centered both the predictor 
and moderators prior to creating interaction terms in order to avoid multicollinearity.  
The variance inflation factor (VIF) for each of the regression coefficients was well 
below the recommended cut-off of 10 [87], with the VIF values for the final model 
ranging from 1.02 to 2.04. This result indicated that multicollinearity did not affect 
the weights of the controls or the hypothesized variables [88].

Table 5 shows the results of moderated multiple regression models. In Model 1, 
only control variables (firm size and perceived GFC) were included, explaining 28 % 
of the variance in financial performance (F = 32.79, p < 0.001). Model 2 introduced 
the main effect of EcEnvSoC. The result showed that without considering other inde-
pendent variables, EcEnvSoC had a main positive effect on financial performance, 
explaining an additional 16 % of the variance in financial performance (F = 28.56, 
p < 0.001). RHRM and SSV were entered in Model 3 to examine their main effects. 

Table 5  Results of moderated multiple regression models1

Note 1Values are unstandardised coefficients, with standard errors in parentheses. **p < 0.01; 
***p < 0.001

Variable

Dependent variable: financial performance

Model 1 Model 2 Model 3 Model 4

Constant 3.15*** 3.12*** 3.12*** 3.09***
(0.08) (0.07) (0.07) (0.04)

Firm size 0.26** 0.17** 0.20** 0.20**
(0.07) (0.07) (0.07) (0.06)

Perceived GFC −0.43*** −0.42*** −0.41*** −0.40***
(0.06) (0.05) (0.05) (0.05)

EcEnvSoC 0.31*** 0.21** 0.21**
(0.06) (0.07) (0.07)

RHRM 0.05 0.04
(0.04) (0.03)

SSV 0.07 0.05
(0.06) (0.04)

EcEnvSoC*RHRM 0.29**
(0.08)

EcEnvSoC*RHRM*SSV 0.37***
(0.06)

F 32.79*** 28.56*** 24.91*** 20.39***
Adjusted R2 0.28 0.44 0.46 0.57
Change in Adjusted R2 0.16*** 0.02 0.11***
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The results indicated that by controlling for the main effect of EcEnvSoC, both 
RHRM and SSV had no main effect on financial performance, with no significant 
additional variance explained by adding these two variables (ΔAdjusted R2 = 0.02). 
In Model 4, the two way interaction term of EcEnvSoC with RHRM and the three-
way interaction term of EcEnvSoC, RHRM and SSV were added. The model was 
significant (F = 20.39, p < 0.001) and explained 57 % of the variance in financial 
performance. It also represented a significant improvement over Model 3 as indicated 
by a change in adjusted R2 from 0.46 to 0.57 (p < 0.001).

As shown for Model 4 of Table 5, the coefficient for EcEnvSoC was significant 
and positive (b = 0.21, p < 0.01), indicating the existence of a main positive effect 
of EcEnvSoC on financial performance. Hence, Hypothesis 1 was supported. The 
two-way interaction of EcEnvSoC with RHRM was positive and statistically sig-
nificant (b = 0.29, p < 0.01), indicating that the benefits of EcEnvSoC for finan-
cial performance increased at high levels of RHRM, and thereby providing support 
for Hypothesis 2. The three-way interaction of EcEnvSoC, RHRM and SSV was 
positively significant (b = 0.37, p < 0.001), suggesting that the positive interac-
tive effect of EcEnvSoC and RHRM on financial performance was stronger at high 
levels of SSV, and thus supporting Hypothesis 3. With regard to the control vari-
ables, firm size was found to be positively associated with financial performance 
(b = 0.20, p < 0.01), while a negative association was observed between the per-
ceived GFC and financial performance (b = −0.40, p < 0.001).

In order to explore the nature of these interactions further, we computed sim-
ple slopes and graphed the interactions, using high (1 SD above the mean) and 
low (1 SD below the mean) levels of the moderator. Figure 2 illustrates the effect 
of EcEnvSoC on financial performance moderated by RHRM, by showing that 
at high levels of RHRM the association between EcEnvSoC and financial per-
formance was positive and strong (simple slope = 0.41, p < 0.05). However, the 
strength of this association was greatly diminished and became insignificant at low 

Fig. 2  Effect of EcEnvSoC 
on financial performance 
moderated by RHRM
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levels of RHRM (simple slope = 0.02, p = 0.84), thus providing further support 
for Hypothesis 2.

Figure 3 shows the effect of the interaction between EcEnvSoC and RHRM 
on financial performance moderated by SSV. Based on this figure, the associa-
tion between EcEnvSoC interacting with RHRM and financial performance was 
positive and strong at high levels of SSV (simple slope = 0.51, p < 0.01), but the 
strength of this association greatly declined and became insignificant at low lev-
els of SSV (simple slope = 0.08, p = 0.69), thereby providing further support for 
Hypothesis 3.

5  Discussion

Our aim for this research has been to examine how and with what impact a firm’s 
HRM practices—considered in terms of responsible HRM practices (RHRM) 
and a culture-related capability of shared strategic vision (SSV)—can contrib-
ute to creating the potential for the other combined elements of CSR (economic 
and environmental CSR together with social CSR in the community: EcEnvSoC) 
that result in competitive advantage and superior financial returns for the firm. 
Consistent with our hypotheses, we have found that RHRM practices and, more 
importantly the RHRM-SSV interaction, positively moderate the effect of 
EcEnvSoC on firm financial performance. In other words, the financial benefits of 
EcEnvSoC increase at high levels of RHRM, and such benefits are likely to be 
greater when RHRM interacts together with a SSV capability.

The study findings provide empirical evidence for the importance of RHRM 
practices as fundamental to the achievement of sustainable financial and socially 
responsible business outcomes for small firms. These findings are in line with 

Fig. 3  Effect of the 
interaction between 
EcEnvSoC and RHRM 
on financial performance 
moderated by SSV
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previous research [6, 13, 14, 41], and lend support to the argument of Gond and 
colleagues [52] that RHRM plays a central role as a strategic piece of CSR for 
sustaining corporate orientation towards a ‘triple bottom line’. As suggested by 
previous research [89], RHRM practices, such as engaging employees and provid-
ing values-oriented training and employee development opportunities, can com-
plement environmental-related CSR by building commitment to environmental 
values and improving the necessary technological skills for adopting such activity. 
Complementarity may also create an impetus in the firm that drives the transition 
towards economic-related CSR [90]; properly designed RHRM can trigger innova-
tions that improve production efficiency and lower the cost of a product and that 
contribute positively to a firm’s financial performance.

Our finding in relation to the positive moderating effect of a SSV capability 
also confirms the importance of the strategic integration of collective values about 
organisational goals and of the exploitation of new business opportunities in gen-
erating a better effective implementation of RHRM that promotes financial perfor-
mance in small firms. This finding is consistent with other previous empirical and 
theoretical research relevant to the SME context [25, 26, 64, 78], as well as in line 
with a primary tenet in RBV theory that a firm’s capabilities are fundamental driv-
ers of competitive advantage and superior performance [54].

It is also of interest to note—based on our descriptive statistics showing the 
‘moderate-to-high’ RHRM adoption rate among the sample firms (nearly 60 % 
reporting ahead of/leading similar firms on RHRM overall)—that small firms are 
more likely to embrace the adoption of RHRM (albeit perhaps on an ad hoc basis, 
rather than as part of a deliberate strategic approach) more widely than might be 
expected given the size-related resource constraints under which many operate 
[91, 92, 94–96]. In this study, the weight given to RHRM by the majority of firms 
is found to be greater than that given to performance in regard to economic-related 
CSR practices. This result may reflect recognition of the importance of employees 
to the achievement of a firm’s business objectives generally [12], and lends sup-
port to the notion that the value of CSR becomes debased and only an exercise in 
public relations when employees are not fully engaged [97].

By focusing on specific types of RHRM, ‘employee health and safety’ and 
‘work-life balance and family friendly employment’ have the highest performance 
levels reported by the majority of the sample firms (77 % and 67 % respectively). 
These results may reflect the Australian institutional profile (see [98] for exten-
sive discussion of the ‘institutional profile’ concept) where the existing industrial 
regulatory framework, the values/beliefs about good management practices held by 
owner-managers, and a prevalence of ad hoc arrangements developed in response 
to requests from individual employees, make it more common for small-firm work-
places in Australia to actively implement and promote these certain types of RHRM.

The descriptive analysis of our survey data also indicates that only slightly more 
than half of firms report the highest performance levels in ‘investing in employ-
ees’ and ‘employee participation in decision-making’ (54 % and 51 % respec-
tively), whilst less than half of them perform at the highest levels in terms of ‘equal 
opportunities’ (46 %). Taking investment in employees first, although there is no 
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agreement in the literature regarding the level of training provided by small firms 
[99], our finding of a moderate adoption rate accords with published research in the 
UK context [5, 92], which may reflect the difficulties of measuring ‘informal’ train-
ing provision (e.g. on-the-job training) in small firms causing the true level of train-
ing provision to be underreported [100].

In relation to employee participation, although our finding of a  ‘moderate-to-
low’ adoption rate aligns with the results of previous research [10] that Australian 
SMEs have been reluctant to use management practices that support employee 
participation, it would be misleading to interpret this finding without consider-
ing the existence of a SSV capability—which relates to employees being able to 
influence the way to work and the objectives of the firm, and to freely contribute 
their points of view about how to manage the firm smoothly—in the sample firms. 
Evidence presented in this study of only 4 % of firms reporting disagreement 
regarding the existence of such a capability in their firms, suggest that the prin-
ciple of employee participation is, in fact, highly accepted amongst small firms 
in our sample, but they might not have ‘formal’ employee-participation policies 
in place. This explanation is supported by the findings from the 2004 Workplace 
Employment Relations Survey (WERS) in the UK indicating that in contrast to 
employees in medium and large firms, the majority of employees in small firms 
report high satisfaction (good or very good) with their workplace manager in 
keeping them informed about, and participating in, changes to the running of the 
business, changes in staffing and changes in their job [99].

Lastly, whilst on the one hand the low rate of adopting equal opportunity prac-
tices found in this study may indicate that such practices are less common in 
workplaces in Australian small firms, on the other hand it may reflect a lack of 
formal written equal opportunity policies among the sample firms to carry out a 
range of monitoring activities to assess whether employment practices have any 
discriminatory effects. Our assumption is confirmed by the results from the 2007 
WERS showing that workplaces in smaller firms make less use of equal opportu-
nity practices than those in larger firms due to a lack of policy formality, but even 
so, employees in smaller firms are more likely to experience fair treatment in their 
workplace than those in larger firms [99].

6  Conclusions

The study has significant practical management implications. The empirical evi-
dence presented in this study highlights the critical role of responsible HRM prac-
tices plus a culture-related capability in successful implementation of CSR that 
promotes financial performance of small firms. It appears, based on our findings, 
that the borders of HRM and CSR are increasingly blurred [52], where responsi-
ble HRM practices reported by small firms are informed by the principles of CSR 
and the need to enhance financial performance while creating the sustainable out-
comes of value increasingly required of business. In particular, the study findings 
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indicate the need for managers, who wish their small firm to remain financially 
competitive from their CSR efforts, to be aware of the importance of implement-
ing CSR policies with RHRM practices that reflect and fulfill employees’ needs 
and which avoid adopting a paternalistic approach that neglects the employees’ 
perspective. It is also worthwhile to note that unlike large firms, there seems to 
be a lack of formality in HRM practices in small firms that provide an important 
benefit. Workplaces which are part of small firms tend to have high levels of infor-
mality and familial ties that can help to engender trust and reciprocity in manager-
employee interactions.

In common with most research, this study has some limitations. First, the sam-
ple size was small which could reduce the reliability and stability of parameter 
estimates. Research suggests that the detection of moderating effects is often con-
strained by small sample size [101]. However, given that all of our hypotheses 
were supported, we can be confident in the robustness of our findings. Second, 
difficulties in generalizing results to other industry sectors and to other econo-
mies should be acknowledged. Third, the findings are limited by the self-reported 
nature of the data collection process. Finally, although we used the 6-month time 
lag in data collection to allow for temporal ordering of independent/moderating 
and dependent variables, this time gap was insufficient time to confirm determin-
istic causation. Future research might include a quasi-experimental longitudinal 
study over a longer time period with a larger sample size to evaluate the RHRM-
SSV interaction effects with CSR on financial performance, thereby allowing for 
broader generalizability in findings. Linking the model variables to multiple data 
sources that take into account objective measures would further extend our under-
standing of how responsible HRM practices and capabilities could strengthen the 
CSR-performance relationship.
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Abstract Workplace is primarily a social environment and value is created not by 
machines or computers but by people who operate them. Thus, high performance 
work systems should allow individuals to experience greater autonomy over their 
tasks and particularly self-managed teams are useful where a group of  individuals 
can all together plan, organize and control their tasks without the need for micro-
management. However, forming up and maintaining self-managed teams to 
achieve highest performance has always been a managerial concern but has never 
been easy.

1  The Essence of Organizing Work for High Performance

In an article published towards the end of the last century, Kling was  drawing 
our attention to the competitiveness of the world economy: While adapting 
 themselves to the changing conditions, American companies were more  concerned 
with the product quality. As an outgrowth of these new dynamics, ‘creativity’, 
 ‘ingenuity’ and ‘problem solving abilities’ became priority issues for the  survival 
of these companies. Having carefully examined the conditions of the day, Kling 
put  particular emphasis on the employees; they needed to be provided with 
 ‘information’, ‘incentives’ and ‘responsibilities to make decisions for innovation, 
quality improvement, and rapid response to change’. Companies taking these 
issues into consideration were referred to as—according to the author—‘high 
 performance work organizations’ [1].
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1.1  ‘Citius, Altius, Fortius’ in Business

Kling’s words are, of course, one of many similar opinions declared by management 
scholars in 1990s, and a retrospective view towards those years would prove that 
most of them—if not all—were right. Companies in developed and developing 
economies during the last decade of the twentieth century were experimenting this 
transition—a challenging period where (i) customers were getting more involved 
in product development efforts (ii) being part of a supply network was preferred 
over depending on a strictly controlled supply chain, and (iii) innovation became 
the motto for product differentiation and even for taking place in uncontested mar-
kets. Specifically for the first argument, a research conducted in 1990 by Zirger 
and Maidique revealed that ‘managerial excellence’ was highly critical to the prod-
uct success, while a new product was meant to provide ‘significant value to the 
customer’ [2]. Products that were unique, or at least that were remarkably different 
in the market, were substantial to the company’s long-term success, but customers, 
on the other hand, were precious. A strong product concept, as stated by Clark and 
Fujimoto in 1990, was crucial; their development process was ‘a complex system 
for solving problems and making decisions’. However, according to the authors, 
organizing for integrity was as essential as the product integrity. Spending efforts 
on products with distinctive features that responded to the needs and requirements 
of the customers, who anticipated new products in line with their values and life-
styles, and integrating these efforts into the development process were also the 
major concerns of companies of the particular era [3].

When compared to today’s circumstances, mid-1990’s were far less ambiguous 
but served as a threshold before the gate into a new age for the business world. 
The Internet was only just introduced at the service of the public but its use in 
business organizations was rapidly increasing. As a matter of fact, even this little 
efflorescence of the knowledge age caused great excitement among management 
scholars, who began proposing countless ways for responding quickly as well as 
accurately to the exact needs and requirements of the customers. For example, 
Angell and Heslop’s book on ‘growing the business in the electronic age’ excel-
lently described everything necessary to assess a company’s needs and opportuni-
ties for a better exploitation of the Internet and developing online strategies [4]. 
Following a newly built avenue in the field of post-modern management theories, 
knowledge management and learning organizations were regarded as providers 
of new and efficient formulas in business organizations to enliven people’s souls 
at work and motivate them (e.g. [5–7]). A revolutionary approach began to sail 
before the wind in the seas of the human resource management. In 1998, Ulrich 
set forth the following noteworthy formula [8]:

Ulrich’s article was quite refreshing; it revealed five particular tools in order to 
increase competence in a business organization: (i) ‘hiring new talents’ (ii) ‘invest-
ing in employee learning and training’ (iii) ‘organizing partnerships with  suppliers, 
customers and vendors’ so that knowledge could be shared, new knowledge could be 

Intellectual capital = Competence × Commitment
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created, new work methods could be brought into the organization’ (iv)  ‘removing 
employees who fail to change, learn and adapt’, and (v) ‘keeping successful employ-
ees’. Concurrently with these efforts; empowering employees in terms of decision-
making and participation, encouraging teamwork, sharing long-term information 
and strategies with employees, providing new technologies were only a few of the 
several initiatives that should be taken by the managers in order to enhance com-
mitment [8]. On the other hand, in 1997, Baldwin and colleagues put an emphasis 
on the issue of ‘learning’, which could ‘lead an organizations’ response to changes 
within its business environment’. Their model remarkably brought a refresh-
ing interpretation of the importance of learning: As the environmental turbulence 
increased, suggested the authors, the strategic role of learning evolved from a 
focus on ‘employee development’ into two consecutive stages—a focus on ‘immi-
nent business needs’, and a focus on ‘unknown business development’. Predictable 
environmental conditions were considered easy to manage; managers could focus 
on the development of their employees’ individual knowledge in already existing 
business practices. However, as the environment became more complicated, neces-
sary actions would be essentially taken from focusing on customer requirements and 
innovation in existing business practices to focusing on undefined market potential 
and assessments of changes to decide what the business should become [9]. The 
final stage apparently required managers to think beyond the boundaries of their 
organizations and to exploit diverse opportunities and resources.

Defending the fact that the managerial point of view had often been the point of 
origin when describing the evolution of management, in 1996, Gollac and Volkoff 
conceptualized the accelerated work life and used the expression l’intensification 
du travail to describe the context of working harder and faster. Their arguments 
were quite elucidative—‘technical and organizational progress’ were not sufficient 
enough to bring hard work to an end. Companies began to demand more (… and 
more) from their employees, and they were looking for ‘better-trained  employees’ 
while practicing ‘restrictive salary policies’. Just as the title of Gollac and 
Volkoff’s study goes, the managerial situation in organizations had simply turned 
into a ‘citius, altius, fortius’ fashion [10]. Being originally a Latin expression 
for ‘swifter, higher, stronger’, ‘citius, altius, fortius’ is the motto of the Olympic 
Games coined by a liberal and controversial priest, Henri Didon, and introduced 
by the founder of the International Olympic Committee, Pierre de Coubertin to 
delineate the Olympic movement more than a century ago (p. 128 in [11]). Sports 
is generally a physical activity; competition among individuals or teams is encour-
aged to show highest performance possible, break records and play at full capacity 
to win games according to the rules that are previously set.

1.2  Searching For Excellence: A Dream or an Obsession?

First published in 1982, Peters and Waterman have introduced to the business 
world a ground-breaking book, In Search of Excellence, which is assumed to be 
one of the most widely read business books ever. Peters and Waterman delicately 
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and confidently put the factual conditions in the business environment into words 
based on three following postulates (Authors’ Note in [12]):

1. People and organizations are not rational; therefore, managing just ‘by 
 numbers’ is erroneous.

2. People are far beyond mere factors of production; treating people as cogs in a 
machine is demotivating and must be avoided.

3. The world is full of ambiguity.

Calling attention to these conditions, the two notable authors revealed eight ‘attrib-
utes of excellence’ that distinguished successful companies, and these attributes 
varied from taking action and learning from failures to keeping in close touch 
with customers; managing toward a value system; arranging simple and workable 
organizational structures; and delivering people the freedom of doing things their 
own way, while practicing a centralized management of such essential elements 
that needed careful supervision as ‘one or two top strategic priorities’, ‘central 
values that make up the company’s culture’, and some ‘key financial indicators’. 
A little more than twenty years later, in the reprint edition of their book, Peters 
and Waterman reframed their opinion about these attributes in an additional sec-
tion before the preface called Authors’ Note: Excellence 2003. In essence, they did 
not seem to have changed their mind—these eight attributes were still ‘their eight 
attributes of excellence’. Having written numerous titles since 1980s, both authors 
enunciated their determination on sticking with these attributes (Authors’ Note in 
[12]). In fact, In Search of Excellence was a seminal work that had repercussions. 
It was acclaimed by many scholars with great enthusiasm and served as basis 
to many studies. However, a great deal of critical writing was also evident (e.g.  
[13–15]). A debate on whether these eight attributes of excellence were genuinely 
(or scientifically) effectual may be considered a separate matter of discussion, 
which is out of our immediate scope. Nevertheless, using such a word—which 
denotes a level of quality that surpasses ordinary standards—as excellence seems 
quite tempting if one wants to open a ceaseless discussion crowded with alterna-
tive perspectives and opposing ideas in the field of management.

1980s and 1990s witnessed a revolutionary transition process underlying 
management thinking. Organizational change was perhaps the hot-button issue 
of the era and change management became the topic of endless discussions. If 
companies wanted to survive, or maintain their long-term existence in the mar-
kets, managers had to compromise. Successful managers were not perceived 
as savoir-faire type of heroes anymore. Power and knowledge had to be shared 
across the organization; and authority and responsibility had to be delegated with 
employees. Unilateral approaches of managers were considered archaic in suc-
cessful companies. Quantified targets, or performance ratings were certainly still 
in vigor but operational goals, objectives and targets were determined in chorus 
so as to take employees’ performances also into consideration. Particularly mid-
dle managers began to assume new responsibilities, and as explicitly highlighted 
by Bradford and Cohen in the introduction to the paperback edition of their book 
that was published in 1997 and called Managing for Excellence, managers gained 
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on the clear conception of their dependency on the knowledge and abilities of their 
subordinates in order to achieve excellence. In the era of the ‘post-heroic’ man-
agement, managers were required to act as leaders, and henceforth, these leaders 
were responsible to create circumstances for subordinates where they could show 
superb performances (pp. v-ix in [16]). Bradford and Cohen’s assessment of a fun-
damental problem encountered in the organizations of the era was quite a subtlety: 
The middle and upper-middle managers were the ones who were ‘holding the key 
to high performance’ since their current position was a striking example to the 
‘underutilization of human resources’. Having experienced ordinary and routine 
tasks in the beginning of their careers, middle managers, in particular, were over-
whelmed with responsibilities of transforming the sublime strategic plans issued 
by top managers into departmental plans that were understandable, feasible and 
doable by their subordinates. Yet, subordinates were not committed enough to the 
manager’s overall department. Their narrow focus was limited to the scope of their 
job descriptions and on these grounds; the critical real-time information or poten-
tial problems were not shared effectively even though the subordinates were usu-
ally aware of them. As put forth by Bradford and Cohen, Ouchi’s Theory Z and 
Pascale and Athos’ The Art of Japanese Management in 1981, Deal and Kennedy’s 
The Corporate Cultures and Peters and Waterman’s In Search of Excellence in 
1982, or Kanter’s The Change Masters in 1983; they were all focusing on the 
total organization (pp. 2–6 in [16]) and [12, 17–20]. The managers in the new era 
intended to realign the cumbersome organizational structures, to revolutionize 
the workplace, and to put a new leadership style into practice that would guide 
employees for the use of their full—and real—capacities to achieve higher per-
formance at work so as to introduce value added products to the markets. At this 
juncture, many questions follow: Excellence needed strict targets, but who was to 
put these targets? And once achieved, as whose success was it going to be declared 
and celebrated? The manager, or the employee?

1.3  High Performance Work Systems

Effective human resource practices definitely lead companies to considerable 
 competitive advantages (e.g. [21, 22]); and taking this axiom into consideration as 
the point of departure, Ramsay and his colleagues called attention to the notion of 
a ‘high road approach to management’—an approach (or a paradigm) that highly 
counted on human resource development and praised employee contributions in 
order to maintain an organization’s competitiveness in the market. Reconciling 
these two points of view—human resource development and competitiveness in 
the market—the apparent role of high performance work systems, where advanced 
human resource management practices are combined in multiple ways [21, 23], 
might be a good point of reference to explicate the issue through a couple of 
examples. In 1974, departing from Braverman’s argument of ‘the Taylorist de-
skilling and direct forms of managerial control as the key  mechanisms of work 
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intensification’, and being inspired by neo-Fordist theory, Ramsay and colleagues 
stated that ‘Taylorism had limits’, and the work organization (of the era) tend to 
quit the Taylorist approach of direct control [21, 24, 25]. At this point, an intention 
to reorganize the work system should not be confused with a radical intention of 
breaking away from such fundamental pillars of the conventional work system as 
the division of labor and specialization, or abolishing the hierarchy and manage-
rial levels; it should rather be considered as attempts to overcome certain rigidities 
within the work processes. Intensification of work is still as an outstanding matter; 
and the use of new technologies and task rearrangement in line with contemporary 
patterns in the business environment are appreciated to achieve high performance 
at work [26–28].

Performance can simply be defined as ‘the extent to which an individual 
 contributes to achieving the goals and objectives of an organization’ (p. 155 in 
[29]). However, this simple definition embodies an excessive amount of fac-
tors and apparently minimizes the opportunity of a concrete definition for high  
performance. According to Kirby, the source of challenge relies on such a vari-
ety of dimensions as holding the highest market share, having the greatest market 
growth or long-term existence in the market; however, a consensus theory of high 
performance is hopefully possible as long as studies continue to reveal the secrets 
behind this multi-faceted problem [30]. A content rich explanation for high per-
formance work was illustrated by Evans and Lindsay in 2012. According to these 
scholars, ‘high performance work was characterized by flexibility, innovation, 
knowledge and skill sharing, alignment with organizational directions, customer 
focus, and rapid response to changing business needs and marketplace require-
ments’ (pp. 155–156 in [29]). At this point, teamwork practices usually serve as 
the principal part of the whole picture—e.g. cross-functional teams where diverse 
ideas from a variety of sources are deliberately brought together to create a new 
product or a process; quality circles where a group of individuals willingly spend 
some time on problem-seeking and solving efforts in a proactive manner; or self-
managed teams where a group of individuals attempt to combine their respective 
skills to plan, organize and control their tasks almost under no direct supervision. 
An individual employee participating in either of these practices, by all means, 
are anticipated to be aware of such conditions and values of the contemporary 
workplace as the significance of sharing knowledge with others, the severity of 
responding to the most—if not all—of the customer needs, or the necessity of 
exploiting training opportunities both for self-development and for the organiza-
tion’s interest.

Nearly a decade before Kirby’s affirmative article, Gephardt and Van Buren 
stated that there was no consensus on a definition of a high performance work 
system—scholars had not agreed upon its components neither [31]. Although the 
general outlook of the prospective theory seemed to have evolved into a jungle (in 
memoriam Harold Koontz referring to his description of management theory in 
the early 1960s), works of scholars over the past years shared common ideas; and 
thanks to the mindful work of Kirkman and his colleagues in 1999, five compo-
nents ‘believed to be representative of all the definitions’ made by many scholars 
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illustrate an organized big-picture. After presenting several definitions  particularly 
proposed by leading scholars studying high performance work organizations; 
Kirkman and colleagues revealed their integrated definition comprised of five 
components: (i) ‘self-managing work teams’; (ii) ‘employee involvement, partici-
pation, empowerment’; (iii) ‘total quality management’; (iv) integrated production 
technologies’; and (v) ‘the learning organization’ (pp. 2–3 in [32]).

If, as stated by Appelbaum in 2000, ‘the core of a high-performance work 
 system … is that work is organized to permit front-line workers to participate in 
decisions that alter organizational routines’ (p. 7 in [33]), problem-solving and 
quality improvement efforts may only be possible by making good use of opportu-
nities that appear as an outcome of interpersonal relations. Workplace is primarily 
a social environment and value is created not by machines and computers but by 
people who operate them. High performance work systems should allow individ-
uals to experience greater autonomy over their tasks whereupon an efficient and 
effective communication about issues and problems at work with other individuals 
will become evident. Participating in decisions, digital literacy and contemporary 
incentive systems require qualified, experienced, well-trained and, without ques-
tion, highly talented people with social and firm-specific skills (pp. 7–8 in [33], 
and [34–38]).

2  High Performance Work and Self-Management

The idea of management has always been ready to serve the founders, owners 
and shareholders. Early years of management science witnessed the search for 
the  better use of division of labor. Efficiency was the great cause, and practition-
ers and a limited number of scholars were involved in interminable debates over 
many concepts—e.g. authority, order, hierarchy, centralization, and command 
chain. They were, in matter and in manner, big words for a small human being. 
Eventually, along with the modern management era that began to shape satisfac-
torily during the post-war years corresponding to 1950s, managers of organiza-
tions either vast or tiny have been interested in incorporating the human factor 
into operations as a whole. This initiative took roots from the intention to consider 
the individual human as a whole—a whole body of biological and physiological 
attributes as well as talents, skills, level of mental acuteness, feelings, emotions 
and idiosyncrasies isolating him or her from other individuals. Company found-
ers, owners and shareholders (and occasionally top managers) might seem to have 
been preoccupied due to two specific questions in their minds—two questions of 
which could never be completely disposed: How can maximize the profit? And, 
will the company exist without cease? These two basic questions actually repro-
duce multiple questions that need to get answered. In our case, we will demand a 
question based on the human factor: Does high efficiency necessarily mean high 
quality and high performance? Yet, this seems another challenging question— 
certainly not intact but looks like a doubtful bill.
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2.1  Semler’s Way: Reorganizing for Self-Management

Let’s imagine a company with no organization chart, and no job titles. Neither ten 
year plans nor mission and vision statements exist. No dress code or no come and 
go times, no written rules… This bold idea of a company seems rather fictional as it 
conflicts with many topics in the field of management that are taught at school; how-
ever it is as true as life itself. Most of us—if interested in management theories or 
reading business books—might already be aware of the captivating story of Semco.

Having implemented the idea of extremely participative management into an 
enjoyable work life, Ricardo Semler has transformed Semco—a Brazilian manu-
facturing company of industrial machines from Sao Paulo, which was previously 
known as a giant entity where autocratic management and traditional methods 
were in practice—from top to down in this context. He published his experiences 
and the narrative of how he built such a culture in his company in a well-written 
book, Maverick, offering its readers a pleasant reading. The book was translated 
into thirty-six languages and sold millions of copies worldwide. He has also 
gained a global recognition. This spectacular success is convincing enough to be 
accredited as evidence to the influence he made in the minds of an international 
audience. Putting theory into practice is always a challenging process, and Semler 
has been considerably successful in doing it [39].

In his seminal book published in 1960, The Human Side of Enterprise, Douglas 
McGregor suggested an alternative approach the way managers approached 
their subordinates. McGregor’s theory was offering a simple but rich insight to 
 readers—trusting employees was the key to a better management of an organiza-
tion. Trust is so crucial as a driving factor in social relationships that even in a 
bureaucratic setting, employees would feel themselves as part of this interlocked 
environment and show devotion to organization’s objectives—particularly if they 
were treated as adults, as mature individuals [39]. Furthermore, placing confi-
dence in employees to put their creativity and skills into practice and to carry out 
important decisions without hesitation or interference would serve to the advan-
tage of the whole organization. The ‘human nature’ was the underlying argu-
ment in McGregor’s debate and by nature, humans needed not ‘carrots and sticks’ 
type of incentives to work but—as highly appraised by Semler himself—self- 
administration, self-governance, and self-control (see particularly p. 58 in [40]).

The core idea of Semler’s approach was to deliver employees more incentive 
in order to attract them to taking part in important decisions. The subsequent step 
was encouraging them to take part in self-managed teams—the reason to follow 
these steps was apparent: Given the opportunity to contribute to making important 
decisions, individuals would be more motivated, and in return, would make better 
decisions. As he illustrated in Maverick [41] the route to self-management was a 
rocky one, and the methodology used in walking or driving this rocky route was 
not soft as anticipated, just as Semler’s first action had been firing nearly sixty per 
cent of the company’s top managers in a single day! His argument—if not called 
a defence statement—was as simple as his core idea: Changing the mind-set of 
conventional managers was almost impossible. In fact, conventional manager was 
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tantamount to managers accustomed to work ‘in his father’s way’. Semler’s words 
in Maverick provide a clear vision of his rightful argument:

Semco appeared highly organized and well disciplined and we still could not get our  
people to perform as we wanted or be happy with their jobs. (p. 62 in [41])

What if we could strip away all the artificial nonsense, all the managerial mumbo 
jumbo? What if we could run the business in a simpler, more natural way? (p. 63 in [41])

Discharging managers is indeed a courageous action. Once a final decision is 
made and arguments are settled, it may be as easy as tripping a few words of an 
explanation and some good luck wishes off the tongue. However, convincing and 
persuading employees for a change—in Semco’s case, for a drastic overhaul—is 
definitely one heavy duty for a boss. Semler’s heavy duty involved turning the 
company upside down and inside out. An unorthodox approach at that time against 
management theories was the basis of new practices. Nine layers of management 
were eliminated and an unprecedented type of corporate democracy was created. 
Since it seemed almost impossible to anticipate from an employee to transform 
immediately into an enthusiastic corporate individual who happily participates 
in making important decisions and take responsibilities as a member of a self-
managed team, Semler decided to implement his plan gradually. He took initial 
steps by asking employees to generate solutions for small-scale problems like the 
improvement of the cafeteria food, or replacing overall colors with better ones. 
These baby steps helped employees realize the true adult-feeling essence of mak-
ing decisions on their own issues. Many steps in quick succession empowered 
employees without the need for repulsive and annoying old policies and heavy 
bureaucracies that were created once upon a time. Below is the list of some of 
these revolutionary changes [41–43]:

•	 The traditional organizational chart was removed.
•	 Employees were given the freedom to set their own working hours and the 

responsibility to record them.
•	 Employees were encouraged to learn more about tasks other than their own, and 

to make suggestions for job improvements or departmental changes.
•	 Employees commenced to assess their supervisors’ efforts and performances 

and every six months, assessment results were announced straight out in the 
company.

•	 Employees were provided with the voice in recruitment affairs in their own 
departments and the right to vote for candidates.

•	 Rules and regulations that seemed useless, uncritical and indirect with job’s 
requirements like dress codes or reserved parking spaces were abolished.

•	 The workplace belonged to the employees—from painting, furnishing and 
flower planting to redesigning the layouts, employees acquired the right to make 
changes in their own working environment.

•	 Doors were declared open to unions for inspection.
•	 Corporate staff was eighty per cent less than any other comparable company.

As for Semler, employees were let to do whatever they wanted. In fact, Semco did 
not employ any performance analysts; there were only people who ‘sell or make’; 
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and this was not the outcome of the existence of two highly distinguished  functional 
departments as one for marketing and one for production. In Semler’s words:

Marketing is everybody’s problem. Everybody knows the price of the product. Everybody 
knows the cost. Everybody has the monthly balance sheet that says exactly what each of 
them makes, how much bronze is costing us, how much overtime we paid, all of it. And 
the employees know that 23 % of the after-tax profit is theirs. (p. 84 in [41])

Dumaine referred to the introduction of self-managed teams, or their variations, 
as ‘the productivity breakthrough of the 1990s’ with some clear and convinc-
ing  evidence. Semler’s implication on Semco’s survival during times of meager 
 economic circumstances, thanks to the company’s ‘increased flexibility as the result 
of the efforts of the self-managing employees’ is one example. Additionally, Procter 
& Gamble reported ‘between 30 to 40 % higher productivity’ in the plants that uti-
lized self-managed teams than in plants that did not. Food manufacturing companies 
General Mills and Johnsonville also put similar claims of higher productivity thanks 
to their self-managed teams [44–47]. As stated by Semler, ‘it is up to them (employ-
ees) to see the connection between productivity and profit, and to act on it.’ [48].

