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IntRoductIon

Management in business pursuits and organizations can be defined as the process 
of coordinating people and processes in order to accomplish specific goals and 
objectives. Business management specifically includes planning, organizing, staff-
ing, directing operations, and resourcing. Resourcing, furthermore, requires the 
strategic use of human, financial, technological, and natural resources in accom-
plishing the goals of a business entity. Because businesses can be usefully viewed 
as “systems,” business management can be seen as human action designed to fa-
cilitate useful outcomes from that system. This view allows for the opportunity 
to “manage” oneself, an important factor to consider before managing operations 
and employees.

Business management is generally viewed as equivalent to “business adminis-
tration”. College and university departments that teach business management are 
often called “business schools”, such as the Harvard Business School. Others use 
the broader term “schools of management” (such as the Yale School of Manage-
ment), which by definition include the management of entities outside of com-
merce, such as in nonprofit organizations and in the public sector. 

In this book, current research in human resources has been appropriately em-
phasized. Human resource management is the function within an organization 
that focuses on recruitment of, management of, and providing direction for the 
people who work in the organization. It is the organizational function that deals 
with issues related to people such as compensation, hiring, performance management, 
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organization development, safety, wellness, benefits, employee motivation, com-
munication, administration, and training. 

Human resource management is the strategic approach to the management of 
an organization’s most valuable asset—the people who work for that organization 
and who, individually and collectively, contribute to the achievement of the ob-
jectives of the business Simply put, human resource management means employ-
ing people, training them, developing their talents, and utilizing, maintaining 
and compensating them for their services as appropriate to the requirements of 
the organization.

The competitive nature of twenty-first-century global commerce requires that 
businesses be managed strategically by managers who are knowledgeable in the 
principles of the field. The efficient, nonexploitive use of human resources is es-
sential to building successful businesses around the world. 

— Rae Simons



corporate social 
Responsibility: the Key 

Role of Human Resource 
management

Suparn Sharma, Joity Sharma and Arti Devi 

abstRact
Business organizations have waked up to the need for being committed to-
wards Corporate Social Responsibility. But still majority have just been tak-
ing up some form of philanthropic activities for its stakeholders. Nurturing 
a strong corporate culture which emphasizes Corporate Social Responsibility 
(CSR) values and competencies is required to achieve the synergistic benefits. 
The employees of an organization occupy a central place in developing such 
a culture which underlines CSR values and competencies. The present study, 
therefore, is an attempt to explore the engagement of human resource man-
agement professionals in undertaking Corporate Social Responsibility. It also 
suggests Human Resource Management to take a leading role in encouraging 
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CSR activities at all levels. The combined impact of CSR and human resource 
activities, which reinforce desirable behavior, can make a major contribution 
in creating long term success in organizations.

Introduction
Business houses, right from the inception of human race, have been regarded as 
constructive partners in the communities in which they operate. Though they 
have been instrumental in creating employment, wealth, products and services, 
yet the pressure on business to play a role in social issues involving employees, 
stakeholders, society, environment, government etc. is continuously increasing. 
The society is questioning the existence of business houses, especially in the wake 
of the scandals and scams conducted by the business houses like UTI, Enron, 
and WorldCom. In response to it, the organizations around the globe are forced 
to wake up to the need for being committed towards Corporate Social Responsi-
bility. Over the years this concept of Corporate Social Responsibility (CSR) has 
gained unprecedent momentum in business and public debate and has become 
a strategic issue crossing the departmental boundaries, and affecting the way in 
which a company does business. It has become so important that many organiza-
tions have rebranded their core values to include social responsibility. Almost all 
corporate websites/ policies/reports talk about their endeavors for CSR which 
has become a way of ensuring that the organization is fulfilling all the obligations 
towards society and thus is eligible for the license to operate. It assures that the 
organization can grow on sustainable basis.

These activities of CSR ranging from small donations to bigger projects for so-
cial welfare sustainable practices differ from organization to organization depend-
ing on the resources available to an organization for undertaking sustainable prac-
tices. Business practices of big and successful companies, with plenty of resources 
at their end, have set the trend for being committed to sustainable practices. Such 
business houses around the globe show their commitment to social responsibility. 
In India, the initiatives of Dabur India Limited, for example, which commenced 
‘Sundesh’ in 1993, a non-profit organization, with an aim to promote research 
and welfare activities in rural areas are appreciable. On the same track to fulfill its 
urge to do something for community, Bharat Petroleum Corporation Limited has 
adopted 37 villages as their responsibility to develop in all walks of life. It has made 
efforts to make them self-reliant, provided them fresh drinking water, sanitation fa-
cilities, medical facilities, vocational training and literacy camps. Around its indus-
trial facilities, Tata Group has created towns and cities like Jamshedpur, Mithapur, 
Babrala for the benefit of its employees. Cadbury India, Glaxo and Richardson 
Hindustan are some of the companies which are helping farmers to grow crops 
which in turn shall serve as raw materials for them (Tripathi & Reddy, 2006). 
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Although the implementation of such activities involves time, effort and re-
sources yet the business houses have realized that it (CSR) is one of the important 
ways in which an organization can distinguish itself from its competitors. The 
tangible and intangible benefits associated with for organization are immense. 
A powerful tool like CSR not only enhances the brand image and reputation of 
the business but also leads to improvement in sales and customer loyalty, and in-
creased ability to attract and retain employees. By capitalizing on it, the organiza-
tions can improve their financial performance and attract more investment with 
immense economic value. The word CSR has, as a result, occupied very important 
place in the plans and strategies of the organizations in the present era.

But still there are numerous organizations which understand CSR as undertak-
ing some donations or philanthropic activities. Rather in its true sense CSR con-
stitutes a strong commitment to social obligations and internalization throughout 
the organizational culture which lays emphasis on the execution of the obligations 
towards the employees and involving them in responsible endeavors. However 
from the very beginning the key player in undertaking such activities in the orga-
nizations has been top management and it has been the driving force in the area of 
social responsibility. Employees have been rarely covered under the ambit of CSR. 
To ensure organization-wide commitment, non-management workforce has to 
be involved in the process. This involvement of employees speaks of the strategic 
contribution of Human Resource Management (HRM) in CSR. In this context, 
the responsibility of human resource management department for encouraging 
sustainable practices that offer practically and theoretically new opportunities is 
very much. 

So the present composition is an attempt to find out that how the staff can 
become the brand ambassadors of the organizations and that “feel good factor” 
can permeate out to others, especially customers and clients. To commensurate 
that it will try to suggest a plan of action by analyzing the CSR activities of various 
organizations to promote sound corporate citizenship which is necessary for the 
development of a culture for social responsibility. Divided into three sections, the 
present study shall put light on the studies emphasizing the involvement of hu-
man resources in socially responsible endeavors in Section I. Section II proposes 
suggestions on internalizing social responsibility by underlining the contribution 
of Human Resource (HR) and Section III concludes the study. 

