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1

Introduction

We are all affected by personnel management and industrial
relations policies and practices. As managers we may be im-
plementing these policies as part of our daily work. If we are senior
managers, we will probably have a say in what these policies should
be. As employees we are employed under terms and conditions
derived from these policies. If we are members of trade unions, we
have an influence on these policies through our representatives.
And as members of the public we can notice and experience the
differences in the quality of service we receive from both public- and
private-sector organizations which, in turn, reflect differences in the
calibre of staff recruited, the training they have received and the
importance they attach to servicing our needs.

This book provides an introduction to personnel management and
industrial relations policy and practice for managers and students of
management. It is hoped that those on general management and
advanced business studies courses, as well as those specializing in
personnel management, will find it helpful.

Too often personnel management and industrial relations are
treated as two entirely different subjects. Modern practice in
organizations is, however, increasingly to bring the two together as
part of a policy of creating coherent and effective systems for the
management of people. Therefore this book also brings them
together. Its other distinctive feature lies in its up-to-date nature and
the emphasis placed on presenting the material in a clear and
concise fashion without the extended academic passages frequently
found in larger texts. References are provided for further reading for
those whose appetite for further study has been whetted.

1



2 The Essence of Personnel Management and Industrial Relations

The title of the book has been kept to ‘personnel management
and industrial relations’, notwithstanding the growing currency of
the term ‘human resource management’. In part this reflects, as the
concluding chapter notes, the fact there there is still considerable
debate taking place as to what the latter terrn means. It also,
however, reflects the fact that many organizations and academic
courses still draw a clear distinction between the two areas of
activity.

The book commences with a discussion of manpower planning.
The next three chapters then focus on the processes involved in
recruiting, motivating and rewarding staff. These are followed by an
examination of how employees influence organizational decision-
making through collective bargaining and other forms of involve-
ment. The last two substantive chapters then look at the nature,
extent and resolution of conflict at work, and the issue of occupa-
tional health and safety. The final concluding section provides a
brief discussion of the need for organizations to integrate their
personnel and industrial relations policies, both with each other and
with more general business plans, and considers how far employers
are at present achieving such integration.

Readers may choose to read the book from start to finish.
However, each chapter has been written to provide a self-contained
review of the topic under consideration to aid those who prefer to
‘dip’ into chapters relevant to their current interests.
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Planning the organization,
planning the people

Organization brings people together for a purpose. As outlined in
the previous chapter, organizations today are attempting to clarify
their purpose or mission, and to state this in simple terms. Mission
statements refer to service quality, satisfying customers, financial
return on shareholder capital, maintaining market share or, in the
case of public-sector organizations, satisfying political objectives and
public needs. In order to achieve their purpose or mission organiza-
tions need to be shaped in well-designed structures. Plans then have
to be drawn up to ensure that the right numbers and quality of staff
are recruited, retained, trained and motivated.

Creating the right kind of organization and ensuring that it is
properly staffed requires a considerable amount of planning. Orga-
nizations cannot be changed cvernight, and it is important to get the
structure right. Planning for people also takes time and requires
relevant information and well-founded forecasts. The responsibility
for this planning is shared between the personnel department, who
should be capable of supplying up-to-date information about the
staffing situation and forecasts concerning the labour market, line
management, who should constantly be thinking ahead about their
own departments, and the specialist corporate planning depart-
ment, who should be looking across the board at markets, finance,
operations and human resources. Precisely how the responsibility
for planning is shared is a matter that can only be decided by each
organization, because there is no magic formula. However, part of
the answer lies in the factors examined in the following sections on
organization design.

‘Structure follows strategy’ -has been a much quoted maxim of

3



4 The Essence of Personnel Management and Industrial Relations

corporate planners in the past. The rule has been that the first
priority is to decide on a strategy for markets, products, services and
finance. Following this, a structure can be designed to put the
desired strategy into place. However, thinking is changing on this
order of priorities. Structure is now becoming a primary concern.
Asked to state his order of priorities on this issue, Tom Peters,
widely regarded as one of the world’s leading writers and thinkers
on management, recently assigned top weighting to structure,
followed by systems and people. Strategy, he argues, should then
be set subsequently at strategic business unit level. ‘Top manage-
ment’, he adds, ‘should be creative of a general business mission’.}

Planning the organization

As indicated, the first stage is clarifying the purpose or mission.
Subsequently a number of questions have to be answered, in order
to decide on the most appropriate type of structure, commencing
with the following:

® How centralized or decentralized should we be in our operations
and decision-making?

How many layers do we really need?

How formal or informal should our manner of operations be?
Should each member of staff report to only one supervisor?
What should be the spans of control?

Should staff be located in departments consisting exclusively of
their fellow specialists?

Having attempted to answer these questions, we are in a position to
consider the different options available to us.

Designing an organization - the options
available

A number of basic models and variations are available. These are:
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Model 1: A traditional hierarchical structure

Traditional hierarchical structures are based on theories developed
in the first quarter of this century in accordance with so-called
‘scientific management’ principles. These principles have influenced
the design of most medium- to large-scale organization during the
first sixty years of the twentieth century.