2.2  Google’s Way: Creating a Platform for Self-Management

So wouldn’t you think that some of these computer companies would say, ‘Apple does 
well because it has beautiful products’? So how much could the most expensive indus-
trial designer in the world cost? You know, a million dollars a year in salary? Two million 
dollars a year? Five million dollars? That’s what makes these products so beautiful. That 
level of commitment and dedication to the thing to make it the best thing possible.—Guy 
Kawasaki (author and former Apple Fellow) [49].

What is it that makes a great company more privileged than a merely good one? We 
have just witnessed that Semler was already aware of this question and the key to its 
answer even before taking the initiative and hitting a new trail. This time we will try 
to explore dynamics that emerge from within the organization—an organization that 
focuses on its social assets and sails on the waters of the blue ocean originated by its 
trustworthy individuals who dedicated themselves to creating and sharing knowledge.

Excellent companies thrive to find, recruit and retain the best people; and it is 
neither an exaggeration nor a myth that in certain cases, a company may find itself 
competing against other companies on the grounds of a human-resource-based 
battlefield. As put forward by Brown and Hesketh, ‘where brand recognition is 
related to being a market leader, the best companies want to be seen to be recruit-
ing the best talent, as these are mutually reinforcing.’ (p. 85 in [50]) Besides, 
Smith and Kelly approach within a strategic human resource management frame-
work embedded in the knowledge economy context, which we can comfortably 
observe in today’s circumstances:

… future economic and strategic advantage will rest with the organizations that can most 
effectively attract, develop and retain a diverse group of the best and the brightest human 
talent in the market place [51, 52].
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At this point, one may immediately ask these obvious questions: Who are these 
best people? What signifies the best talent? A simple answer might be that best 
people are ‘very intelligent people holding highest degrees and who have exten-
sive knowledge, substantial experience and an exceptional background.’ Once 
recruited, these best people, or calling it another way, these great stars are usu-
ally expected to bring miracles into their organizations and show outstand-
ing performances that energize the work place environment. However, whether 
that great star is to create its own ‘solar system’ energizing planets and satellites 
that surround it and whether to fulfill such expectations usually remain as open-
ended—if not rhetorical—questions. A company may hire its industry’s greatest 
star at any cost; nevermore, incurring this risk does not always guarantee that the 
great star’s social skills are compatible with organization’s internal environment. 
Besides, research show evidence that these great stars are also risk bearers, which 
can potentially turn into comets. Moving from one company to another may wear 
away their potential and their exceptional performance usually drops drastically. A 
justification to this argument may be that the star’s performance is predominantly 
dependent on the resources and the culture of the company rather than his or her 
capabilities. As suggested by Groysberg and colleagues in 2004, stars’ success 
depends on such company-specific factors as ‘resources and capabilities’, ‘systems 
and processes’, ‘leadership’, ‘internal networks’, ‘training’, and ‘teams’ [53]. Not 
claiming that Kawasaki has meant this; but within this context, we find his words 
(quoted here a few paragraphs before) reminiscent and inspiring.

Companies with clear vision and managerial conscientiousness are able to hire 
and retain best talents through psychological contracts, whereas the structure of 
an employment relationship between the great star and the company is mutually 
shaped. This initiative can be extended into more specific contracts, idiosyncratic 
deals—special agreements that individuals negotiate with their employees (e.g. 
[54–57]). The content of such agreements and whether they generate dynamism in 
the organization is another debate; however, why building such a loose and tight 
bond between the employer and an employee who is expected to be a precious part 
of a high performance work system remains within our scope. Owing much to the 
vast literature on knowledge management and networks, cases on companies asso-
ciated with the digital age usually give fruitful insights.

The case of Google sets a good example to the best talent culture as the world’s 
leading Internet company hires exceptionally talented people and retains them in 
an ultimately mind-blowing workplace environment—usually envied by the best 
talented people who work in other companies. Being committed to having the most 
entrepreneurial environments in the world, Google aroused much interest in the 
public and gained image of a popular company for which a considerable number of 
MBA graduates wanted to work [58]. The company’s way of attracting talents has 
even come up for a movie, The Internship, which exhibits the essence of their cul-
ture, referred to as Googliness, and people experiencing it as Googley. Well-known 
for its new product development strategies and capabilities for entering new busi-
ness areas; Google is a good example to a company, where high performance work 
system is not created by a magic-wand-waving and spell-casting boss or manager 
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but by constructing a platform—a platform for a high performance work system to 
emerge—where diverse talents could come together and get connected by means 
of social relationships and digital technology—the unique workplace environment, 
the popularity of products, the brand and everything else is only the reflection of it. 
Google’s website states the company’s culture with these words:

It’s really the people that make Google the kind of company it is. We hire people who are 
smart and determined, and we favor ability over experience. Although Googlers [59] share 
common goals and visions for the company, we hail from all walks of life and speak doz-
ens of languages, reflecting the global audience that we serve [60].

Google also displays on a separate web page a list called Ten Things Google has 
Found to be True, which was prepared when the company was only a few years 
old. In point of fact, listed items reveal some of the fundamentals that underlie the 
company’s latent but efficient high performance work policy from providing the 
best user experience possible to designing time-efficient, location-free and easy-
to-use products. Particularly for one item, the statement goes;

… work should be challenging, and the challenge should be fun. We believe that great, 
creative things are more likely to happen with the right company culture–and that doesn’t 
just mean lava lamps and rubber balls. There is an emphasis on team achievements and 
pride in individual accomplishments that contribute to our overall success. [61]

With a semantics approach, the final item on the list seems almost similar to 
 ‘citius, altius, fortius’, the Olympic motto we have discussed earlier: ‘Great just 
isn’t good enough’ [60]. A first impression about this item might be that Google 
supports performance based on a conventional type of competition:

Do something, then check others and compare, and try to do something much better than 
others did!

However, the company explicitly describe on its webpage that the idea behind the 
item is about innovation and iteration:

Do something, and if it works well then improve upon it in unexpected ways. (italics from [61])

In The Future of Management, authors Hamel and Breen compared the way Google 
was organized to the Internet itself. The determining factors of their argument were 
that both organizations were ‘highly democratic’, ‘tightly connected’, and ‘flat’. 
Authority was disliked and a telling-people-what-to-do type of management prac-
tice was avoided since the company’s inception. In Hamel and Breen’s words, ‘To 
Google’s engineers, Question Authority is not an anarchist’s bumper sticker, it’s an 
innovator’s imperative’ (p. 109 in [62]). This explains satisfactorily why high per-
formance work, according to Google culture, could be associated with efforts based 
on innovation and iteration rather than conventional competition.

Owing to perfectly capable and highly motivated employees already  sharing 
a common vision, Googlers would never need to be micromanaged. Even so, 
 leadership is appreciated in a company of hundreds of small self-managed teams. 
At the time when Hamel and Breen’s book was published, about half of 10,000 
employees at Google were working in small teams of three (on average). Per contra, 
large-scale projects like Gmail could employ thirty people or more, with partitioned 
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into teams of three to four, each of which was assigned with one specific task. Each 
team had an ‘über-tech leader’; and these leaders rotated on teams, while engineers 
often worked on more than one project and were free to switch teams (pp. 111–112 
in [62]). Despite all this haecceity, signs of crisis in the shape of ‘increasing bureau-
cracy’; high performance and rapid growth of the company caused problems, par-
ticularly in sustaining the entrepreneurial culture; which caused highly talented 
employees to feel dissatisfaction at work and leave the company [58].

3  Conclusive Remarks

As debated earlier, self-managed teams may be regarded as essential parts of a high 
performance work system’s infrastructure; and by all means, learning is sine qua non. 
According to Neck and colleagues, the developmental process of a self-managed team 
proceeds by a number of stages and the team continues to progress until its members 
finally arrive at the threshold where ‘constructive synergistic thinking’ is the key that 
opens the gate into ‘the highest levels of performance’ [63, 64]. In fact, as put forth by 
Senge in his invincible work in 1990, The Fifth Discipline, ‘team-learning begins with 
dialogue, the capacity of members of a team to suspend assumptions and enter into 
genuine thinking together.’ (p. 10 in [65]). Individuals at work want to think, share, 
collaborate, and enjoy this whole process all together. Self-managed teams emerge 
as an outcome of self-administration, self-governance, and self- control—all carried 
out in the possession of talented people selected with ensured cultural fit and diver-
sity. Ricardo Semler was ready but Semco was not. He had to take the initiative to 
transform the company into a high performance organization. In the case of Google, 
the organization was ready. Google’s employees were already creative, well-trained 
and self-confident; there was no need for micromanagement. The high performance 
organization emerged through their interactions and activities. Both companies had 
very different management styles; however both did the same thing.

On top of all this, forming up self-managed teams to achieve highest perfor-
mance possible has always been a managerial concern and has never been easy. 
A specific management style to overcome this problem is not possible since the 
nature of self-managed teams itself is highly situational. Depending on count-
less dynamic factors—from human related problems to business environment 
 conditions—managers as well as employees should assume the responsibility of 
forming up and carrying on the high performance work system.
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Abstract This chapter will review the evolution of research examining the 
 HRM-Performance relationship. In particular it will focus on the gradual incorpo-
ration of the line manager as a critical agent in this relationship. The chapter then 
presents a conceptual schema which facilitates in better delineating the role and 
impact of line manager interventions along various units of analysis. The chapter 
concludes with implications for practice and future research trajectories.

1  Introduction

There is growing recognition that the management of people is of strategic sig-
nificance to success [1]. A burgeoning stream of international evidence over the 
last two decades has highlighted the impact that Human Resource Management 
(HRM) can have in shaping both organisational performance [2] and employee 
outcomes [3]. Yet while a consensus has gradually emerged about the content of 
HRM practices [4], what is still underdeveloped is our understanding about the 
precise mechanisms through which HRM’s impact takes effect. This chapter will 
engage with this issue by focusing on HRM from a process perspective [5], pay-
ing particular attention to the role of the line manager as a central actor in the 
HRM-performance relationship. The chapter begins by charting the evolution of 
HRM-Performance research noting the gradual incorporation multiple stakeholder 
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perspectives. It then goes on to highlight the significance of line management 
interventions and maps the various impact and roles of line managers in a holistic 
fashion. The chapter concludes by outlining implications for future research.

2  Evolution in Understanding  
the HRM-Performance Relationship

The importance of HRM came to the fore in the context of intensive global 
 competition, most notably from Japan, and the emergence of more people-intensive 
service and knowledge-based industries. The logic of the resource based view pro-
vided a theoretical underpinning to explore the role of internal organisational pro-
cesses such as HRM in generating competitive advantage [1]. HRM’s impact has 
been subsequently demonstrated empirically by numerous studies which find that 
sophisticated HRM practices are positively related to organisational performance 
[6]. Some of the labels that have been attached to HRM highlight the nature of this 
linkage, for example best practice HRM, high performance work systems (HPWS) 
and high commitment management (HCM) [7]. In the case of HPWS, these have 
been defined as ‘systems of human resource practices designed to enhance employ-
ees’ skills, commitment and productivity in such a way that employees become a 
source of competitive advantage’ [8]. In this definition and others there is a widely 
held view that SHRM impacts upon organisational performance through practices 
that promote and nourish employee autonomy, skills and discretionary behaviours. 
HRM practices typically included in these studies include sophisticated selection, 
appraisal, training, teamwork, communication, job design, empowerment, partici-
pation, performance-related pay/promotion, harmonization, and employment secu-
rity. There is also a particular emphasis on how these practices work together as a 
mutually reinforcing bundle [2].

More recently it has been appreciated that while HRM practices may be nec-
essary for enhanced performance, on their own they are hardly sufficient [9]. 
Research has in turn moved beyond simple counts of practices offering ‘growing 
sophistication’ into the mechanisms by which HRM may impact performance. 
According to Sanders and Frenkel [5] this represents a move from best prac-
tice HRM to a process perspective. Critical here has been a distinction between 
intended HR practices as designed by HR departments, implemented HR prac-
tices as those practices actually enacted by line managers, and perceived prac-
tices as those practices experienced by employees [10]. Rendering the causal 
chain of HRM’s impact more transparent in this manner has opened up numer-
ous research streams including those informed by social exchange theory, the 
Ability-Motivation-Opportunity framework in addition to research attentive to 
multiple actors and multifaceted measures of performance [11]. Notably, because 
of their role as the ‘touch point between the intended practice and the employee as 
recipient’ [12] line managers have emerged as critical components in the HRM-
performance chain.
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3  Line Managers as Critical Intermediaries

The significance of line managers as critical intermediaries in the HRM-performance 
relationship has slowly been recognised. Conceptually work by McDermott and col-
leagues [13] illustrates how differing leadership styles need to be aligned with strat-
egy and are also likely to influence the nature of the psychological contract held by 
employees. Empirically work by Purcell and colleagues [14] has illustrated how line 
managers are ‘a crucial variable in how policies, practices and values are brought to 
life’. Redman and Snape [15] found that line managers have a greater influence over 
their subordinates than top or middle management. Focusing on research orchestra-
tion, Chadwick et al. [16] find that line managers are vital in ensuring consistency 
between top management intent and organisational activity. They note how ‘sen-
ior leaders give supervisors the responsibility and authority to earn the enthusiasm, 
energy, and creativity that signal deep employee engagement’. In this guise line 
managers act as key gate keepers ensuring a clear and consistent message is pro-
vided to employees in terms of HPWS policy [17]. Recent practitioner reports also 
recognize the role that line managers play in fostering ‘a climate that supports high 
performance and engagement’ while also constituting ‘the single biggest influence 
on an employee’s development’ [18]. A frequent assertion that reinforces this point 
is the notion that employees do not leave organisations, rather they leave managers.

Yet while the role of line managers may is increasingly acknowledged [12, 19] 
typically lacking is a more systematic assessment and conceptualisation of the 
potential role and impact of line managers in shaping and sustaining the relation-
ship between HRM and performance [20]. Purcell et al. [14] addressed the impor-
tance of line management as catalysts for the performance of their team members, 
however employee based research is still in its infancy so that in-depth explora-
tions of the influence of line managers is still underdeveloped. Addressing this 
deficiency is important as ultimately ‘the HR practices that employees perceive 
and experience will be heavily influenced by the quality of their relationship with 
their direct manager’ [21]. In order to advance understanding the next section of 
this chapter presents a schema to capture the various roles and levels of influence 
that line managers may exert in the HRM-performance relationship.

4  Advancing Understanding of Line Managers  
in the HRM-Performance Relationship

Figure 1 depicts line manager roles and activities at both organisational and indi-
vidual units of analysis. It also distinguishes between interventions and theories 
which might be seen as more collective in orientation as opposed to those focus-
ing on the individual. Each domain is therefore associated with varying theoretical 
perspectives and tensions with differing implications for research.

Quadrant 1 is associated with the more traditional emphasis in HRM-
performance studies whereby the focus is on strategic integration and organisational 
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level performance. Research here is typically of the intended HR variation [10] 
with a focus on organisational level policies and their likely impact on organisa-
tional performance. Research on line managers from this perspective has focused on 
practices likely to impact their ability, motivation and opportunity to deliver organi-
sational objectives. Indeed, early research either implicitly or explicitly drew upon 
the logic of the AMO framework, which has become something of a referent for 
HR studies [22]. In terms of organisational outcomes research by Roche and Teague 
[23] demonstrates that proactive line manager engagement in conflict management 
is positively related to organisational outcomes and that this relationship is further 
enhanced by the presence of HPWS types of HR practices. At the employee level, 
studies have recognised the importance of supervisory support as a key variable 
determining organisational commitment [24]. It is clear from research associated 
with this quadrant that both policies for line managers and activities by line man-
agers can exert significant influence at an organisational level. Research questions 
here consider the nature of HRM practices in place and the nature of HRM practices 
that line managers are subject to, with a particular focus around practices which are 
directly intended to enhance the ability of line manager’s to perform their tasks, the 
recognition and motivation they are prescribed to receive for so doing, and finally 
the organisational infrastructures in place that is designed to afford line mangers an 
opportunity to conduct HR activities in a desired and valuable fashion [14].

Quadrant 2 retains an organisational level focus but explores its implications 
for individual relationships. Here we might consider role theory and possible role 
conflicts for line managers in trying to reconcile their role as resource orchestrator 
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Fig. 1  Categorising line management interventions
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cascading top management intent on one hand, while also being open and accommo-
dating of the realities of employee experiences on the other [25]. This suggests that 
the traditional tensions and ambiguities surrounding identity and influence experi-
enced by personnel/HR professions [26] hold relevance as migrated to the role of the 
line manager. Line management role ambiguity and conflict have been particularly 
noted in the realm of performance appraisal in part due to lack of line management 
training and buy-in manifest in poor commitment to conducting HR activities [27]. 
Research by Geare and colleagues [11] found a clear distinction between unitarist 
ideological intent expressed by management and more pluralist orientations expressed 
by employees. Similar to HR managers, line managers are likely to be caught in the 
midst of this dynamic on a day to day basis. This will have implications in terms of 
line manager’s identity and also their willingness to engage in HR activities. Research 
streams associated with this quadrant examine the differing expectations of line man-
agers and HR managers concerning their roles and status and what HR activities they 
should conduct [28]. Research also examines the individual tensions confronted by 
line managers as they strive to realise their HR ambitions while also directly man-
aging their workforce. Research on identity is likely to be particularly relevant here. 
As noted by Thomas and Davies [29] ‘identity can be usefully conceptualized as a 
dynamic struggle between various subject positions within discourses, vying for our 
attention and our active human agency. Thus individuals are situated in social contexts 
that both constrain and sustain identity’. Taking a micro-political approach leaves an 
analytical space to explore how line managers may subvert and resist attempts to alter 
their roles and to explore their response to attempts to directly incorporate them as an 
assumed part of an organisational level performance agenda.

Quadrant 3 examines collective orientation but focuses on employee level out-
comes. Here the emphasis is on those practices actually implemented by line man-
agers and the collective employee experiences of such practices as captured through 
social exchange theory and manifest in organisational climate [30]. HR systems have 
been suggested as an important antecedent to organizational climate. The mediating 
variable between the HR system and employee experiences is the activity and behav-
iour of line management. The role of the line manager in fostering a collective culture 
becomes critical in shaping employee shared perceptions of HR. Theoretical per-
spectives here bring together both line manager and employee perspectives to offer 
accounts of the social climate within the firm and its role in bridging intended and 
enacted HR practice [3, 30]. It is argued that such a social system or the social context 
of work [31] is fundamental in eliciting discretionary effort or organisational citizen-
ship behaviours whereby employees perceive HR practices through their enactment 
by line managers [32]. The social system, in turn, facilitates greater access to relevant 
information, reduces the need for control and also allows for collective action [33]. 
Although HR practices are seen to operate as macro concepts the effect of such HR 
initiatives are processed and realised at the individual and group level [3]. Ferris et al. 
[31] suggest a ‘social interaction processes’ whereby individual employees determine 
organisational reality and meaning from relationships, norms and values within the 
group, in an intra- organisational environment. Takeuchi et al. [3] supports this view 
suggesting that shared meaning occurs due to ‘ambient social and structural stimuli 
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operating on all members of the same unit (e.g. exposure to similar norms, leader-
ship, and HR practices)’. Bommer et al. [34] state that there is often an omission in 
the relationship between an individual work environment and positive organizational 
citizenship behaviours where ‘many forms of human behaviour are influenced by the 
attitudes and behaviours of the immediate community’. Becker [35] suggests that 
individuals identify with, and adopt, attitudes and behaviours that they consider to be 
associated with a satisfying relationship with other individuals within a group. These 
processes then become internalised as employee actions become congruent with those 
of the group. This view is remarkably different from the conventional propositions of 
HPWS that suggests commitment and satisfaction are directed toward the organisa-
tion as a result of HR interventions.

Aligned with this perspective research by Arrowsmith and colleagues [36] has 
expanded the ability-motivation-opportunity (AMO) framework to incorporate an 
additional dimension of ‘direction’. This is understood to include the elaboration and 
communication of expectations, relevant performance measures, feedback, coaching 
and understanding and application of consequences [36]. Arguably much of these 
activities are associated with line management interventions in enacting HRM prac-
tice. Line managers are critical in creating the work environment and the informal 
side of the organisations, ensuring operational efficiency and the implementation 
of organisational objectives, and therefore are deemed decisive in determining atti-
tudes and behaviours of employees. More process based perspectives have moved 
to appreciate this insight, focusing less on the intended practices associated with tra-
ditional research (quadrant 1) and moving to incorporate multiple stakeholders. It 
follows that research in this quadrant tends to offer more multi-level insights and 
incorporates multiple respondents. Frequently rich insights about the process of 
enacting HR come from more in-depth qualitative approaches.

Quadrant 4 examines the individual relationship between line manager and 
employees. Increasingly there is recognition that while individuals may not be com-
mitted to their organization per se they may be highly committed to their depart-
ment, profession, union or potentially to their line manager [15]. The role of 
leader–member exchange theory provides useful avenues to explain the reasoning 
behind why employees may see HR activities purely as supervisor initiatives [32]. 
Supervisory support has been shown to be an important influence on the imple-
mentation of HR practices. According to Bowen and Ostroff [37]: ‘supervisors can 
serve as interpretive filters of HRM practices and can foster stronger relationship 
between HRM, climate, and performance than would exist individually’. Litwin 
and Stringer [38] noted that support and encouragement by one’s immediate super-
visor is of paramount importance for the arousal of achievement. Notably, Purcell 
and Hutchinson [32] found that employees viewed practices such as communica-
tion and involvement solely through their supervisor and not as organisational ini-
tiatives. As such it can be said that HPWS initiatives are viewed in relation to the 
social system based on relationships and therefore employees appeared oblivious 
to organisational policies as such policies were actually interpreted as supervisor 
actions in isolation. It follows that employee-supervisor relationships may therefore 
be the foundation on which the success of HRM interventions rest.
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Harney and Jordan [19] provide case study evidence from a call centre in Ireland 
where, despite HRM being imposed by a dominant supplier, line managers’ inter-
ventions ameliorated some of the negative aspects of work tasks. This included the 
introduction of practices which resonated with those prescribed by HPWS, includ-
ing efforts at improving morale and creating a sense of involvement and a better 
atmosphere among telesales representatives. The result was that while employees 
exhibited the low commitment characteristic of the sector, they also demonstrated 
significant organisational citizenship behaviours manifest in discretionary efforts to 
go beyond what was required of the immediate task on hand. Rather than assuming 
that line management behaviour will automatically align with intentions [13] this 
approach allows for a possible divergence between what is intended of line man-
agement and what is actually enacted by line managers. Thus consistency may 
not necessarily be the final arbiter of successful performance as emergent leader-
ship behaviour can be critical. Likewise, individual demographics including age, 
experience, gender and cultural background may shape the enactment and mean-
ing attributed to interventions [39]. Research in this quadrant typically focuses on 
the interaction between line managers and employees, paying particular attention to 
micro-level variables and outcomes including foci of commitment, engagement and 
the nature of the psychological contract held by employees. For example, research 
has shown that concepts such as local commitment (i.e. commitment to supervisor) 
may find greater significance than organisational level commitment [16, 19].

5  Discussion and Summary

The critical role of line managers in shaping the HRM-performance relationship is 
something increasingly recognised by researchers and practitioners alike [18, 40]. 
Numerous studies demonstrate that line managers are the primary contract makers 
for employees [13]. This chapter presented a conceptual schema which captures 
the various roles and impact of line management interventions. This provides a 
holistic and systematic understanding of line management behaviour thereby illu-
minating the various ways line managerial interventions may facilitate in achiev-
ing ‘implementation advantage’ in the domain of HRM [5]. Greater understanding 
in this area is all the more important in light of emerging organisational forms and 
increased responsibility and accountability being devolved down to the line [32].

Exploration of line management interventions is timely for the HRM-
Performance field as while the support of top management and introduction of 
sophisticated HRM practices are necessary for HRM performance impact, it is 
increasingly recognised that they are not sufficient. As recently noted by Chadwick 
and colleagues [16] ‘although top management tends to set the overall direction and 
strategic emphasis of the firm, the responsibility for actually implementing strat-
egy often falls to managers and employees lower down in the firm’. Line managers 
are therefore critical in terms of leveraging desired and appropriate organisational 
and especially employee outcomes [16]. Specifically, line managers create an 
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infrastructure which bridges managerial intent and employee experiences [30]. 
This speaks directly to recent emphasis on the processes of how and why HRM 
influences performance, most notably to the process orientated inter-personal rela-
tionships within organizations [41]. To date these relationship have largely been 
neglected despite the fact that the process and quality of employee relationships can 
act as a critical determinants of performance [42].

By categorizing various line manager roles this chapter has illustrated the mul-
tiple means by which line managers act as a vital component in creating a social 
structure or system [32]. In a social system reciprocation is towards the group 
and supervisors, and it is this process of ‘conscientiousness’ which in turn further 
strengthens and reinforces the system [10]. This resonates with the group pro-
cess literature [43] where values and beliefs are created at the group level. Group 
norms are more proximal to performance may therefore have a stronger influence 
than HR practices. Indeed such norms may actually obstruct or counteract the 
effect of HRM practices [10]. Consideration of line managers as presented in this 
chapter therefore offers a pathway to incorporate recent calls for more multi-level 
insights of the HRM-performance relationship including the relatively neglected 
roles of group and team level phenomenon.

6  Conclusion

Overall, our consideration of line managers links with a newly conceptualised ver-
sion of HRM understood as incorporating ‘signals from management to employee 
groups and individuals’ [44]. Haggerty and Wright’s [45] extension of the Bowen 
and Ostroff arguments lies in their suggestion that ‘the strength of the HR system 
is leveraged more on the process and less on the content of HRM’. Allied to this 
Lau and Liden [46] suggest that interpersonal trust and reciprocation is directly 
influenced by a third party; the supervisor. They suggest that the supervisor 
as the official appraiser, reward distributer and mentor of employees shapes the 
social system in which employees operate, where they in effect ‘set the tone for 
the relationships within the work group and influence the environment in which 
the work group is embedded’. Line mangers are clearly central to advancing our 
understanding of the dynamics of managing the employment relationship. Key 
challenges for researchers in this area include reaching a consensus on a precise 
definition of what actually constitutes line management while also mastering the 
complexities of multi-level research and multi-faceted dimensions of performance. 
The schema presented in this chapter is one attempt to weave together extant con-
tributions. In so doing it opens up multiple research pathways for exploring the 
interaction of organisational or employee levels of analysis coupled with the col-
lective or individual orientation. Exploring this schema will facilitate researchers 
in asking further important questions. The research trajectories that ensue will 
facilitate in empirically demonstrating the significance line manager interventions 
in a systematic fashion of direct benefit to both research and practice.
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Abstract The purpose of this Chapter was to assess the impact of human resource 
management (HRM) practices adopted by 205 Australian dairy farmers on their 
business performance. Factor analysis extracted ten factors out of sixty items that 
represented all possible HRM practices in the farming context. Ten HRM practice 
factors were subsequently entered into multiple regression analysis as explana-
tory variables; these were formal selection process, hiring procedure, training, 
performance reviews, communication process, career opportunities, risk man-
agement of occupational health and safety (OH&S), informal social interaction, 
compliance-based HR records and standard milking procedures. Dependent vari-
ables were financial outcome measured by percentage increase in farm profitabil-
ity and net profit shared with employees; and herd health measured by percentage 
of cows treated for mastitis, culled and death rates due to poor health conditions. 
Four business strategies (i.e. cost reduction, product quality, technology innova-
tion and people management) were used as control variables. Regression results 
show a clear link of HRM to farm performance, despite several formal HRM prac-
tices (i.e. validated hiring, selection and training) negatively related to dairy farms’ 
financial outcome however positively related to herd health. The results also show 
that informal HRM practices (i.e. daily & peer performance review, communica-
tion and social interaction) played more significant roles in improving financial 
outcome; whilst HRM practices integrating with business strategies (i.e. product 
quality, technology innovation and people management) predicted better herd 
health in dairy. Implications of these results are discussed.
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1  Introduction

The literature examining the impact of human resource management (HRM) prac-
tices on firm performance has been accumulated, however largely focused on 
industries other than dairy, such as manufacturing [1], financial sector [2], and ser-
vices [3]. A pioneering work by Stup et al. investigated the relationships between 
selected HRM practices and dairy farm performance based on a sample size of 
eighty Pennsylvania dairy farms [4]. It is found that those dairy farms that used the 
technical HRM practices (e.g. the use of continued training and standard operating 
procedures for feeding) performed much better in the areas of return on equity and 
somatic cell count than those that did not [4–6]. Yet, the evaluation of synergistic 
effects of both technical and strategic HRM practices on dairy farm performance 
is yet completed [4, 7, 8], even less so in the Australian context. This leaves much 
room for speculating what strategic value HRM could add to creating a high-per-
forming workplace in the farming context—the key concern widely discussed in the 
field of strategic HRM [9] as well as in Australia’s ‘People in Dairy Program’ [10].

Strategic HRM is defined as a process of linking organizational business strate-
gies with internally coordinated HRM policies/practices and to externally chang-
ing context in order to achieve organizational performance objectives [11]. The 
essence is to develop organizational HRM policies/practices that would support 
the implementation of chosen business strategies and address the needs of various 
stakeholders [9]. In the context of dairy, the stakeholders consist of not just farm-
hands, employees or family members, but external bodies such as dairy industry 
association, government and rural and regional community [12].

Generic business strategies developed earlier by Michael Porter cover three 
distinctive strategies (i.e. cost leadership, quality and innovation) based on organ-
izational market scale and competitive positioning [13]. In line with these com-
petitive business strategies, Schuler and Jackson argued that organizations must 
develop corresponding set of HRM practices to help implement chosen business 
strategies [14]. In recent years, strategic labour management skills were identified 
as the most important skill to achieve successful expansion in the American dairy 
[15, 16]. Yet it is unclear what would be the distinctive set of HRM practices that 
dairy farm owners/managers would have developed to support their chosen busi-
ness strategies (be it cost reduction, product quality, technology innovation etc.) in 
order to achieve better farm performance.

For the past decade, the Australian dairy industry, similar to those in Canada, 
New Zealand, and the USA, has not only confronted internal structural changes, 
but also been required to meet external legislative requirements especially in the 
areas of employment conditions and occupational health and safety (OHS). The 
structural changes are reflected in a reduced number of registered Australian dairy 
farms to 7,511 (2009/10) from nearly 22,000 in 1979–80; and increase in aver-
age herd size currently at 274 cows, up from 85 cows in 1980 [17]. The increases 
in average herd size demand for more paid employees, and changing managerial 
roles to focus more on strategic issues of farm operation and risk management of 
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compliance versus commitment-based human resources [4, 15–20]. One of the key 
challenges for Australian dairy farmers was to meet the legislative requirements 
with new workplace relation laws as a result of frequent changing governments 
and ideology shifts between the Labour and Coalition parties.

In light of the above-mentioned context and potential managerial implica-
tions for developing a sustainable dairy industry, this study was set to examine the 
impact of strategic HRM on farm performance, using Australia as a case study.

2  Materials and Methods

Because of ambiguity about a synergistic set of HRM practices likely to be imple-
mented in the dairy farming context, extensive literature review, a focus group 
discussion and ten face-to-face interviews with industry experts were conducted 
during 2009–2010 to gather sixty items of all possible HRM practices relating to 
recruitment and selection, training and career development, performance evalua-
tion, open communication, employee socialisation, compliance-based HR records, 
OHS and standard operating procedures. Industry consultants were used to deter-
mine the variables used to measure Australian dairy farm performance. The survey 
questionnaire was then developed, pre-tested and modified by three HRM faculty 
members, two industry experts and twenty selected dairy farmers, ensuring con-
tent validity [21, 22].

2.1  Data Collection

The Action Mailing Lists (AML)—the company that runs surveys—was employed 
to assist in randomly selecting 1549 dairy farmers out of a total of 6780 dairy 
farmers registered in Australia in 2010. The survey packs containing cover let-
ter, consent form, and questionnaire were posted in August, with a follow-up in 
September 2010 [23]. This effort led to receiving a total of 205 useable responses 
(13 per cent response rate) for subsequent data analysis.

2.1.1  Explanatory Variables

The explanatory variables were specific HRM practices that were adopted by 
Australian dairy farm businesses in the sample. Sixty items of HRM practices 
were collected from the literature review and verified via industry focus group dis-
cussion and face-to-face interviews. These are believed to represent typical HRM 
features of small businesses in the farming industry [see 4, 8, 19, 24, 25]. All items 
were measured using a 7-point Likert scale, asking respondents to indicate the 
extent to which the item had been adopted in their farm (1 = strongly disagree; 
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7 = strongly agree). The Cronbach’s alpha value of all items was .95, suggesting 
the internal consistency of the scale [26, 27]. 

Because of potential inter-correlation among 60 HRM variables, factor analysis 
was exploited to reduce a large amount of variables into non-correlated constructs 
suitable for subsequent regression analysis—the methods commonly used in the 
prior studies testing the HRM-performance link [2, 28]. Ten HRM practice fac-
tors were extracted from the principal component analysis with varimax rotation 
method. The value for Kaiser-Meyer-Olkin measure of sample adequacy is .820 
(<1) and Bartlett’s test of sphericity equals to 6,493.40 (df = 1770; sig = .000), 
suggesting the suitability of using the factor analysis. The Cronbach’s alpha for all 
factors reached to .71, again indicating the internal consistency of the factor scale. 
The following is a brief explanation of each factor and how it was derived.

The first factor has a higher means on HRM practice items related to “selection 
of employees through formal job interviews” (0.821), “review of job applications” 
(0.723), “assessment of skills of potential employees” (0.800), and “use of refer-
ence checks” (0.725). All these items appear to relate to formal selection process, 
which was used by livestock managers in selecting their farm employees in recent 
years [see 29]. Hence the factor was labelled as ‘formal selection process’.

The second factor was loaded highly on the items related to “hiring using 
employment agreement” (0.811), “use of employment agencies for hiring employ-
ees” (0.621), and “use of standard hiring procedure for family members” (0.643). 
Therefore, the factor was termed as a “formal hiring procedure”.

The third factor was related to the items such as “use of external training in the past 
12 months” (0.809), “evaluation of training programs to measure the effectiveness to 
improve employees’ competencies” (0.767), and moderately on “training for family 
workers” (0.570). It is widely discussed that, in the context of the farming sector, that 
the training process for farms mainly includes external training by industry experts, 
evaluation of training programs, and effectiveness of training on job performance [29, 
30]. Therefore, this factor could be labelled as the “training process” as it combines the 
elements of external training opportunities, and evaluation of training effectiveness.

Factor 4 contains high loadings on “performance reviews of employees at least 
once a year” (0.855) and “performance reviews of family workers” (0.909). Prior 
studies concluded that reviews of employees’ performance on an annual basis have 
been a well-established appraisal method in large firms as well as in small firms 
[29, 31]. Further, performance review of family workers in dairy farming could 
only be possible if the evaluation process is well established. Hence, Factor 4 was 
marked as “annual performance review” as it tied items relevant to performance 
reviews for both paid employees and family workers of Australian dairy farms.