Literature Review
Different researchers at different points of time have emphasized the critical im-
portance of HR for the proper implementation of CSR and the role that HR 
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can play in developing the process where the business objectives are assessed and 
values re-aligned to match them with staff expectations. 

Greening & Turban (2000) found that job applicant and employee percep-
tions of a firm’s CSR determines their attractiveness towards the organizations. 
Moving on the same track Cropanzano et al. (2001) demonstrates that employee 
attitudes and behaviors are heavily influenced by fairness of organizational actions 
towards them. In a survey conducted by Cherenson group, a New Jersey based 
public relations and recruitment ad agency; in 2002 found that the most impor-
tant factors affecting the reputation of an organization as a place to work in are 
the way the employees are treated and the quality of its products and services. Fur-
ther Good relationships with employees also allows a company to gain additional 
benefits including improving their public image, increasing employee morale, and 
support from the community (Zappala and Cronin, 2002). Nancy (2004) while 
discussing the role of HR in developing CSR culture in organizations emphasized 
that with the growing importance of human capital as a success factor for today’s 
organizations, the role of HR leadership has become more critical in leading and 
educating organizations on the value of CSR and how best to strategically imple-
ment CSR policies and programmes domestically and abroad. In view of this HR 
must be aware that effective CSR means respect for cultural and developmental 
differences and sensitivity to imposing values, ideas and beliefs when establishing 
global HR policies and programmes. 

Redington (2005) with the help of twelve case studies, while underlining the 
HR professionals’ key role in managing the changes required for CSR activities 
to succeed, stated that employees are the most neglected though most important 
stakeholder of the organization for conducting CSR activities. While accentuat-
ing on this issue he said that having a good reputation socially implies that a com-
pany’s behaviour towards its people is consistent and is of a particular standard in 
which they are valued in as much as the external stakeholders. Rupp et. al. (2006) 
accentuated that CSR plays a role about fostering positive social relationships be-
tween organizations and communities. They highlighted that employees will turn 
to CSR to assess the extent to which their organization values such relationships 
and so high levels of CSR can meet employees’ need for belongingness with the 
organization and the society. A survey by Sirota Survey Intelligence (2007) af-
firmed that employees who are satisfied with their organization’s commitment to 
social and environmental responsibilities are likely to be more positive, more en-
gaged and more productive than those working for less responsible employers and 
when employees are positive about their organizations’ CSR commitment, their 
engagement rises to 86 per cent. On the other hand, when employees are nega-
tive about their employer’s CSR activities, only 37 per cent are highly engaged. 
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Similarly, Murray (2008) on the basis of survey stated that more than one-third of 
respondents pointed that working for a caring and responsible employer was more 
important than the salary they earned and nearly half would turn away from an 
employer that lacked good corporate social responsibility policies. 

However Fenwick & Bierema (2008) has pointed that HR department, which 
has the potential to play a significant role in developing CSR activities within 
the organization, found to be marginally involved or interested in CSR. Mehta 
(2003), in a survey, found that only 13 per cent of the companies involved their 
employees in undertaking the various CSR activities. Moreover, the employees 
have also been less likely to fully internalize the corporate culture (Rupp, et. al, 
2006). The implementation of the CSR policy has also traditionally been in the 
hands of ‘management’ and ‘employees’ as the non-management workforce have 
been less likely to be involved in developing and implementing a policy on busi-
ness responsibility towards society. There are large variations in the understanding 
of CSR in the head office and the local plant or sales office of an organization 
(Young, 2006). The perceptions of workers and management also differ about 
whether an organization is complying with such regulations as related to labour 
or working conditions (Mehta, 2003). 

Agarwal (2007) stated that with the adoption of HR policies, such as, periodic 
review of employee performance, adequate training for the workforce and career 
advancement norms for its personnel, creating motivation, and commitment in 
the workforce the organization can reap the full business benefits and become 
successful to the great satisfaction of all its stakeholders. This is also reinforced by 
Malikarjunan (2006). Emphasizing upon such dimensions Krishnan & Balachan-
dran (2004) pointed out the role of HRM in incorporating responsible practices 
within an organization. It is due to the lack of involvement of employees and fail-
ure to embed the socially responsible values into the organizational culture that 
many CSR initiatives inevitably fail and they just become an exercise in public 
relations (Mees & Bonham, 2004). 

The above verdicts of different researchers at different points of time entail 
that no doubt they have underscored the role of employee involvement through 
HR in various socially responsible initiatives of organization. But they have paid 
little attention on this aspect that how the internalization of CSR culture can hap-
pen with the initiatives of HR department of organization. How the company’s 
values and policies for corporate responsibility can be reflected through various 
HR functions and consequently how the HR function can be a powerful agent in 
effecting company-wide progress in its CSR performance. With this backdrop in 
mind present study has designed.
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Internalizing csR: Initiatives of HRm 
The role of HR function in embedding the CSR values in the corporate culture 
is immense and has been underlined also. An organization can exhibit a better 
image in the minds of people by presenting itself as an excellent employer which 
cares for its people and involves them in the ambit of social responsibility. This 
involvement of employees indicates the strategic importance of HRM in the CSR 
initiatives of an organization. Human Resource policies, forming the framework 
for the culture in the business management, create awareness towards the need 
to achieve the business goals in the best possible and ethical manner (Agrawal, 
2007). With the help of HR functions, the socially responsible values can be in-
culcated and sustained in the organizational culture through the following ways: 

•	 The HR department should take the responsibility to develop a formal policy 
on sustainable practices involving employees. British gas, for example, used em-
ployee volunteering as a vehicle to achieve business-driven culture. The success 
of the initiative led to the development of a formal policy on employee volun-
teering. The company developed the ‘Cardiff Cares’ volunteering initiative with 
the purpose of encouraging employees to raise funds and donate some of their 
time to the local community (Redington, 2005). Employee fundraising was a 
way to show support for the local community, to build positive team spirit in 
the organization and to create a ‘winning’ environment at the workplace. The 
managing director and the HR team’s strong commitment enabled the initia-
tive to be a big success improving the employee retention levels and employee 
satisfaction.

•	 The orientation programme of newly recruited candidates should be designed 
in a manner that corporate philosophy about CSR gets highlighted. The com-
mitment of top management towards CSR is very important which should be 
expressed in tangible terms to reinforce the right kind of behavior in the organi-
zation. Wipro, for example, inculcates CSR values amongst its workforce right 
at the beginning during the induction process. Corporate presentations, keep-
ing employees updated through mails, regular newsletters are the instruments 
used to keep employees energized about the organization’s socially responsible 
initiatives.

•	 The designing of Performance Management System should be done in such a 
manner that it measures the socially responsible initiatives taken by employ-
ees. This becomes important as the internalization of CSR in an organizational 
culture requires that appropriate behaviors get appraised, appreciated as well 
as rewarded. Otherwise, the organization might fail to inculcate it amongst all 
employees due to lack of positive reinforcement.
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•	 The Training facilities may also be made available to instill the CSR culture 
among employees. This becomes necessary to make employees learn and prac-
tice CSR activities. The training of employees through “CSR Living Our Values 
Learning Tool” at Cadbury Schweppes (Young, 2006), the major global bever-
age and confectionary organization, has been a good example of partnership be-
tween HR and CSR. The company has also included social responsibility in the 
latest management development initiatives like the global “Passion for People” 
management skills programme. 

