STUDENT ZONE

Chapter 3

The Context of Human Resource Management 

CHAPTER OVERVIEW

Chapter 3 examines the relationship between the external contexts-economic, technological, political, and social-and human resource management (HRM). The chapter introduces many theoretical concepts that might be unfamiliar to you, so you should read the descriptions in the glossary.

Chapter objectives: After studying this chapter, you should be able to:

1
Explain the importance of studying context for understanding human resource management (HRM)

2
Discuss ways of conceptualizing the nature of context

3
Identify the external contexts that affect HRM policies and actions

4
Understand the implications of these external contexts for the HRM function
CHAPTER OUTLINE

Introduction

Some of the alleged problems to which the new HRM model is the supposed solution are addressed in this chapter. It begins by discussing the ‘open system’ model. (see Figure 3.1)  

The chapter proceeds to discuss the dynamics of the global economy and emphasizes that to understand the HRM function requires an appreciation of the external contexts. A framework for examining the external context of HRM is given in (see Figure 3.2)  

The economic context 

Compared to a decade ago, organizations face intense competition from both domestic and international competitors. The nature of competition is also said to have changed as mass markets have fragmented into specialized ‘niche’ markets.

HRM in practice 3.1

This example, ‘Thread that could span global gulf’ introduces the debate on globalization through the life chances of a Bangladesh worker, Shawaz Begum.  

Data are provided on per capita income growth, GDP, unemployment and changes in the labour market, particularly the increase in non-regular employment.

HRM in practice 3.2

This example, ‘Ratifying Kyoto estimated to cost up to 450,000 jobs’ presents one view of the possible effects on national economies of controlling emissions.   

The rationale for HRM is explained by the labour market exigencies associated with a ‘differentiation’ competitive strategy. see Chapter 2 of the textbook. 

The technological context

Microprocessor-based technology (MBT) and innovations in communications have affected product and labour markets, and organizational design.

HRM in practice 3.4

This example, ‘E-mail doesn’t save time; it wastes it, study says’ examines an alternative view of the merits of IT.     

The political context

It is emphasized that the political context is the most complex and most difficult to analyse. 

To cushion the effects of economic restructuring there have been growing demands for changing the employment relationship including: regulating trade union organization and activities, employment standards and pay equity.

Twenty-seven UK Acts of Parliament have shaped the legal relationship between employers and employees and employers and trade unions. (see Table 3.5). 

The social context

Owing to demographic trends, it is alleged that firms are under increasing pressure to accommodate a more diverse workforce.

Demographic projections can help decision-making in areas of recruitment and selection, training, and rewards management. (see Figure 3.6)  

HRM in practice 3.5

This example, ‘Mandatory retirement attacked’ looks at a legal development in Canada.       

The need to balance work and leisure/family activities-the ‘work-life’ balance is discussed. (see Figure 3.7)

ENGAGING IN CRITICAL THINKING

· REFLECTIVE QUESTION/ESSAY QUESTION

How does new technology impact on the HRM function?

· HELP TO STUDENTS 

New technology has affected both organizational design and job design, so there are a number of approaches you can take in answering this question. You can examine how new technology affects each of the functional areas listed on page 15 of the textbook (for example new technology will require employees to be retrained to use the technology). Look also at Figure 1.3. Alternatively, a more conceptual approach would involve you exploring how technological change affects employment relations and might undermine the new HRM model. (Clue: if new technology deskills workers or causes job losses, how do you think this will affect the HRM goal of employee commitment?) 

CHAPTER CASE STUDY : OIL TOOL INCORPORATED plc
This case should help you understand the impact of socio-economic forces on HRM. Several sectors in Oil Tool’s environment have changed simultaneously-economic and political. The concept of ‘differentiation’ might be drawn into the discussion on management’s response to the external challenges.
· STUDY TIP 
You can explore the effects of economic and technological change on HRM practices at a more personalized level by investigating the contrasting work experiences of permanent full-time employees with those on part-time contracts. Your own research might show that ‘knowledge-based’ employees with employable skills in high demand, have fared much better under ‘progressive’ HRM regimes than those with less education and fewer employable skills on part-time contracts. To explore this discussion see Karen Legge’s chapter, ‘The morality of HRM’ in Christopher Mabeys et al’s 1998 book, Experiencing Human Resource Management.
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