Then, the fifth factor combines the related items such as “formal meeting with 
employees” (0.821), “involvement of family members in meetings” (0.793), “con-
duct of employee surveys related to farm issues at least once a year” (0.728), and 
“use of noticeboards for important messages” (0.629). Previous literature suggested 
having an open communication process with the involvement of employees in meet-
ings and through the employees’ surveys, so that employees can share their views 
and opinions [31, 32]. Therefore, Factor 5 is labelled as “communication process”.
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Also, it appears that “informal discussion on career aspirations with immedi-
ate boss” (0.722), “discussion on career planning of employees” (0.735), “other 
career opportunities within the dairy farm” (0.783), and “other career opportuni-
ties within the dairy industry” (0.856) are closely related. Hence, this combined 
Factor 6 was marked as “career opportunities”. It is argued that farmers were, in 
fact, quite proactive in suggesting career opportunities for their workers, especially 
within the dairy industry [30].

Factor 7 has high loadings on items related to “documented risk management 
process” (0.897) and “teaching employees to prevent farm accidents” (0.704). 
Guthrie et al. reported workers fatalities and injuries as a serious concern in the 
agricultural industry [20]. Hence, farmers could do everything possible to prevent 
OH&S issues such as farm accidents. The documented OH&S standards could 
help better manage the risks associated with injuries on dairy farms. Therefore, 
Factor 7 was labelled as “risk management of OH&S issues”.

The eighth factor loads high on items such as “farm regarded as a friendly work-
place” (0.713), “social interaction among employees during work” (0.734), and “pref-
erence for daily informal social interactions rather than formal social gatherings” 
(0.787). Strochlic and Hamerschlag advocated the use of informal practices such as 
respectful treatment of employees by saying hello, inquiring about their families, 
sharing lunch with them, or inviting them into your homes for a meal [30]. The infor-
mal social interactions among the workforce, especially interactions between work-
ers, supervisors, and owner-managers, are more likely to nurture relationships and 
strengthen social ties [8]. As a result, employee motivation may improve and reduce 
stress in the workplace. Factor 8 was, thus, named as “informal social interaction”.

Factor 9 emphasises employees’ movements in their jobs with relatively 
high loadings on “workers compensation records” (0.796), “OH&S compli-
ance” (0.677), “employees’ leave” (0.831), “employee absenteeism” (0.811) and 
“employee turnover” (0.696). Previous researchers stressed the necessity for docu-
mentation of compliance-related issues in the farming workplace [33]. It is argued 
that a lack of compliance documentation would increase financial losses accompa-
nied by possible legal action taken by employees against their employers. Bitsch 
and Olynk also stressed the importance of maintenance of formal HR records in 
the agricultural industry [29]. Therefore, this factor was related to “compliance- 
related records” as it emphasises common labour compliance issues such as com-
pensation, employee leave records, absenteeism and turnover or termination.

The tenth factor has loaded high on items related to “milk harvesting” (0.887) and 
“maintenance and cleanliness of milk harvesting plant” (0.887). In the previous stud-
ies, the milking SOPs were considered important because of their effect on milk quality 
[4, 6]. These procedures are more likely to improve milking and cleanliness standards 
within a rotary milking shed. Thus, Factor 10 wan named as “safe milking procedures”.

The above-discussed ten HRM practice factors, such as formal and validated 
selection, hiring procedures, training process, annual performance review, com-
munication process, career opportunities, occupational health and safety, informal 
social interaction, compliance-related records and safe milking procedures, were 
included in the subsequent regression analysis.
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2.1.2  Dependent Variables

Initial farm performance variables were collected from the relevant literature review 
and advice provided by the Australian dairy farm experts and practitioners via the 
focus group and semi-structured interviews. Farm performance was measured by a 
number of variables, such as farm profitability, net farm profit shared with employ-
ees, morbidity rate, mortality rate, and percentage of cows treated for mastitis.

Farm profitability was measured, using two items: (1) perceived percentage 
increase in farm profitability in the past 12 months [34], coded as 2.5 to 62.5 by 
taking midpoints of their value ranges from 0–5 to ≥25 %; and (2) the extent to 
which net profit was perceived by respondents to have been shared with employ-
ees in the past 12 months, coded as 1 to 7 (1 = never shared to; 7 = always 
shared), respectively.

Herd health was measured, using three variables. First, perceived percentage 
of milking cows treated for mastitis in the past 12 months against the total num-
ber of cows. Their values ranged from 0–4 to >50 %. Second, perceived percent-
age of milking cows culled due to poor health conditions in the past 12 months 
against the total number of cows. Their values were also ranging from 0–4 to 
>50 %. Lastly, perceived percentage of cow deaths due to health-related causes 
in the past 12 months against the total number of cows. Their values ranged 
from 0–4 to >30 %.

Factor analysis was first used to subtract underlying factors of farm perfor-
mance variables, but failed to meet criteria for factor analysis. It is concluded that 
factor analysis is not a suitable analytical technique to reduce farm performance 
variables into underlying factors in this case. However, it is argued that some of 
these performance variables measure similar concepts, hence they could be arbi-
trarily controlled as one factor. For example, first two variables “farm profitability” 
(0.573) and “net farm profit shared by employees” (0.779) were controlled and 
derived as one factor called “financial outcome”.

The logic of using one-factor solution to derive a singular dependent factor of 
‘financial outcomes’ can be explained as follows. As profitability is commonly 
used to indicate the financial performance of firms, it can be used to measure 
financial outcome (see previous studies [2, 5, 35]). It is likely that some dairy 
farms that have achieved high profitability would share net profit with employees. 
Therefore, higher perceived percentage of net profits shared with employees sug-
gests a good financial outcome of the farm. Hence, these two variables were fac-
tored into one variable as “Financial Outcome” factor.

Similarly, the highly correlated variables such as morbidity rate (0.807), mor-
tality rate (0.701) and the percentage of cows treated for mastitis (0.533) have 
commonly measured the broader construct, that is, the “herd health” in the context 
of dairy farming. It is argued that the morbidity rate, mortality rate, and percentage 
of cows treated for mastitis are conceptually similar [36, 37]. Hence, it is reason-
able to apply a one-factor solution in this case too. Therefore, the factor is named 
“Herd Health”.
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In summary, two sets of several farm performance variables were analysed, 
based on similarity in concepts and one-factor solution. As a result, two factors, 
“financial outcome” and “herd health” were derived and used as dependent vari-
ables in the subsequent regression analysis.

The control variable “farm business strategy” (3 items) was measured by using 
a 7-point Likert scale ranging from ‘1’ (strongly disagree) to ‘7’ (strongly agree) 
with the statements in the survey instrument. Other control variables, such as 
“herd size” values ranging from 0–500 to >2,000 cows, and “farm age” ranging 
from 0–1 to >25 years were also included in the multiple regression analysis.

2.2  Data Management and Analytical Technique

Dairy farm businesses that did not provide either complete farm performance data 
or HRM data were removed from the final data set. Additionally, no outlier obser-
vations were found in the data set. The final data set for analyses contained 205 
cases among Australian dairy farm businesses. The data were analysed using the 
SPSS 21. Means, standard deviations and correlation matrix of all relevant vari-
ables including HRM practice factors, farm performance indicators and contextual 
variables were first analysed, and presented in Table 1.

Ordinary Least Square (OLS) regression analysis technique was then adopted 
for the current study. OLS regression was used to test the effect of HRM practice 
factors on two farm performance indicators as indicated by financial outcome and 
herd health. The empirical models for regression analysis are presented in the fol-
lowing formula:

where “X1 to X10” represent the HRM practice factors, “β” represents the regres-
sion coefficients, “βo” represents the constant and “ε” represents the error.

3  Results

The analysis for the current research focused on examining the impact of HRM 
practices on dairy farm performance through OLS regression. To answer the 
research question, whether a set of HRM practices has any impact on farm perfor-
mance as measured by financial outcome and herd health, two regression models 
(1–2) were run and presented in Table 2. These models assess the impact of HRM 
practice factors on financial outcome and herd health through their R2 values and 
significance level. It is shown that each of the regression models has a reasonable 

FINANCIAL_OUTCOME = βo + β1X1 + β2X2 + β3X3 + · · · · · · · · · + β10X10 + ε

HERD_HEALTH = βo + β1X1 + β2X2 + β3X3 + · · · · · · · · · + β10X10 + ε
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explanatory power as shown in R2 values for Financial Outcome Model (1a) as 
equal to 0.23 and Herd Health Model (2a) at 0.18. These findings indicate that the 
adoption of a synergistic set of HRM practices significantly predict dairy farm per-
formance in the areas of financial outcome (p < 0.01) and herd health (p < 0.01).

It is also found that most of the HRM practice factors, such as occupational 
health and safety, performance review, communication process, formal selection 
and hiring procedures, and informal social interactions have positive impact on 
farm performance indicators. This was revealed by examining the individual con-
tributions of each HRM practice factor to farm performance indicators as indicated 
by their regression coefficients (β values) and significance level (see Table 2).

Specifically, the findings indicate that the “annual performance review” factor 
has a significant positive impact on financial outcome (p < 0.01). The regression 
coefficient shows that use of performance reviews in dairy farms increase financial 
outcome by 29 per cent.

The “formal and validated selection” (p < 0.01) and “hiring practices” 
(p < 0.1) were both found to have positive impacted on improving herd health, by 
29 per cent and 11 per cent respectively.

Table 2  Multiple regression analysis—impact of HRM practices linked to business strategy on 
dairy farms’ financial outcome and herd health

1 “Constant” shows the t-values and their Sig. levels in parentheses. **p < 0.01, *p < 0.05, 
***p < 0.1

N = 205 Financial Outcome Herd Health
HRM practices factors Model 1a Model 1b Model 2a Model 2b

(Constant)1 −.96(.34)1 2.05(0.04)1 −.62(.54)1 −2.68(0.01)1

Formal & validated selection −.17* −.12*** .29** .22*
Hiring procedures −.29** -.30** .11† .15†
Training process −.24** -.25** – –
Performance review .29** .29** – –
Communication process .31** .30** – –
Career development opportunities – – −.07 −.16†
Risk management of OH&S .19** .22** .21** .17*
Informal social interaction .11 .16*** .23** .26**
Compliance-based HR records – – – –
Standard milking procedures .16* .21* – –
Control variables
Business strategy—cost reduction – –
Business strategy—product quality −.15*** .19**
Business strategy—tech innovation – .35**
Business strategy—people management – .33**
Compliance with workplace relations laws .14*** .22*
Year of establishment—farm age) – –
Herd size – –
Model Fit
R2 .23 .27 .18 .31
Change in R2 – .05 – .17
F value 4.49** 3.46** 3.47** 4.45**
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Another HRM practice factor “communication process” significantly improved 
financial outcome (p < 0.01) by 31 per cent. This result seems reasonable because 
there is a general argument that effective communication may help farm workers 
to provide candid performance feedback, and make suggestions to improve pro-
duction and to increase financial outcomes [38].

The “risk management of occupational health and safety  (OH&S)” factor has 
moderate positive impact on both financial outcome (p < 0.01) and herd health 
(p < 0.01). Results suggest that risk management of OH&S is likely to be benefi-
cial for dairy farm performance as it would increase financial outcome by 19 per 
cent and improve herd health about 21 per cent.

The “informal social interaction” factor was found to improve herd health 
(P < 0.01) by 23 per cent. But, how would such employee socialisation practices 
lead to improve herd health? This will be discussed further in next section.

In contrast, not all of the HRM practice factors contribute positively to 
enhancing farm performance. For instance, the “training process” was found to 
be negative and moderately related to financial outcome (p < 0.01). The “career 
opportunities” factor was negatively related to herd health, though the relation-
ship was not strong (p < 0.1). The “hiring procedures” factor was also negatively 
related to financial outcome (p < 0.01). These interesting findings, though not 
overly surprising, deserve further discussion later.

In addition to the HRM practice factors, contextual variables were also included in 
the regression equations, and results are shown in Models 1b–2b (see Table 2). The con-
textual variables most significantly related to farm performance include those business 
strategies focusing on product quality, innovation technology, and people management. 
Other control variables such as years of establishment and farm size were found to have 
no or weak effects on farm performance. Nonetheless, the control variables account 
for additional variances in farm performance, beyond the combined influence of HRM 
practice factors. The change in R2 value of 0.13 is particularly high for “Herd Health 
Model (2b)”, indicating the significant influence of the contextual factors such as farm 
business strategy on improving herd health. Overall, HRM practice factors together 
with several contextual factors explain about 27 per cent of variance in Financial 
Outcome (p < 0.01), and 31 per cent in Herd Health (p < 0.01). We devote the next sec-
tion to discuss the implications of findings generated from this study.

4  Discussion

The current study identified that several human resource management (HRM) 
practices were adopted by 205 Australian dairy farms investigated, and that these 
HRM practices were related to farm performance positively as well as nega-
tively. HRM practices positively influencing farm performance cover performance 
review, communication process, formal selection and hiring procedures, informal 
social interactions and risk management of OHS. HRM practices negatively asso-
ciated with farm performance include training and career development.
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The most convincing argument of the positive impact of performance reviews 
is the setting of farm objectives and reviewing of employee’s performance against 
those goals. The performance reviews tends to hold employees accountable for 
increased financial outcome. If an employee’s performance remains below target 
after the review, other employees and owner-managers tend to put pressure on 
the poor performer to be more productive [33]. This is how performance reviews 
were conducted in the farming industry to motivate under-performing employees. 
Another argument is that a performance review may influence employees’ compe-
tence, especially the upgrading of their technical skills. In addition, performance 
reviews could be seen as opportunities for employees to evaluate the gap between 
their current and expected skills, and to fill that gap [28]. This argument indicates 
that performance reviews are likely to enhance the technical skills of farm work-
ers, for example, by enabling them to measure somatic cell counts, diagnose infec-
tious diseases etc., and as a result, this practice would help improve herd health, in 
turn, increase financial performance.

Positive impact of open communication on farm performance is expected as 
open communication between employer and employees provides an environment 
to share critical information about farm tasks. Open communication helps employ-
ers to give feedback to improve employees’ individual performance, which may 
contribute to the increased financial performance [39]. Prior studies also suggest 
that the information sharing through communication improves sales and firm 
profitability [39]. Furthermore, open communication tends to harness employ-
ees’ sense of belonging and of being valued by farms, which could lead to greater 
employee motivation [30]. The motivated employees are more likely to perform 
their jobs in an efficient way in order to achieve farm goals. As a result, this would 
lead to better financial outcome.

The positive farm performance effects of risk management of OH&S are 
legitimate if farmers realise the negative outcomes caused by the lack of safety 
practices. It could be argued that the absence of OH&S practices would some-
times disrupt farm operations because of workplace accidents and injuries to key 
employees [20]. The accidents are also likely to trigger a vicious cycle that could 
drastically affect performance. Farmworkers suffering injuries from accidents 
at their workplace could demand extra compensation for medical expenses and 
health insurance [20]. In addition, farm accidents often occur because of ineffec-
tive OH&S practices, as a result, likely attract penalties from the government’s 
compliance authorities [19]. Therefore, it appears that dairy farmers in the current 
study seriously considered their risk management of OH&S in order to achieve 
better farm performance.

The implementation of OH&S practices may also reduce the psychological 
hazards in dairy farming. The lack of OH&S practices can increase psychologi-
cal hazards such as stress, fatigue, bullying, loneliness, and, sometimes conflicts 
arise from social interactions between the workers [29]. These hazards could 
be minimised by related OH&S practices including psychological counselling, 
paid holidays, utilizing family-friendly practices and creating opportunities for 
social interaction. Perhaps, informal social interaction could be the starting point 
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to overcome psychological hazards, which would positively affect dairy farm 
performance.

This point was confirmed by the findings of the current research, which showed 
that informal social interaction improved herd health. Earlier studies suggest 
that social interaction by inviting employees for picnics, holiday dinners, pizza 
lunches, celebrations on special occasions, and counselling in personal matters 
play an important role in motivating employees in livestock farming [29]. It is pro-
jected that motivated employees are likely to become good carers for herd health. 
Furthermore, a positive social environment and informal culture helps facilitate the 
free flow of information and knowledge, create a sense of attachment, and build 
synergistic working relationships among employees, all of which would foster 
organisational learning and employee competency [28]. Subsequently, competent 
employees help improve production efficiency, while motivated employees tend 
to increase their personal interest towards their tasks. Farm hands with extensive 
social interaction might be the very type of workers who are able to diagnose 
the diseases more vigilantly; in turn, this may help improve herd health in dairy 
farming.

The results from the current study also found HRM practices negatively related 
to dairy farm performance. For instance, the negative effect of training on finan-
cial outcomes might be largely related to the nature of running small firms such as 
Australian dairy farms. Small firms often consider training as being of relatively 
limited relevance because of the high costs and time investment associated with 
this process [24, 40]. The argument is that training processes are likely to reduce 
financial outcomes as they are often treated as a cost item in the firm’s balance 
sheet. Resource-limited and cost-conscious small firms such as Australian dairy 
farms tend to choose informal “hands-on” training practices, rather than lengthy 
training process.

Similar to the negative performance-effects of training, emphasis on employee 
career development opportunities may have negative effects on herd health. It 
could be argued that the farmworkers with alternative career opportunities were 
more likely to demand higher wages and extra on-farm benefits [33]. In such situ-
ations, if employees’ demands were not considered, it might lead to low employee 
satisfaction and poor job performance, such as ignoring potential herd health 
issues. These issues, therefore, could be more likely to have negative effects on 
herd health.

We also found that formal hiring procedures, though positively related to herd 
health, but negatively related to financial outcome. There are two main reasons 
behind this intriguing finding. First, the farm managers may often not be willing 
to invest adequate time in the hiring process or they tended to undertake hiring 
without sufficient preparation [19]. Second, the farmers generally lack the skills 
required for an effective hiring process [33]. The inadequacies coupled with the 
time pressure to hire employees immediately forced farmers to forego and short-
change the process [29]. These reasons, though justified by farmers, may induce 
a greater risk of hiring unsuitable employees without the required skillsets [19]. 
Subsequently, the new employees may have inadequate technical skills to improve 
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farm performance. Employees without the proper skills would also likely quit their 
jobs leading to increased turnover costs, and lowering the financial performance 
[41]. These arguments may explain why the hiring procedures identified in the 
current study are negatively associated with financial outcome.

These findings do not imply that dairy farmers should not adopt recruitment 
and selection procedures. Interestingly, the formal and validated selection and hir-
ing practices identified in the current study have positive impact on improving 
herd health, if implemented properly without time pressure. With sufficient prepa-
ration, and by a thorough review of job applications and selection criteria, dairy 
farmers could hire people with required skills. In addition, a new employee hired 
through such practices tend to take extra care of diseases like mastitis or lame-
ness in the cows, which leads to lower rates of diseases, and the result is better 
herd health. Therefore, as illustrated in the current study, recruitment and selection 
practices, if implemented effectively, may have positive effects on herd health in 
dairy farming.

The most interesting results of the current study are those related to business 
strategies, taken as contextual variables, which were found to significantly affect 
dairy farm performance, both positively and negatively. For example, “quality-
focused business strategy” can, in fact, lower financial outcome, though with a 
weak effect (p < 0.1). It is perhaps obvious that firms with a focus on the enhance-
ment of product quality tend to invest heavily in the continuous training and 
development of their employees [42]. The increase in training, however, may help 
improve product quality, but it is likely to incur extra costs that, in turn, may affect 
the farm’s financial return on investment.

In contrast, “quality-focussed business strategy” significantly improve herd 
health (p < 0.01) by 19 per cent. This is because farms with a quality-focussed 
strategy would have emphasised employees’ training and development so as to 
have sufficient knowledge and skills for better herd care, leading to improved herd 
health. Schuler and Jackson argued that the quality-enhancement strategy with 
focus on training and development typically involved greater employee commit-
ment and utilisation [14]. Sanz-Valee et al. also suggested that firms focusing on 
employee training would stimulate employee co-operation and obtain continuous 
improvement in quality [42]. Greater employee co-operation and commitment 
leads to positive role behaviours such as low absenteeism, in turn, may better take 
care of herd health in dairy farming.

Also, the “innovation technology strategy” in the dairy farming creates a posi-
tive influence on herd health. Innovative technology has been rapidly applied in 
the farming industry [43, 44]. Australian dairy farmers have also adopted vari-
ous innovative technologies in the field of herd health, genetics, and feeding, 
which tend to improve their farm performance via increase milk production [45]. 
Furthermore, dairy farms following the innovation technology strategy are likely 
to achieve positive performance via selection of highly skilled employees, focus-
sing on training, and performance management for long-term goals [14]. The 
constant adaptation to new technology is more likely to encourage employees to 
broaden their skillsets by taking risks and responsibilities, which may enhance 
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employee work morale and commitment [14, 46]. In the context of dairy farm-
ing, such behavioural outcomes would have positive influence on improving herd 
health.

Finally, “people management strategy” was found to be most important in dairy 
farming. The concern of people management in business strategy might be due to 
the growing importance of paid employees along with family workers after recent 
structural changes in the dairy industry. Indeed, human resources should not be 
considered as a cost but as a critical source for achieving a firm’s competitive 
advantage [47]. The argument determines that the effective management of peo-
ple via a set of HRM practices works in favour of achieving farm performance 
[48]. So, it is clear from the findings of the current study that farm business strate-
gies related to product quality, innovative technology adoption and people man-
agement, if implemented appropriately, were more likely to improve dairy farm 
performance.

5  Conclusions

This study expands the existing literature related to the impact of a synergistic 
set of HRM practices on dairy farm performance. Our purpose was to determine 
whether strategic HRM practices adopted by dairy farmers would affect their farm 
performance. The results empirically reaffirm an HRM-performance link. There 
exists an underlying relationship between HRM practice and performance, despite 
dairy farmers may choose different yet relevant set of HRM practices.

HRM practices, such as OH&S, performance reviews, communication pro-
cess, informal social interactions, validated selection and hiring procedures was 
found to have a positive effect on farm performance, although, these HRM prac-
tices must be integrated to create positive effects and produce a greater source of 
competitive advantage [49, 50]. The empirical evidence also indicates that not all 
of the HRM practices (e.g. training and career development) are relevant in terms 
of improving farm performance, especially if dairy farms are operating in small 
scale. Strategically, it is reasonable for small businesses in the dairy farming to 
choose and adopt some HRM practices and to reject others in order to improve 
farm performance [51].

The findings of the current study have practical implications for dairy farmers. 
First, dairy farmers would now have a good understanding of the extent to which 
they have adopted HRM practices, and whether or which of these HRM prac-
tices are effective in improving both farm financial outcomes and herd health. For 
example, the dairy farmers are made aware of the importance of OH&S practices 
to reduce the risks of farm accidents and injuries, because such practices improve 
financial outcome by decreasing compensation costs related to medical and health 
insurance. Second, this study illustrated the importance of focusing on farm busi-
ness strategies, when implementing relevant HRM practices. There were differ-
ent effects of implementing different farm business strategies to achieve desirable 
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farm performance with reference to financial outcomes and herd health. Dairy 
farmers need to choose appropriate business strategies and adopt specific HRM 
practices according to their particular environment and business settings.
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Abstract The academic literature widely acknowledges changes and variation in 
the practices of small firms but only a small amount of empirical work has explored 
the processes through which HRM practices undergo change. Research has tended, 
instead, to examine the presence and effectiveness of HRM in small firms and has 
often viewed this in terms of a deficit model relating such practices to an under-
standing of HRM derived from larger firms. This chapter focuses on the recruit-
ment and selection and staff payment practices in use in three small services firms 
to explore the everyday, ongoing detail of their HRM processes and practices. 
Identifying the different processes through which recruitment and selection and 
staff payment practices changed in the participant firms provides a base for discuss-
ing persistent forms of informality and the lack of stability that reflects the everyday 
realities of the firms, not only in contrast to their formalized policies but in engage-
ment with them. This chapter advances understanding of selected HRM practices in 
small services firms after periods of formalization and adoption of HRM policies 
and practices. The chapter also discusses how developing knowledge of small firms’ 
HRM practices in this way has implications for researchers and practitioners.

1  Introduction

Small firms are frequently more informal and ad hoc than their larger counterparts, 
subject to turbulent internal and external environments in which they encounter 
complex, interacting forces influencing their operation such as employees, clients 
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and markets [1–3]. As small firms grow it has been argued that they introduce 
greater degrees of formality, for example in terms of more sophisticated Human 
Resource Management (HRM) policies and practices [4].

However, there are relatively few detailed studies considering the processes of 
how this HRM is adopted and may itself be subject to change as firms respond 
to turbulent operating contexts. This represents an important gap in research con-
cerning the nature of HRM activities in small firms because static snapshots of 
these policies and practices may misrepresent, for example, the degree of ongoing 
change and lack of stability in their adoption, implementation and maintenance. 
Drawing on an 18 month case study of three small firms this chapter focuses on 
the firms’ recruitment and selection and staff payment practices to explore these 
issues in detail. In doing so, we seek to develop understanding of small firms 
HRM practices and offer a broad characterization of changes in these practices in 
relation to persistent forms of informality relating to environmental turbulence, 
employment relationships and owner manager prerogative.

2  Literature Review

2.1  HRM in SMEs

One of the central themes of research into small firms’ people management activi-
ties is acknowledging the heterogeneity of this group of organizations. The diver-
sity of firms that may be gathered under the ‘SME’ banner underpins frequently 
identified definitional difficulties [5] but also raises problems when seeking to 
compare firms’ practices. A medium sized firm of 240 people is likely to differ sig-
nificantly from a small firm with 24 employees. The influence of owner managers, 
business objectives, stage of organizational development and the nature of work 
undertaken in organizations have all been discussed as ways in which organiza-
tions may differ in how they approach HRM. In particular, the often related con-
siderations of owner manager influence and organizational objectives demonstrate 
how simple assumptions around management control and profit maximization may 
not apply to all, or even a majority, of small firms. When discussing SMEs or, as 
in our focus, small firms with fewer than 50 employees, it might not be possible 
to identify every way in which firms differ but it remains important to understand 
which differences may be more or less important and therefore whether certain 
firms may in fact be comparable.

Furthermore, there is a risk in discussing ‘HRM’ in the broad SME literature that 
it is considered from a deficit position; it identifies what small firms are not doing 
or have not got in place when compared against a formal set of ‘HRM’ practices 
and policies. This is at odds with more general conceptualizations of small firms 
which recognize that comparisons between small firms and their larger counterparts 
do not represent the best way to understand these firms [6, 7]. Adapting concep-
tualizations of HRM processes from the large firm literature is an implicit way of 
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holding the same comparison. Where existing studies often focus on debating the 
presence of HRM in smaller firms (for example, [7]), we suggest that the debate 
should be less about whether or not some form of HRM exists in small firms but 
more about what functions it performs and how or when it is utilized. For example, 
such studies of HRM practices could focus on why they are there, how they work, 
how they reflect or protect particular interests and at what cost or benefits.

In attempting to understand the dynamics of HRM practices it is important to 
acknowledge that small firms may not only differ from one another but also dif-
fer from larger firms in several important ways [8, 9] that may significantly alter 
how such practices are adopted and put into use over time. For example, the 
development, or emergence, of HRM practices and routines is subject to varying 
degrees of influence from external environmental factors. Rainnie’s [10] typology 
of relationships between small firms and their larger counterparts emphasizes the 
vulnerability of some small firms and the implications this could have for their 
employment practices. The potential vulnerability of small firms to competitors 
and in particular to their clients’ demands might be explained, in some instances, 
by their relative ‘resource poverty’ [6, 11] which leaves them unable to absorb 
shocks from the market. However the nature of client influence in any given 
instance is known to vary [12–14]. So, while clients are acknowledged as playing 
a potentially important role in shaping small firms’ HRM practices, the varying 
nature and extent of any influence makes their impact hard to generalize.

Small firms, further, are potentially less likely to have collective bargain-
ing or trade unions [15], they lack internal labor markets [16] and tend to have 
more centralized decision making [17]. Management practices in small firms are 
acknowledged to be less formal and less strategic than those found in larger busi-
nesses [18]. Their cultures are shaped, at least initially, by owners whose goals and 
desires are communicated directly to employees in a context of close spatial and 
social proximity [19, 20], which also fosters informal relationships and working 
practices that are generally flexible and quick to change and adapt [21, 22].

The owner managers of small firms are traditionally acknowledged to exert 
influence over the practices in use [20, 23]. However such influence can be tem-
pered by the assertion of employee interests; employees are not passive recipients 
of owner manager control. The presence of family or social ties in a workplace [24] 
and the relative importance of an employee’s role to the business operation [25] 
can shape the employment relationship. As a result, HRM within small firms can 
become a product of informal negotiations and mutual adjustment between own-
ers and workers [26, 27], creating more complex and subtle relationships than are 
commonly recognized in assumptions of owner manager dominance [28, 29].

Whilst such differences are a matter of degree and not kind (see page 238 in  
[30]), this relative informality [3, 31] can be clearly seen in respect of HRM 
 activities [18, 32], for example relying on an owner manager’s personal networks 
for staff recruitment, informal evaluation of training needs and pay setting pro-
cesses [33]. Verreynne et al. (page 406 in [34]) argue that the “scarcity of resources 
drives diversified and divergent employment systems” in small firms, especially 
in their early stages of development. Within such a context, HRM practices are 
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considered to evolve such that ad hoc practices become informal routines for 
addressing various organizational challenges [35] and there is a general expectation 
that formality in HRM practices will increase as businesses grow [32, 36], enhanc-
ing their competitive advantage [37]. Such formalization has been widely related to 
business growth and a sense of maturation [38].

HRM practices in small firms can be seen as products of not just single, iso-
lated factors but also interactions between multiple influences. There is a need to 
understand HRM practices in small firms as they develop over time, understand-
ing these everyday, ongoing processes in their own right rather than how they are 
deficient in relation to larger firms. The impact of these interactions and ongoing 
processes can be explored in relation to two aspects of HRM practice that are nec-
essary to any commercial firm: recruitment and selection and staff payment.

2.2  Recruitment and Selection and Staff Payment

Recruitment and selection is an area identified as problematic for many small 
firms because, while an owner manager may reserve the right to select who they 
wish, they might not be able to attract the very best workers in a given field [39] 
or find sufficient employees with the requisite level of skills [40, 41]. The reasons 
for such problems vary but may include the levels of pay on offer [24], the state of 
the labor market and the lower levels of perceived legitimacy for smaller firms as 
employers [42].

In response to such difficulties small firms may reject such formal ‘sophistication’ 
[7, 43] and focus on tried and tested methods to maximize information on applicants 
before making a selection decision [11, 19]. Techniques include taking advantage of 
competitors or other firms making redundancies [44, 45], exploiting networks [46], 
staff recommendations [40], employment agencies [40, 44], advertising [47] and word 
of mouth [11]. The nature of recruitment and selection practices might therefore be 
described as often informal and reflecting the wishes of an owner manager but moder-
ated by the position occupied by some smaller firms within the wider labor market. 
Whilst there is an assumption in the literature that such practices become more formal 
as firms grow [38], not enough is known about the ways in which such formalized 
practices change in response to other pressures or during shorter time frames.

Pay arrangements in small firms may also be characterised by their informal-
ity and the degree of discretion accorded to the employer within the context of 
external influences [48, 49]. Within this employer dominated context there may 
be scope for employee consultation but it is not always apparent how far these 
employee views influence salary levels [27, 50, 51]. The primary importance of 
owner managers in setting basic pay levels is also apparent in relation to contin-
gent rewards, where bonus payments represent another area of management dis-
cretion [48]. More generally, however, contingent forms of employee reward are 
relatively uncommon in smaller firms [52, 53] not least because of difficulties 
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associated with their adoption [11]. The degree of owner manager discretion asso-
ciated with pay practices in small firms suggests that they can be changed if the 
owner wishes.

Both recruitment and selection and staff payment can be seen as potentially 
subject to change, albeit driven by different blends of influences in the firms’ envi-
ronments. The relative informality of practices in use and complex interactions of 
influences shaping HRM practices in small firms can result in an appearance of 
adhocracy [27] regarding employment matters, although the ad hoc nature of these 
practices may reduce through routinization [35] or through formalization as firms 
grow [36, 38]. What the existing literature does not currently explore to any great 
extent are the processes of how changes in formalized HRM practices occur. In 
other words, existing knowledge highlights that change occurs and indicates the 
factors that may serve to bring this about [53, 54] but there is little insight on how 
these changes operate, how the practices in small firms are formed and reformed 
over time [49]. This chapter presents and discusses findings on the processes and 
experiences of changes in recruitment and selection and staff payment practices at 
three relatively formal small firms.

2.3  Small Professional Service Firms

Professional service firms are interesting for HRM research because highly 
skilled, specialist employees are integral to service transactions [55] and part of 
the interface with clients [56]. They are therefore relied upon to generate income 
[57] by creating bespoke, intangible solutions to complex client problems [page 
610 in [58]. How such relatively autonomous employees [59] are managed there-
fore impacts greatly upon business outcomes [60].

Unlike their counterparts in less skilled small firms, specialist workers in small 
professional service firms are likely to have a potentially stronger bargaining posi-
tion in shaping their employment relationships [61]. Their employers may there-
fore be required to manage these valuable resources in different ways from lower 
skilled and more abundant workers [62–64]. HRM practices can be used to moder-
ate the relationship between these organizations and their workforces [65, 66] and 
more formal practices have been identified in specialist small firms than the some-
what informal and ‘unsophisticated’ picture presented elsewhere [43, 67].

They therefore represent a useful type of small organization to explore the 
enactment and utilization of formal HRM practices over time. Research exploring 
the relative informality of smaller firms, together with the particular type of influ-
ence held by specialist workers, has the potential to produce different insights into 
the adoption and development of HRM in practice. However, the development of 
working practices and HRM in small professional service firms and other small, 
knowledge intensive organizations remains relatively under researched, despite 
their importance for many economies [30].
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3  Method

This research set out to explore in detail the employment relationships and HRM 
activities of three small professional service firms. We adopted a multiple case 
study strategy [68] with the data collection concentrated into two main phases, 
approximately 18 months apart and covering up to three weeks at each organi-
zation. Contact was maintained with the firms between the main data collection 
phases. In addition to meetings with management, email and telephone interac-
tions with employees helped to maintain relationships and deepen knowledge of 
practices and general workings of the companies. Incorporating a longitudinal 
component [48, 53] into the research design was important to identifying any 
changes in practice occurring.

3.1  The Firms

For this study businesses were selected with fewer than 49 employees and fall-
ing within Morris and Empson’s [page 610 in 58] broad definition of a profes-
sional service firm as one “that trades mainly on the knowledge of its human 
capital, that is its employees and the producer-owners, to develop and deliver 
intangible solutions to client problems…the products of the PSFs are gener-
ally more complex [in comparison with other service companies] and, crucially, 
can be bundled in a variety of ways to customize solutions to the client’s spe-
cific circumstances.” Two of the participating businesses were specialist recruit-
ment companies and the third was a design and communications company in 
which one of the founding directors was Chartered Institute of Personnel and 
Development (the UK’s professional body for HR practitioners) trained and 
qualified giving these firms greater formal HRM knowledge than is often associ-
ated with small firms [69].