•	 Empowerment of managers by giving them decision-making authority shall 
help in executing social responsibility at local level. It becomes important when 
an organization with plants or units at multiple locations around the world 
operate. Armed with decision making authority, the managers will be able to 
appreciate and assess the needs. Therefore, the employees may be appropriately 
authorized to encourage initiative in the area of social responsibility. Clear re-
porting and review mechanisms may be put in place in the organization which 
shall improve the focus and effectiveness of CSR (Mehta, 2003).

•	 Code of ethics of an organization can stimulate social responsibility to a great 
extent reinforcing amongst its employees the underlying values. Training on 
code of ethics should be undertaken by the organization. Best Buy, a fortune 
100 company and the largest specialty retailer of consumer electronics in the 
United States and Canada, has initiated ethics training for its employees. Elec-
tronic Data Systems (EDS) has a global CSR strategy which is well supported by 
HR function and the employees (Redington, 2005). The HR department of the 
company has also developed an e-learning course for its employees built around 
the Department of Trade and Industry, CSR Competency framework.

•	 Responsible Human Resource Management practices on equal opportunities, 
diversity management, whistle blowing, redundancy, human rights, harrasment 
shall give credibility to the CSR initiatives of the organization. It is beyond 
doubt that protecting human rights such as denial or prevention of legal or 
social rights of workers is a very important issue under CSR. Companies like 
Wipro, Infosys, Dabur, and ICICI have even framed whistle blowing policy, 
providing protection to the employees who come to know about any unethical 
practice going on within the organization, covering a whole gamut of subjects 
and showing their positive approach towards unethical practices.

•	 The separation of employees during mergers, acquisitions, downsizing etc. 
should be strategically aligned with the business strategy as well as Corporate So-
cial responsibility. Retraining, retention, redeployment of people can be worked 
out with aggressive communication, information campaigns and outplacement 
services in place to assist the transition of people from the organization. Hin-
dustan Unilever Limited (HUL), for example, provided outplacement services 
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to the employees of its foods division at Bangalore when they were unable to 
move to Mumbai in 2006. Over 60 firms and 25 placement agencies were con-
tacted by the company to arrange for multiple job interviews for a number of 
employees.

•	 Social Reports or Sustainability Reports should be prepared to underline the 
organization’s commitment to social or sustainable practices. In India, the top 
management, in their messages, speeches to shareholders and in annual reports 
has been resorting to social reporting but it should be made more formal in na-
ture (Bhatia, 2005 & Raman, 2006). Tata Steel Limited, for example, has been 
preparing Sustainability Reports under the stringent guidelines of Global Re-
porting Initiatives, 2002 on economic, environment and social performance.

•	 The Human Resource department should effectively measure and evaluate CSR 
activities. The value added by CSR in the form of direct results, such as, eco-
nomic savings and indirect results like increase in employee satisfaction, less em-
ployee turnover, measured by staff attitude surveys, shall indicate contribution 
to improved business performance. There is also a need to conduct periodic re-
view of the CSR activities. CurAlea Management Consultants Pvt. Ltd. (2007) 
has suggested for conduction of periodically an independent internal review or 
audit of the effectiveness of CSR programmes.

conclusion
Successful programmes on social responsibility rely heavily on enlightened people 
management practices. In this context HR department is assumed to be the co-
ordinator of CSR activities in getting the employment relationship right which is 
a precondition for establishing effective relationships with external stakeholders 
and thus can orient the employees and the organization towards a socially respon-
sible character. There is also an increasing trend in the corporate sector which 
has started leveraging upon employees and their management for exhibiting their 
commitment towards CSR. Armed with a strong and committed organizational 
culture reinforced by responsible Human Resource Management practices, the 
organizations can achieve heights of success by improved profitability, employee 
morale, customer satisfaction, legal compliance and societal approval for its ex-
istence. It is high time for all other organizations which have been paying only 
lip service to CSR that they must capitalize upon the existing Human Resource 
Department in framing such practices, procedures and policies that ensure the 
internalization of quality, ethics and excellence in the whole system. By doing 
this they can sensitize the employees and the whole organization towards CSR 
without adding any additional cost. 
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To recapitulate it can be said that companies have increasingly felt the need 
to co-ordinate their CSR activities and demonstrate their commitment to social 
responsibility. But delivery, not rhetoric, is the key in developing the trust of 
external stakeholders for any organisation and it cannot be done without begin-
ning charity at home. To do that social responsibility needs to be embedded in an 
organisation’s culture to bring change in actions and attitudes in which Human 
Resource can play a significant role. Otherwise, CSR may run the risk of being 
categorised as shallow ‘window-dressing’. 
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Practices in Lebanese 
Hospitals

Fadi El-Jardali, Victoria Tchaghchagian and Diana Jamal 

abstRact
Background

Sound human resources (HR) management practices are essential for retain-
ing effective professionals in hospitals. Given the recruitment and retention 
reality of health workers in the twenty-first century, the role of HR manag-
ers in hospitals and those who combine the role of HR managers with oth-
er responsibilities should not be underestimated. The objective of this study is 
to assess the perception of HR managers about the challenges they face and 
the current strategies being adopted. The study also aims at assessing enabling  
factors including role, education, experience and HR training.
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Methods

A cross-sectional survey design of HR managers (and those who combine their 
role as HR manager with other duties) in Lebanese hospitals was utilized. 
The survey included a combination of open- and close-ended questions. Ques-
tions included educational background, work experience, and demographics, 
in addition to questions about perceived challenges and key strategies being 
used. Quantitative data analysis included uni-variate analysis, whereas the-
matic analysis was used for open-ended questions.

Results

A total of 96 respondents from 61 hospitals responded. Respondents had vary-
ing levels of expertise in the realm of HR management. Thematic analy-
sis revealed that challenges varied across respondents and participating hos-
pitals. The most frequently reported challenge was poor employee retention 
(56.7%), lack of qualified personnel (35.1%), and lack of a system for per-
formance evaluation (28.9%). Some of the strategies used to mitigate the 
above challenges included offering continuing education and training for 
employees (19.6%), improving salaries (14.4%), and developing retention 
strategies (10.3%). Mismatch between reported challenges and strategies were 
observed.