® Decision-making is located at the top of the organization.
All staff report to only one superior.
Spans of control are limited where possible to fewer than ten
people.

¢ Commands and official information must be transmitted through

‘proper’ channels of information, from the top to the bottom of
the organization.

Staff are grouped by speciality into departments and sections.
Authority derives from status in the organization’s hierarchy.
Jobs are precisely defined in written job descriptions.

The so-called line departments are those that directly generate
revenue (e.g. sales and production), whereas the so-called ‘staff’
departments provide a support and advisory service to the line
departments (e.g. personnel, accounts).

This model assumes that staff work as individuals and not as
groups, and the primary source of motivation is money. Because it
treats the organization as a machine, it is given the label of
‘mechanistic’.

A special version of model 1 is a so-called ‘bureaucratic” structure,
widespread in the past amongst public-sector organizations. To the
above principles it adds a degree of impersonality whereby staff are
selected by a central unit, possess security of tenure and are
expected to work strictly within the limits of their job descriptions.

A structure designed on these lines can be represented by a
traditional organization chart, shown in Figure 2.1. The possible
advantages of this type of structure are stability, conformity and
control. The possible disadvantages are inflexibility, inability to
change, poor communications and lack of co-operation between
departments and the different levels in the organization.
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Model 2: An ‘organic’ structure

An ‘organic” structure is in many ways the opposite of a ‘mechanis-
tic’ structure, and has influenced thinking on the design of organiza-
tions for the past thirty years as the limitations of the traditional
model were exposed.?

® Decision-making is delegated to those with relevant knowledge
irrespective of formal status.

® Staff do not have precise job descriptions, and adapt their duties
to the needs of the situation.

® Information is informal, and all channels of information are
used.

® There is high interaction and collaboration between staff,
irrespective of status or department.

¢ There is an emphasis on flexibility, co-operation, and informality .

Because of its inherent flexibility, it is not possible to capture an
organic structure in an organization chart or simple diagram. The
possible advantages of this type of organization are flexibility,
capacity for change, good communications and concerted team
effort. The possible disadvantages are a lack of structure and the
inability to mass produce articles requiring repetitive and boring
work routines.

Model 3: A matrix structure

A matrix structure is an attempt to overcome the rigidities imposed
on organizations by an exclusive allegiance to one department and
one ‘boss’. Individual members of staff are allocated to a specialist
department, representing their home’ base, but spend most of their
time working in mixed teams with staff from other specialist
departments on projects, under the day-to-day control of one or
more project leaders. There can be further dimensions to a matrix,
as when staff also report to a geographically located head office, as
in a multinational organization.

A simple matrix ‘project’ structure is depicted diagrammatically in
Figure 2.2. The possible advantages are good team working, good
communications and a focus on the tasks to be accomplished. The
possible disadvantages are confusion created by different reporting
relationships, lack of job security when projects are completed, and
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Figure 22 A simple matrix project structure

lack of career development as specialization gives way to
teamworking.?

Variations to basic models

Each model is capable of being varied to some degree by measures
including the following:

1. Divisionalization. An organization can be split up into divisions.
Divisions can be based either on geography, e.g. a ‘Midlands’ or
‘Northern’ division, or by product and market, e.g. a ‘chemicals’
or ‘petroleum’ division, as portrayed in Figure 2.3. Divisions are
co-ordinated from a central headquarters. The possible advan-
tages of divisionalization are that staff are closer to their
customers and centralized bureaucracy can be reduced, allowing
staff to work better together for a common purpose. The
possible disadvantages are loosening of control and a weakening
of identification with the present organization.

2. Decentralization. Decision-making is delegated as far down the
organization as possible. This enables decisions to be made by
those with relevant technical expertise, who are closer to
customers. One version of decentralization in the private sector
is the creation of strategic business units (SBUs) that are smaller
than divisions. The possible advantages of decentralization are
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Figure 2.3 A divisional structure

that decisions are made at the point of operation and delivery;
and the possible disadvantages are that the centre may lose
control and there may occur a degree of anarchy.?

3. Delayering. The number of levels between top management and
the shop floor is drastically reduced, frequently with a target of
fewer than five layers. Possible advantages include improved
communications, cutting out of bureaucratic layers that slow
decision-making, cost savings and better relationships between
management and workers. Possible disadvantages include nega-
tive impact on career prospects as promotion prospects are
restricted, and stress created by enlarged job boundaries.

4. Inverting pyramids and including customers. In order to make the
point that organizations exist to serve customers, and that head
office staff exist to support the operating line management,
organization structures are now sometimes portrayed in an
inverted form, as shown in Figure 2.4.

Factors influencing choice of organization
structure

There is no one correct model with universal applicability. Organiza-
tions must introduce the structure that is most relevant to achieving
corporate goals and to the prevailing circumstances. Furthermore,
they must be prepared to change these structures as circumstances