The firms were accessed through personal networking among business con-
tacts [25, 28] and targeted mailings. These approaches proved effective in over-
coming the problems often associated with accessing small firms for research 
purposes [70]. These three firms were identified as having relatively formal HRM 
policies and practices, from some perspectives to have ‘formalized’ [4]. Initially 
the recruitment businesses (FinRec and SciRec), which might be viewed as hav-
ing business processes amenable to standardization, were complemented by two 
design and communications businesses, which might be anticipated to be more 
focused on innovation and non-standardized approaches to their work. However 
during the research period one of the design and communications firms out grew 
the business selection criteria and so is not presented here.

The businesses are identified by the pseudonyms FinRec, SciRec and ComCo 
and can be described as follows.
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3.1.1  FinRec

FinRec Limited specializes in the recruitment of permanent staff to leading players 
in the financial services and consumer credit industries. The precise nature of the 
service provided by FinRec depends on client requirements but can involve recruit-
ment of individuals for replacement purposes or managing a project to recruit an 
entire team. When this research commenced, the business had been established 
for around 10 years. It was founded by the managing director, Graham, who had 
worked in retail finance prior to establishing FinRec.

During the research period the business employed between 12 and 16 staff, 
the majority of whom were consultants providing recruitment services to clients. 
Other staff roles included Sally, the operations manager, and some administrative 
support. Employees came from a variety of backgrounds including a former HR 
manager and university graduates as well as people with relevant work experience 
but without higher education qualifications.

3.1.2  SciRec

SciRec Limited is a contracted supplier of specialist recruitment services to scientific 
businesses. Additional, related services are offered such as psychometric testing and 
interview training. Tim, the owner manager, had spent his career working in the phar-
maceutical industry fulfilling a similar role to that served by SciRec. The business 
had been operating for four years when this study started.

At the time of the initial fieldwork SciRec employed an operations manager, two 
recruitment consultants focusing on technical and non-technical roles respectively, 
and two administrators. One of the administrators was on a fixed term contract and 
was the only member of staff without some recruiting responsibilities. During the 
second fieldwork phase five people were working for the company, however these 
were different from those employed in phase one. There was a recruitment manager 
(Chris) who fulfilled a very similar role to the one previously performed by the opera-
tions manager, a generalist recruiter who covered all non-scientific vacancies (Carly) 
and two scientific recruiters. One of these recruiters had a specific business develop-
ment remit. One scientific consultant (Bethan) and the business development consult-
ant were on initial fixed term contracts so that their abilities could be assessed before 
permanent appointments were made. The organization also employed an administra-
tor. Consultants and management staff were mostly graduates.

3.1.3  ComCo

Finally, ComCo is a design and communications consultancy offering public rela-
tions, strategic marketing, design and internal communications services. ComCo 
was in its third year of trading full time when the research started, although the 
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company had been established for five years as the directors prepared to leave 
their respective employers. Three founding directors each owned shares in the 
business with two of them, Fred and John, each holding 35 % of the business. The 
remaining 30 % stake was evenly divided between the third founder and a long-
time associate (Alan) who joined ComCo as a director.

Although originally serving local authorities and small businesses, ComCo 
focused increasingly on multinational companies with some success. The chang-
ing nature of its business had implications for ComCo’s structure and there was 
some staff turnover including John who left following disputes over the business’ 
direction. Along with some staff turnover, headcount at ComCo increased from 14 
to 20 during the study divided across the core of PR/communications team and 
smaller teams for marketing and graphic design. The growth in staff numbers was 
accounted for by growth in the marketing and design functions.

3.1.4  Data Collection

Data gathering in the three companies included direct observations (348 h), 
semi structured interviews (35) and reviewing company documentation (600 
pages). The observations were used to gather data around employment relation-
ships and the practices of managing employment relationships in each firm, 
beyond the formal and partial picture presented in written company HRM poli-
cies [52]. Drawing on such observations not only facilitated understanding of the 
research environment but also stimulated further questions and provided com-
mon ground to refer to in the semi structured research interviews with staff. One 
example of this was using observations on an incentive game at FinRec as a way 
into discussing performance management and targets with company employees. 
Additionally, this approach gave some scope to explore the potential for pol-
icy/practice tensions and contradictions that can be overlooked, for example in 
 survey research.

Semi structured interviews were used to balance consistency across inter-
views while allowing some scope for discovering any informal or idiosyncratic 
approaches to HRM issues. The interviews, typically lasting 60 min, covered top-
ics including how staff were hired and payment practices in the firm with a view to 
understanding the employment practices in each company. Care was taken to inter-
view people who might be able to provide insight on specific topics, for example 
speaking to new starters who could talk about their experiences of recruitment and 
selection and staff induction.

Interviews were recorded with the permission of the interviewee and tran-
scribed for analysis. Originally it was intended that interviewees from phase one 
would be re interviewed in phase two of the data collection however staff turnover, 
absences and the available research access limited the possibilities for such follow 
up interviews. Nevertheless, there were still sufficient opportunities to discover 
which practices were in use at different times of the study. Further, the high degree 
of change within the firms became a core area of focus within the study.
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Informal discussions provided another means of data collection and were par-
ticularly important in FinRec during phase two because the owner manager was 
unwilling to release staff for further formal interviews. In addition to the single 
semi structured interview that was possible, staff were happy to discuss the com-
pany and their roles over lunch breaks and during quiet periods of work time. 
Notes from such interactions were written up immediately after the conversations 
to capture the details and then incorporated into the dataset for each business.

The observations and interviews were further bolstered by company docu-
ments. Initial discussions with the case study firms confirmed that, consistent with 
other SME research [15, 71, 72] and the training of those within the companies, 
each had some formal people management policies so documents including HRM 
policies, internal memos and business plans were gathered where available.

3.1.5  Data Analysis

Data analysis was guided by Miles and Huberman’s [73, 74] procedures for quali-
tative data analysis because these sourcebooks set out approaches to enable thor-
ough and systematic analysis of qualitative data. Throughout the data collection 
phases the observation, interview and documentary data gathered were read and 
considered against existing data from this study and extant literature to stimulate 
thought and highlight shortfalls in the data collected up to that point [74]. Further 
analysis was conducted at the end of the data collection phase via systematically 
applying pre-defined codes to interview transcripts, observation records and com-
pany documents to identify HRM practices in use.

Developing pre-defined codes, informed by the fieldwork, was driven by a 
need to order the data. The codes were designed to identify HRM practices around 
recruitment and selection, training and development, performance management, 
salary/pay, appraisal and staff exit, broadly following descriptions of HRM found 
in the work of Galbraith and Nathanson [75] and Devanna et al. [76] among oth-
ers. Practices conforming to rigid definitions of HRM practices may not be found 
in smaller firms [7] so in this study the codes were interpreted broadly but con-
sistently to permit comparison of practices in use. Coding was conducted by this 
chapter’s first author while the codes and coding were checked independently for 
meaning and consistency by the chapter’s coauthors.

3.2  Findings

While the literature suggests that some small firms’ turbulent environments and infor-
mal practices will give rise to changes, it is the processes of how changes occurred 
that are of specific interest to this chapter. While our research explored a broad spec-
trum of HRM practices and areas of the employment relationship in the firms, two 
areas of HRM activity (recruitment and selection  and staff payment) have been 
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selected to provide sufficient scope for exploring the practices in use, rather than cover 
a wider range of practices in less depth. These findings therefore present examples of 
the ongoing, everyday changes within the formal HRM practices in the three firms.

One of the first things noticeable about the HRM practices found within these 
firms is that they are relatively sophisticated compared to what might be antici-
pated from many small firms [11, 45, 51]. For instance in recruitment and selec-
tion, SciRec and FinRec report the use of some psychometric testing for staff 
selection or multiple stages of selection. While ComCo also adopted systematic 
and structured approaches to staff recruitment and selection and utilized head 
hunters to target suitable talent for the business. The firms, as providing profes-
sional services, might perceive a need to deploy relatively sophisticated HRM 
practices given the importance of staff to their businesses’ success [61]. Clearly, 
the complexity of recruitment and selection practices in the companies can be 
understood in terms of their business specialism (FinRec and SciRec) or training 
of an owner (John at ComCo). The owner managers’ backgrounds, coming from 
large organizations with management practices that they imported into their own 
businesses, might also explain something of the apparent sophistication of prac-
tices in the firms. It might also lend weight to our impression that the formal poli-
cies were implemented sincerely to shape business practice rather than simply as 
‘window dressing’ for clients’ benefit [77]. Another area of similarity between the 
firms, but one in which they were also more typical of small firms generally, was 
in the changing nature of their practices.

Where staff payment practices were concerned, in all three firms pay rates 
were determined to varying degrees at the discretion of the owner manager or 
management team, consistent with what might be anticipated from extant litera-
ture. Nevertheless, FinRec and SciRec offer evidence of performance related pay 
schemes, which may be considered unusual in the context of small firms [11, 21]. 
The approach of ComCo to staff payment was interesting in its own way so far as 
it appeared closely tied to the company’s development towards working with blue 
chip clients.

During the 18 months covered by this study, each of the firms displayed changes 
in their formal recruitment and selection and staff payment practices. We present 
and discuss these findings in terms of the three key themes that emerged in our anal-
ysis of the change processes relating to HRM practices: enduring, adaptive change 
in response to external operating environments, fluctuating, continuous change and 
short term periods of trial and error. In presenting these three themes our aim is not 
to categorize types of change in small firms’ HRM practices but to seek to charac-
terize the different processes through which such changes come about.

3.2.1  Enduring Adaptation

Enduring changes, in so far as can be identified from this study, emerged in 
ComCo’s recruitment and selection and payment practices through adaptive 
responses to external pressures and became established features of its approach to 
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HRM. These changes were initiated during the first phase of onsite research which 
founding owner manager John described with an emphasis on cost control regard-
ing staff salaries:

In taking people on it’s always about, you know, the balance of risk and reward. You 
know, you’re committed to pay them a certain amount of money which puts pressure on 
the business to earn more money.

Such concerns over employment costs were balanced by a need for salary levels to 
retain good staff in a competitive client and labor market:

When we get them, people, to the level we’d like, we are paying them above [the aver-
age]. This is a business [industry sector] where people move around a lot. We want to 
keep people because they, because it’s such a relationship based business, if you were to 
lose them you are in danger of losing the client because the client likes to see that person. 
(John)

However 18 months later the business had undergone significant changes, reflected 
in ComCo’s approach to staff payment. Tensions arising in the business had 
reached a breaking point. John had left the business in a disagreement over the 
direction it was taking and the demands this placed on his work life balance, and 
his original business partner Fred had become the managing director. Although 
company director Alan coyly described this process as being “as amicable as it 
could be”, others, including Fred himself, acknowledged that John’s exit had been 
a strained process. Following John’s departure the original caution regarding wage 
costs had disappeared in the moves to employ staff with greater experience who 
were better able to meet the needs of ComCo’s new clients and who could work 
independently of the management team. Fred explained that the change in focus 
had increased the wage bill by around 25 % but he asserted that the relatively high 
fees earned from large clients justified the increased costs. Thus, the approach to 
pay was largely dictated by the bargaining power of employees trusted by external 
clients who were in turn supported by what were perceived by Fred as the pres-
sures of the external labor market.

At FinRec, consultant grade staff received a basic salary plus commission on rev-
enue earned above an accepted threshold. The threshold varied with staff grade so 
senior employees with higher basic salaries had to generate more money than jun-
ior staff before they started to earn commission. FinRec operations were designed 
to deliver certain levels of financial returns to managing director Graham and, in 
addition to influencing recruitment and selection activities, this also shaped contin-
gent pay arrangements. During one of several conversations with the researchers 
between the main onsite research phases, Graham and Operations Manager Sally 
explained how two of FinRec’s major clients froze their recruitment budgets when 
experiencing a downturn in trade. In response, FinRec rapidly made three redundan-
cies and raised the commission threshold to keep the business on track for Graham’s 
financial targets. For the majority of consultants this meant having to earn the busi-
ness an additional 12 % of revenue before they received any commission.

Although this change in pay arrangements appeared significant, staff 
were already accustomed to their targets being raised. In relation to a further 
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target change, the staff seemed resigned to accept Graham’s authority to alter 
 commission without consultation: “at the end of the day, he’s the boss that means 
what he says goes.” (Mary, Consultant) and “You had your moan and that was it. 
Well, it’s gotta be done so, I think everybody had their [grumbles] but there’s noth-
ing we could do about it” (Lorraine, Consultant). Even as the clients started spend-
ing again, however, the changes remained in place. For the staff at FinRec, the 
changes in pay arrangements were seen as part of normal business and Graham’s 
prerogative.

In some respects adaptations such as these might be viewed as the successful 
(if somewhat opportunistic) improvizations or trials, those sustainable responses 
to shifts in firms’ operating environments. Certainly both organizations changed 
in response to client related issues but the changes can also be seen as consist-
ent with the respective organizational strategies and power within each business 
consolidated in the owner manager’s prerogative. ComCo wanted to attract and 
employ staff able to serve the new client base it was winning, and FinRec needed 
to keep delivering returns for Graham. The changes and, importantly, maintaining 
them can be seen as high priorities of those running the firms. Moreover, perhaps 
reflecting this priority status, there was management resolve to see these changes 
succeed. These appear close to a fairly strategic approach to HRM activities but 
were not representative of all practices in these firms.

3.2.2  Fluctuating Practices

Evidence from SciRec suggested that, despite possessing sophisticated procedures 
for recruitment and selection and using them at various times, practice in this area 
shifted without discernible rationale. Although owner manager Tim explained the 
almost continual change as resulting from business pressures, staff hired at dif-
ferent times when such pressures were absent still reported various approaches to 
their recruitment and selection experiences.

Despite possessing the most seemingly sophisticated selection tools of all the 
companies studied, Tim described how formal employee selection processes had 
been relaxed during a period of high client demand. One specific consequence, 
attributed by Tim to this relaxation, was a consultant being appointed who was 
unsuitable for the firm and, as a result, Tim resolved to use the battery of tests and 
techniques available:

So after that we said “OK, we’re going to put them through a process” so we now put 
everyone through at least [psychometric test] plus at least two interviews, possibly a pres-
entation, they get to talk with the team, you know to have a 10, 15 minute chat with each 
of the team, to try and make sure we get the right people ‘cause we’re saying to our clients 
“You need to put people through a more robust process” and we weren’t, so we need to 
sort of practice what we preach

However employee accounts gathered in phase two revealed that practices contin-
ued to alter, even outside busy periods cited by Tim as causing the earlier shifts 
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in practice. The consultants described their different selection experiences. Carly 
described her experience:

I came in and spoke to Chris [recruitment manager] for half an hour, then spoke to Tim 
for I suppose about half an hour. The feedback I got from that was that they weren’t sure I 
was confident enough for the position…So I was invited in for a second interview [includ-
ing presentation to the team] to see if I could prove them wrong and, I don’t know, for 
lack of other candidates or whatever, I got the job!

Others explained how, in addition to interviews, they had been placed on a temporary 
contract by way of indefinite trial period. Bethan (consultant):

The first interview was really, Chris gave me an introduction about what SciRec does, and 
what they were looking for. He emphasized the recruitment side and also the sales side 
as well, erm, and then he was generally just sort of asked me questions with regards to 
my personality and I just sort of told him how brilliant I was! The second wasn’t really 
an interview it was just sort of signing a contract, which actually turned out to be a temp 
contract, not a permanent contract…

The fluctuating practices detected at SciRec may indicate that Tim’s sophisticated 
practices were unsuitable for such a small business [47] and may indicate some of the 
problems associated with trying to balance informal and formal processes in a small 
firm [48]. With Tim managing the business on a daily basis it is understandable that he 
may lack the time to implement the formal processes that he used in support of his suc-
cessful Investors in People accreditation and recommends to much larger client organi-
zations. As a result, the informal, ad hoc approach associated with small firms before 
they formalize and adopt HRM policies and practices persisted in SciRec, despite the 
sophisticated tools at their disposal and adopted when circumstances allowed.

The pressure to ‘practice what we preach’ without the resources to do so may 
help explain Tim’s dogged insistence on formal processes even if they are sub-
ject to persistent informality and continual change. Another example of informally 
driven continuing change was found where Tim revised the commission structure 
several times within the previous 12 months. Tim was attempting something many 
small firms struggle with, designing an effective performance related pay system 
[11]. A desire to establish a complex reward structure while seeming to lack the 
necessary knowhow may underlie the ongoing adjustments to consultants’ com-
mission arrangements. Tim’s actions created an impression of ad hoc or almost 
improvized approaches to these areas of practice. Closer consideration identified 
a frustration at the disparity between his desire for consistent, sophisticated formal 
practices and his ability to realize them in everyday practice.

Such continual change, without apparent pattern, may be characterized as fluc-
tuating and this form of change was often attributed to external pressures, demands 
or opportunities. For example, a firm may adopt a practice dictated by a large cli-
ent which does not become an embedded practice but, rather, is soon discarded or 
ignored. Owner manager centrality in the firms was such that, despite high degrees 
of formality, informal, ad hoc decision making persisted in response to pressures, 
irrespective of written HRM policies. They also suggest that, with such continual 
changes, the prospects for gradual routinization of practices are low.
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3.2.3  Short Term Trial and Error

At FinRec, despite some enduring, adaptive changes, influential forms of informality 
also persisted in altering the ongoing, everyday HRM practices. Staff requirements 
were driven by managing director Graham’s budget for the year. Graham calculated 
the required headcount by dividing his financial target by his view of what revenue 
each consultant should generate, as operations manager Sally explained:

We’ve got at the end of the year, erm, a figure that Graham wants to achieve. To ensure 
that we get to that figure we need X amount of people within this business producing. So 
that’s kind, that’s the kind of goal as well. You’ve also got to see and plan for people who 
may leave. It’s not a job whereby you start one week and the next week you’re earning 
[revenue for the company]

FinRec staff were usually selected for employment at the end of a carefully organ-
ized process, features of which were copied from their clients’ business practices. 
As explained by team leader Maggie, often the first contact made by FinRec with 
an applicant was by phone. A brief conversation assessed whether they might be 
suitable for interview, the principal selection tool. Two interviews were held, first 
with the two team managers and then a second round with either Sally (the opera-
tions manager) or Jenny (the managing director’s wife and ad hoc employee).

The selection interviews normally took place on different days and included a 
“branch visit” when the applicant would shadow a consultant for a short period 
by way of job preview. Consultants described how some of them had sat selection 
tests, for example an in tray exercise or a job related personality test. The selection 
process did not end on appointment however, as staff unable to achieve their tar-
gets within the six month probationary period were usually dismissed.

However, employee selection at FinRec did not always occur in this way. Sally 
explained that when a number of consultants had left the business in quick suc-
cession FinRec had insufficient headcount to remain on target for revenue gen-
eration. Graham responded by exerting pressure on Sally to fill these positions 
rapidly, which had implications for the selection processes. Sally compressed both 
personal interviews and the branch visit into one day and lowered the standard of 
applicant appointed. Sally explained how she had acted in order to meet rapidly 
the headcount requirement: “Sometimes you do that, you go into panic mode.”

Having overseen the under performance and dismissal of staff appointed  hastily, 
Sally reflected that FinRec would have to return to a more controlled selection 
approach:

I’m conscious now, we need another three people. I could quite easily have thought last 
week: “They’re borderline these two, let’s just get them in, let’s get them in”. But I’m not 
doing that this time. It might affect revenue but then I think: “Well what’s the point of get-
ting somebody in for a couple of months and then I have to get rid of them?” because it’s 
not fair to them. It’s not fair to us.

Changes brought about by informal pressure from managing director Graham 
to the recruitment and selection practices were introduced reflecting a degree of 
owner manager prerogative but then quickly reversed when the new system led 
to what were perceived as poor selection decisions. Departures from established 



87Exploring Change in Small Firms’ HRM Practices 

practices or routines were short lived as undesired consequences caused a rever-
sion to those established practices even though they were also recognized as 
having some associated costs. Such short lived changes, reverting to established 
practices, may be characterized in relation to persistent informality engaging over 
time with formalized, written policies and associated practices.

At SciRec, Tim’s most recent changes to commission structures came after a 
previously unsuccessful attempt at revising them. On that occasion the consult-
ants in post resisted his new approach for fear of losing money. During the first 
research phase there was an intricate combination of contingent pay arrangements 
in operation at SciRec. Tim described these schemes as a reward and an incen-
tive for filling client vacancies, which earned revenue for the firm. However the 
consultants perceived inequity in the system because, under its complex rules, cer-
tain vacancies attracted commission while other, similar ones did not. Tim’s initial 
attempt to impose changes to the performance related pay schemes was success-
fully opposed by the consultants who argued they would lose hundreds of pounds 
each month under the revised system. As a result, on this occasion, pay arrange-
ments reverted to the previous formal system.

These practices at FinRec and SciRec may highlight the use of ‘trial and error’ 
in adjusting formal practices in small firms. In both instances changes were aborted 
once greater problems emerged than those they were seeking to overcome. Given 
the speed at which the consequences of an often informal, adhocratic decision to 
alter recruitment and selection or staff payment practices occurred, the nature of 
changes to practice represent a lack of stability and strategic direction even though a 
new system may eventually be arrived at. While such enduring changes may, eventu-
ally, result from a period of routinization this process appears turbulent and respon-
sive to informal influences and forms of negotiation and mutual adjustment [24, 27].

For FinRec and SciRec the owner managers often asserted that there was a 
clear understanding of what their businesses needed in order to succeed but that 
there were barriers to succeeding in the changes. Recruiting staff unable to meet 
Graham’s financial goals for the business would represent a failure, as would a 
major revolt by consultants in Tim’s business. In the latter instance the profes-
sional services nature of the companies in this study may heighten the extent to 
which expert employees can assert their wishes in respect of changes to HRM 
practices owing to their importance to the business [66, 67, 78]. In both cases 
many decisions were arrived at informally, through owner manager prerogative or 
ad hoc negotiation with employees, not through the formalized systems and pro-
cesses that the firms would present to external audiences.

4  Conclusion

In this chapter we have suggested that small firm HRM needs to be considered 
as distinct and researched on its own terms, attentive to ongoing, everyday prac-
tices. There is a risk with ‘HRM’ as discussed in the broad SME literature that it is 
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from an inherently deficit position; it identifies what small firms are not doing or 
have not got in place [7]. Adapting conceptualizations of HRM processes from the 
large firm literature is an implicit way of holding an unhelpfully direct comparison 
between these very different kinds of firms. Small firms are different and, as such, 
our research has demonstrated one way in which their approaches to HRM prac-
tices can be understood on their own terms. Where existing studies often focus on 
debating the presence of HRM in smaller firms, we suggest that the debate should 
be less about whether or not some form of HRM exists in small firms but more 
about what functions it performs and how or when it is utilized [7].

While it is known from existing work that changes occur in small firms’ HRM 
practices, our findings suggest something of how those changes come about. The 
changes in recruitment and selection and staff payment practices are consistent 
with notions of HRM in small firms being relatively ad hoc and informal and, 
importantly, our research demonstrates the ways in which such informality persists 
even when formal policies and practices are in place. The persistent informality of 
small firms influences how formality is practiced in the business and contributes to 
a diversity of experiences both between and within firms when it comes to changes 
in those practices.

The findings indicate that owner managers retain a degree of discretion with 
regards to certain HRM activities in their firms, albeit within the constraints of their 
operating context [24, 25, 49]. On this basis it may be possible to speculate that the 
particular balance of discretion and constraints in respect of practices come to shape 
the processes of how change occurs and HRM is enacted. For example, where an 
owner manager, or firm, possesses the discretion to implement changes and faces 
constraints in terms of resources, opposition or knowhow, short term changes to 
practices may occur. In contrast, where the discretion to alter practices is faced by 
no constraints, or constraints that can be readily overcome, enduring adaptation in 
HRM practices may be the result.

In the case of internal resistance and the constraints placed on owner managers 
by staff, this supports the notion of employees as not simply being passive recipi-
ents of owner manager control. Whilst employee influence is likely to be greater, 
more explicit and with more force behind it in professional service firms than 
lower skilled firms, different forms of negotiation and resistance may still limit the 
degree to which HRM practices can be adapted and embedded in the long term. It 
is also important to acknowledge the powerful forces exerting influence from out-
side many small firms, albeit forms of influence owner managers may accede to 
only superficially or in the short term. The forms such tensions and constraints take 
play important roles in the development and practice of HRM within small firms.

The potential for fluctuating, continuously changing formal practices or more 
short term trial and error approaches demonstrates limits on owner manager pre-
rogative as well as something of the ways in which they seek to impose their 
desired forms of management over longer time frames as they seek to adapt HRM 
practices. These processes also suggest a risk of cross sectional studies of small 
firms that may miss these forms of change and the negotiations, constraints and 
tensions they reflect. Instead, such studies might inadvertently present relatively 
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stable, strategic impressions of HRM practice and the ways in with processes 
change with firm size, formalization and in response to particular, rationally 
understood demands or challenges. Importantly, this study suggests forms of per-
sistent informality that continue to influence ongoing, everyday practices after 
firms appear to have formalized and introduced written HRM policies.

Building on work that identifies that change occurs and the factors involved 
in promoting changes to create a picture of ad hoc informality, our findings sug-
gest something of how those changes come about. The processes of how changes 
in recruitment and selection and staff payment practices occurred highlight that, 
while small firms may be largely reactive to their environment and ad hoc and 
informal in their approaches to HRM, the processes underpinning the forming and 
reforming of practices in use can differ when understood over the longer term and 
on an everyday basis. Understanding more about when and why these differences 
occur can advance understanding of HRM in small firms.

It can be suggested that recognizing how small firms’ HRM practices alter in 
different ways may cause practitioners to reflect on the chances of HRM prac-
tices being successfully implemented and developed. The predominantly infor-
mal and ad hoc ways of organizing employment relationships, and other aspects 
of small firms, while not always ideal may suit the degrees of flexibility required 
by a firm’s environment. Opting for particularly formal approaches to employment 
relationships may reduce this flexibility in favor of standardized processes that 
exist in tension with how a business operates. Judging when is the optimal time to 
increase degrees of formality, however, remains a matter of judgment [38] so prac-
titioners should proceed with caution.

Researchers might consider further the differences in how changes to HRM 
practices in small firms occur and more generally question whether the practices 
they find currently in use are relatively stable, part of a broader process of trial 
and error or undergoing other processes of change. In this context, we suggest the 
importance of attending to persistent forms of informality for understanding even 
formalized firms with sophisticated HRM policies and practices. For both practi-
tioners and researchers these initial findings suggest that there is value in deepen-
ing the characterization of small firms’ HRM practices as ad hoc and informal.
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Abstract This chapter focuses on the need of effective practices of human 
resource management in the Family Business. Not so much literature we can 
obtain in this topic, but we have studied the main papers about this topic and we 
have obtained three main conclusions: the need to professionalize human resource 
practices in Family Business, the positive effect between human resource practices 
and firm’s performance, and the differences about human resource practices in 
Family Business and Non-Family Business.

1  Introduction

In recent years, studies in family business (FB) in mainstream academic journals have 
been increasing [1, 2]. It reflects their economic significance in the countries and its 
significant role in employment creation, technological innovation and economic pro-
gress [3–5]. Traditionally, research in FB has focused on planning succession by 
younger generations, professionalizing through corporate governance, trying to dis-
cover how family involvement and interactions can generate unique resources and 
capabilities that contribute to create economic rent [6], or finding what uniqueness 
resources of family business improve the performance of the company [7]. Researches, 
scholars and professionals have been drawn to FB not only by its economic impact, 
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but because some FBs have performance advantages and scholars have tried to explain 
these advantages by several reasons [3]. Recent evidence suggests that FB significantly 
outperform their rivals on assets and sales [8–11] or revenue higher for the first genera-
tion [10] and more firm longevity [12, 13].

To try to explain this situation, researches have used different theories. The main 
theoretical foundations have been based-resource view [14] but agency theory, 
stewardship theory, social exchange theory or even more recently socio-emotional 
theory [15] have been used too.

In addition, literature on Strategic Human Resource has demonstrated statistically  
significant relationships between a mix of Human Resource Practices (HRPs)
(known as best practices in human resources) and firm profitability [16–18], 
 turnover, productivity or corporate financial performance [19]. Effective HRPs are 
becoming increasingly important in the cotemporary knowledge-based economy 
[20] and companies must find ways to enhance their competitive advantage through 
effective use of their resources [21].

However, when we want to know about what HRPs are more effectiveness to 
family business, empirical research not only is scarce but lacks rigorous and quan-
titative analysis [22]. Little is known concerning human resource practices in FBs 
and their effects on performance [23].

Kidwell et al. [24] consider necessary increase attention in HRPs in FB because 
it is important in light of the rapid growth of family business. According to 
Kidwell et al. [24: 14] “HRPs and problems are key issues to the small and grow-
ing family business”. By that, our study helps to address this lack of research by 
examining papers about HRPs in FB, which are in the top management journals 
includes in the most important and well-known databases: Web of Knowledge and 
Scopus.

So, we do not only make a review of the main works about this topic, but it 
is enough to know lacks and limitations. This work can be a good model to pro-
pose future research and it can be a good guide to FBs whose want improve its 
HRPs focus on attract, retain, motivate and develop Family Human Capital (FHC). 
We try to contribute to improve human resource management in family firms and 
avoid improper management of personnel in FBs.

2  Family Business Definition

Literature views FBs as heterogeneous and acknowledges that while some families 
can be assets to their firms and built unique resources, Known as familiness [25–29], 
other families could be characterized more as liabilities [30]. Familiness is described 
as “the idiosyncratic bundle of resource and capabilities resulting from the interaction 
of the family and business systems” [6: 45]. And familiness is often used as a unique 
element that cans differentiate family and non-family business [25]. Family mem-
bers simultaneously participate in both business and family relationships in their per-
sonal and professional lives. These relationships increase their complexity and create 
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a unique context for human capital compared to non-family business. Traditional 
 definitions of FBs have been focus on some combination of the components of a 
 family’s involvement in the business: ownership, governance, management, and trans-
generational succession [31]. But familiness refers to the combination on existing 
stocks of social, human, financial and physical capital resources in a firm resulting 
from interactions between family and business systems [6, 29].

Others scholars define family business by its essence and they evict that firms 
with the same extent of family involvement may or may not consider themselves 
FB or it may change over time [28]. Its essence can be a family’s influence over 
the strategic direction of a company [32] or the intention of the family to keep 
control [33] or family firm behavior [31] or even unique inseparable, synergetic 
resources and capabilities arising from family involvement and interactions [6].

A more practical definition is what define family business as “a family member 
is chief executive, they are at least two generations of family control (and) a mini-
mum of five percent of voting stock in held by the family or trust interested asso-
ciated with it” [34, 30]. Recently, Klein et al. [35] have developed and validated 
a scale (F-PEC) to measure this involvement as a continuous variable measuring 
three dimensions: power, experience and culture. The dichotomous in the concept 
of FB can create findings and loss of important information [11]. Nevertheless, 
definition of FB stays open to debate [28].

But, is it possible that FBs are not different from non-FBs? From strategy point 
of view if some aspects of FBs are different to non-FBs and its aspects affect to 
performance, there is no doubt about both are different, because FBs have perfor-
mance advantage as we saw before. The question now is, why?

3  The Importance of Family Human Capital

Scholars have been paid increasing attention recently to the role of human 
resources factors in influencing firm competitiveness. While tangible assets 
are easily imitable and thus unlikely to be a source of sustainable competitive  
advantage [14], human assets are often hard to imitate [36]. So, competent people 
are the key to success and offer organizations their only sustainable competitive 
advantage [37].

Human capital refers to knowledge, skills and technical abilities, but in the 
 context of family firms we have to add emotional strength or carrying capacity 
and intellectual capital of family and non-family members. FBs are often likely 
to create a sustainable competitive advantage over non-FBs and it is thanks to the 
attitudes of family members and not only by family members’ knowledge, skills 
and abilities [3]. Literature distinguishes between human capital and Family 
Human Capital (FHC) because the last one adds a dimension around attitudes 
and motivation that Dawson [3] recently has named “heart”. Some aspects like 
extraordinary commitment [38, 39], long term orientation, alignment between the 
human capital pool and the strategic goals of the firm, warm, friendly and intimate 
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relationships and the potential tacit knowledge, influence to make decision in FB. 
For example, FBs have a stronger tendency to keep their employees even in times 
of economic crisis [40] and altogether this is likely to lead to increased trust or 
feeling of job security and commitment [41].

FHC makes that although FBs often do not possess a superior pool of human 
capital, in terms of knowledge, skills and abilities, they are able to achieve com-
petitive advantage [36, 42]. Generally, FBs have a limited pool of potential recruits 
and may not be able to supply the firm with enough talented employees to manage 
the key operations. FB owners are often criticized for employing children who are 
less able, committed or ethical than leader expected [43]. But although it is true, 
it has a special importance in firms that require highly specialized knowledge of 
technology and markets or firms that are very large and complex [44] not in all of 
them. In contrast, family members generally have a high alignment with business 
because they was seen themselves as the organization’s goals and values [45]. The 
closeness of the family/business relationship creates a unique context for human 
capital (Both positive and negative), compared to non-FBs [46].

Literature has identified several motivational mechanisms that induce individu-
als to behave in line with organizational goals and which are related with human 
resource practices. For instance, appropriate reward system, flexible job design 
and strong socialization system, are traditional ways to improve the alignment 
between organizations and their members [36, 47].

Other authors found another types of causes like the family name. They argue 
that if the family name is “on the building”, family members will naturally be 
more motivated and committed to the business [48, 49].

According to Dyer [44] family connections inspire loyalty and family mem-
bers are therefore willing to work long hours –often without compensation- and 
be highly flexible in their work roles and assignment in order to help the firm suc-
ceed. Family members have often socialized at a very early age to understand the 
nature of the business, its costumers and its competitors.

In contrast, if we accept nepotism as norm in family business, family members 
who are incompetents will be placed in key positions and family business will not 
be utilizing the best management talent [44]. If owners violate significant organiza-
tional norms threatens the well-being of the organization and/or its members [50]. 
It can include free riding, lying, insubordination, sabotage, abuse of privileges, 
harassment, theft, aggression, lack of regard for cost control and drug and alcohol 
abuse [51]. Repercussions of it are lawsuits productivity losses, higher expenses 
and loss of reputation.

About that, Stalk and Foley [52: 26] talk about three traps of fb: firstly, “there is 
always a place for you here”; secondly, “the business can’t grown fast enough to sup-
port every one” and thirdly, “family members remain in silos according to bloodlines”.

To analyze these issues, researchers have used different theories more or less 
focus on FBs. Traditionally, researches have used agency theory and resource-based 
view to explain the differences between family and non-family firms [20]. Using 
agency theory, less professional HRP are required to align interest of managers and 
employees when both belong to the same family [20]. If we use resourced-based 
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view we have use the concept of familiness. According to it human capital can be 
higher in FBs than non-FBs.

Contingency approaches assume that HRP are instituted to elicit and  control 
employee behaviors in ways that will be most effective for the organization 
depending upon the characteristics, needs and circumstances of the firm [53].

In contrast, the institutional perspective argue that organizations select, adapt 
and retain many structures and practices for normative reasons due to the fact 
such practices have obtained legitimacy within an industry usually due to external 
forces [54, 55].