Conclusion

To enable hospitals to deliver good quality, safe healthcare, improving HR 
management is critical. There is a need for a cadre of competent HR manag-
ers who can fully assume these responsibilities and who can continuously im-
prove the status of employees at their organizations. The upcoming accredi-
tation survey of Lebanese hospitals (2010-2011) presents an opportunity to 
strengthen HR management and enhance competencies of existing HR man-
agers. Recognizing HR challenges and the importance of effective HR strate-
gies should become a priority to policy makers and top managers alike. Study 
findings may extend to other countries in the Eastern Mediterranean region.

background
The 2006 World Health Report [1] launched the Health Workforce Decade 
(2006-2015), with high priority given to retaining high-quality health care work-
ers. The Kampala Declaration (2008) stressed the crucial role of retaining an ef-
fective, responsive and equitably distributed health workforce [2]. Sound human 
resources (HR) management practices are a key strategy for retaining effective 
health professionals in health care organizations (HCOs). Given the recruitment 
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and retention reality of the health workforce in the twenty-first century, the role 
of HR managers in health care organizations (HCOs) and those who combine the 
role of HR managers with other responsibilities should not be underestimated.

One of the biggest challenges for hospitals today is the availability of a strong, 
capable, and motivated workforce. Hospitals are ‘people-driven’ and their primary 
expenses are labour costs. As in many developed and developing countries, many 
hospitals in Middle Eastern countries have come to realize that the most impor-
tant asset to their organization, besides physical capital and consumables, is their 
health human resources, without which they cannot properly function [3]. At the 
system level, evidence indicates a strong link between the availability of health 
care providers and population health outcomes [4].

Poor work environments and the absence of sound recruitment and retention 
practices are some of the key health human resources challenges that are facing 
many Middle Eastern hospitals. These obstacles have resulted in growing staff 
shortages, attrition and early retirement, poor staff satisfaction, high turnover, 
and emigration [5]. Many hospitals suffer from poor managerial and planning 
capacity in the area of health human resources, and lack recruitment and reten-
tion strategies. Such strategies are essential in terms of planning, job satisfaction, 
and intent to stay [6]. Few studies have been conducted to assess recruitment and 
retention practices and strategies in the Eastern Mediterranean Region (EMR). 
A study targeting nursing directors in Lebanon found that the majority of the 
sampled hospitals (88.2%) reported facing challenges in retaining their nurses 
due to unsatisfactory salary and benefits (80.8%); unsuitable shifts and working 
hours (38.4%); presence of better opportunities abroad (30.1%) and within the 
country (30.1%); workload (27.4%); and instability of the country (16.4%) [6]. 
Many hospitals reported engaging in strategies to mitigate the above challenges 
such as offering financial rewards and benefits (62.7%); implementing a salary 
scale (47.8%); flexible schedules (31.3%); staff development (29.9%); offering 
praise, incentives and motivation (19.4%); improving the relationship between 
nurses and management (19.4%); improving work environment (14.9%); and 
promotion opportunities (11.9%) [6]. One of the main findings of the study was 
the mismatch between reported challenges and implemented strategies which will 
probably lead to further challenges for Nursing Directors in Lebanese hospitals.

There is a need for sound and proven strategies developed by HR managers 
for recruiting and retaining HR in hospitals. Hospitals need effective Human 
Resources Management (HRM) to be able to deliver quality and safe care [7]. Ac-
cording to evidence in the literature, effective HRM practices lead to better health 
and well-being of workers, higher satisfaction, lower absenteeism and turnover, 
financial advantages (reduced costs, increased productivity), and better quality of 
care and patient outcomes. Thus effective HRM strategies practiced by HR managers 
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are becoming critical to the success of hospitals [7]. The most prominent chal-
lenges to HRM include policies and procedures which hinder the process and 
delay recruitment and retention; very centralized and fragmented HR manage-
ment systems; lack of incentives; poor utilization of current staff in addition to 
absence of proper leadership [8]. In spite of the fact that effective human resources 
management is essential for the success of organizations, limited knowledge is 
available about the challenges and the nature of interventions utilized by human 
resource managers in hospitals including enabling factors and the competences 
they have or require. In addition, limited knowledge is available on the number, 
qualifications, experience and competences of existing HR managers in hospitals. 
This is known in several East Mediterranean countries, and Lebanon is no excep-
tion.

To our knowledge, no study has been done in Lebanon and the region to 
survey HR managers in hospitals about their views on current HR challenges, 
strategies implemented, and enabling factors including role, education, experi-
ence and training.

objective

The objective of this study is to assess the HR challenges and strategies as per-
ceived by HR managers in Lebanese hospitals. Specifically, the study is aimed at 
assessing the perception of HR managers about the challenges they face and the 
current strategies being adopted. The study also aims at assessing enabling factors 
including role, education, experience and HR training.

methods
A cross-sectional survey design of HR managers (and those who combine their 
role as HR manager with other duties) working in all Lebanese hospitals was 
developed. To ensure a balanced design with respect to service and care character-
istics, the hospitals were stratified by size (number of beds) into the three catego-
ries defined by the Lebanese Ministry of Health as follows: small (≤ 100 beds), 
medium (101-200 beds) and large (>200 beds).

The survey targeted HR managers (and employees who combine the role of 
HR manager with other duties) in Lebanese hospitals and was designed based 
on an extensive literature review and discussions among the research group. The 
research team used a combination of open- and close-ended questions to allow 
the HR managers to better document their viewpoints regarding challenges and 
strategies. Questions included educational background, qualifications, work  
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experience, gender, and age. The survey also included questions about perceived 
challenges facing the human resources component at hospitals and key strategies 
to mitigate these challenges. These were open-ended questions so that respon-
dents could freely describe the specific issues pertaining to each question. The 
survey also addressed other issues such as the categories of human resources with 
whom HR managers were facing the most challenges in retention, frequency of 
conducting performance appraisal, trends in assessment of credentialing for medi-
cal and nursing staff, existing continuing education or development programs, in 
addition to the presence of recruitment and retention strategies being utilized by 
the hospital.

The questionnaire was originally developed in English and then translated 
to Arabic as it is the primary language of most HR managers in Lebanon. Back 
translation to English was conducted to validate the Arabic translation. After the 
questionnaire was finalized, it was pilot tested for both language versions after 
which minor changes were made to the wording of some questions.

HR managers (and those who combine the role of HR manager with other 
duties) in all Lebanese hospitals were contacted. Hospitals were asked to forward 
the survey to individuals in charge of the HR function. When contacted, the hos-
pitals were informed about the purpose and significance of the study. Hospitals 
were assured that participation was voluntary in addition to the confidentiality 
and anonymity of their responses. After obtaining informed consent to partici-
pate in the study, the questionnaire was provided to HR managers. In some in-
stances, hospitals did not have a designated HR manager, therefore, two or more 
employees often combined their primary role in the hospital (whether clinical or 
non-clinical) with the HR management function. In these cases, all employees 
affiliated with the HR department filled the survey.