4  Human Resources Practices in Family Business

As it was said before, very little literature examines HRPs at family-controlled [56] 
and little is known concerning HRPs in FBs and their effects on performance [23]. 
Despite this, literature in Family Business suggests that FB have difficulty manag-
ing their HR, especially when it concerns family members [57]. It is also extremely 
difficult for a CEO who is the father, mother or uncle to practice HRPs objectively 
with family members [58]. Some authors recommend that family business HRP 
may require greater clarity in the areas separating ownership and management [59].  
Ward [60] emphasizes strongly that effective management in family business 
requires the establishment of structures and processes which link management and 
ownership. These can be especially helpful in the area of human resource manage-
ment to improve the practice of selection, compensation and equity, appraisals, 
training and development and promotion [58].

The main problem caused by the overlap between the family and the business 
in the area of human resources were set out wisely by Lansberg in 1983. While 
family is guided by implicit affective principles that focus on each person’s atten-
tion on the needs and long-term well-being of the other, firm is regulated by eco-
nomic principles.

Based on Institutional theory for show the negative effects that appear when 
norms and principles that operate in family, operate in business too, Lansberg [59] 
proposed to develop effective procedures for helpful in the area of human resource 
management to improve the practices of selection, compensation on equity, 
appraisals, training and development and promotion in FBs, the separation of man-
agement and ownership [59]. According to this, we find more literature and con-
sensus about the need to professionalize human resources management within FBs 
because FBs are less likely to have professional HRPs [7, 20, 58].

One of the first works that treated this subject in FB area was en 1997, where 
Aldrich and Langton [61] found negative relationship between the number of 
family members and formal HRP. Afterwards, Reid et al. [62] found that FBs in 
Northern Ireland lagged non-FBs implementing HRM policies and practices but 
found indication that news generations of family ownerships would like transition 
toward more formal HRP.
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A year after, Reid and Adams [58] found that FB are less likely to have a 
Human Resource Department and non-FBs was more likely to have a Human 
Resource Manager. In the same way, non-FBs was more likely to use appraisals 
systems, set merit/performance related pay for managers and keep detailed HRM 
records [58]. Similar results were found by Kok [20] in a sample of approximately 
700 small to medium-sized firms. Over more, research has indicated that FBs are 
slower to adopt HRP when we compared to their non-family counterparts [7].

Recently, one of the last studies in this topic has been carry out in 205 FBs 
in the People’s Republic of China and it shows as the greater size of the firm the 
more formalized its HRP [63].

If we focus on the differences between HRP in FBs and non-FBs, little empiri-
cal evidence we can find, in spite of HRPs appear to be one area where FBs have 
adopted significantly different practices from their non-family counterparts. Some 
differences between HRPs in FBs and non-FB in SMEs recently found by Reid 
and Adams [58], we can see in the Table 1.

In a recent study in Spanish companies, Carrasco and Sánchez [64] found simi-
lar results about employee compensation. Pay level is lower in FBs than in both 
non-FBs and professionally FBs and about regarding pay mix, employees in pro-
fessionally managed receive the highest proportion of variable pay in their com-
pensation packages compared to FBs and non-FBs [64].

Finally when we study the relationship between HRPs and performance we 
found little consensus among researchers regarding the specific policies to be 
included in configurations of high performance human resource practices [65–70]. 
However various studies have suggested that these may include rigorous selection 
procedures, internal merit-based promotions, cross-trained teams, high levels of 

Table 1  Human resource practices in FBs and non-FBs

Source Adapted Reid and Adams [58]

Higher for family business Higher for non-family business

Level of turnover Labor cost
Use flat rate and individual bonus pay mechanism Negotiation with trade unions

Having a personnel or human resource  
management department

Use reference as a selection method
Use of appraisals systems
Use merit-performance related pay as a  

pay reward mechanism for managers
Cost of their annual salaries and wage bill  

on training
Reported systematically analyzing 

employee training needs
Non differences between FB and non-FBs
Less than 50 % or both family and non-family reported that the head of human resource  

management did not have a place on the board
Training and development are considered the major challenge for HRPs in their businesses over 

the next 5 years
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training, information sharing, skill-based pay and group-based rewards [71–75]. 
Sets of such practices have been named “high performance work practices” [19, 70], 
“strategic human resource practices” [76, 77], “high involvement practices” [78] 
or “high commitment practices” [79, 80]. Such high performance human resource 
practices aim to enhance employee engagement across the company [81].

In recent years scholars have tried to identify human resource practices, or bun-
dles of human resource practices, which bring competitive advantage to companies. 
At first, practices concerning information, training, remuneration and empow-
erment [78, 82] were selected as best practices to improve organizational perfor-
mance. Then, other scholars added more practices such as extensive training and 
high salaries [75] or selective recruitment, appraisals systems and job security [83].

And although much of the literature about strategic human resource argues that 
there is considerable evidence that these practices are associated with high organi-
zational performance [17, 19, 73, 75, 84–88], not so in the case of FBs, where 
little is concerning about HRPs in FBs and their effect on performance [23] and 
heterogeneous methodology has been used.

Within the FB literature there is a positive association between HRPs like for-
mal employee reviews, set compensation plans, written employee manuals, and 
use of written job description, and gross firm revenues [41].

A study realized to 168 family-owned small and medium enterprises (SMEs) 
examine the consequences of five HRPs on sales growth performance. Training 
and development, performance appraisals, recruitment package, maintaining 
morale and setting competitive compensation levels, do in fact have a positive 
impact on performance in FBs [56]. According to it, Kidwell and Fish [7] exam-
ine the prevalence of high-performance human resource systems in Australian FBs 
and found that increase emphasis on employee involvement and motivation was 
positively related to operational and financial success.

Similar results were obtained later in a study focus on Australian and American 
FBs wineries [89]. Despite this, not all HRPs were related with performance. For 
instance, employee involvement, training, and HR systems and alignment were 
perceived as an overhead expense in these companies and only motivational prac-
tices and leadership were positively correlated with sales revenue, ROI, and profit-
ability [89]. And when we analyzed public firms, ownership and firm performance 
are not associated, but both are related when high performance human resources 
practices are implemented in the company [90].

5  Conclusions

One of the most important resources that possess family businesses is family 
human capital [46]. Knowledge, skills and abilities of individual family members 
are not sufficient to create value for an organization, unless they are used through 
individual behaviors [91]. Thus, a family business needs to manage an alignment 
of interests in order to create a committee workforce [92].
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This is very important because family business does not own the human capital, 
the family members do. Family businesses need higher levels of human capital and 
achieve a superior alignment between individuals and organizational [42] in order 
to achieve competitive advantage.

To obtain it, FBs have to implement an effective system of Human Resource 
Practices. Literature show us how family businesses need professionalize its 
human resource practices to improve its. But if family businesses want maintain 
and increase their family human capital and so get differentiate from non-family 
businesses, they have to focus on some practices of human resource and non nec-
essary the same of the non-family business.

In conclusion, we would like to point to some key research questions which we 
believe need to be addressed:

•	 We have seen like FBs and non-FBs use different practices of Human Resource, 
nevertheless FB has more Family human Capital and obtain higher perfor-
mance, can we propose a different way of manage its human resources, more 
different or similar than non-FB?

•	 Knowing the heterogeneous FBs that exist, can we speak about the most effec-
tive HRPs in FBs or will it depend on the type of FBs?

•	 Will this knowledge be useful for managing FBs and improving their competi-
tive position?

•	 What will we achieve with it? More commitment among employees, better  
relationships between family and non-family members, … In general, more 
Human Capital or more Family Human Capital?
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Abstract Based on interviews conducted with Portuguese Institutional Business 
Associations located in the northern region, we propose firstly to critically analyze 
how and in what way such organizations that formally represent Portuguese entrepre-
neurs, at national or regional level, use certain gender logics of inclusion/exclusion 
to constitute the normative gendered subject of entrepreneurship. Secondly, we intend 
to further analyze how these organizations explain, justify and legitimize policies of 
positive gender discrimination and affirmative action that they promote to increase 
participation of women in such context. More specifically, we aim to reflect upon the 
tension that was found in the level of reflexivity related with a discourse of gender 
equality and how it contributed to rethinking women’s condition in the entrepreneurial  
practice.

1  Introduction

In recent years, entrepreneurship has assumed a particular relevance in the 
Portuguese political discourse as a way to solve the problem of unemployment and 
“shorten” the participation of the Welfare State. In addition to this national interest, 
policy guidelines and investments undertaken by the European Union have been 
made in consulting and training in entrepreneurship. These policies have gained 
higher visibility in the public opinion when they focused exclusively on social groups 
considered to be discriminated in the context of business, that gave women the status 
of “minority statistics” [1]. Such policies were intended to fight the masculinization 
of these contexts and facilitate the introduction of women as legitimate entrepre-
neurs. The practice of entrepreneurship and its subjects, as in other work places, 

The Gender of the Entrepreneur  
and the Politics of Entrepreneurship  
for Women: An Exploratory Study

Emília Fernandes and Regina Leite

C. Machado and J. P. Davim (eds.), Work Organization and Human Resource  
Management, Management and Industrial Engineering,  
DOI: 10.1007/978-3-319-06376-8_7, © Springer International Publishing Switzerland 2014

E. Fernandes (*) · R. Leite 
Department of Management, School of Economics and Management,  
University of Minho, Campus Gualtar, 4710-057 Braga, Portugal
e-mail: mifernandes@eeg.uminho.pt



106 E. Fernandes and R. Leite

has been social and culturally constructed around a certain ideal of masculinity  
that serves to define what the practice of entrepreneurship is and who can be an 
entrepreneur. We can call the masculine normative discourse “mentality of entrepre-
neur”, as named by Bruni et al. [2], which is related to a symbolic masculinity that 
emphasizes the ambitious individual, the ability of taking risks and enterprise profit. 
A discourse through which women are also constituted as the other [3, 4], i.e. the 
marginal gender subject that is always able to fulfil such personal and individual pro-
file and that, at best, can only aim to complement the authentic male entrepreneur.

The need to symbolically link entrepreneurship to masculinity and the women’s 
need to be associated with this symbolism is somehow very present in some train-
ing and consulting measures launched by Portuguese governmental institutions to 
foster entrepreneurship among women. An example that illustrates this relationship 
and the need for such masculinity to legitimize the entrepreneurship activity of 
women is the image used by the Portuguese government to announce an entrepre-
neurship training programme directed at women only. Such announcement was 
widely publicized in the beginning of 2009 at several Portuguese journals, and pre-
sented a smiling young woman looking at the horizon. An unreachable horizon to 
the viewer since it fell outside the image boundaries. We assume that the position 
of women’s body and face is intended to transmit the idea that she believes in her 
entrepreneurship future. This image is easy to understand since the target audience 
of this entrepreneurship training are women that might be interested in engaging in 
an entrepreneur “adventure”. We can also see in the picture a masculine figure, 
even though blurred and placed second. This male figure that embraces the young 
woman is sharing with her the same smile and the same look at the horizon. So, we 
can question why the need to put such male figure in an announcement that aims to 
promote an entrepreneurship training program exclusively for women? It seems 
that the “feminine entrepreneurship1” can only be thought or turned possible with 
the masculine consent or participation in such entrepreneurial project. We can also 
presume that the masculine presence can in some way legitimize and validate this 
idea of “feminine entrepreneurship” since men are also invited to be present, 
although in a second place. Besides making the entrepreneurial feminine project 
viable, the masculine presence can also be regarded as a warranty in overcoming 
the gendered condition if the project remained circumscribed to women.2

This illustration based on the government announcement of training programs 
exclusively for women was used to draw attention to and reflect upon the insti-
tutional discourses of gender that serve to explain, justify and legitimize policies 
of positive gender discrimination and affirmative action in entrepreneurship. With 
this aim in mind, we hope to give an account of the logics of power produced by 
such discourses that end up constituting the normative practices and subjects of 
entrepreneurship.

1 The title of the announcement.
2 We could also make many considerations about the discourses in which such picture can be 
inscribed, related to ethnicity, age and heteronormativity. Nevertheless, such identity categories 
are not explored in this chapter.
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Following the European Union guidelines, Portugal has adopted some measures 
aimed at promoting the participation of women in entrepreneurship, namely some 
affirmative actions materialized in training programs for women. The Institutional 
Business Associations emerge as privileged interlocutors between Portugal and 
the European Union in the implementation of policies intended to promote equal 
opportunities between genders in entrepreneurship. This is one of the reasons 
why we have decided to contact six of the major and more important Institutional 
Business Associations of the north of Portugal, with the purpose of exploring the 
system of meanings associated with the ideal figure of the entrepreneur subject 
and their signification and positioning regarding training programs of entrepre-
neurship exclusively for women. Using semi-structured interviews we explore the 
reflections of this study’s participants about the economic and entrepreneurial tis-
sue focusing on the rhetorical discourses of these organizations in order to identify 
differences in terms of the entrepreneurs that they must represent (businesswomen, 
young entrepreneurs, small and medium entrepreneurs, entrepreneurs at regional 
or national level) and their level of knowledge, receptivity and implication in 
women’s entrepreneurship training programs.

The chapter begins with a brief reflection on the gender of entrepreneurship 
and the construction of women as the “other” in such organizational and busi-
ness activity. It proceeds with a brief presentation of the methodology, namely 
the interactional process in the relation between the participants chosen for this 
study and the researcher—a female researcher—that presented the study to them 
and conducted the interviews. At the end of the chapter we will present the results 
of the discourse analysis of interviews, and reflect upon the tensions that we have 
found between a discourse of gender equality and a discourse of gender difference 
in the explanation and justification of the affirmative policies, and how this ten-
sion contributes to reproduce or subvert the positionality of “other” that has been 
reserved to the female entrepreneurs in the entrepreneurial practice.

2  The Masculinity of Entrepreneurship Practice  
and Politics of Gender Equality in Entrepreneurship

Existing knowledge about the practice of entrepreneurship has been dominated 
by positivists and normative theoretical models that tend to confirm the cultural 
fictions developed around such practice as an elitist and exceptional practice that 
only few (men) are able to perform [4–6]. Cultural fictions that are frequently 
reproduced by acritical research and education and that inscribes entrepreneurship 
in the metanarrative of economic progress and modernity curricula [7]. As Bruni  
et al. [2] remember, the triptychs risk-innovation-profit are determinants of the 
ideal construction of the practice of entrepreneurship and constitute a disciplinary 
power in everyday life of the work and business contexts. Nevertheless such dis-
course is able to fulfil all the diversity that can be found in the entrepreneurial act 
and its subjects [8, 9].
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From a critical point of view, the act of entrepreneurship can paradoxically be 
considered as a prosaic act [5] of everyday life of the business and organization 
contexts and, having into account such diversity, as an empty signifier that cannot 
be reduced to a single and unequivocal meaning [10].

This dominant discourse of entrepreneurship needs also to be questioned from 
a gender perspective once it is constituted by a certain normative masculinity that 
celebrates an individuality [11] inscribed in a heroic and Darwinian model (p. 258)  
[2] that produces logics of exclusion of those who fail to conform to such mas-
culinity. It is such masculinity centred on individual and intrinsic qualities of the 
entrepreneurial subject that has been used to neglect its sociocultural meaning 
and to turn invisible the power gender relations that constitutes it [12, 13]. In this 
sense, for Ogbor [13] it becomes important to insist on the need to expose the pro-
cess through which normalization and legitimation of such discourse occur, and 
the discrimination and devaluation of the others that cannot be defined by such 
discourse such as women. Women are constituted as the other of the ideal sub-
ject of entrepreneurship and this gender fault is also extensive to their enterprises 
that are perceived as less valued, related with economic sectors of low income like 
retailing and services, and also accused of not being enough innovator [14, 15].

Such masculine discourse that centres on the individual and emphasises per-
sonal attributes, such as competitiveness, autonomy, ambition, risk taking abil-
ity and ability to make profit, has gained particular relevance in recent years in 
the Portuguese context, particularly in the interventions of government and insti-
tutional members. In some sense, this discourse aims to promote the economic 
growth and decrease costs with the Welfare State and social responsibilities, but 
make individuals responsible for their own employment [16]. The celebration 
of such discourse by the governments, as some researches indicate [7, 17], also 
allows to control the meanings that are desirable to associate to the entrepreneurial 
act and that are controlled by the funding plans made available to certain types of 
entrepreneurial projects and subjects. So, a government desperate to “shorten” its 
involvement in the Welfare State [16] provides the right political background to 
support the initiative of individual entrepreneurs.

This focus on the entrepreneurship initiatives gains visibility in the institutional 
and statistical national reports [18, 19] and in the European directives to support 
projects of consulting and training in entrepreneurship. It has also increased the 
introduction of  course units of entrepreneurship in the graduate programs and 
workshops and seminars with the aim to promote the “entrepreneurial spirit” [20].

In this context, the role played by European institutions in changing the way 
entrepreneurship is viewed is also worth noting. Under the guidelines and finan-
cial support of the European Union, a number of programs have been set up to 
offer consultancy and training in entrepreneurial matters to women as they are rec-
ognized as a disadvantaged social group in such context. As already said, women 
remain a minority in the business world [21]. In Portugal, women occupy only 
4.5 % of the leading positions in the enterprises [1]. Entrepreneurship through 
self-employment appears also as an effective way to guaranty and simulate the 
participation of women in economic activity.
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Imbued with this entrepreneurial spirit we can better understand the emergence of 
the training programs in entrepreneurship exclusively for women in the Portuguese 
context. At the international level, those gender affirmative policies have deserved 
an interesting and fruitful debate about the positive and negative impact of such pol-
icies in creating a true equality of opportunities for women. This kind of policies 
that have been raised with the liberal feminism allow women to get access to some 
important individual tools and permission to enter or being accepted in the masculine 
work and organizational territories. However they do not put in question the mas-
culine discourses that constitute the norm in such contexts and as a consequence, 
women are still viewed as outsiders of such norm that is not considered problematic 
and  presented as neutral [4, 22, 23].

Having in mind the masculinity norm related with the practice of entrepreneur-
ship and the national context in what concerns the institutional support to promote 
such practice among women, the present study tried to explore how such norma-
tive conception of entrepreneurship affects the institutional agents on how they 
understand such practice and its subjects and also how they related this with gen-
der affirmative policies. In Portugal, this kind of training programs in entrepre-
neurship exclusively for women are mostly funded by European Union and in the 
hand of the Institutional Business Associations.

Considering the information presented above, we invited six of the most important 
Associations, at national and regional levels, to participate in the study. The chapter 
proceeds now with the methodology used for the purpose of this exploratory study.

3  Methodology

In the beginning of this study, one of the researchers has contacted the most 
influential and recognized institutional associations of enterprises and explained 
our research aims and focus on the participation of women in the entrepreneur-
ship contexts. In these first approaches, the persons contacted felt curious because 
of our focus of attention on women. Nevertheless, this option was perceived as 
limiting our own research and its contribution to the understanding of such con-
text. And seemed ultimately to diminish the interest of our interlocutors in the 
study itself. Such reaction can explain the initial resistance to the study with 
our interlocutors adopting two main and contradictory explanations to devalue 
the research: (a) one supported by the argument that equality between men and 
women was something already conquer and perceived as guaranteed so our study 
was not really useful and necessary for being somewhat out dated; (b) other sup-
ported by the argument that the reduced number of businesswomen did not justi-
fied the need for a research project that focused exclusively on their impact and 
participation on the entrepreneurial and economic national contexts.

Also worth noting was the fact that the study was perceived as understandable 
because the researcher that contacted the institutions and explained the research 
aims was also a woman. It seems that it would be easier for the members of those 
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institutions to find a female researcher interested in doing research on “women 
issues” in entrepreneurship than if the researcher was a man. Such reactions were 
also more recurrent in members of such organizations that did not presented any 
initiatives related with the promotion of gender equality or, having such initiatives,  
were not directly involved.

Six out of 10 institutional associations of enterprises contacted have agreed to 
 participate in this exploratory study. Data was collected through interviews conducted 
with organizations representing most small and medium enterprises, at national and 
regional levels: Portuguese Entrepreneurial Association (AEP), Business Association 
of Minho (AIMINHO), National Association of Businesswomen (ANE), Association 
of SME-Portugal (PME-Portugal), Commercial Association of Braga (ACB), National  
Association of Young Entrepreneurs (ANJ). In Portugal, Small and Medium Enterprises  
are mostly non-financial and for entrepreneurs with individual name, i.e. sole  
ownerships, are situated in the north region and constitute around 99 % of the national 
 economic tissue [24, 25].

One or two interviews were conducted on each organization with the director 
or the responsible for the training programs that were being develop and imple-
mented by the associations. In table 1 we present some information about these six 
associations and the interviewees.

Each participant was interviewed face-to-face following a semi-structured 
guide in order to explore the system of meanings related to the entrepreneurial 
subject, their perceived experiences with businesswomen and their entrepreneurial 
contexts and their positioning in relation to the training programs exclusively for 
women. The interviews lasted from one to one hour and a half.

The apparent difficulty to deal with the problematic of gender in entrepreneur-
ship became visible in the first institutional contacts and was also present in some 
interviews. At the beginning of the interviews, during general and introductory 
questions (related with the general activity of the institutional associations, the cate-
gorization of the entrepreneurs and of the national economic and enterprise national 
tissue) most interviewees gave spontaneous answers and spend time explaining 
and developing their ideas. When the specific situation of businesswomen and the 
policies of gender affirmative action on entrepreneurship, like training programs 
exclusively for women were addressed, they reacted differently. By this time, the 
interventions seemed more rushed, and sometimes ended in an abrupt way or were 
deviated for thematic issues apparently neutral to gender and of their own interest. 
This will become very obvious in the section devoted to data analysis.

In a reverse way, the interviewees that were more involved in gender affirm-
ative policies tended to be more open to the gender issues and to naturalize the 
research aim. This was easier for them to understand since they made part of the 
political and institutional framework as professionals responsible for applying 
gender policies. Nevertheless, such openness did not necessarily meant a great or a 
better knowledge and reflexivity about gender equal opportunities and discrimina-
tion in the entrepreneurship contexts, since their discourses in relation to the gen-
der issues tended to be very similar to the institutional rhetoric transmitted by the 
European Union.
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All the interviews were recorded and transcribed verbatim. Data were organized 
and coded with the help of a qualitative data management software (Nvivo 8.0). 
In a first step we tried to identify the system of meanings related to the entrepre-
neurial act, the ideal entrepreneurial subject, the businesswomen and the training 
programs exclusively for women in each interview and then identifying the system 
of meanings shared between all the interviews. In a second moment we intended 
to explore the tensions and contradictions that emerged between that system of  
meanings [26] that allowed the interviewees to give coherence to their discourses 
about entrepreneurship and gender in order to became legitimate representatives in 
their role of members of an institutional association of entreprise. To accomplish 
this, we have considered in the discourse analysis of gender in relation to entre-
preneurship two main categories: the construction of entrepreneur subject and the 
positioning towards gender affirmative policies in entrepreneurship.

4  Results

4.1  The “New” Masculine Subject of the Portuguese 
Entrepreneurship and the Condition of Other  
of the Businesswoman

In the discourses of our interviewees we can identify a tension between an affir-
mation of the diversity of the Portuguese entrepreneurs and the presentation of a 
stable version of the entrepreneur subject. This construction of the entrepreneur 
subject is marked by the use of time category. A discursive strategy that serves 
to give an account of the meaning metamorphoses suffered by the entrepreneur 
subject towards modernity. To achieve that the participants of the study tried to 
renounce to a discourse of paternalism informed by meanings related with tradi-
tion, past, authority and where the business subject is named as “boss”. Although 
the new discourse also centres on the individual, it is constructed around the nar-
rative of modernity that puts emphasis on competence and professionalism, risk, 
innovation, prosperity and enterprise dimension.

Our chairman likes to oppose the concept of entrepreneur to the concept of the 
boss (…) I believe that his idea already addresses the need for a bigger dimension, 
responsibility over the company and the workers. There wasn’t in that concept he 
likes to present, the one of entrepreneur, the notion of the boss, the traditional one, 
so to speak //I think that the ability to create wealth, to generate more wealth/there 
are small businesses that, due to their nature and the notion the entrepreneur has of 
them, will never have that dimension, that importance, that ability to create wealth. 
//but there is a growing number of those small businesses, I believe there is another 
type of entrepreneurs/a second generation businessmen, whose parents were the 
company founders, their children had qualifications, had the opportunity to study 
and achieve superior qualifications who then began to manage the company (…) 
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recently there is the notion of a highly qualified student whose initial idea is not to 
get a permanent employment but to create his own business based in his initiative 
and all the knowledge acquired during his academic education. (Entrepreneurial 
Association 23)

20 years ago we, 20 years ago we had the businessman who was the boss. It 
was a different reality, there was not that exposure necessity/in this evolution that 
took place, the fact of being an entrepreneur or a boss was a fact that had been 
undermined (…) Let me tell you that in fact, the average level of culture of our 
entrepreneur was, indeed, low! Now, it is growing exponentially (…) the level of 
culture of the boss, is still further back, he defended himself because he did not 
know better, all he wanted was to earn money, his objective was profit, profit, 
profit///today’s entrepreneur is not that person who is obliged to invest in training, 
he has to do it necessarily/he cannot be with the employee because he likes him or 
because he is his cousin, no! (Entrepreneurial Association 3)

I have the perception that we are beginning to have a new generation of entre-
preneurs with different skills from those 20 or 25 years ago. We are beginning to 
have better prepared people in terms of their education. With higher education, 
people who know the world and that is very significant. If the person already 
acquired certain undeniable business values, such as competition, rivalry, the fact 
that competition is made at a global level. (Entrepreneurial Association 4)

In this process of giving meaning to entrepreneurship we can see that the inter-
viewees’ interventions are centred on the characterization of the individual. We can 
also witness the construction of an entrepreneur that is based in several logics of 
exclusion related with age and education, as illustrated by the previous quotes, and 
also gender. Such logics implied the emergence of several “others”. In relation to 
gender, women and businesswomen are then constructed as the other of such new 
entrepreneur as a result of their gender condition. Such condition of otherness is 
not only related with the masculinization of the practice of entrepreneurship (the 
numeric predominance of men) but also with the masculine symbolic meanings in 
which such practice is culturally and socially inscribed (the individual traits and 
values that are perceived as necessary or desirable in the entrepreneur subject, such 
as flexibility, competence and separation from the private and family contexts).

Entrepreneurial activity is, by definition, an engaging activity, which requires 
great flexibility and is sometimes incompatible with the inflexibility that family 
life imposes. This observation is easily sustained from the number of women who 
assume responsibility of new projects, who participate in training activities ori-
ented for new projects [of entrepreneurship]. (Entrepreneurial Association 4)

Society was created with its difficulties, isn’t it? So, today for a woman to be an 
entrepreneur is easy but 15 or 20 years ago, listen, it was not simple! She had a 
set, an environment that was not favourable to her, she could not smoke in public, 
people/she put her thing, her cigarette, isn’t it? She is a human being! Equal to 

3 The names were kept confidential to allow a more free use of the quotations and to preserve 
anonymity.
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man! She can also smoke, it is bad for the lungs, spend her money like man does, 
and so on/but only men could, smoking was exclusive to men. If people decide is 
basically men, women have no chance “So, what does that chick has? What an 
odd thing!”/She has a restaurant, she has this/that was the way people though. 
Nowadays things are starting to change, but the truth is that several years gone by 
and today the leading positions are clearly dominated by men and entrepreneurs 
are also men. (Entrepreneurial Association 3)

In the discourses of interviewees the validation of the gender discrimination in 
the practice of entrepreneurship is not followed by a critical view that questions 
the power gender relations that give meaning to the contexts of entrepreneurship. 
In some way, there isn’t a reflexivity about the social and symbolic logics that are 
intrinsic to that masculinity, that result in accepting without critique the demands of 
“great flexibility” and the externality and strangeness of the “family life” in relation 
to the entrepreneurship practice. Additionally, those discourses are also character-
ized by an uncritical exclusive association of women with the family and private 
contexts. In the second quote there is inclusively a certain normalization of the gen-
der discrimination explained by the history as illustrated in the following passage: 
“Society was created with its difficulties, isn’t it?”. Although in an hesitant way and 
without conviction, it is related with past. Equality is also perceived here as a result 
of the masculinity of women, and consequently as a means to supress their lack of 
gender and enabling women to be treated equally (here symbolized in the smoking 
behaviour, used by the interviewee to illustrate gender equality). This masculinity 
of women is nevertheless presented in a negative way: by emphasising the loss of 
health and money and by concluding that if women try to be like men, they will 
lose the opportunities of being accepted (in the context of entrepreneurship).

A different positioning concerning women in entrepreneurship is to deny their 
discrimination in such contexts and emphasising its feminization. Nevertheless, in 
the subtext of such interventions it is not easy to confirm such convictions. The 
interviewees cannot easily give examples and mention statistics that sustain and 
corroborate gender equality. A strategy used to overcome the difficulty in sub-
stantiating their argument is appealing to personal work experiences that are not 
totally or directly related with entrepreneurship practice. This is the case of the 
following interviewee:

For example, maybe this is also a good example. In our Association we have 
about 30 collaborators, among who are those that are developing their curricular 
training, their professional training, and we have at the level of the Association, in 
our organic/in our organization, we have this organized by departments. With the 
exception/well, the CEO is a man (laughs) of course/but what was I saying with 
this? Those responsible, for example, for the departments, the Association/finan-
cial department, training department and technical assistance of our members, 
promotion and fairs, are coordinated and assumed by the respective teams, are 
coordinated and assumed by women. This to say the following: now in companies 
may be the partners, or the entrepreneur, or the CEO or/may be a man, but the 
truth is that the intermediate management positions and top management positions 
are occupied by women. (Entrepreneurial Association 6)
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Nevertheless, such quote also informs that the best example that the interviewee 
choose to confirm the feminization and the increasing gender equality (even if not 
in entrepreneurship) is actually a very poor one since it only serves to illustrate the 
feminization in middle management positions. In this example, it is also visible that 
the top management positions are still being occupied by men. Paradoxically, such 
example ends up confirming the secondary place of women in the power positions 
since the chosen examples are not related with entrepreneurship. Such secondary 
position is paradigmatically explicit in the quotation: “Well, the CEO is a man 
(laughs) of course”.

In general, the persistent idea of increased feminization of the entrepreneurship 
context is nevertheless followed by a lack of knowledge of the actual participation 
of women in such context and the interviewees’ reference to predominant daily 
contacts with businessmen and not with businesswomen. We can then conclude that 
the strategy to emphasise the increase of businesswomen and the tendency for the 
creation of an equality of gender in entrepreneurship produces a paradoxical effect 
due to the incapacity of justifying and defending such strategy. The interviewees’ 
inability to substantiate the discourse on equality confirms once again the invisibil-
ity of women in such contexts, reinforced by the need to illustrate with individual-
ized references of businesswomen that belong to their professional network.

I have a sporadic knowledge of some cases/Look at the Association’s General 
Management chart and you already know which are the cases of entrepreneur 
women most present in the life of the Association/Maria Lomba,4 is a business 
partner but is also a business daughter. (Entrepreneurial Association 2)

Generally speaking, there are an increasingly larger number of women to 
come forward with business initiatives in the trade area/I’m reminding two spe-
cific cases, who are fair dealers, women who perform/who develop business in a 
City Hall, for example, and are affiliated on this Association over 70 years. Over 
70 years, right? I mean, and now their relatives are carrying on that business, 
isn’t it? (Entrepreneurial Association 6)

I know female entrepreneurs from all sectors, so I know a lot of people. Let 
me tell you that I do not make distinctions. Businesswomen are, at the very least, 
as fighters as men are (…). Let me also tell you that their academic education is 
slightly, in mine/from what I know, superior than men’s and a woman to become 
an entrepreneur had to be better prepared, that is my opinion. 20 years ago who 
was the businesswoman? Ok. Bravo from the airdrome, Fernanda something, then 
Estrela but the Estrela from the last ten years. Women are more/better prepared, it 
is a very competitive world in which they have to do more than men do, because 
women are less considered than men, isn’t it? (Entrepreneurial Association 3)

This discursive strategy of making reference to personal cases has a reverse 
effect, since it emphasises an essentialist version of the businesswomen in which 
men are still being the normative reference to proceed to the comparison between 
the two genders in the entrepreneurial context and in relation to the individual 
qualities/skills that are desirable in this context. Paradoxically, even in presence 

4 All the names are fictitious.
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of scarce information about the situation of businesswomen, they are nevertheless  
described as better than men. Although the most important individual traits in 
doing business are still ascribed to men, they are more easily assigned to the “pro-
file of the businessman” than to the “profile of a businesswoman”

I have no doubt about one thing/from our experience, oh is that, usually busi-
nesswoman is very, is more (pause) how should I say this?! Perhaps more (pause) 
edgy, isn’t it? About the development of her business concept/she is much more 
(pause) incisive/in trying to achieve certain goals and objectives, isn’t she? (…) 
men in the trade part/it is very important all the perseverance that sometimes is 
much/much easier even/is much easier to find in a businessman profile than in a 
businesswoman profile, isn’t it? (Entrepreneurial Association 6)

In opposition to that other, emerges the construction of the entrepreneur subject 
legitimized by a discourse of individuality that turns such figure into the protago-
nist of the economy and to which is associated a set of individual characteristics 
and psychological traits, such as high level of education, youth, high self esteem, 
leadership, risk taking ability and communication skills. The individual profile 
of the entrepreneur subject also emerges when the interviewees speak about the 
process of recruitment and selection of the candidates chosen to participate in the 
training programs exclusively for women. The task to elect who has such attrib-
utes or to facilitate the learning process of some of these skills is understood as 
being under the responsibility of the Institutional Associations of enterprises. The 
exteriorization of such educational role turns these associations’ agents in the 
legitimation of such masculine discourse of entrepreneurship. And, indirectly, as 
legitimators of the shortage of women who need to be prepared to “fit” in such dis-
course of “real” entrepreneurial subjects.

What are we trying to find? Women who came to us with a clear business idea 
and who show some skills like entrepreneurial and leadership spirit/who have a 
certain psychological profile, who can withstand the pressure to form a business, 
that is a very important factor//They are people who believe in their own capabili-
ties, who show leading skills, I believe these are some of the, the personal aspects 
that, that a businesswoman demonstrates/when there is really, when it shows that 
they are insecure, without, who will have some difficulty in, in assume a manage-
ment position, a business management, they can hardly evolve, or evolving a com-
pany, I suppose that, that maybe this is it? (Entrepreneurial Association 5)

Ah the entrepreneur is/is mainly someone who takes chances, who assumes the 
risk of developing an economical activity by/taking into account, oh, the risk, and 
the risk is/taking risks of/the option rather than being an employee. An entrepre-
neur is someone who assumes the risk of, of moving towards an entrepreneurial 
initiative. Regardless of the sector or branch of business, in the perspective of, 
obviously, improving his or her income, of creating jobs (pause) to proliferate an 
ideal, isn’t it? (Entrepreneurial Association 6)

Our Association has been doing a pioneer work at this level in Portugal and we 
have also come to the conclusion that being an entrepreneur, of creating a com-
pany is something that, somehow, is also cultivated and is done with the help of 
Portuguese schools. (Entrepreneurial Association 4)
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All the concern and interest in the selection and transmission of the individual 
characteristics and psychological traits with the aim to promote the entrepreneur-
ship in Portugal turned these organizations into active participants in the repro-
duction of an individualist discursive version of entrepreneurship. And has also 
contributed to the recognition of the entrepreneur subject gendered by the mascu-
line as one of the important characteristics of the organizational national narratives 
of modernity. Nevertheless, and paradoxically, the literature about entrepreneur-
ship still makes reference to the relevance of a family culture [27, 28].