All hospitals were sent a fax requesting their participation in the study. A 
total of 72 hospitals expressed their willingness to participate and 61 hospitals 
responded to the survey with a total of 97 respondents.

data analysis

Data was entered and analyzed using the Statistical Package for Social Sciences 
(SPSS) 16.0. The quantitative data analysis included uni-variate and bi-variate 
analysis. The qualitative data analysis comprised thematic analysis of open-ended 
questions to derive the main challenges and strategies adopted by hospitals as 
perceived by HR managers. Answers were thematically analyzed and coded. Simi-
lar codes were grouped under categories and related categories were then gath-
ered under themes. Strategies were compared against reported challenges to assess 
whether the adopted strategies can serve to mitigate the impact of the reported 
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challenges. Thematic analysis followed both an inductive and deductive approach 
whereby some themes were based on a search of the literature (inductive) and 
others emerged from findings (deductive). The predetermined HR challenges in-
cluded financial constraints, employee shortages and lack of qualified personnel, 
migration, poor job satisfaction, recruitment challenges (or lack of such a system), 
and poor employee retention (incentive programs). As for proposed strategies, 
the predetermined themes included improving salaries and strengthening incen-
tive plans, enhancing managerial support, developing recruitment and retention 
strategies, and offering continuing education to staff. Additional challenges and 
strategies were also derived from the deductive approach.

Analysis of quantitative data included questions on level of education, 
qualifications in HR management, experience and training in HR manage-
ment, and plans for continuing education in the realm of HR management, 
in addition to other information about the hospital where respondents were 
employed.

Results
characteristics of Respondents

When the respondents were asked whether they were in charge of the HR func-
tion at the hospital, 68% answered positively, and 42% of those held other jobs 
in the hospital (mainly administrative positions). The majority of respondents 
(40.2%) held a bachelors degree (Bachelors of Business Administration (BBA), 
Bachelors of Arts (BA) or Bachelors of Science (BS), while 26.8% held a mas-
ters degree (Masters of Business Administration (MBA), Masters of Arts (MA) 
or Masters of Science (MS)), and 12.4% a Masters of Public Health (MPH) (See 
Table 1).

A total of 63.6% of respondents reported holding some qualifications in HRM 
and 72.2% reported currently pursuing education or training related to HRM. In 
addition, 82.5% reported being interested in pursuing education or training re-
lated to HR management. However, approximately half the respondents (47.4%) 
reported not having attended any HRM workshops over the past 3 years.

The question on years of experience had only a 24.7% response rate and thus 
may not represent the entire sample. Respondents who answered this question 
had an average experience of 7.56 (± 5.57) years. It is also worth noting that only 
41.2% had previously worked in the field of HRM. Most respondents were fe-
male (74.2%) and 64.9% were between 30 and 45 years of age.
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Table 1. Qualifications and description of respondents

HR challenges, strategies and enabling Factors

Thematic analysis revealed that challenges varied across respondents and partici-
pating hospitals. The most highly reported challenge by respondents was poor em-
ployee retention at hospitals (56.7%), particularly for nurses (see Table 2). Lack 
of qualified personnel (35.1%) ranked second whereby respondents reported that 
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there are few candidates for specific positions in their hospitals. Moreover, some 
required specialties are not available in universities and schools (e.g. occupational 
health and safety officers, quality managers, etc.). This may cripple the hospi-
tals’ ability to provide quality care, as existing staff members cannot assume these 
roles. The lack of person/job fit may thus impede the hospitals’ ability to provide 
certain services or meet national hospital accreditation requirements in Lebanon. 
The lack of a system for performance evaluation (28.9%) also emerged as a major 
challenge as it has reportedly limited the hospitals’ ability to evaluate the compe-
tencies and performance of their staff, especially critical staff members. Financial 
constraints were also reported as a major challenge by 24.7% of respondents, as 
many staff members may value it more than other forms of incentives. Other less 
frequently reported challenges included overall employee shortages (10.3%), poor 
satisfaction (8.3%), competition with other hospitals (particularly governmen-
tal hospitals) (8.3%), and limited capacity and authority of the HR department 
(6.2%). The lack of an HR strategic plan also emerged as a challenge but was only 
reported by 6.2% of participants (see Table 2).

Table 2. Most commonly reported challenges and strategies

Respondents were asked to report on some strategies utilized by the hospi-
tal to mitigate the impact of the above-reported challenges. Although many re-
spondents reported HRM challenges, a total of 68 respondents (70.1%) reported 
strategies to mitigate the effect of these challenges. Thematic analysis (reported in 
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Table 2) revealed that the most commonly reported strategy by respondents was 
offering continuing education and training for employees (19.6%). Hospitals of-
ten send some of their employees to workshops or short courses to improve their 
knowledge on certain aspects of their job. Some hospitals also use credits collected 
from attending such courses when considering promotion opportunities. Improv-
ing salaries ranked second (14.4%) among reported strategies, as many hospi-
tals believe that this may be the only way they can keep their employees. Some 
hospitals also reported developing retention strategies (10.3%) to better retain 
their employees; but respondents did not specify exact strategies being utilized. 
Other hospitals have started developing incentive plans (8.3%), mainly through 
material rewards, to encourage staff members to remain employed. Managerial 
support (7.2%) also emerged as an HRM strategy, but was only reported by few 
respondents. Other strategies included but were not limited to needs assessment 
of existing challenges (6.2%), developing recruitment strategies (5.2%), develop-
ing an HR strategic plan for the hospital (5.2%), and improving overall work 
environment in the hospital (5.2%) (see Table 2).

It is worth noting that 79.4% of respondents reported that the adopted 
strategies were successful in improving the status of health workers in surveyed  
hospitals.

Respondents were asked about enabling factors that foster employee reten-
tion, such as conducting performance appraisal and evaluation, in addition to 
staff retention strategies. When asked about the frequency of conducting perfor-
mance appraisal, 77.3% reported conducting annual performance appraisal for 
all of their employees in the hospital (see Table 3). Although conducting perfor-
mance appraisals is a requirement of the Lebanese hospital accreditation program, 
our findings imply that not many hospitals recognize its importance for employee 
retention yet. The remaining hospitals did not report conducting performance 
appraisals. However, respondents indicated that some specific staff members are 
often appraised as needed, such as heads of departments, some members of the 
medical staff, and selected nurses and technicians.

Periodic assessment of credentialing for medical and nursing staff was reported 
by 62.9% of respondents. Furthermore, 54.6% of hospitals reported having a 
continuing education or career development programs in their hospitals. Most of 
the HR managers (85.6%) reported that they provided staff with ad-hoc training 
sessions both in and outside the hospital (89.2%). Moreover, over half the respon-
dents (56.7%) reported a need for training in specific HR skills to help them in 
their role within this department in their hospital (see Table 3).

Only 26.8% of respondents reported that their hospital has a recruitment and 
retention strategy. The low percentage on this question may reflect a lack of awareness 
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about the extent to which recruitment and retention strategies are effective HR 
management tools in Lebanese hospitals (see Table 3).

Table 3. HR Management trends in participating hospitals

Respondents were finally asked to select the top three categories of health 
professionals facing the most challenges at their hospital. The majority of respon-
dents reported that the staff categories facing the most challenges were registered 
nurses (78.4%), practical nurses (49.5%), and administrative staff (33.0%) (See 
Table 4). Respondents also reported that they are facing challenges with addi-
tional members of the hospital staff, including: housekeeping staff, technicians 
and casual employees (paid on a daily basis).