The participants’ discourse also shows that the system of meanings in which 
entrepreneurship is inscribed can be intersected by different gender, age, education 
and generational conditions and by the economic situation of a country. Here, and 
as remember by Rosslyn Reed [29], the masculinity of entrepreneurship must be 
understood as dynamic and differentiated in relation to different periods of time 
and social and economic contexts. We can then distinguish an “old” masculine dis-
course of entrepreneurship, more traditional, less educated and related to family 
from a new entrepreneurship, more professional and individualistic.

In the next pages we will further explore the strategies used by the interviewees 
to constitute their positioning in relation to the training programs of entrepreneur-
ship exclusively for women.

5  The Discursive Positioning in Relation to the Politics  
of Entrepreneurship for Women

As already said, the entrepreneurship practice has been understood by the gov-
ernments and by the academy as a political measure to solve the problem of the 
unemployment and gender discrimination in the workplace [30, 31]. These are 
also the reasons presented by the participants to describe those who apply to the 
training programs in entrepreneurship: young women graduated and/or unem-
ployed and women long-term unemployed.

Yes, we have several projects/but is much more tackling unemployment/we 
contribute to training, but is much more tackling unemployment. (Entrepreneurial 
Association 1)

Given that the labour market penalises the vast majority of women, so they are 
the main target of, of unemployment and the majority of unemployed end up being 
women, the European fund management together with the commissions for equal 
opportunities thought of this product on, on a first stage this would be a well inte-
grated programme which would allow those unemployment victims, being women, 
some aged, isn’t it? Over 35 years old, had the opportunity to change their pro-
fessional life through the creation of their own business, and so the programme 
emerges, which I really believe has many potential. (Entrepreneurial Association 5)

According to Ahl [3], in the Finnish Society, the interest with the role of women 
on entrepreneurship practice and more especially with policies aimed at promoting 
their participation in such context, occur mainly by the external influence of European 
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Union and its directives in gender equality. Such interest also assumes particular 
instrumental nature, as shown in the discourses of the interviewees. The discursive 
enunciation assumes two features: (a) in terms of content, by valuing and giving pri-
ority to economic and employment factors in detriment of the questions related with 
the gender discrimination; in terms of form, by the relationship of proximity estab-
lished by the interviewees between issues related to the access to the fundings of 
European Union and the candidature to programs of entrepreneurship exclusively for 
women, usually materialized by training and business consulting.

The candidatures and the development of gender affirmative action in entre-
preneurship by the Institutional Associations do not necessarily mean a high 
reflexivity on gender questions. The discussion about such programs is followed 
by some constrained and discursive confusion in the articulation of arguments to 
advocate the link of the Institutional Association to such programs. The following 
quote illustrates the constraint of one interviewee about training courses that are 
also exclusively for men (the secretariat courses), which are being implemented 
by his/her Institutional Association. Such derivation presents this association as an 
exemption, since it favours women. On the other hand, the questions of sociocul-
tural inequality between genders is less referred and developed.

There are several inputs for this, obviously, isn’t that right? On one hand is/
are the available resources and should be enhanced. And the Association has, has 
the role of being the enhancing agent of this/this/those resources, those qualities, 
and on the other hand, there is/from de people who are unemployed there is/there 
is a potential, a search/and a search that we/lets say it like this we are receiv-
ing, isn’t it? We Association, or any institution nowadays (pause)/is the incessant 
influx of curriculum. And this is an indicator, and we know, so there are evidences/
And encouraging signs that unemployment is starting to (pause)/There are being 
created, there are being created jobs, but the truth is that we still have a large 
unemployment rate, we are (pause) in different areas with market integration (…) 
Is within the support employment and training programme that now ends, isn’t it? 
It prevailed in the framework/in which the Community framework/ah and to exist 
a proper programme to promote equal opportunities/the access to certain occupa-
tions, isn’t that true? Within that our Association, like others, have analysed pro-
jects, targeting to/to different audiences. I am going to give you a specific example, 
relative to men because usually secretaries were women. We have proposed to cre-
ate a training programme to unemployed men in that field of expertise. For them 
to find an employment opportunity in this area. And it was very successful. We had 
a large number of men interested in attending that training programme and then/
they have searched that training with success. Also/also within that measure there 
was a side, a side related to (pause) to training women, specially those who were 
unemployed. And what was given, what was suggested was a training programme 
for those women. Ah, that training after which there was a consultancy period, so 
a specific support for those women, so they could move themselves for a entrepre-
neurial initiative. (Entrepreneurial Association 6)

Based on the interviews, we can conclude that the measures to promote gen-
der equality produce a paradoxical relation between an argumentation that neglect 
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or disregards the gender inequality issues in favour of economic issues but  
simultaneously assumes the positioning of agents in promoting and implementing 
such political gender initiatives. This paradox somehow allows understanding the 
discourse confusion and constraint felt by the interviewees when the theme of gen-
der affirmative policies in entrepreneurship was approached.

Taken all into account, we could said that assuming an explicit positioning in 
favour of such policies using a central argumentation based on the questions of 
inequality in gender relations is not compatible with the implicit acceptance of 
the masculine norm in which entrepreneurship is inscribed and that is presented 
as gender-neutral. Assuming a position against such policies is considered impos-
sible because it defies the desirable institutional rhetoric that is promoted by the 
European Union.

It is also relevant that the interviewees had difficulty in remembering other 
programs with similar aims that could be implemented by their Institutional 
Associations, beyond initiatives on gender equality in entrepreneurship that were 
funded. One of the Associations did however make reference to some measures 
with the aim to avoid the conflict between family and work responsibilities. Such 
measures were also exclusively for women since the family is also understood as 
a major or exclusive responsibility of them. Once again men were not mentioned, 
being understood as free from such responsibilities.

We have developed a series of projects that we have subjected to financing. 
Imagine that you want to start your own company. In here we have a space, the 
facilities, logistic and administrative support and a day care centre. The idea was 
that women could in a single place conciliate their professional activity with mon-
itoring their children. (Entrepreneurial Association 4)

We can also say that such measures of reformist nature despite creating better 
conditions for women to get access to territories that are traditionally masculinized 
and masculine, can involuntarily allow the reproduction of the masculine norms in 
such contexts. And may further hamper the change of the essentialized version of 
women as well as the promotion of new ways of (re)thinking the entrepreneurship 
practice and, in this particular case, the parenting responsibilities and family [2].

6  Discussion and Conclusions

The exploratory study that we have conducted with six institutional associations of 
enterprises contributes to highlight some central reflections traversing all the dis-
cursive records. The first one is the construction of the subject of entrepreneurship 
inscribed in a masculine discourse of individuality centred on the professionalism, 
innovation, risk and economic progress that is part of the narrative of modernity. 
We can say that the construction of such business and organizational subject is 
dynamic [29] but nevertheless remains masculine.

A second reflection is related with the construction of the businesswomen as 
the other of such entrepreneur subject. Such otherness is visible in the lack of 
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knowledge about such socioeconomic group and in a tense representation between 
two positioning: one of the businesswomen as having a “deficiency of gender” 
[32] for not being able to correspond to the masculine idealization presented as 
neutral (e.g. when exclusively linked to family; or when men are perceived as 
more perseverant and assertive in the commercial area); the other by women mas-
culinization in order to justify their presence in such contexts. In both cases we 
can witness the essentialization of businesswomen that remains trapped by the 
sociocultural gender constraints.

So, the condition of otherness of the businesswomen constrained their recog-
nition as legitimate and proper subjects in the context of entrepreneurship. That 
also helps to explain why this new attention given to businesswomen, as a result 
of such training programs of entrepreneurship exclusively for women, are some-
how presented as a “novelty” and a “discovery” that denies implicitly their active 
presence in such context through all these years and that is very previous to this 
institutional interest. Often, as referred by Bruni et al. [2] the women who par-
ticipate actively in the life of their organizations, sometimes with their husbands 
are denied the sociocultural ideal model that distinguish the entrepreneur sub-
jects, and are only defined through their family relationships (as wives of the 
businessman) [27].

A third reflection is related to the gender reformist policies, more specifically to 
the gender affirmative actions in entrepreneurship taken by the institution associa-
tions of enterprises. In this case we can said that there is not a clear interiorization 
of such policies by these institutions. The motivation is essentially external and is 
often the result of an “outside” imposition of the European Union. The adoption 
of such policies has also an instrumental nature because it centres firstly on the 
access to European Union financial funding and on the economic and unemploy-
ment effects of such policies. They are not intended to give priority and change 
the gender power relations in the entrepreneurship contexts. Such aims are turned 
secondary or ignored in the discourses of the interviewees. So, this exploratory 
study contributes also to call attention to a paradox between the purposes of gen-
der affirmative actions related to entrepreneurship and the lower reflexivity in 
the gender issues of the institutional agents that implemented such policies. It is 
then important to rethink the role of such polices in the promotion of a real gen-
der equality. As written elsewhere [4], if such policies can contribute to force the 
acceptance and entrance of women in such context and provide them some indi-
vidual tools to compete with men in entrepreneurship, it questions their condition 
of otherness and their marginal and secondary positioning. To do that is important 
to put the focus and also to deconstruct the logics of exclusion that are legitimated 
even if involuntarily by those who are interested in promoting the economic partic-
ipation and the employment between women through the entrepreneurship. Maybe 
it would be important to change not women but the conceptions of gender and 
entrepreneurship of the institutional agents and also men that belong and assume 
an active role in these contexts. In this order of ideas, maybe it would be important 
to create training programs to these different players of the entrepreneurial context 
to change their construction of the gender relations.
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Abstract High-performance work practices (HPWP) can help to create an 
 organizational effectiveness and therefore a sustainable competitive advantage in 
firms. Literature shows considerable evidence that these practices are associated 
with firm performance. Besides, organizational flexibility may moderate the rela-
tionship between HPWP and firm performance, and also has a more positive effect 
on firm performance. Our study proposes a research model which analyzes the 
relationships between performance practices, organizational flexibility and firm 
performance. We also try to study the determinants of organizational flexibility as 
the key to compete in turbulent and dynamic environments.

1  Introduction

Research focusing on the firm-level impact of HRM practices has become  popular 
in recent years (for reviews, see [1–5]). In general, Researchers have reported 
 positive associations between measures of firm-level systems of human resource 
management and organizational performance [3, 4, 6–9].

In addition, the literature includes studies that focus on the performance effects 
of specific HRM practices, such as training [10, 11] and information sharing 
[12, 13], and research that examines the influence of systems of such practices 
on organizational outcomes [3, 4, 8, 9]. Although many studies have reported a 
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positive association between various HRM practices and objective and percep-
tual measures of firm performance, some authors [5, 14] have expressed concern 
that results may be biased because of methodological problems. In addition, the 
absence of a widely accepted measure of the “high performance” HRM practices 
construct makes it difficult to compare findings across studies (for examples of 
different approaches, see [1, 3, 4, 7, 9].

A conceptual work has also argued that complementarities, or synergies, both 
among a firm’s HRM practices and between a firm’s HRM practices and its competi-
tive strategy, can have an additional and positive effect on firm performance [15, 16].

2  Objectives

•	 To analyze the importance high performance practices and a positive association 
between various HRM practices and firm performance

•	 To study the determinants of organizational flexibility
•	 To check the association with high performance practices, organizational flex-

ibility and firm performance.

3  Determinants of Organizational Flexibility

Flexibility is the ability of a firm to respond to various demands from its dynamic 
competitive environment [17].

But what determines whether or not an organization is flexible?
It is possible to talk about flexibility in various concepts: numerical flexibility 

[18]. Functional flexibility [19, 20], flexible workforce [21], flexible manufacturing 
systems [9] and organizational flexibility [22].

Research into a firm’s organizational flexibility suggests at least two possible 
sets of determinants of flexibility: first, those determinants concerning a flexible 
structural design [23]; and second, those regarding new managerial capabilities 
required in a flexible firm [24].

Flexible structural design means attaining a structure that allows the flexible 
organization tosucceed under environmental pressure and unpredictability [25–27]. 
Krijnen [28] and Overholt [29] point out that a flexible structure requires decen-
tralization in decision-making, low levels of formalization, a high degree of per-
meability of boundaries, collaborative partnerships, delayering of business units 
and autonomy [30].

The second set of determinants indicated in the literature on organizational 
flexibility are those concerning the new managerial capabilities needed to succeed 
in fast-changing environments. Volberda [24] assert the importance of a broad 
knowledge base and a broad scope of managerial expertise in order to devise 
appropriate responses. The heterogeneity in backgrounds and experiences needed 
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in a flexible firm is related to the need to face competitive environments. More 
hetero geneous managerial expertise may enhance the absorptive capacity of the 
organization for recognizing the need for change [24, 31].

Finally, Sanchez [17] notes that there are two basic types of flexibility: resource 
flexibility and coordination flexibility. Resource flexibility refers to the extent to 
which a resource can be applied to a larger range of alternative uses, the costs and 
difficulty of switching the use of are source from one alternative use to another, 
and the time required to switch from one use to another.

Coordination flexibility consists of the extent to which the firm can resynthe-
size the strategy, reconfigure the chain of resources, and redeploy the resources. 
These types of flexibility are particularly applicable for exploring the concept of 
flexibility in strategic HRM. Wrigth and Snell [32] apply concepts of resource and 
coordination flexibility to HRM practices, employee skills, and employee behav-
iors. In essence, we can broadly conceive of flexibility in strategic HRM as the 
extent to which the firm’s human resources possess skills and behavioral reper-
toires that can give a firm options ior pursuing strategic alternatives in the firm’s 
competitive environment, as well as the extent to which the necessary HRM prac-
tices can be identified, developed, and implemented quickly to maximize the flex-
ibilities inherent in those human resources.

4  High Performance Work Practices: Dimensions

High performance practices [33–35] or high involvement practices [3], are also 
known by some authors as ‘soft’ managements models of human resources [36, 37]. 
These terms essentially refer to the planning of human resources management ori-
ented towards the commitment of the employees, involving the active participation 
of these in decision making and providing the necessary organization support and 
resources [38]. It stems from the idea that the effect produced between capabilities 
and motivation has a multiplying effect on the value created in the organization [39].

There are two principal advantages for organizations in implementing systems 
of human resources management oriented towards performance: firstly, it enables 
the organization to be more effective [33] and secondly, it increases the social 
acceptance of this model in comparison with the traditional taylorist style based on 
strict control and subordination of the employees [40].

Researchers have attempted to determine which best human resources practices 
have generated the best results by grouping non-traditional practices that have 
been increasingly used in companies. Ichniowski et al. [41] cite work flexibility, 
teamwork, contingent remuneration, empowerment, job security, etc., as practices 
that generate the greatest level of commitment among employees.

Marchington and Grugulis [42] presented a model based on the seven practices 
identified by Pfeffer [43] as generating success: job security, selective contracting 
of personnel, teamwork, contingent compensation, extensive training, reduction of 
status differences and transfer of information.
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Implementing all of these human resources practices has a profound impact 
on the employees and the teams because it increases his/her potential, motivation 
and commitment to the company [17], all of which are fundamental elements for 
improving innovation.

The commitment generated within the company makes the employee act in 
a positive manner, which translates into an effective way of achieving organiza-
tional objectives and leads to improved business results [49, 51, 56]. HR Practice 
flexibility are significantly associated with an index of firm performance Besides, 
Literature in HPWP shows considerable evidence that these practices are asso-
ciated with organizational performance [1, 3, 6, 9, 10, 55] because they ren-
der higher levels of motivation, satisfaction, commitment, and production in the 
employees and promote a more effective firm.

5  Effects of Organizational Flexibility Between High 
Performance Practice and Performance

Many scholars agree that moderators and mediators exist between HRM practices 
and firm performance. In a meta-analysis, findings by Combs et al. [59] suggest 
that organizational strategy and context may moderate the relationship between 
HRM and firm performance (Tables 1, 2, 3).

Hage [60], Hage and Aiken [61, 62], Perrow [63], Lawrence and Lorsch [64], 
all of them pointing to the arousal of flexible structures with fuzzy roles and hori-
zontal communication channels (hence, HR practices) whenever the environment 
is sufficiently uncertain and unpredictable.

In one empirical study, Youndt et al. [46] find that organizational manufacturing 
strategy, such as cost strategy, quality strategy, and flexibility strategy, moderates 
the HR practices and firm performance relationship. Combs et al. [59] also suggest 
that employees’ knowledge, skills, and abilities (KSAs) and the social structure act 
as mediators between high performance work practices and organizational perfor-
mance. Guest [36] shows that strategic HRM (SHRM) improves firm performance by 
enhancing employees’ skills and abilities.

Table 1  Determinants of organizational flexibility

Source authors

Flexible structure—“loose structure” • Descentralization in decision-making
• Low levels of formalization
• High degree of permeability of boundaries and  

collaborative partnerships
• Delayering of business units
• High levels of individual and team level
• Autonomy

New managerial capabilities • Heterogeneity
• Broad managerial mindsets

Employee flexibility • Behavior flexiblitity
• Skill flexibility
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Table 2  Principal high performance human resources practices

High performance 
practices

Description Principal authors

Creating positions with 
wide scope

Jobs with a wide scope, low 
horizontal and vertical 
specializations

Schuler and Jackson [44], Capelli 
and Crocker-Hefter [45]

Selective recruitment Defined recruitment and  
selection criteria  
appropriate  to the  
demands of the position. 
Analysis of past, present  
and future conduct

Guest [36], Arthur [6], Pfeffer [43], 
Huselid [3], Youndt et al. [46], 
Roche [47], Bayo and Merino 
[48], Ordiz and Fenández [49], 
Céspedes et al. [50], Beltrán et al. 
[51], Wood and Menezes [52]

Fixed contracting Job stability to avoid  
temporary work

Pfeffer [43], Bayo and Merino [48], 
Ordiz and Fernández [49], Wood 
and Menezes [52]

Extensive training Great importance and  
investment in the training 
and development of the 
employee. Continuous and 
evaluated training of all 
employees. Incentivise skill 
acquisition

Schuler and Jackson [44]

Performance evaluation Evaluation schemes based on 
results

Guest [36], Pfeffer [43], Huselid [3], 
Huselid et al. [8], Capelli and 
Neumark [53], Bayo and Merino 
[48], Richard and Johnson [54], 
Guthrie et al. [55], Roca et al. 
[38], Mohr and Zoghi [56], 
Beltrán et al. [51], Wood and 
Menezes [52]

Contingent compensation Salary policies based on  
individual and group  
results. Reward above the 
market average. Tangible, 
intangible and flexible 
incentives

Guest [36], Arthur [6], Pfeffer [43], 
Huselid [3], Roche [47], Bayo 
and Merino [48], Capelli and 
Neumark [53], Guthrie et al. 
[55], Ordiz and Fernández [49], 
Céspedes et al. [50], Zatzick e 
Iverson [57], Beltrán et al. [51], 
Wood and Menezes [52]

Greater discretion Award the position and all 
its responsibilities to the 
employee in order to  
evaluate conduct and norms 
in the job. Decentralization 
and less vertical 
specialization

Schuler and Jackson [44, 58], Arthur 
[6], Pfeffer [43], Huselid [3], 
Roche [47], Bayo and Merino 
[48], Richard and Johnson [54], 
Guthrie et al. [55], Ordiz and 
Fernández [49], Roca et al. [38], 
Mohr and Zoghi [56]

Internal promotion Provide opportunities for  
professional development 
in the company through a 
formal system of  
professional careers

Arthur [6], Pfeffer [43], Huselid [3], 
Roche [47], Bayo and Merino 
[48], Richard and Johnson [54], 
Guthrie et al. [55], Roca et al. 
[38], Ordiz and Fernández [49], 
Mohr and Yoghi [56]

(continued)
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Other researchers have shown that flexibility in other functional areas of the 
firm, such as operational flexibility, product customization, and resource flexibility 
is related to increased firm performance [9, 65–68], HR flexibility and its possible 
contribution to firm performance and competitive advantage.

Our proposal is that further organizational flexibility, has a moderating role and 
also has a more positive effect on firm performance.

Table 2  continued

High performance 
practices

Description Principal authors

Teamwork Incentivize and promote  
teamwork, employee  
commitment and Little  
job rotation

Arthur [6], Pfeffer [43], Huselid 
et al. [8], Bayo and Merino 
[48], Capelli and Neumark 
[53], Richard and Johnson [54], 
Guthrie et al. [55], Zatzick e 
Iverson [57], Mohr and Zoghi 
[56]

Shared information Open and shared information  
systems for all members  
of the organization

Guest [36], Arthur [6], Pfeffer [43], 
Huselid et al. [8], Roche [47], 
Capelli and Neumark [53], Bayo 
and Merino [48], Richard and 
Johnson [54], Guthrie et al. [55], 
Ordiz and Fernández [49], Roca 
et al. [38], Zatzick e Iverson 
[57], Mohr andZoghi [56], Wood 
and Menezes [52]

Job security High levels of job security. 
Specialized staff to  
improve job security

Schuler and Jackson [44, 58]

Source authors, based on Martí [69]

Table 3  High performance practice, organizational flexibility and performance

Creating positions 
Selective 

recruitment 
Fixed contracting 
Extensive training 

Performance 
evaluation 
Contingent 
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structure 
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6  Conclusions

Literature suggests that HR flexibility is a dynamic capability facilitating a firm’s 
rapid response to changing environments. High performance practices are posi-
tively related to firm performance. Flexible structure or “loose structure”, new 
managerial capabilities and Employee flexibility has a moderating role and also 
has a more effect on firm performance.

References

 1. Appelbaum, E., & Batt, R. (1994). The new American workplace: Transforming work sys-
tems in the United States. Ithaca: ILR Press.

 2. Berg, P., Appelbaum, E., Bailey, T., and Kalleberg, A. (1994). The performance effects of 
modular production in the apparel industry. Working Paper. Washington, DC: Economic 
Policy Institute.

 3. Huselid, M. A. (1995). The impact of human resource management practices on turnover, produc-
tivity, and corporate financial performance. Academy of Management Journal, 38, 635–670.

 4. Ichniowski, C., Shaw, K., and Prennushi, G. (1994). The effects of human resource manage-
ment practices on productivity. Working Paper. New York: Columbia University.

 5. Wagner, J. A. (1994). Participation’s effect on performance and satisfaction: A reconsidera-
tion of research evidence. Academy of Management Review, 19, 312–330.

 6. Arthur, J. B. (1994). Effects of human resource systems on manufacturing performance and 
turn—over. Academy of Management Journal, 37, 670–687.

 7. Cutcher-Gershenfeld, J. (1991). The impact on economic performance of a transformation in 
industrial relations. Industrial and Labor Relations Review, 44, 241–260.

 8. Huselid, M. A., & Becker, B. E. (1994). The strategic impact of human resources: Results 
from a panel study. Working Paper. New Brunswick, NJ: Rutgers University.

 9. MacDuffie, J. P. (1995). Human resource bundles and manufacturing performance: Flexible 
production systems in the world auto industry. Industrial and Labor Relations Review, 48, 
197–221.

 10. Bartel, A. P. (1994). Productivity gains from the implementation of employee training pro-
grams. Industrial Relations, 33, 411–425.

 11. Knoke, D., & Kalleberg, A. L. (1994). Job training in U.S. organizations. American 
Sociological Review, 59, 537–546.

 12. Kleiner, M. M., & Bouillon, M. L. (1988). Providing business information to produc-
tion workers: Correlates of compensation and profitability. Industrial and Labor Relations 
Review, 41, 605–617.

 13. Morishima, M. (1991). Information sharing and firm performance in Japan. Industrial 
Relations, 30, 37–61.

 14. Levine, D., & Tyson, L. D. (1990). Participation, productivity, and the firm’s environment. In A. 
S. Blinder (Ed.), Paying for Productivity (pp. 183–244). Washington: Brookings Institution.

 15. Baird, L., & Meshoulam, I. (1988). Managing two fits of strategic human resource manage-
ment. Academy of Management Review, 13, 116–128.

 16. Milgrom, P., & Roberts, J. (1995). Complementarities and fit: Strategy, structure, and organi-
zational change in manufacturing. Journal of Accounting and Economics, 19, 179–208.

 17. Sanchez, R. (1995). Strategic flexibility in product competition. Strategic Management 
Journal, 16, 135–159.

 18. Atkinson, J., & Meager, N. (1986). Is flexibility just a flash in the pan? Personnel 
Management, 18(9), 26.



132 M. Rubio-Andrés and S. Gutiérrez-Broncano

 19. Smith, V. (1994). New forms of work organization. Annual Review of Sociology, 23, 315–329.
 20. Hunter, L., McGregor, A., MacInnes, J., & Sproull, A. (1993). The “flexible firm”: Strategy 

and segmentation. British Journal of Industrial Relations, 31, 387–407.
 21. Dastmalchian, A. (2001). Workplace flexibility and the changing nature of work: An intro-

duction. Revue Canadienne de Sciences del’ Administration, 18, 1–4.
 22. Teece, D. J., Pisano, G., & Shuen, A. (1997). Dynamic capabilities and strategic manage-

ment. Strategic Management Journal, 18, 509–533.
 23. Englehardt, C. S., & Simmons, P. R. (2002). Organizational flexibility for a changing world. 

Leadership and Organization Development Journal, 23, 113–122.
 24. Volberda, H. W. (1999). Building the Flexible Firm. Oxford: Oxford University Press.
 25. Ackoff, R. L. (1977). Towards Flexible Organizations: A multidimensional design. OMEGA, 

5, 649–662.
 26. Eppink, J. (1978). Planning for strategic flexibility. Long Range Planning, 11, 9–15.
 27. Foss, N. J. (2003). Selective intervention and internal hybrids: Interpreting and learning 

from the rise and decline of the Oticon Spaghetti Organization. Organization Science, 14, 
331–349.

 28. Krijnen, H. C. (1979). The flexible firm. Long Range Planning, 12, 63–75.
 29. Overholt, M. H. (1997). Flexible Organizations: Using organizational design as a competitive 

advantage. Human Resources Planning, 20, 22–32.
 30. Palmer, I., Benveniste, J., & Dunford, R. (2007). New organizational forms: Towards a gen-

erative dialogue. Organization Studies, 28(12), 1829–1847.
 31. Calori, R., Baden-Fuller, C., & Hunt, B. (2000). Managing change at Novotel: Back to the 

future. Long Range Planning, 33, 779–804.
 32. Wrigth, P. M., & Snell, S. A. (1998). Toward a unifying framework for exploring fit and flex-

ibility in strategic human resource management. Academy of Management Review, 23(4), 
756–772.

 33. Lawler, E. E. (1992).The ultimate advantage: Creating the High-Involvement Organization. 
San Francisco: Jossey-Bass.

 34. Walton, R. E. (1985). From control to commitment in the workplace. Harvard Business 
Review, 63, 77–84.

 35. Wood, S. Albanase, M. T. (1995). Can we speak of a high commitment management on the 
shop floor?. Journal of Management Studies, 32, 215–247.

 36. Guest, D. E. (1987). Human resource management and industrial relations. Journal of 
Management Studies, 24(5), 503–521.

 37. Truss, C., Gratton, L., Hope-Hailey, V., McGovern, P., & Stiles, P. (1997). Soft and hard 
models of human management: A reappraisal. Journal of Management Studies, 34, 53–73.

 38. Roca Puig, V., Escrig Tena, A. B., & Bou Llusar, J. C. (2002). Compromiso con los emplea-
dos y estrategia competitiva: Un análisis intersectorial de su repercusión en los resultados” 
Cuadernos de Economía y Dirección de la Empresa, 12, 267–289.

 39. Ulrich, D. (1998). Intellectual capital = competence × commitment. Sloan Management 
Journal, 4, 15–26.

 40. Sashkin, M. (1984). Participative management is an ethical imperative. Organizational 
Dynamics, 12(4), 5–22.

 41. Ichniowski, C., Kochan, T. A., Levine, D., Olson, C., & Strauss, G. (1996). What works at 
work: Overview and assessment. Industrial Relations, 35, 332–352.

 42. Marchington, M., & Grugulis, I. (2000). Best practice human resource management: 
Perfect opportunity or dangerous illusion? The International Journal of Human Resource 
Management, 11(6), 1104–1121.

 43. Pfeffer, J. (1994). Competitive advantage through people. California Management Review, 
36(2), 9–28.

 44. Schuler, R. S., and Jackson, S. E. (1987a). Linking competitive strategy with human resource 
management practices. Academy of Management Executive, 1(3), 207–219.



133Influence of Organizational Flexibility in High Performance Work Practices 

 45. Cappelli, P., and Crocker-Hefter, A. (1996). Distinctive human resources are firm score com-
petencies. Organizational Dynamics, 24(3), 7–22.

 46. Youndt, M. A., Snell, S. A., Dean, J. W, Jr, & Lepak, D. P. (1996). Human resource manage-
ment, manufacturing strategy, and firm performance. Academy of Management Journal, 39, 
836–866.

 47. Roche, W. K. (1999). In search of commitment-oriented human resource management prac-
tices and the conditions that sustain them. Journal of Management Studies, 36, 653–678.

 48. Bayo, A., & Merino, J. (2001). Quality management and high performance work practices: 
Do they coexist? International Journal of Production Economics, 73(3), 251–260.

 49. Ordiz Fuertes, M., & Fernández Sánchez, E. (2003). High-involvement practices in human 
resource management: Concept and factors that motive their adoption. International Journal 
of Human Resource Management, 14(4), 511–529.

 50. Céspedes, J. J., Jerez, P., & Valle, R. (2005). Las prácticas de Recursos Humanos de Alto 
Rendimiento y la capacidad de aprendizaje organizativo: Incidencia e implicaciones. 
Cuadernos de Economía y Dirección de la Empresa, nº 24, pp.29–56.

 51. Beltrán M., I., Roca P., V., Escrig T., A., & Bou L., J., C. (2008). Human resource flexibility 
as a mediating variable between high performance work systems and performance. Journal 
of Management, 34(5), 1009–1044.

 52. Wood, S., and de Menezes, L. M. (2008). Comparing perspectives on high involvement 
management and organizational performance across the British economy. The International 
Journal of Human Resource Management, 19(4), 639–682.

 53. Capelli, P., & Neumark, D. (2001). Do high-performance work practices improve establish-
ment level outcomes?. Industrial and Labour Relations Review, 54(4), 737–775.

 54. Richard, O. C., and Johnson, N. B. (2001). Strategic human resource management effective-
ness and firm performance. The International Journal of Human resource Management, 12, 
299–310.

 55. Guthrie, J. P., Spell, C. S., & Nyamori, R. O. (2002). Correlates and consequences of high 
involvement work practices: The role of competitive strategy. International Journal of 
Human resource Management, 13(1), 183–197.

 56. Mohr, R. D., & Zoghi, C. (2008). The high-involvement work design and job satisfaction. 
Industrial and Labor Relations Review, 61(3), 275–296.

 57. Zatzick, C. D., & Iverson, R. D. (2006). High-involvement management and work force 
reduction: Competitive advantage or disadvantage? Academy of Management Journal, 49(5), 
999–1015.

 58. Schuler, R. S., and Jackson, S. E. (1987b). Organizational strategy and organization level as 
determinants of human resource management practices. Human Resource Planning, 10(3), 
125–141.

 59. Combs, J., Liu, Y., Hall, A., & Ketchen, D. (2006). How much do high-performance work 
practices matter? Ameta-analysis of their effects on organizational performance. Personnel 
Psychology, 59, 501–528.

 60. Hage, J. (1965). An axiomatic theory of organizations. Administrative Science Quarterly, 
10(3), 289–320.

 61. Hage, J., & Aiken, M. (1969). Routine technology, social structure, and organization goals. 
Administrative Science Quarterly, 14(3), 366–376.

 62. Hage, J., & Aiken, M. (1970). Social change in complex organizations. New York: Random 
House.

 63. Perrow, C. (1967). A framework for the comparative analysis of organizations. American 
Sociological Review, 32(2), 194–208.

 64. Lawrence, P. R., & Lorsch, J. W. (1967). Organization and Environment. Boston: Harvard 
University, Graduate School of Business Administration.

 65. Garud, R., and Kotha, S. (1994). Using the brain as a metaphor to model flexible production 
systems. Academy of Management Review, 19, 671–698.



134 M. Rubio-Andrés and S. Gutiérrez-Broncano

 66. Parthasarthy, R., and Sethi, S. P. (1993). Relating strategy and structure to flexible automa-
tion: A test of fit and performance implications. Strategic Management Journal, 14, 529–549.

 67. Rangan, S. (1998). Do multinationals operate flexibly? Theory and evidence. Journal of 
International Business Studies, 29, 217–237.

 68. Thomke, S. (1998). Agile product development: Managing development flexibility in uncer-
tain environments. California Management Review, 41(1), 8–30.

 69. Martí, N. (2008). High Commitment Human Resource Practices in Spanish Call Centres. 
Nature, Sources and Effects on Voluntary Turnover. Thesis Doctoral Universitat Rovirai Virgili.



135

Abstract Professional identities can be challenged by radical organisational 
change. This chapter suggests that this is especially the case when the change is 
ideologically driven such as New Public Management (NPM) in health reforms. It 
submits that concern to achieve greater efficiency through economies of scale and 
mergers between hospitals and services has displaced limits to these in the sphere 
of production. The chapter relates this to Kleinian projective identification of mar-
ket values and displacement and denial of realties in NPM reforms. It also shows 
from in depth discourse and its analysis with health professionals in two major 
European hospitals whose services have been merged by NPM reforms that rec-
ognising differences in professional identities and allowing relative autonomy for 
them at operational levels is needed for both economic efficiency and also social 
efficiency in terms of the wellbeing of health professionals and of patients.

1  Introduction

Major organizational change not only can challenge professional identities and 
roles but may intend to do so. As was the case with New Public Management 
(NPM) in the UK [1–3] which drew on claims that health professionals needed 
recognise the case for ‘quasi-markets’ and private sector performance criteria to 
achieve greater efficiency in its National Health Service. Yet also may prove 
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dysfunctional in terms of both economic and social efficiency where the former 
concerns cost reduction and the latter concerns both the wellbeing of the pub-
lic and of health professionals in delivering an efficient health service. Whereas, 
a more recent approach such as that of Osborne, Radnor, and Nasi [4] known as 
New Public Service Management (NPSM) has been trying to redress this. While 
others such as Brown and Yates [5] have submitted that effective reforms of pub-
lic services should combine an overall design with more empowerment and more 
autonomous decision-making at operational levels.