Table 4. Categories of health professionals facing most challenges
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discussion
The results of this study indicate that HRM in Lebanese hospitals should be 
strengthened in order to build capacity to better manage and retain health work-
ers. The findings showed that not all hospitals clearly delineate the departmental 
responsibilities for its HRM function. This can be demonstrated by the challenges 
and strategies that emerged from thematic analysis. The most striking observation 
is the mismatch between challenges and strategies in this study. This finding is 
similar to an earlier study targeting nursing directors [6], where retention strate-
gies did not always correspond to the reported challenges. However, this does 
not necessarily imply that the HR managers are not aware of how to address the 
challenges they reported. On the contrary, it may reflect the limited capacity and 
authority they have to mitigate challenges that are hindering HR development at 
their institution. This was actually reported as a challenge by some of the respon-
dents. Another challenge reported by some respondents was the lack of a strategic 
plan for HR in hospitals. It is worth noting that Lebanese hospitals are currently 
in the process of preparing for a new national accreditation survey, and the de-
velopment of a HR strategic plan is a requirement in the Lebanese accreditation 
standards.

While many themes (related to challenges and strategies) derived from the 
results of this study correspond well with those derived from the literature, it 
should be noted that additional challenges and strategies emerged. The additional 
challenges include: lack of a strategic HR plan, competition with other hospitals 
(particularly governmental hospitals), limited capacity of the HR department, 
absenteeism, social constraints, poor communication across departments, hospi-
tal location, and lack of trust in hospital administration. As for retention strate-
gies, the additional themes that emerged from the results are: needs assessment 
for existing challenges; improving work environment; communicating specialties 
needed at universities and schools; cooperating with other institutions on con-
tinuing education for staff members; and cross training to fill vacant positions 
(for promotion from within hospital). It is clear that many of these additional 
challenges and reported strategies are specific to the context of Lebanon.

As previously stated, many of the reported strategies deployed by HR manag-
ers did not exactly match the reported challenges. However, many of the proposed 
strategies can remedy to some extent the reported challenges. For instance, the 
most commonly reported strategy was offering continuing education and train-
ing for employees (19.6%). Moreover, 54.6% of respondents reported offering 
continuing education sessions to staff while 85.6% offer training sessions. Offer-
ing continuing education and implementing professional clinical/career ladders 
have been cited as effective strategies for improving employee retention [9-12] 
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and improving health worker efficiency which is linked to the scaling up of pro-
ductivity [13]. They are forms of non-financial incentive which allow employees 
the opportunity to advance in their careers. Further research is needed to asses 
whether continuing education at Lebanese hospitals is strategic and in line with 
training needs of staff.

Many respondents revealed that hospitals are engaging in financial incentives 
in an effort to retain their staff. Despite the attractiveness of financial rewards, it 
has a limited impact if not combined with improved working conditions, em-
ployee motivation and linked to individual performance [14]. It should be noted 
that only 14.4% of hospitals are engaging in financial incentives, although 24.7% 
reported having financial constraints that did not allow them to compensate their 
staff as appropriately as desired. It is also worth noting that some respondents 
(8.3%) reported that hospitals are beginning to develop incentives without speci-
fying whether they were financial or non-financial. More work is needed to un-
derstand the types of incentives used by Lebanese hospitals and their level of 
success.

Managerial support has been cited as an effective mechanism to improve em-
ployee motivation, job satisfaction and retention [15,16]. Managerial support in-
cludes but is not limited to coaching and mentoring staff, supporting continuing 
education pursuits, staffing and scheduling, and mediation between staff and ad-
ministration, among other responsibilities [15]. Managers also have a leadership 
role, which is as essential component of employee retention, particularly through 
encouraging an atmosphere of autonomy and shared governance, in addition to 
empowerment and group cohesion [16]. Despite the importance of managerial 
support, only 7.2% of respondents cited it as a retention strategy at their hospital. 
Furthermore, a mere 10.3% of respondents reported developing retention strate-
gies to counter the HR challenges at their hospitals. However, this does not neces-
sarily imply that hospitals do not recognize the importance of retention strategies. 
With regard to enabling factors for employee retention, many hospitals reported 
engaging in performance appraisals (77.3%) and assessment of staff credentials 
(62.9%). Such practices are now required in the Lebanese hospital accreditation 
program, and all hospitals are required to comply with standards relating to per-
formance appraisals and credentialing. However, there is a lack of information on 
the degree of compliance of hospitals with this standard and the types of perfor-
mance appraisals being used.

Many respondents reported that the strategies adopted by their hospitals were 
successful in mitigating existing challenges. It is not clear how success was assessed, 
particularly in that many of the reported strategies did not fully correspond to the 
reported challenges. This may be an indirect outcome of the qualifications of the 
respondents and their capacity to fill the position of HR managers. Although 
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some respondents had a masters level degree, the majority reported that it was 
their working experience that qualified them to fill this role in their hospital. It is 
worth noting that many of the respondents had dual roles in the hospital which 
may have affected their perception of the existing challenges and limited their 
capacity to enforce proper strategies to counter their impact.

conclusion
With the upcoming accreditation survey of Lebanese hospitals (2010-2011), 
there is an opportunity for hospitals to enhance competencies of existing HR 
managers, and strengthen the HR management component. There is a need to de-
velop a competency framework for the knowledge, skills, attitudes and behavior 
required for various HR managers. Thorough assessment of what qualifications 
and experience HR managers have, including all those who work in health care 
organizations, is required. In this context, there is a need to maintain an adequate 
number of HR managers in health care organizations with clearly delineated roles, 
responsibilities and competencies. One of the major findings of this study was 
that many respondents combine their duties in the HR department with other 
roles in the hospital. This comes to exemplify the need for a cadre of competent 
and well-trained HR managers who can fully assume these roles in Lebanese hos-
pitals and work to continuously improve the status of employees at their hospi-
tals. In this context, middle managers (department heads) can play a vital role in 
HR management and provide supervisory support. These middle managers can 
participate in selection/recruitment processes of HR; and they can perform su-
pervisory functions related to HR performance management and appraisal. With 
regard to retention strategies, proper assessment of the impact of current retention 
strategies in Lebanese hospitals is required. Such information will be crucial to 
improving HRM practices at the hospital level, and also in providing lessons for 
peer hospitals, particularly ones that are not currently implementing any reten-
tion initiatives.

HRM is a discipline which requires a distinct knowledge base and training. It 
is not common in certain areas in the health sector at the moment to find profes-
sional HR managers, as they are usually promoted from other disciplines. As a 
result, further education or training is generally required in order to have the nec-
essary competencies to perform well. There is a need to expand HR professional 
knowledge and competencies for the effective management of human resources in 
HCOs. There is also a need to increase the pool of competent HR professionals. A 
new cadre of HR managers will need to be trained and enabled to have real input 
into operational and strategic decisions about HRM.
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Our study findings may apply to other countries in the Eastern Mediterranean 
Region. Another recent study in nine countries found that health systems suffer 
from poor HRM, resulting in absence of effective recruitment and retention strat-
egies, poor HR planning, lack of proper performance evaluation mechanisms, 
and absence of a policy for re-licensing of medical staff [5], and other negative 
consequences. HRM challenges in HCOs should be valued by policy makers and 
managers and developing effective HR strategies should become a priority.
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turnover and Heterogeneity in 
top management networks: a 
demographic analysis of two 

swedish business groups 

Sven-Olof Collin and Timurs Umans

abstRact 
A theory based on the demography of top management teams is used to ex-
plain membership turnover in two Swedish business groups, network anal-
ysis being used to define group membership. The results suggest these busi-
ness groups possess a combination of financial and industrial experience as a 
group resource and the socialising strategy of control as a force counteracting 
the conflict-producing force of heterogeneity. An organisational demograph-
ic perspective focusing on opposing forces of heterogeneity and homogeneity 
is developed. It is shown that the perspective can be applied both to formal  
organisations and to informal ones such as networks. 
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Introduction
Organisational demography (Pfeffer, 1983) involves measuring the individual 
characteristics of persons belonging to an organisation, using these to describe the 
organisation and explain organisational outcomes. A common issue involved is 
that of explaining turnover, i.e., the exit of members of an organisation, especially 
members of top management teams (TMT), on the basis of such heterogeneity-
related variables as differences in age, culture, tenure, education and function-
al experience (Daily and Dalton, 1995; Elron, 1997; Hambrick and D’Aveni, 
1992; Keck and Tushman, 1988; Keck and Tushman, 1993; Kirkman & Shapiro, 
2001; McCain, O’Reilly III and Pfeffer, 1983; O’Reilly III, Caldwell and Bar-
nett, 1989; Pelled, 1996; Wagner, Pfeffer and O’Reilly III, 1984; Wiersema and 
Bantel, 1993, and Wiersema and Bird, 1993). A basic hypothesis concerns the 
“similarity-attraction paradigm” (Tsui and O’Reilly, 1989) stating that persons 
prefer individuals who are similar to themselves, or more specifically that high 
heterogeneity triggers turnover. 

A demographic perspective alone however, does not indicate which individual 
dimensions trigger turnover. While in some situations heterogeneity of branch, 
for example, can trigger turnover (Jackson, Brett, Sessa, Cooper, Julin and Pey-
ronnin, 1991), it can, however, be expected to be negatively related to turnover in 
the case of business groups, as will be argued in this paper. There is thus the need 
for considering the context of the organisation when predicting the dimensions 
that are important in triggering turnover, as indeed has been argued by Alexander, 
Nuchols, Bloom and Lee (1995) and Milliken and Martins (1996). Additionally, 
the heterogeneity of even highly relevant dimensions does not necessarily influ-
ence turnover appreciably, since it is conceivable that countervailing forces of an 
integrative character may reduce the turnover effects of heterogeneity (Hambrick, 
1994). 

A demographic perspective has often been used to explain TMT processes 
and outcomes in formal organisations, and it has expanded to include boards of 
directors (Knippenberg et al., 2004; Schippers et al., 2003; Zajac and Westphal, 
1996) and the relationships between the board and the TMT (Golden and Zajac, 
2001; Daily and Schwenk, 1996; Kor, 2006). While Hambrick (1994), in an 
extensive review of the literature argues for studies focusing one level below the 
organisational edge, i.e., the business unit level, we contend that the level above 
the single organisation, when it exists, is as important to study as the other levels. 
Indeed, there are informal organisations such as business groups (Collin, 1998; cf. 
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Gerlach, 1992) consisting of separate corporations linked by flows of ownership, 
management, board members, board directors, capital, and the like. It is, therefor, 
likely that some teams are based within more than one formal organisation. These 
groups take on the form of conglomerates or spheres of influence (Levine, 1972) 
for example, in the US, of konzerns and bank groups in Germany, of Keiretsus 
in Japan (Aoki, 1990), of industrial groups in France (Encaoua and Jacquemin, 
1982) and of financial groups in Sweden (Collin, 1990). Business groups seem 
to consist of elite individuals, quite similar to “the inner circle” in UK (Useem, 
1984) and “upper echelons” in US (Hambrick and Mason, 1984). They can be 
seen as basically equivalent to the TMTs of formal organisations. Thus, the paper 
extends the notion of TMT turnover to include top management teams other 
than formal ones. 

However, lacking formal status, the TMTs of business groups cannot be iden-
tified through methods such as those of letting the position in the formal hierar-
chy determine whether a manager belongs to the TMT of the corporation or not. 
The present paper proposes that a TMT can better be identified through network 
analysis in which such criteria as possibilities for interaction and frequency of 
interaction are used to identify those managers who belong to the TMT. 

The paper’s aim is to predict turnover in networks of elite individuals identi-
fied on the basis of interlocking directorship data (this study is based on the data 
from 1975, 1980 and 1986) from the two largest business groups in Sweden 
(the Wallenberg group and the Handelsbank group). The theory put forward to 
explain turnover here states that the TMT of a business group possesses a com-
bination of financial and industrial experience, that this branch heterogeneity 
represents a resource, and that a socialising strategy of control serves to counteract 
the potential conflicts which this heterogeneity tends to produce. The major con-
tributions of the paper are the idea of countervailing forces affecting turnover, the 
application of turnover to elite networks and use of an operational definition of 
the TMT based on explicit group considerations. 

The paper is divided into five sections. The first section describes the demo-
graphic perspective and deals with questions of turnover, heterogeneity and the 
definition of TMT that the paper is addressing. The second section examines 
turnover in Swedish business groups, first introducing the two largest Swedish 
business groups, and then developing a theory to explain TMT turnover in these 
business groups. The third section takes up the method by which the members of 
the TMTs of the business groups were identified, the data that were obtained and 
the measures that were employed. The fourth section presents the results of the 
analysis. The last section concludes the paper and considers possible implications 
for research and offers a simple rule of thumb for management when composing 
a TMT. 
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the Perspective of organisational demography 
and its application to tmt turnover 
A study of TMT composition using the perspective of demography has to be 
based on certain arguments concerning issues of both ontology and methodol-
ogy. This section is devoted to the arguments a) that organisational demography 
should retain its objective character, b) that the study of TMT and its composi-
tion, i.e., turnover, is important since TMTs and the composition those have 
affect the organisation and can be regarded as a strategic resource for the organi-
sation, c) that it is partly a substantive theoretical problem to determine which 
demographic dimensions that are relevant in predicting turnover, and finally d) 
that the operational definition of a TMT should be based on team characteristics, 
making it possible to study elite”s in non-formal organisations such as networks 
and the forces behind their compositional characteristics. 

the objective character of demography 

Ever since the time of Malthus, researchers in economics have been interested in 
demographic variables. It was Pfeffer (1983) that has introduced demographic 
considerations into organisation theory as a perspective of its own after consider-
ing demographic variables in a number of empirical studies (McCain, O’Reilly 
and Pfeffer, 1983; Pfeffer and Leblebici, 1973; Pfeffer and Moore, 1980). Since 
Pfeffer”s (1983) classical work, demography of organisations became a rapidly 
expanding field that an organisational perspective focused on culture and organi-
sational economics has been. 