This chapter first addresses this in relation to the difference between  institutional, 
organisational and operational logics in health reforms and the limits of draw-
ing on paradigms of work organization from the sphere of production which were 
stressed by Oliveira and Holland [6] and recently have been paralleled and extended 
by Osborne Radnor and Nasi [4]. Second, it submits that the drive for market crite-
ria and values may be ideologically driven in a manner that projectively identifies 
people with capital, displaces the role of knowledge, experience and skills, and may 
deny that NPM style reforms are not delivering their intended results. Third, it relates 
this also to issues concerning professional identities and the degree to which treat-
ing health professionals as factors of production fails to recognise the diversity of 
such knowledge, abilities and skills and the need for NPSM style reforms to achieve 
a degree of relative autonomy at operational levels for them to be able to deploy them 
effectively. Fourth, it cites challenge to professional identities by NPM reforms in a 
southern European country, which has projectively identified with the UK NPM case 
while less than consciously displacing that this can be dysfunctional in terms of both 
economic and social efficiency. It then draws some findings, discussion of the find-
ings implications for further research into New Public Service Management (NPSM).

2  Institutions, Organizational Change and Logics

Throughout Western Europe there is increasing demand for health services with 
ageing populations at the same time as governments are seeking to reduce the 
costs of health provision by the introduction of ‘quasi-markets’ [1–3] on the pre-
sumption that these also will enhance both patient choice and social equity [7].

However, within the explicit logic of seeking to achieve greater economic effi-
ciency are implicit logics that rarely are surfaced in debates on NPM. Such that 
seeking quasi-markets on the presumption of gains from economies of scale—
more of the same—displaces economies of scope—more with the same. This is 
paralleled in the sphere of production by the difference between Ford’s mass pro-
duction and Taylor’s ultra division of labour and post Fordism in the sense of the 
Toyota production model [8–10].

The Ford-Taylor synthesis initially gained spectacular success. Within a few 
years Ford was producing more than half of the world’s motor vehicles and, in 
the interim, eliminated more than 300 craft producers of them in the US. Yet its 
management model was top-down, and inflexible. Ford could not delegate, nor 
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was prepared to consider improvements to his Model T, or the case that it should 
have any colour other than black. A few surviving producers in the US then were 
regrouped in General Motors where an accountant, Alfred Sloan, created a multi-
divisional management model [9, 11, 12].

Yet which then succumbed to an inertial organisational logic in assuming that 
this combined with Ford’s economies of scale and Taylor’s ultra-division of labour 
was the height of organisational efficiency and, like Taylor’s ‘one best way’, could 
not be improved. Whereas it was not. A small Japanese company which was on the 
brink of failure after WW2 came to overtake GM as the world’s no 1 vehicle pro-
ducer by combining economies of scope and flexible, skill based production with 
what it later achieved in terms of economies of scale [8].

Within which there are parallels with what NPM has been aiming to achieve in 
health services, which has been based on presuming to achieve Fordist economies 
of scale while neglecting the degree to which there both are differences between 
economies of scale and of scope, and between the sphere of production in the pri-
vate sector, and the aims of a social service such as health provision in the pub-
lic domain [4, 13]. These also can be expressed in terms of different institutional, 
organisational and operational logics.

Thus a national health service is an institution in which a government lays 
down norms, protocols and rules concerning professional roles, patient care and 
economic performance. The institution is pyramidal ranging from finance min-
istries as well as health ministries, through regional health authorities and health 
areas to local practice. A hospital is an organisation closer to the multi-divisional 
model by which Sloan at General Motors overcame Ford’s own refusal to delegate. 
Just as large companies are organised in production, finance, marketing, sales and 
other divisions, so hospitals are organised in departments. Each tends to have its 
own operating theatre, its own diagnostic unit, its own research, its own wards and 
its own nursing and other technical medical staff [10].

However, while Sloan endorsed Taylor’s [14] task specialisation for managers 
and line workers, health professionals in a major and complex organisations such 
as a general or teaching hospital are multi-tasked and need to be multi-skilled. 
With only a few exceptions, which may include anaesthetics, specialisation in hos-
pitals tends to be intra-departmental. Gynaecology and cardiac surgery may share 
some techniques and technologies, but are not identical. Their specialists need to 
be near the frontier of knowledge in their area. In a good teaching hospital, they 
will be on or advancing the frontier of best practice.

Such specialisation and the range of different tasks and skills within a  hospital 
suggests the case for relative autonomy of decision-making similar to that of a hold-
ing company rather than the hierarchical top-down single model design and perfor-
mance assessment presumed by New Public Management [15]. Such a hierarchical 
design underlay the introduction of NHS reforms in the UK, with increased concern 
with economic performance in terms of reducing unit costs, bringing in managers 
with private sector experience at regional and area levels and introducing new lay-
ers of supervisory management to monitor performance on the grounds that health 
 professionals were self-interested and could not be trusted [16].
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There also is a presumption in some other countries that the New Public 
Management reforms in the UK NHS (and, since devolution, in England) offer 
a template for change management. There is less awareness outside the UK that 
these have revealed conflicting rationalities between government insistence on 
more market criteria in health provision and opposition to this from health profes-
sionals, or that criticism of the reforms for lack of consultation on how they have 
been introduced has been persistently voiced by the British Medical Association, 
the Royal College of Nurses; the Royal College of General Practitioners and the 
Royal College of Midwives [6, 13, 17, 18].

The explicit logic of the reforms had been to devolve responsibility and increase 
efficiency by privatising or out-sourcing services. But their implicit logic has been 
Weberian in terms of pyramidal top-down authority, Fordist in its preoccupation to 
increase patient throughput to reduce unit costs, and Taylorist in terms of constant 
surveillance of performance criteria and outcomes [19]. While the outcome, with 
increased layers of supervisory management, has not reduced but trebled adminis-
trative costs as a share of total costs from under 5 % to over 14 % [18].

More recently, Osborne, Radnor, and Nasi [4] have argued that NPM is not fit 
for purpose, submitting that it contains two fatal flaws. First, that it focuses on 
intra-organizational processes when the reality of public services delivery is inter-
relational. Second, that it draws upon management theory derived from the pro-
duction experience of the manufacturing sector and which ignores differences 
between this and public and social services. They submit that health care, educa-
tion, community development and regeneration, for example, are not concerned 
with final product delivery such as of a car or a household good, but are relational, 
interactive and ongoing between people, and therefore need different institutional 
and organisational logics.

3  Market Values and Social Values

Different institutional logics in New Public Management (NPM) also relate to dif-
ferent perceptions of market values and social values. These are stylised in Fig. 1. 
The figure distinguishes explicit market values from implicit social values.

On its left, the closer one ‘gets to market’ the more explicit is an exchange rela-
tionship, as with a contract to buy or sell, or of employment. The more one is con-
cerned with property rights, the more explicit are the terms and conditions of such 
rights, again in formal contracts. The value of human and social rights also may 
be explicit, as in codes of conduct against ethnic or gender discrimination, or a 
charter of universal rights, such as the UN Charter of Human Rights and the right 
to wellbeing in the sense of the UNDP criteria of health, longevity, education and 
standard of living. But it is characteristic of social values that they tend to be tacit 
and implicit in norms of behaviour rather than rules, protocols or codes, nor reduc-
ible to a single value, such as economic efficiency rather than social welfare and 
wellbeing.
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Sen’s approach to welfare and values parallels this. What he proposed instead 
is the need to recognise a plurality of values [20] and making way for ‘a variety 
of human acts and states as important in themselves’ [21, p. 33]. This includes not 
only hedonism in the sense of pleasure rather than only self-gratification but the 
Aristotelian principle of eudaimonia or purposeful living, which is consistent with 
Rousseau’s stress on overcoming individual, social and political alienation [22] 
and what Riesman [23] has distinguished as self-direction rather than other-direc-
tion. What we are suggesting in line with this is the following:

•	 Market values sanction inequality, and tend to promote it. Human value relates 
centrally to issues of equity and of procedural and distributive justice, as in the 
manner stressed by Sen [24].

•	 Shared social values enable functional societies and may enhance capabilities 
[24], whereas lack of them may prove dysfunctional.

•	 Social value has its own implicit logic in terms of tacit rules and implicit norms 
of behaviour [13] rather than is explicit in the manner of market exchange.

•	 There is social value for functional psychological and social contracts and dysfunc-
tion from breach of them as submitted by Denise Rousseau and others [25–29].

•	 Institutions which have social use value, such as that public health services, may 
be of more valued both by the public and for their providers when they are not 
centrally market based or profit driven.
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Fig. 1  Market domains and social domains [9]
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4  Projective Identification of Market Values

Most of the proposals for New Public Management have neglected such a  plurality 
of values. Thus Margaret Thatcher, who initiated them in the UK, had been 
strongly influenced by Milton Friedman claiming that markets are more efficient 
than governments; that they will maximise social welfare through self-interest; that 
deregulation is the basis of a free society, and that this is enhanced by widening 
consumer choice [30–32]. This was typified by her claims that ‘there is no such 
thing as society’, that ‘there is no such thing as public money; there is only taxpay-
ers’ money’ [33] and her concern to ‘roll back the frontiers of the State’ [34].

Behind which, in turn, there also was a deeply ideological approach favouring 
market rather than social values. This was projected by several economists in the 
Department of Economics of the University of Chicago of which Friedman was 
a member and in which his claims for precedence of market over social values 
were highly influential. It included Chicago’s Gary Becker re-designating invest-
ment in people as ‘human capital’. As a metaphor ‘human capital’ has gained as 
near universal currency as Smith’s invisible hand which he cited only once in his 
Wealth of Nations [35] and displaces that his central concern was not with market 
values—though recognising efficiency gains from markets—but with the welfare 
of the whole of society [9, 36, 37].

Becker has claimed that if politicians do not refer to it they do not get elected 
[38]. They may be less aware that he also claimed that slavery was the only market 
that accurately priced it (idem). Nor that in order to correlate such ‘human capital’ 
investment in education with later employee income, Becker needed a range of in 
human assumptions such as that ‘all workers are identical’ (ibid. p. 301). Without 
this he could not attribute differences in earning trajectories entirely to the differ-
ent investment costs of secondary and higher education. Whereas assuming that 
all workers are identical denies the differences in personality, skill or experience 
which individuate people [19].

Becker [38] declined to value or measure experience despite its importance for 
employers, who rank it highly both in selection and employment since he found ‘too 
difficult to measure’ and therefore did not try. He disregarded any education or training 
that neither is formally structured, nor involves financial investment. He also presumed 
diminishing returns from investment in ‘human capital’ (ibid. p. 312) despite the 
degree to which learning from work and life experience may increase over time [13].

Becker further neglected the degree to which different methods of work organi-
sation may facilitate or frustrate operational or organisational learning. He implic-
itly assumed non-learning organisations as his organisational paradigm, in which 
it is formal education, R&D, technology and a high division of labour determines 
output per worker. As he puts it: ‘[t] he growth in capital depends on investments 
in new technologies, basic research and human capital’ [39, p. 311]. Yet by exclud-
ing experience and informal on-the-job training, he thereby made no allowance for 
factors which may be centrally important to informal skill acquisition, insight and 
innovation in a ‘knowledge economy’ or a ‘learning organisation’.
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Presuming to advance on Becker, theorists of intellectual capital such as 
Edvinsson and Sullivan [40] and Stewart [41] presume a range of inputs to 
what they deem to be ‘intellectual capital’ including investment costs in formal 
education, as with Becker, and also ‘outputs’ such as patents and licences regis-
tered by an organisation. They then formalised this as follows in claiming that 
Intellectual Capital (IC) = Human Capital (HC) + Structural Intellectual Capital 
(SIC) + Relational Intellectual Capital (RIC).

But, deconstructing the abstractions of these presumed ‘Capitals’, reveals that 
the advocates of these concepts consistently identify them as follows:

IC Knowledge, abilities, skills and experience
HC Individual knowledge, abilities, skills and experience
SIC Knowledge, abilities, skills and experience within an organisation
RIC Knowledge, abilities, skills and experience between organisations.

Granted this consistent claim for knowledge, abilities, skills and experience, 
there is no analytic, methodological or taxonomic justification to designate them 
as capital. These are human attainments and attributes, and those who deploy them 
in organisations are labour, nor capital [6].

Yet within this there was another agenda. For instance, Edvinsson and Sullivan 
[40] and Stewart [41, 42] have claimed that intellectual capital is ‘knowledge 
which can be converted into value’ where the value they intended is not for society 
but for shareholders. Which is consistent with the ideological shift since the 1980s 
from a presumption that a national health service should be for society and based 
on social values rather than market values.

Moreover, as Arnold and Cohen [43] have observed, while metaphor has poten-
tial to provoke new understandings, ‘some metaphors become so diffuse that they 
cease to be valuable as heuristic devices’ [43, ibidem, p. 11]. A metaphor such as 
‘human capital’ can be a simulacrum in the sense of ‘a thing having the appear-
ance but not the substance or proper qualities of something; a deceptive imitation 
or fetishism as in an ‘image or representation of a thing, especially a god’ (Oxford 
Shorter Dictionary).

Metaphors also, in terms of Melanie Klein’s [44–46] conceptual frame-
work, may combine displacement and denial with idealised—but ungrounded— 
projective identification. For Klein this meant splitting what is perceived to be 
good from what is perceived or sensed to be bad, and projecting either onto some-
one or something else. She developed this in the context of child psychology yet 
this later was seen by several psychologists to be relevant to splitting from and 
denial of any unwelcome realities.

Thus Schneider [47] presciently related splitting and projective identification 
to behaviour on markets, of which an example is rating agencies splitting from 
recognition that subprime and other financial derivatives could be toxic and pro-
jecting them as safe as government bonds. Dinnerstein [48] has extended Kleinian 
splitting in terms of ‘splits between heart and head, feeling and reason, private and 
public and where ‘private is deemed good and public bad’ which is precisely what 
Friedman and the Chicago school have projected.
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5  Professional Identities and Psychological and Social 
Contracts

As modelled in Fig. 2, an individual’s professional identity, whether as a doctor, 
nurse, teacher, lawyer or accountant is influenced by interrelated factors including 
not only professional training, professional status and professional roles but also 
societal expectations. Yet, as with social values (Fig. 1) such identity cannot be 
captured only by explicit criteria. It also tends to depend on tacit rules and implicit 
norms of professional behaviour [13].

Further, in terms of ‘enacted identities’ Van den Berg, Richardson and Eastman 
[49] have argued that institutional norms and practices are not operationally mean-
ingful until the individual perceives them as something important to her or his 
‘well-being’. Contextual influences on individual choices are explicit or implicit 
in people’s narratives [50, pp. 234]. In such narratives individuals and groups may 
use discourse that symmetrises, at varying levels of consciousness [51] with the 
values and norms of their work environment [52–54].

Bowen and Ostroff [55], Nishii and Wright [56] and Nishii, Lepak and 
Schneider [57] have stressed that current perceptions relate to prior personal dis-
positions and values—i.e. who we have become from earlier life and work expe-
rience—while Grant and Hofmann [58] recognise that interpersonal dynamics 
influence social expectations and role redefinition.

Bourdieu [59] has distinguished dispositional, situational, practical and norma-
tive logics in his concept of ‘habitus’. Thus a dispositional logic concerns what we 
are disposed to think or want, a situational logic where we are and the constraints 
this may impose on when we either speak out or choose to remain silent, while a 
practical logic is how things are done, and a normative logic how it is presumed 
that they ought to be done. Yet none of which may be explicit rather than implicit 
not least in group behaviour [60].

Functional groups also rely on implicit trust, which relates to concepts of 
psychological contract. Schein [61] conceptualised this as the how people are 

Fig. 2  Society, Professional 
Associations and professional 
identity, own elaboration
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committed to an organisation depends on their implicit expectations of what it will 
give them, and what they owe to it, and whether this is matched by its expectations 
of what it will give in return. Denise Rousseau [25, 26, 62] with others [e.g. 28, 
29], has focused on perceptions of breach of psychological contract by an individ-
ual employee rather than a group. Yet, consistent with Bartlett’s [60] stress that the 
group is the basis of knowledge formation, such breach can be perceived jointly at 
group levels, such as professional groups, especially if what is being demanded of 
them by higher management, or by a government, comes to be perceived as under-
mining their personal and  professional values.

Inversely, Denise Rousseau’s more renowned namesake, Jean-Jacques 
Rousseau [22] focused on the conditions by which a group or small society could 
achieve positive outcomes from a social contract. He wanted this to be written, so 
that there could be a term of reference for those who later might come to ques-
tion it. But he also recognised that the dialogue that could promote it would iden-
tify and surface what otherwise were tacit values, stressing dialogue as a means 
of surfacing what people knew they valued but had not made explicit [22]. This 
was long before the more recent theory of surfacing tacit knowledge in manage-
ment theory [63, 64]. John Locke also allowed that a social contract could involve 
tacitly allowing the exercise of power by others unless they abused it [65]. Which 
arguably has been the case in the imposition, without dialogue, of market criteria 
and market values into national health services in a manner that health profession-
als perceive to be displacement and denial of their personal values and profes-
sional identities.

6  The Case Study

6.1  Research Context

The case study was with doctors and nurses in three hospitals in one urban area 
which the government in 2011 had insisted should merge on presumption of 
thereby achieving economies of scale. The largest (teaching) hospital would inte-
grate what formerly were 42 different management areas, services and units into 
7. A medium sized general hospital would need in due course to close its emer-
gency unit and related services. A third paediatric hospital would gain new larger 
premises but also be integrated in the new administrative framework rather than 
retain its former autonomy. This was within the national context that the gov-
ernment, in May 2011, introduced a range of new criteria to monitor the perfor-
mance of health professionals much on the lines of NPM in health and hospital 
reforms in the UK. The three merged hospitals, which served the central region of 
the country, would integrate some 8,000 health professionals and administrators 
(1,800 doctors; 2,700 nurses; 40 administrators and 3,460 technical, administra-
tive and auxiliary staff).
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6.2  Data Collection

The collection on a socio-cognitive basis was informed by grounded theory 
principles [66]. As a method developed among others by Charmaz [67, 68], and 
Henwood and Pidgeon [69], it involves observation, as well as discourse analysis. 
While the interviews were not a spoken questionnaire they involved a series of 
opening questions relating to the introduction of NPM. The interviews addressed 
four main questions: (1) What are the main changes that have taken place in the 
organization over the past two years that have affected how you do your work? 
(2) To what do you attribute these changes? (3) What has been the impact of these 
changes on your ability to provide a high quality of service to patients? (4) How 
have the changes affected you personally and your well-being at work?

6.3  Data Analysis

Each interview, of from 45 top 90 min, with 18 senior doctors, most of whom 
were heads of services and units, and with 16 chief nurses, was fully audio-
recorded. Interview transcripts were analysed on a template basis for qualitative 
analysis and the evolution of data driven concepts [67–70].

7  Findings

•	 Top-down reorganisation

Understandably a senior administrator was enthusiastic about the reorganisation 
and the manner in which this enabled fortnightly meetings of the heads of only 
seven services or management areas.

These Management Areas meet every other week with the Council of Administration 
(Management Board) in a manner which enables an ongoing overview of the hospital. 
This is very positive.
Now, for example, we are able to contract with the management areas, in meetings with 
all the service directors. With this, we are beginning to see what really can be done at the 
first, second and third levels. Not only in terms of personalising services, but including 
them such a way we can integrate better.

Director of the teaching hospital

It also was recognised by medical directors that top-down overview was needed 
not only of one hospital but of several hospitals in a region.

Demography is variable and there is a desertification in some areas. If there is not an over-
view of what different hospitals are doing, no one knows well what is being done where. 
There is duplication between adjacent hospitals … while in others there is out-contracting 
of services which could be internalised.

Directorof a unit within the teaching hospital
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There also were different perceptions of alleged gains from mergers of hospitals 
and economies of scale.

We are smaller than the teaching hospital and they are going to close our emergency ser-
vice. But it is more accessible both because it is closer to local people and, because it is 
smaller, I could deal with an emergency in minutes, whereas the teaching hospital has an 
emergency staff of 100 people, but with a triage system that means that if you are a non-
critical emergency you may have to wait for hours to be assessed.

Former Clinical Director of the General Hospital

Instead of treating people here and now we are shuttling them between the three hospitals 
in ambulances taking time and raising costs that in many cases are not needed.

Former Clinical Director of the General Hospital

There are cultural differences that relate also to the quality of the service. For instance, 
we not only are smaller than the teaching hospital but our whole approach has been more 
multi-disciplinary, which has gains for the quality of diagnosis and treatment.

Director of Audio-Visual Services of the General Hospital

The merger of different hospitals implies that there should be can integration of speciali-
zations. But on some days children are operated on in the teaching hospital and on others 
in the paediatric hospital… It’s all very disorganized and we no longer know who is man-
aging whom.

Nurse in the Paediatric Hospital

The main change is in professional roles. It used to be the case that anyone in paediatrics 
specialised in dealing with children. He or she was a paediatrician. Now I have specialists 
from the main hospital who have different training and experience. I need to make them 
aware that dealing with children is different and this is difficult.

Senior Doctor in the Paediatric Hospital

•	 Reinforced rather than reduced bureaucracy

It also was recognised by some medical directors that there was a case for the 
merger of the three hospitals in the local area:

It makes sense to merge when you have a hospital near to another one of which is short of 
beds and the other has spare capacity.

Director of a main unit within the teaching hospital

But medical directors also were emphatic that the reorganisation of a hospital into fewer 
units did not redress whether such reorganisation still was bureaucratic to a degree 
which inhibited either economic or social efficiency. As one medical director put it:

The bureaucracy and time wasting claimed to be needed for cost control is unbelievable. 
If I need even a simple item like a cover for an examination table I can need fourteen dif-
ferent signatures for approval even before the order is made.

Also that:

Some elementary principles are ignored, such as bulk purchasing or not realising that a 
drug company is simply re-pricing and rebranding a product rather than offering some-
thing that has clinical value.
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And that:

Central control of costs can raise them because the people concerned have no idea of 
what is needed for clinical safety. For example, I am obliged to order new surgical instru-
ments when practice has shown that their sterilisation can mean their re-use without 
patient risk.

Doctor in the cardiac unit of the teaching hospital

Which also was echoed by nurses:

If we want to solve even a relatively simple management problem we have to wait for 
an immense amount of time while its implications are worked out for all three hospitals. 
Previously, one just picked up a phone.

Nurse in the Paediatric Hospital

In the new framework it not only is very difficult to get responses quickly… In many 
cases we don’t know who is managing us.

Nurse in the Paediatric Hospital

Medical directors also deplored that centralised decision-making was reducing 
autonomy in decision-making.

What is needed is delegation of competences and responsibilities in areas such as con-
tracting personnel, and to give rewards and incentives.

Senior Doctor in the radiology unit of the teaching hospital

•	 Technical progress, costs and social efficiency

Senior doctors also stressed that no proper estimates were made of technical 
 progress in equipment in relation to the quality of service to patients.

Some technical progress is revolutionary… But in other cases the costs of equipment may 
double but their clinical gains are marginal - as little as 5 per cent - and when such an 
increase is not needed for quality diagnosis or quality patient care and means less money 
for other more basic purchases.

Doctor in the cardiac unit of the teaching hospital

•	 Concern with throughput inhibiting social efficiency in terms of patient well-being

The director of a service put the case, consistent with Weberian hierarchy and For 
distacceleration of throughput, that preoccupation with economic efficiency could 
inhibit patient well-being:

All the thinking still is top-down and dominated by how many patients we treat. But the 
outcome is dysfunctional. A report is written in radiology that a woman needs a mastec-
tomy. She then is passed down as on a production line to surgery without ever meeting the 
surgeon who will perform the operation. No time is allowed for counselling her because 
this would raise costs. Yet her psychological well-being is vital to her chances of a good 
recovery.

Doctor in the radiology unit of the teaching hospital

•	 Loss of wellbeing for health professionals

In one of the interviews, the medical director of a main service within the teaching 
hospital volunteered that a central problem for it was absenteeism.
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A ‘total burn out’ with people who then neither have the patience for nor are disposed to 
do anything more.

Doctor in the radiology unit of the teaching hospital

The same medical director also volunteered that more criteria for performance 
appraisal did not address such problems. What did was motivation and group 
identity.

All evaluations are subjective…. What interests me is not only whether a job is well done 
and on time. I am interested in the degree to which they are committed to excellent perfor-
mance by the service.

And, in a critique of the limits of top-down performance appraisal consistent with 
the thesis that there are limits to a production model as a paradigm for health [4]:

People are not machines. People are much more complex than machines. It is different in 
managing a factory where the machines are supposed to produce 50 vases by the end of 
the day and, if they do not do so, someone has to be responsible for that. A hospital is dif-
ferent. It is dealing with people…’

•	 Commitment and psychological contract

The same medical director, when being introduced to the concept of psychological 
contract, responded immediately that this was what was missing in performance 
evaluation, was needed, and what he was trying to achieve in relation to his own 
unit and team working:

What is absolutely fundamental is to give people positive and serious encouragement in 
terms of terms of their mission, of which incentives are part. To give them responsibility 
both to produce and to communicate… to speak with them, to show them…

•	 Confusion of Professional Identities

Whereas Brown andYates [5] have submitted that effective reforms of public 
services should mean empowerment and more autonomous personalized deci-
sion-making, NPM reforms have meant disempowerment and less autonomy in 
decision-making with a loss of both professional roles and identities.

The main change is professional roles and experience. It used to be the case that anyone in 
paediatrics specialised in dealing with children. He or she was a paediatrician. Now I have 
specialists from the main hospital who have different training and experience.I need to 
make them aware that dealing with children is different and this is difficult.

Director of a Paediatric Unit

Before the merger we were more autonomous. Now both we as professionals and patients 
are losing\ out.

Director of Audio-Visual Services of the General Hospital

•	 Situational logic and identities

Teams functioned pretty well in the other smaller location because we were closer 
together. But now, the new bigger operational environment is creating difficulties both in 
organization and relating to each other.

Nurse in the Paediatric Hospital
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The physical environment and scale of the new building is alienating. Being spread out 
constrains operational efficiency, such as that on daily basis we used to meet in certain 
areas both to socialize and to discuss problems and do not do so any more.

Nurse in the Paediatric Hospital

•	 Lack of Recognition

We don’t want to be treated differently but for it to be recognised that, as a paedi-
atric hospital, we are different from other hospitals.

Nurse in the Paediatric Hospital

We would like to think that there is a perceptions within the new framework that 
our values, our performance and out personal investment is recognised… but it is 
not.

Nurse in the new Paediatric Hospital

There also was concern that pressures to reduce costs was compromising the 
social efficiency of the service and denying equity which had been one of the main 
principles of introducing a national health service in the first place.

Of course we have to pay attention to costs. But a national health service is not a market. 
It has to be concerned with equity, and not only with whether or not people can pay.

Senior Doctor in the Emergency Unit of the General Hospital

8  Implications of the Findings

Many of the implications of the findings from the case studies have been indicated 
by grouping them within sub-headings which reflect the conceptual frameworks 
outlined earlier in this chapter. Many also confirm earlier critiques of the scope 
and limits of NPM in the British and then English NHS such as by Pollock [17] 
and Leys and Player [18] as well as those by Oliveira and Holland [6, 19] and 
more recently by Osborne et al. [4].

They also tend to confirm that ideologically driven NPM reforms have dis-
placed not only that these may not increase economic efficiency but may reduce 
social efficiency both in the sense of wellbeing for the public and compromise the 
social and equity values to which health professionals were committed as doctors, 
or nurses. They challenge the presumption of Le Grand [16] and others that they 
cannot be trusted and need to be disciplined, by performance related criteria which 
in practice, in the British case, have raised administrative costs rather than reduced 
them, and also have profoundly alienated health professionals

They further suggest confirmation that: (1) a Kleinian projective identification 
with market values displaces the degree to which health professionals are deeply 
committed to social values and that these are integral to their sense of profes-
sional identity; (2) the presumption of intellectual capital theory that employees 
are a resource to be exploited rather than their knowledge, skills and experience 
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recognised is counter-productive; (3) a Fordist assumption that merging hospitals 
and health areas will assure cost reductions from economies of scale not only dis-
regards different operational needs and realities but may promote diseconomies; 
(4) the logic of demanding rigid adherence to Taylorist performance criteria is per-
ceived as lack of trust in health professionals which can be perceived as breach 
of psychological and social contract and may prove dysfunctional in terms of 
 economic and social efficiency for them and for patients.

9  Implications for Future Research

Where there are implications for further research these are that this should be 
informed on a grounded theory basis by what actually has occurred in terms of 
introducing market criteria and market values into social services such as health 
provision. They could extend the case of Osborne et al. [4] by further considera-
tion of what they submit is the relational nature of a service rather than the final 
delivery of a product and their case for New Public Service Management (NPSM). 
As well as further assess the case of Brown and Yates [5] that effective reforms 
of public services should combine an overall design with more empowerment and 
greater relative autonomy for decision-making at operational levels.

But also seek deeper analysis of the ideological drive for market based NPM 
in the claim of Milton Friedman that the private sector always is more efficient 
than public provision. Since there is next to no evidence that Friedman supported 
this by any analysis of the relative merits of public and private services rather than 
mere assertion, and that the same was the case with the Thatcher endorsement of 
market values rather than social values in initiating what proved to be dysfunc-
tional NPM in the British NHS.
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Abstract This chapter reviews the dominant methodologies deployed in research 
examining HRM and its relationship to organisational performance. Having 
detailed the limitations of dominant scientific approaches the chapter goes on to 
highlight the merits of explicitly engaging with ontology. Specifically, ontological 
conversations help in surfacing the role of context and understanding while allow-
ing for emergence and unanticipated consequences. Arguably this leaves research-
ers better placed to capture the complex and dynamic phenomenon inherent to 
the employment relationship. The chapter concludes with implications for future 
research trajectories.

1  Introduction

Research and journals in the domain of work and employment remain largely 
dominated by quantitative research [1, 2]. Exemplary is Human Resource 
Management (HRM) where research using a plethora of statistical techniques 
claims to have demonstrated that a strong link exists between HRM practices and 
business performance [3, 4]. Less frequent, however, is a sound explanation of 
why or how HRM performance impacts take effect [5]. Generally there is failure 
to fully acknowledge that a simple correlation between two variables constitutes 
neither a theory nor an explanation [6]. Nonetheless, the solution to the ‘explana-
tory void’ [7] in existing studies typically involves a call for greater precision in 
methodological techniques including better measurement and larger sample sizes 
[8, 9]. This solution can be likened to a version of Kuhnian ‘normal science puzzle 
solving’ [10] whereby the problem is not seen as related to the very assumptions 
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deployed, but rather remains something of a methodological conundrum for which 
a technical solution can be readily found [11]. As a consequence researchers rarely 
surface and re-examine the key principles that underpin their research, while any 
method which deviates from the norm or questions the status of the scientific 
approach is deemed heretical [6, 12]. By contrast this chapter suggests that a move 
away from a consensus orientation and towards more advanced understanding of 
work and employment will come from ontological conversations concerning the 
assumptions that actually underpin research. To date such philosophical introspec-
tion has been disappointingly absent in HRM. Yet such neglect may actually be 
hindering progress in advancing understanding and preventing HRM from accom-
modating recent changes in the nature and forms through which the employment 
relationship is managed [7, 13].

2  Ontological Considerations in Researching HRM

This chapter explores the potential of the meta-theoretical vehicle of critical 
realism (CR) and considerations of social ontology as a middle ground between 
extreme variants of positivist and interpretivist/phenomenological paradigms. 
While the term meta-theory is occasionally invoked, it is rarely defined [14]. Here 
the term is understood in an overarching sense to encompass ‘philosophy of social 
science, ontology, epistemology, methodology and causality’ [15]. From the dis-
cussion it will be clear that the absence of meta-theoretical discussion in HRM 
does not equate to philosophical evasion. Indeed, an emerging argument holds that 
the explanatory void which confronts much research about employment and work 
may actually be attributable to the very scientific meta-theory that has hitherto 
underpinned research in this area [7]. In this case viable alternatives will involve 
more than methodological fine-tuning and answering calls for ‘big science’ [8], 
but rather will be found through an exploration of the ontological assumptions that 
underpin research. As emphasized by Delbridge [16] ‘consideration of ontology is 
fundamental, not optional’.

It has been argued that the dominance of a big science research agenda in HRM 
research has resulted in a ‘narrow, dustbowl empiricism’ [17]. In the absence of 
a robust theoretical underpinning HRM, and its performative version in particu-
lar, is often exposed as something of a naked emperor with statistical conveni-
ence/sophistication coming at the expense of pragmatic relevance and theoretical 
reflection [18, 19]. Moreover, in interpreting large quantitative studies it is perhaps 
too easily forgotten that a statistical association implies correlation not causation 
[20]. Within HRM Kane [21] sounded early caution noting that ‘the development 
and evaluation of constructs and theories has been subordinated to- and to some 
extent eclipsed by- the search for lawful relationships among empirically observed 
phenomena’. Indeed this is the basis of the critique that Kaufman [22] directs at 
HRM, arguing that extant approaches have perpetuated a limited domain and mis-
specified supply side understanding of the concept. Instead, Kaufman holds that 
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the focus of research attention should be on the demand side, exploring the pattern 
of HRM adoption among firms. The problem with Kaufman’s solution, however, is 
that leaning back on the crutch of mainstream economics is unlikely to address the 
problems of abstractness and simplification. Thus, while large-scale quantitative 
research in HRM has been useful in capturing the extent of phenomenon its ability 
to capture process and context in a theoretically informed way is limited. In light 
of these arguments it is perhaps unsurprising that researchers still find it necessary 
to call for more small-scale contextual studies of HRM [23, 24].

In advancing the meta-theoretical conversation critical realism eschews the 
positivist search for universal laws and instead seeks to identify ‘tendencies’ asso-
ciated with the operation of structural mechanisms in open systems [25]. Critical 
realism charges dominant scientific research with committing the ‘epistemic fal-
lacy’; letting questions of what we can know/how we may have knowledge 
(epistemology) determine what can exist/is knowable [26, 27]. A critical realist 
under-labourer offers a way to overcome the epistemic fallacy by capturing gen-
erative mechanisms and emergence [27, 28]. Explicit consideration of ontology 
therefore surfaces a range of philosophical concerns which have been muted within 
HRM, partly because the assumption of theory neutral observation mitigates 
against critical reflection [12]. At the analytical heart of critical realism lies ‘the 
dynamic relationship between the generative potential inherent in social structures 
and its contingent realization through corporate agency, as well a form of causal 
explanation sensitive to contextual complexity’ [29]. If the relationship between 
HRM and Performance is judged to be complex, uneven and variable, critical real-
ism would seem to offer one potential for contextually rich explanatory accounts of 
HRM interventions [29]. For the present purposes, the next sections consider five 
main ‘domain assumptions’ associated with social ontology. This illuminates the 
value of engaging on ontological conversation and serves as a way to appreciate 
the prospective limitations of the dominant ‘scientific paradigm’ in HRM perfor-
mance research and to open up alternative perspectives.

(1) Realist versus Empiricist Ontology

Realism denotes the assumption that an external reality exists of things not 
 observable or measurable beyond our senses which can nevertheless be real and 
known. As Johnson and Duberly note, such intransitive objects exist and can 
act independently of their identification in human knowledge; this is Bhaskar’s 
[26] ‘intransitive domain’. The ‘transitive domain’, on the other hand consists 
of socially produced knowledge that facilitates us in making sense of the world, 
largely through theoretically determined descriptions. Purcell and Kinnie have 
hinted at the importance of such insights in HRM; ‘methodological considerations 
have determined what questions have been asked while factors beyond the reach 
of the chosen method, however important, have been ignored’ [31]. To  follow 
dominant scientific logic is to suggest that simply because an empirical associa-
tion or regularity does not exist that there is no causal connection. However, this 
is ‘misleading in the extreme’ [32]. Critical realism on the other hand offers a 
route which overcomes this limitation of by going beyond surface appearances to 



156 B. Harney

establish a theoretical understanding of the causal powers of real structures and 
mechanisms that account for the reality which we observe [20]. Hence the notion 
of an exclusive empirical world existing only through observations and direct veri-
fiability is supplanted by a deeper realist ontology. Notably, the idea of a reality 
totally independent of our representations is purely an ontological one, it is not 
an epistemological position on how we know reality [33]. This does not imply a 
degeneration into the chimera of ‘judgemental relativism’ where there are no 
grounds for preferring one knowledge claim to another. Instead, critical realists 
invoke the notion of epistemic relativism to consider the ‘pragmatic adequacy’ or 
meaning of a theory in relation to the objects to which it refers [30]. Such under-
standing is one reason why the notion of complexity is said to sit well with the 
epistemology of critical realism.

(2) Open versus Closed Systems

The distinction between open and closed systems is central to critical realism. 
Critical realism takes issue with the actualist ontology underpinning dominant 
scientific aproaches. An actualist ontology is defined in terms of a closed system 
logic made up of a fixed set of unchanging regularities which are judged to be 
manifestations of universal causal laws. This is the epistemic fallacy in action, 
‘given an empiricist epistemology the ontology produced is an actualist closed 
systems model of being’ [34]. This logic is diffused into HRM research as ‘to 
suggest that some HRM practices are statistically associated with increased per-
formance, is to assume regularity and hence closure’ [35]. However, the open sys-
tems of the social world mean that such regularity and closure are rare even in the 
natural realm [36]. Specifically, explicating Lawson’s critique of empirical real-
ism to the domain of HRM suggests that to assume that HRM can automatically 
be reduced to productivity enhancing or damaging effects which are realized as 
intended is to commit to the fallacy of atomism, while to assume that HRM oper-
ates in isolation from the institutional context and broader dynamics of the econ-
omy in which is embedded is to commit to the fallacy of isolationism. It has long 
been noted that relations at the point of production are complex and variable [37]. 
Critical realism holds that the social world operates as an open system so that the 
regularity and closure presupposed for universal causal laws are ‘more or less non-
existent’ [36].

(3) Layered versus Flat ontology

A third key domain assumption involves a stratified ontology. As Edwards [38] 
argued in his earlier work ‘the metaphor of levels helps in dealing with the long-
standing analytical problem of relating structure to action’. For Bhaskar [39] a lay-
ered ontology is made up of three dimensions: (1) the real, consisting of causal 
powers, enduring structures, generative mechanisms and their tendencies. These 
‘real’ non empirical structures and mechanisms can produce (2) the actual, con-
sisting of events, entities, and/or states of affairs, only some of which are concep-
tually mediated as (3) the empirical, consisting of experiences, perceptions and 
impressions of events. In contra to positivism and interpretivism, critical realism’s 
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layered ontology can comprehend emergence, tension and discontinuities. This 
allows causal mechanisms to exist even when regularities fail to obtain (vs. posi-
tivism), while they can also be understood to operate irrespective of their direct 
identification by agents (vs. interpretivism). It is this multi-layered ontology which 
differentiates critical realism from extreme interpretative accounts which see the 
world in a constant state of flux. Instead, critical realism considers issues such as 
why construction takes a particular form under given conditions thereby offering 
a genuine attempt to understand contextual embeddedness [40]. Critical realism 
proposes that there are deeper underlying structures and generative mechanisms 
‘lying beneath the surface phenomena of direct experience’ [41]. The stratifi-
cation between the levels of the empirical and the real allows for a disjuncture 
between underlying causal mechanisms and observable phenomenon [42]. Thus, 
critical realism offers a genuine attempt to understand institutional embedded-
ness and provide contextually rich accounts. Possibilities can exist which are 
never actualized, such real yet unactualized potentialities remain as tendencies in 
the deeper layers of reality. In contrast to an actualist ontology, if correlations are 
not observed, this does not mean that causal mechanisms does not act in regular 
ways, only that its effects are on occasion suppressed by the action of other causal 
mechanisms.

(4) Explanation versus Prediction

The danger of an exclusive reliance on quantitative methods is that the desire 
for prediction takes precedent over developing sufficient explanation or under-
standing. This can be seen in HRM-Performance studies commencing with the 
work of Huselid [43] who asserted with great precision that ‘a one standard- 
deviation increase in High Performance Work Practices is associated with a rela-
tive 7.05 % decrease in turnover and, on a per employee basis, $27,044 more in 
sales and $18,641 and $3,814 more in market value and profits, respectively’. 
Studies have since attempted to make this argument on a cumulative basis. Combs 
and colleagues [4] reviewed data from 92 studies covering a total of 19,319 organ-
isations noting that 20 % of the utility available from predicting performance 
differences amongst organisations was attributable to High Performance Work 
Systems (HPWS). Nonetheless it remains the case that much remains unknown 
regarding the myriad of mechanisms through which performance is altered or 
affected by a firm’s HR system [44].

In contrast the domain assumptions of an open system and a layered ontology 
associated with critical realism help ground the logic that the essence of social 
science is not the prediction of event regularities but rather explanation. Hence, 
critical realist investigations merely identify ‘tendencies’ associated with the 
operation of structural mechanisms in open systems [25]. From this platform it is 
recognised that the contexts in which mechanisms operate will determine whether 
their impact is realised and the contingencies influencing this process [20]. This 
in turn opens up the possibility to ‘bring out the complexity of phenomenon’ [45]. 
In HRM terms this means studies into the boundary conditions shaping the con-
tent and process of HRM practices e.g. critical contingencies such as strategy 
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and industry sector coupled with greater employee assessment of HRM [46]. The 
mode of inference then becomes retroductive, asking what the world must be like 
for such conditions to exist, with analysis working backwards to gain a theoreti-
cal understanding of the mechanisms of cause and effect which underlie empirical 
tendencies. Although these are not directly observable, they underlie and govern 
the events of experience and hence explain why regularities occur [30]. For exam-
ple, the employer-employee relationship itself presupposes the existence of capi-
talist structures and activities e.g. contract, wages, hiring and firing and so forth. 
Here theory is indispensable to facilitate understanding and in order to provide 
richer causal explanations.

The argument that causal explanations have to identify underlying mechanisms 
would seem quite useful in addressing some of the dilemmas facing the HRM 
field. For example, the Resource Based View (RBV) of the firm views the employ-
ment systems as a complex social structure. Central concepts include causal ambi-
guity as subtle interconnections between contingent factors and path dependency 
which recognizes the emergent nature of strategy, and HR decisions based on what 
‘feels’ right and fits with an organisation’s culture. Despite the fact that this com-
plexity is continuously put forward as the basis for making each organisation’s 
experience unique and thereby offers a route to sustainable competitive advantage 
it is ‘routinely overlooked’ [6]. Further, and very much in keeping with the logic of 
the RBV, critical realism helps capture the essence of entities existing independent 
of their articulable identification. This might include tacit knowledge and cultural 
effects. Unfortunately, however, HRM Performance research still craves the fixed 
regularities, closed systems of classical scientific approaches, and so our under-
standing remains narrow and partial [12].

(5) Multiple Methods

Ontological consideration serves to prevent premature methodological foreclosure 
as one method of study is not favoured or privileged over another. While the dom-
inant scientific approach of quantitative methods has been subject of the harsh-
est criticism this is only as result of their application under the tenets of logical 
positivist assumptions [47]. Instead those who explore social ontology and criti-
cal realist logic embrace a multi-method approach, recognizing the potential that 
qualitative analysis can bring to bear on surfacing complexities, processes and 
contextual idiosyncrasies. Ragin’s [48] thesis that it is possible to combine case 
and variable orientated research, in particular by identifying sets of causal condi-
tions that may affect some outcome, may have particular value here. This argu-
ment for multi-methods for HRM-Performance research is not novel, however 
critical realism ensures this call is underpinned by an appropriate philosophical 
under-labourer.

In enforcing this point it is useful to draw on Sayer’s [49] distinction between 
extensive and intensive research designs. Extensive approaches are those that aim 
to provide information on the general properties, prevalence and distribution of 
a phenomenon in a broad population, while intensive research designs are those 
that explore how some causal processes work in a limited number of instances. 
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Ragin [48] makes a somewhat similar distinction between what he terms  ‘variable’ 
and ‘case’ orientated research strategies respectively. The approach advocated 
here is essentially pluralist in that it legitimates both. The key point is that in 
both instances authors are pragmatic in understanding subsequent implications 
for methods. Surveys, for example, need not be devoid of attempts to understand 
the social construction of meaning and can be embedded as part of case study 
research, while is no a priori reason why case studies should be considered more 
exploratory and illustrative and surveys more explanatory. Indeed, the very distinc-
tion between exploratory and explanation is judged rather ambiguous [50].

3  Discussion

This chapter has presented an overview of HRM-performance research and 
 suggested the benefits of deeper ontological conversations. The limits of relying 
exclusively on a ‘big science’ approach to HRM stems from its quest for surface 
level empirical regularities. By contrast greater ontological depth offers one way 
to better accommodate the issues of complexity and context that characterise the 
employment relationship. The utility of a stratified ontology in accommodating 
these realities stems from its depth and focus on inert causal capacities and their 
contingent operation as tendencies at one layer that may condition but cannot be 
collapsed indeterminately to explain realities at another. This type of understand-
ing exposes the limitations of ‘big science’ Humean causality and its cornerstone 
of one dimensional constant conjunctions and instead points to the explanatory 
promise of ‘complex causality’ [51] and its project of explaining the observed fea-
tures of the real world by reference to the underlying mechanisms that are causally 
responsible for them [52]. It has been long noted that a complete understanding 
of the employment relationship requires that we analyse the social relations that 
underpin them.

The dualism of structure and agency that forms the analytical core of a critical 
realist approach mirrors that found in the open systems logic and more integra-
tive, multi-level frameworks of HRM [2]. In so doing there is a recognition of the 
importance of capturing the totality of HRM interventions while also emphasiz-
ing that how structural influences become manifest is contingent on managerial 
and employee interpretation and intent. Appreciation of the interaction between 
structure and agency should form a key component in enhancing our understand-
ing of HRM. At the same time, it can accommodate the reality that HR practices 
and rules have to be interpreted in action; the indeterminacy of the employment 
relationship holds that this enactment process is subject to constant dynamic of 
‘conflicted collaboration’ [53].

Evidently a social ontology approach is not without its limitations and cri-
tiques. Contu and Wilmott [54] contend that there is a tendency to privi-
lege structure at the expense of agency. For those with a penchant for classical 
modes of inquiry the approach does not lend itself to the development of clear 
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hypothesis, while with a focus on understanding a critical realist informed 
approach is  somewhat backward looking rather than predictionist per se [36, 40]. 
It follows that theoretical explanations are not judged either correct or false, nor 
assessed by reference to a narrow quest for empirical consistency. Instead, the 
central concern is the plausibility of theory and its analytical utility as ‘a ‘point 
of entry’ for the analysis and understanding of the phenomenon in question’ [47]. 
Moreover, theoretical understanding is located in the transitive realm where inter-
pretations will always be fallible and open to contestation and revision. It is here, 
in arguments relating to epistemology, that criticism of a critical realist informed 
approach finds its strongest force. As Halfpenny [55] notes ‘the problem of finding 
grounds on which to justify the existence of underlying causal mechanisms is the 
epistemological stumbling block of realism, just as the problem of causation is of 
positivism and the problem of interpretation is of interpretivism’.

Overall, sympathy for a critical realist inspired inquiry ensures that explana-
tory accounts are privileged, that processes of HRM are adequately contextualised, 
and that informality and unanticipated consequences can be accommodated. This 
is matched by the promise of avoiding the limitations of the big science agenda 
without becoming lost in the chimera of extreme relativism [55]. Critical realist 
understanding begins with a valuable exercise of immanent critique which exposes 
the problems with extant accounts and by so doing sets in motion the search for 
alternative conceptual resources which might enable these shortcomings to be 
overcome [27]. Interrogation and critical questioning of this type are strangely 
muted in extant work on HRM. This is especially the case in HRM-performance 
studies. Ultimately recognition of structural layers and emergence leaves scope for 
more critical understanding. Further, because critical realism holds that theories 
are always fallible in the transitive domain and so absolute closure is not possible, 
it affords the opportunity for reassessment and critique. This provides scope for 
much needed on-going critical dialogue, encouraging sensitivity to contradictory 
pressures rather than simply proffering immediate, universal solutions. Applying 
this logic means that HRM may be treated as something that managers do, albeit 
conditioned by external determinants and internal dynamics, as opposed to some-
thing an organisation merely has. Specifically, by focusing attention on generative 
causal mechanisms ontological considerations offer the potential to provide theo-
retically informed, contextually rich, explanatory accounts of HRM interventions. 
In following this road less travelled HRM researchers might be better placed to 
consider emergent processes, outcomes and new organizational forms.

4  Conclusion

Overall, sympathy with a critical realist meta-theoretical underpinning and the 
contextual and theoretical sensitivity that it provides for exploring HRM should 
not be particularly contentious. Edwards contends that critical realism simply 
‘provides a grounding for what industrial relations researchers have often tacitly  



161Researching HRM to Enhance Understanding

done’ [56]. There is also a notable overlap between the general argument advocated in 
this chapter and Watson’s [57] call for critical social science in HRM in that both 
stress the importance of (a) understanding actual HRM processes in ‘real’ organi-
sations (b) exploring the relationship and tensions between HR activities and pat-
terns of culture, power and inequality, (c) theorising HRM activities in such a way 
that full weight is given to both, human/managerial agency and to structural cir-
cumstances, and d) appreciating the interaction between managerial agency/choice 
and structural constraints and opportunities in the shaping of HRM practices  
[7, 57]. In sum, critical realism privileges ontology, emphasising the way the 
world actually is as opposed to committing the epistemic fallacy of ‘assuming a 
certain world order and then mapping reality back to fit this order’ [7]. This may 
very well offer a vehicle for HRM researchers to enhance their understanding by 
supporting more holistic and contextually embedded research approaches.
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Abstract This paper has examined the motivation to work of a group of gardeners 
with mental disorders. The aim of this study was to identify the level of motivation 
of each mentally disturbed worker and to apply motivation theories to everyone in 
the group. The results obtained have shown how these different theories were used 
to examine the motivation of the workers and it also allowed us to make suggestions  
to raise their motivation.

1  Introduction

In 1999 (just at the end of twenty century), 1.500 million people existed with 
mental disorders [1] and this number is on the rise. Indeed, at the present, and 
according to CCHR International [2] “120 million people worldwide have been 
diagnosed with mental disorders”. This is reason enough to concern us with this 
special kind of person. Not only the psychologists or psychiatrists, but also human 
resources managers should be concerned because mental patients work within 
many organisations. Human resources managers have to consider this fact in their 
staff evaluations. Therefore it is of great need to increase research in this area and 
also to analyse mental patients in their working context.

In our study we analysed the motivation of a group that has mental disorders. 
It is a very important task to examine motivation because on the one hand, it has 
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direct relation to organizational efficiency, and on the other hand, it is a difficult 
task because you cannot see motivation. What we can observe though is multiple 
behaviours and the results of these behaviours.

The aim of this study was to identify the level of motivation of each mental 
patient and to apply motivation theories for every worker in this group. We sug-
gested a number of important practical implications of this study.

2  Theoretical Background

Most of the theories of work motivation presuppose that “the individual’s behav-
iour seeks to increase their own personal satisfaction and to neutralize the dissatis-
faction factors” [3, p. 174].

Many motivation theories exist and all of them have strong and weak aspects. 
No model is perfect, but each one adds something new to our understanding of 
motivation.

Our task has consisted in choosing several models that could be applied in our 
group of gardeners.

We kept in mind the following points:

•	 The working place: it is a store, where they actually handle the flowers. It is not 
a factory with an assembly line; if this was the case, we could opt for specific 
models for that type of organisation.

•	 The type of people: as we have previously mentioned we worked with mental 
patients. These people require special treatment, and not every incentive is adopted.

•	 The limitations of the administration: we found models, which ones the admin-
istration has had difficulties to implement; these models were left on the side.

We also paid attention to ensure that the models we selected were diverse. They 
are mentioned below:

•	 Theory X and Theory Y of Douglas McGregor
•	 The ERG theory of Alderfer
•	 The Hackman and Oldham model
•	 The expectancy theory of Lawler.

The last two models are satisfaction models. The difference between motivation 
theories and satisfaction theories is explained as follow: “The motivation models 
try to explain the behaviours through the study of variables, which consider the 
individual and the situation which the behaviour has developed” [3, p. 174]. By 
its way, “The satisfaction models try to measure the quality of life at work and 
are related to emotional states that represent an affectionate response which results 
from workers’ experiences in relation to the work” [4, p. 59].

On the one hand, the motivation could be connected with satisfaction. A person, 
who is motivated, could feel satisfied. On the other hand, empirical research dem-
onstrates that there is no casual relationship between the two concepts.
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“The idea that ≪a satisfied employee is a productive employee≫ has long time been 
a strong conviction of management, but it does not correspond to reality” [4, p. 59].

For a better understanding of our study, we are going to explain each model 
concisely.

In relation to Theory X and Theory Y of McGregor, this author says that 
individuals can be divided in two according classes with their attitudes and 
behaviours, in other words, Theory X and Theory Y [5]. Theory X represents 
the assumptions on which traditional organisations are based. In that theory, 
McGregor affirms that the human being has a natural aversion to work and avoids 
it whenever it is possible.

The majority of people must be coerced, controlled, directed and threatened 
with punishments to meet the objectives of the company. An individual can be 
motivated through physiological and security levels.

On the contrary, in Theory Y, McGregor declares that physical and mental 
efforts in the working place are as natural as those that one uses in his/her hob-
bies. Punishments are not the only way to meet the objectives of the organisation. 
People become attached and committed to the objectives of their organisation 
through means of self-control and self-direction. Individuals like to assume 
responsibilities and use creativity to solve organisational problems. The motiva-
tion occurs at the connection of esteem and self-actualisation levels as well as the 
physiological and security levels. McGregor implies that a Theory Y approach is 
the best way to elicit cooperation from members of an organisation [5, 6].

It depends on an individual’s characteristics as to whether Theory X or Theory 
Y is applied. They are mutually exclusive.

It is the task of management to create conditions in which persons may satisfy 
their motivational needs so that they can achieve the goals of the organisation and 
their own.

In regard to the theory of Alderfer, this author presents three categories: exist-
ence needs that are basic needs; physiological and safety needs of a material 
nature [7]. In managerial terms, it corresponds to the base wage and material 
benefits.

The relatedness needs include the interpersonal relationships of an esteem 
nature in the working place.

Finally, the growth needs, where the individuals can develop their potential and 
create self-esteem and self-actualisation.

Alderfer suggests that individual’s progress through the hierarchy; from exist-
ence needs, to relatedness needs, to growth needs, as the lower level needs become 
satisfied.

This author makes three basic propositions relating to the three-need relation-
ship [3, 7]:

1. When one level is satisfied the individual activates desire for the next level.
2. The more a level is satisfied the more it will be desired.
3. The lower level needs become the main focus of the individual’s efforts when 

the individual cannot be satisfied with the level which is above.
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The authors of the Hackman and Oldham model explain how the relationship is 
processed between the content of the work and the motivation. They propose a list 
of characteristics of the work. These characteristics will be able to influence the 
motivation. The five dimensions of the list are [8–10]:

•	 Skill variety: increasing the variety of the work is a form of fighting against 
the boredom; consequently, Hackman and Oldham appeal to the enrichment of 
functions to combat the monotony.

•	 Task significance: to give a sense of meaning to the work, show that the work 
demonstrates a social value.

•	 Task identity: the individual has the possibility of identifying the results of his/
her work.

•	 The autonomy: the independence and the freedom that the individual has to 
choose the procedures to use in his/her work, in accordance with the objectives 
of the company.

•	 The information: the worker needs to have access to precise, comprehensible 
and frequent information about the quality of his/her work.

Relative to the theory of expectancy of Lawler (1971), he affirms that money can 
motivate the acting, but also the companionship, and the dedication. However, a 
majority of organisations do not apply the sufficient payment to motivate their 
workers [11–13]. Reasons for that fact can be [14]: increasing of salary that are 
given regularly and too modest; they can give the impression that their gains are 
independent of their performance. Besides, managers make no distinction in the 
evaluations of performance, especially if evaluations originate different salaries. 
Perhaps the comparisons with valued people could bring problems to the relation-
ship. Another reason can be related to the fact that the policy of remuneration of 
the organisations is connected to governmental policies, which try to regulate the 
salaries in order to combat inflation. Finally, the prejudice created by the Human 
Relation Approach in regard to the salary—which defended that the workers are 
motivated principally by needs of acknowledgement, social approval and par-
ticipation [15], as well as the existence of the psychological limitations of the 
Scientific Administration of F. W. Taylor—who described that the workers were 
only motivated by economic incentives.

In regard to the systems of payment, he recommends that it should be individu-
alized; it has to be adjusted to the needs of the organisation and of the workers.

In short, the Theory X and the Theory Y of Douglas McGregor shows us two 
types of individuals: those who do not like to work and are motivated by pun-
ishments and threats to fulfil their functions. These workers need a supervision 
which directs and controls their labour (Theory X). On the contrary, the Theory 
Y mentions that the individuals face their job as natural. The employees are 
motivated through their realisation in their work. They assume responsibilities 
and creativity.

Relative to the ERG theory of Alderfer, this author suggests three categories: 
existence, relatedness and growth needs. The individuals can pass to the next 
 category when they have satisfied the present level.
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Hackman and Oldham [16] propose in their model, a list of aspects which have 
an effort on the motivation. These characteristics are: skill variety, task signifi-
cance, task identity, autonomy and information.

In relation to the expectancy theory of Lawler he gives to the payment a great 
significance. Money influences the motivation of the workers but, unfortunately, 
managers can not make use of this factor.

3  Methodology

The technique used to analyse the reasoning of mental patients, was an individual 
interview that was semi-directed. Within this method the interviewer uses a series 
of open-ended questions that aren’t necessarily asked in the same order as they 
were annotated. This is important because mental patients cannot always have a 
coherent conversation and the interviewer has the flexibility to change the order of 
the subjects, or ask new questions. Because of this the interview can be more flex-
ible and the interviewer can acquire a greater amount of data. The interviews were 
recorded and transcribed.

It was also elaborated on an inquiry that contained 21 sentences, some that 
aimed at high motivation and the others at low motivation. The researchers filled 
out the inquiry so that the rate of answers was maximized. The reason for the 
inquiry was to control the answers that were given in the interview and to analyse 
if there were or were not contradictions between them.

In relation to the content of the interview and the inquiry, the following areas 
were included: the working place, the relationship between the elements of the 
group, the instructor and the organisation where they worked.

The universe of the group was a man and seven women with ages between 21 
and 46 years. Most of them had low qualifications. They were working at a Health 
Centre as gardeners.

The members of the group had the following mental disorders: three with 
schizophrenia, two with personality disorders, one with epilepsy, one mentally dis-
turbed and one with chronic alcoholism. Of these people, three lived at the Health 
Centre; the others lived with their families or in their own apartment.

When the interviews and the inquiries of the mental patients were evaluated, 
the following approaches were considered.

In relation to the workers, we kept these items in mind:

•	 whether they understood the questions or not
•	 the “quality” of the answers of the individual; if the questions were answered 

directly, or if the workers were imprecise in their answers
•	 eventual contradictions in the data mentioned in the interview and/or in the 

inquiry.

The following, abbreviated, list was elaborated on in order to measure the degree 
of each worker’s motivation.
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Points that revealed:
A high motivation A low motivation
• Enjoyment of certain types of tasks • Dissatisfaction of doing certain tasks
• Suggestions to modify the working place • Critiques that were exaggerated in order  

to improve the working conditions
• Satisfaction of receiving a fair salary • Not satisfied wages
• Steadiness of the position in the working place • Unjustified deficiencies
• Good relationship with the other members  

of the group
• Conflicts between the workers and the  

isolation from the group
• Good relationship with the instructor • Misunderstandings and conflicts with  

the instructor
• Incentives and praises received from the 

instructor
• Critiques and reprehensions received  

from the instructor
• Statements in the inquiry that revealed  

a high motivation
• Statements in the inquiry that pointed  

out a low motivation

Special attention was paid to the following items in the interview:

•	 the alteration of the order of the questions (an excessive change of the questions 
could signify that the workers did not answer the subjects directly)

•	 the techniques used in the interview (for example, to motivate the interviewee to 
answer the questions)

•	 introducing new subjects in the interview
•	 the difficulties felt in the interview and in the inquiry.

4  Results and Discussion

First, a report on how the interviews and inquiries went is going to be given. Some 
difficulties were faced: occasionally the interviewees gave long answers; research-
ers did not interrupt them because they could supply important data; or there were 
also workers, who had to be stimulated to speak. Whenever it was appropriate, 
researchers changed the order of the questions or formulated new subjects depend-
ing on the context of the interview.

Finally it were detected only a few contradictions between the interview and 
the inquiry.

After analysing the interviews and the inquiries, it was detected that 50 % of 
the workers had a high motivation (on a scale from “no motivation” up to “very 
high motivation”).

The other people were motivated moderately and only one element was not 
motivated in her working place. This was a good result, however we feel we can 
elevate their motivation by proposing measures that can help them feel better 
about gardening.

In regard to the theories we have concluded the following:
In relation to Theory X: all the workers liked to be guided because they didn’t 

always understand exactly what they were supposed to be doing.
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We are encouraged to work as alone as possible, that means, without any direction from 
the instructor. I think this is a contradiction because we receive orders and directives that 
only the instructor can give us, and sometimes we have another problem: everyone gives 
orders and no one is in charge. (man, external)

They also like to feel secure.
It should be to reject the coercion, threats, and punishments, so the individual is 

not pressured because they have difficulties working with psychological tensions.
Researchers also do not agree that people are only motivated by economic 

incentives, reason why more alternatives will be mentioned later. Due to their 
pathology the workers need the support of their organisation. For example, they 
should be administered, motivated and controlled by the same. But it is almost 
impossible to control the unexpected in the organisation.

Theory Y has more application in this group. For these individuals the work is 
like therapy: it makes them feel good, useful, accomplished and the relationships 
within the group are very important to them:

When I’m feeling good, I like to work on my own, but when I’m not feeling good, I like 
to work in the group. (woman, internal)

In addition, they would like to assume more responsibilities and they have ideas to 
improve their working place.

However, we cannot apply all presuppositions. For example, the individu-
als have difficulties orientating themselves, using their imagination, and solving 
problems, because of their pathology. Another reason is they do not assume more 
responsibility in their working place because it depends on their pathology that 
does not permit them to execute tasks more responsibly. Besides, they feel safer in 
being guided by their instructor.

In conclusion, some useful suggestions can be presented in order to improve 
the work of these mental patients:

•	 to develop the potential of each person (we described the tasks that were most 
suitable for each worker) in order to reach the goals of the organisation

•	 to create new operation methods that were presented below in the application of 
the Hackman and Oldham model

•	 to decentralize and to delegate; we have suggested which workers could assume 
more responsibility in the group

•	 to participate in decisions of the organisation; we have presented the workers 
which show interest in participating in the decisions of the management

•	 evaluation of the work of each mental patient by the instructor: this is very 
important because they have to know if they are working correctly or not due to 
their own difficulties in self examination.

In relation to the ERG theory of Alderfer, most of the mental patients are in 
the second level: relatedness needs. One of the reasons for this is that the inter-
nal mental patients have their existential needs satisfied primarily by the Health 
Centre. Only two members of the group are in the primary level because their 
existential needs were not satisfied.
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The persons who do not reside in this organisation have their existential needs 
partly satisfied. In general, it is the only income that they receive and it is not 
enough for satisfy all their living needs. Nevertheless, they are also in the second 
level. In the interviews they mentioned that they help each other. This is very sig-
nificant, especially when the mental patients are in a bad mood. Within the group 
they get encouragement and support from their co-workers.

When somebody is feeling bad, normally their colleagues go to her and give her encour-
agement, except when the person rejects the help… (man, external)

The workers are gardeners not only to accomplish the requested tasks, but also to 
feel integrated and to know how to work as a team due to the changes of dispo-
sitions in their pathology. These obstacles can influence the performance of their 
work, the relationship between the members of the group and, at last, their emo-
tional balance.

The majority of the mental patients have a great need to communicate within 
the group.

It is obvious that we don’t come here to talk, but to work. But, I also think that the contact 
with each other is very important… (woman, external)

Due to their pathology, to reach the last level, growth needs, is difficult. It is true; 
some members would like to assume more responsibilities, but they continue to 
have less autonomy. They need large amounts of support from the instructor to 
increase their potential.

Also, we noticed that some group members did not feel fulfilled in their work, 
in spite of the large number of workers that were motivated in the working place. 
They would like to work with other people:

I would like to work with old people, handicapped people, and children …I would feel 
more fulfilled. (woman, external)

or to do housework:

… cleaning, ironing, making beds, cooking… (woman, external)

As mentioned previously, Hackman and Oldham suggest a list of characteristics 
of the work. We are going to analyse the five dimensions and their applications in 
this group.

•	 Skill variety: the interviews were important in finding out the different tasks that 
are executed in gardening and to identify the preferred functions of each com-
ponent, so the workers could do these tasks frequently. The worst task, accord-
ing to the workers, is to pick weeds; it revealed that everyone has to do this kind 
of work. We found that some like to complete tasks, which require more physi-
cal effort. We have mentioned which persons like this kind of work. We have 
also suggested to the organisation to maintain the small groups of three people. 
The mini-group can work in a rotating way; in this case the units execute dif-
ferent tasks. It is important to take special care in forming the groups to avoid 
having people work together who have had a recent conflict. In general, these 
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workers like to work in a group. If we left the mental patients to work alone or 
create groups with just two people, it would affect them psychologically:

It begins to decrease the dialogue and increase the loneliness, isolation. For this reason, a 
group of three is ideal. (man, external)

 With the people that prefer to work alone, we recommend that they do their 
work away from the mini-groups.

 It would be useful if there were a daily plan, which is structured and shows the 
specific tasks of each worker.

•	 Task identity: at the end of each task, for example, to cut carnations, to pick 
weeds, etc., the workers can verify the result.

•	 Task significance: the work of the mental patients is very important in improv-
ing their self-esteem; they feel useful, it gives them more sense of meaning in 
their lives.

•	 Autonomy: due to their pathology, the autonomy of the mental patients is 
limited:

Now I think I’ve changed: I think perhaps it’s due to the pathology. I feel a certain limita-
tion. Sometimes I also forget some things. (woman, external)

 We have presented the elements that can carry more responsibility and autonomy. 
The concepts of responsibility and autonomy are connected; if a worker has more 
autonomy, she/he also assumes more responsibility. What we have suggested was 
that there will be a superior in the group when the instructor is absent. We have 
proposed two people that have the ability to lead. They will assume the job as 
chief alternately, so both can experience the difficulties that a leader can face.

•	 Information: the instructor should communicate daily about the quality of their 
work. This feedback is important in improving the execution of their tasks.

In regard to the expectancy theory, for Lawler the salary contributes in elevating 
the motivation. First, we have identified the system of payment in this organisa-
tion. It behoves us here to make a brief distinction between the internal and the 
external people of the Health Centre.

The internal workers receive 70 % less than the rest of their co-workers. The 
reason is that the external people have more expenses to support themselves. 
Unfortunately, this fact causes conflicts in the organisation. For example, one 
internal worker thinks that it is “exploitation”. Another worker said:

The internals earn less money, this causes conflicts with the externals but they (internals) 
have the medication of the Health Centre but they don’t see that. (woman, external)

We have suggested developing a “campaign of sensibility” for the internal people 
because they demonstrate insufficient understanding in the differences of the wages.

Other considerations need to be mentioned. It would be useful if these work-
ers would have sessions about motivation in order to increase their enthusiasm. 
For example, to discuss with the workers what can make them more motivated in 
their working place. We have also suggested having sessions about how to resolve 
 conflicts between the co-workers.
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Provided that we have analysed the motivation of mental patients who work in 
a group, we thought that it was essential to dedicate some attention to the follow-
ing question:

“Does a group influence the individual or does the individual influence the 
group?” [3, p. 130].

We determined that the group influences the individuals. The pressure of the 
group makes the worker adjust his thinking and acting. The individuals are influ-
enced at the psychological level (for example: they learn how to work in a group) 
and physical level:

…the crises didn’t disappear but were very sporadic… (man, external)

The individuals also influence the group:

When the week doesn’t go well, sometimes I feel that it affects my colleagues psychologi-
cally… (man, external)

Participation within a group implies the accepting of the group’s rules that influ-
ence the individual’s behaviour.

I try to do it (the work) like the instructor says. (woman, external)

5  Conclusions

This study was very significant to researchers because they developed a special 
empathy and value for the mental patients.

The first objective of this paper was to identify the motivational degree of the 
mental patients who worked in gardening. For this reason, we started to inter-
view each member of the group and fill out the inquiries. Some difficulties in 
using these methods were faced. Sometimes, the interviewees answered with 
extremely long responses or, on the contrary, some mental patients were very shy. 
Researchers also formulated new questions depending of the context of the inter-
view or changed the order of the questions. Few interviewees had problems in 
understanding the questions. Only a small number of contradictions were found 
between the interviews and the inquiries.

After analysing these methods, it was concluded that most of the mental 
patients were motivated to do their work.

The second objective focused on making suggestions to elevate the motivation 
of each worker by applying motivational theories.

The principal conclusions were:

•	 A majority of the mental patients demonstrated characteristics of Theory Y of 
McGregor: the work was very significant for their well-being and was like a 
therapy.

•	 All workers, except two, were in the second level of the ERG theory of Alderfer. 
This means they tried to satisfy their related needs. The communication in the 
group was very important and the group can be a support for the mental patients.
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•	 In regard to the model of Hackman and Oldham, we started to identify the tasks 
that each worker preferred, if they liked or didn’t like working in a group. The rec-
ommendation is that they continue to work in a group of three, which rotated jobs.

 Besides, there were presented the elements of the group who can assume more 
responsibility and autonomy.

 Furthermore, the instructor should communicate daily as to whether the workers 
do their work with quality.

•	 In the expectancy theory of Lawler, it was identified the system of remuneration 
of this organisation. The internal mental patients receive less than the others. 
This is the reason there are conflicts between them. So, it was suggested elabo-
rating a “campaign of sensibility” for the internal co-workers.

Other considerations that were mentioned in this research were that we thought, 
it would be valuable to have sessions where the workers could be motivated and 
learn how to resolve conflicts.

As we analysed the motivation of mental patients in a group, it was determined 
whether the group influences the individual or vice versa.

It was possible to verify that if, on the one hand, the group influences the co-
workers in their psychological and physical level, on the other hand, the individual 
influences the group in the psychological level as well.

Finally, it is important to enhance that this study has given to the researchers 
a better understanding about the difficulties mental patients face in their work, 
in particular that the productivity varies according to their physical and mental 
health. It demands much understanding by their employers.

It will be of great relevance the managerial world to pay more attention to these 
special people and to be careful not to discriminate against them since they can 
accomplish their work well with the appropriate medications.
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