The rapid expansion of demographic studies in organisational science not only 
can be attributed to the long-established tradition, but also to the possible use of 
quantitative and objective measures well suited to statistical analysis, as well as to 
employable data with few problems of access (cf. Stewman, 1988). All this have 
fitted with the Anglo-American research tradition of explanation and prediction 
based on use of statistics and statistical techniques, finding strengths in the use 
of such clearly objective variables as tenure, age and gender. Pfeffer (1983, p. 
301) indicates that, whereas organisation theory often employs variables that in 
a methodological sense are subjective—specifically such conceptual constructs as 
norms and roles—demographic variables are facts which it is therefore possible to 
observe. However, the shortcoming of the demographic perspective is a concep-
tion of the individual through the prism of the demographic characteristics the 
perspective takes into account, moreover the intervening variables—such as com-
munication, social integration and conflict-the subjective ones are still concealed 



Turnover and Heterogeneity in Top Management Networks 39

in the darkness of the black box (cf. Bacharach and Bamberger, 1992; Lawrence, 
1997; Pettigrew, 1992; Priem, Lyon and Dess, 1999). 

However, recent research has been concerned with opening up this black box 
through the study of the intervening processes, measuring both direct effects and 
indirect effects of a group’s demography (Ancona and Caldwell, 1992; Ancona, 
1990; Kirkman and Shapiro, 2001; O’Reilly, Caldwell and Barnett, 1989; Pelled, 
1996; Simons, 1995; Smith et al., 1994; Umans, 2008). Pfeffer’s (1983) conten-
tion that the variance explained by the intervening process variables should be 
small has received mixed support, Smith et al. (1994) obtaining negative support 
and Ancona and Caldwell (1992) positive. Yet the main objection that Pfeffer 
(1983) has against focusing on the process is both epistemological, involving the 
difficulties associated with observing subjective variables, and methodological, 
concerning the problem of accessibility. In the research referred to above, argu-
ments for the possibility of observing intervening variables such as social inte-
gration (Smith et al., 1994), debate (Simons, 1995) and relative cohesiveness of 
groups (O’Reilly, Caldwell and Barnett, 1989) have largely been lacking. Despite 
this, the epistemological objection only casts doubt on the possibility of mea-
suring the intervening variables, not on the impact these can have. In fact, it is 
impossible to comprehend the impact of demographics without theorising about 
the processes in which demographics are an input and turnover, for example, is 
an outcome. The present paper accepts the Pfeffer arguments for the strong rule 
of organisational demographics. The paper theorises about intervening variables 
generally and examines empirically the effect of demographic variables. 

the Importance of tmt and its composition 

In the attempt to explain various organisational outcomes, organisational demo-
graphics could well concern itself with the demographic composition of the entire 
organisation. However, most of the efforts to explain organisational performance 
are focused on the top management team (Daily and Dalton, 1995; Elron, 1997; 
Ely and Thomas, 2001; Hambrick and Mason, 1984; Hambrick and D’Aveni, 
1992; Heijltjes, Olie and Glunk, 2003; Murray, 1989; Norburn and Birley, 1988; 
Priem, 1990; Smith, et al., 1994; Wagner, Pfeffer and O’Reilly, 1984), on stra-
tegic change (Keck and Tushman, 1988; Wiersema and Bantel, 1992), on in-
novation (Ancona and Caldwell, 1992; Bantel and Jackson, 1989) and on board 
composition (Westpal and Zajac, 1995; Zajac and Westphal, 1996). The rational 
behind such a focus is that the TMT and its composition influence the organisa-
tion. At this stage of research, the idea that top management makes a difference 
is becoming less an assumption (Meindl, Ehrlich and Dukerich, 1985) than an 
empirical conclusion, one that a variety of empirical studies have supported (e.g., 
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Kosnik, 1990; Norburn and Birley, 1988; Smith, Carson and Alexander, 1984; cf. 
Furtado and Karan, 1990), especially from a strategic choice perspective (Eisen-
hardt, 1989; Wiersema and Bantel, 1992). Such intriguing conclusions as the fol-
lowing have been drawn: “..it would appear that environmental determinism and 
strategic choice are not ends of a continuum but, rather, separate dimensions.” 
(Eisenhardt and Schoonhoven, 1990, p. 525). In these terms, there are certain 
degrees of freedom that a TMT can access, making the quality of the TMT an 
important variable for the organisation. 

Recognising the importance of the TMT to the outcome of an organisation 
makes it possible to treat the top management team as a definite resource for the 
firm involved. The composition of such a team in terms of age, tenure, social 
background, experience, network connections, education, and the like can be 
considered as a quality of the TMT as a whole. Not only the individual members, 
but also the overall composition of the TMT can thus be regarded as a valuable 
and scarce resource that would be hard for competitors to imitate (Barney, 1986, 
1991; Castanias and Helfat, 1991). Consequently, the composition of a TMT can 
be considered a strategic variable. 

However, treating the composition of a TMT as a strategic variable assumes 
a causal link between strategy and the composition of the TMT, a matter which 
can be questioned (cf. Mittman, 1992). For example, the strategy and structure of 
an organisation, together with the composition of its external and internal labour 
pools (Haveman, 1995), determine the organisation’s demographic composition. 
The demographic composition of an organisation can in turn influence strategy 
and structure of the organisation. Thus, determining causality can be a definite 
problem present in demographic studies. Bantel and Jackson (1989), for example, 
found innovation and top management team composition, just as Keck and Tush-
man (1988) found strategic reorientation and top executive team composition, to 
be correlated. Is it this team composition, then, that determines innovation and 
reorientation, or is it the other way around? Or is it perhaps, as Michel and Ham-
brick (1992) assert, a reinforcing spiral? Keck and Tushman’s (1993) findings can 
be interpreted as supporting the latter view, although they primarily concern the 
influence of reorientation upon changes in TMT. To make the argument short, a 
TMT and its composition—despite certain causality problems—can be consid-
ered as a strategic variable for the organisation, thus merit scientific concern. 

demographic Heterogeneity and turnover 

The composition of a TMT can be influenced by the TMT itself. Westphal and 
Zajac (1995), and Zajac and Westphal (1996), showed that powerful CEOs tend 
to influence the composition of the board through promoting directors that are 
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demographical similar to them. This result is consistent with the hypothesis, 
which Tsui and O’Reilly (1989) call “the similarity-attraction paradigm,” that 
persons prefer individuals who are similar to themselves. One can suppose that 
human groups generally have a tendency to become homogeneous and to regard 
heterogeneity as disturbing (Jackson et al., 1991). One explanation of this general 
tendency of similarity-attraction is contained in self-categorisation theory (Turn-
er, 1987), which Tsui, Egan and O’Reilly (1992) and Westphal and Zajac (1995) 
have applied to demographic studies, arguing that individuals shape their self-
identity through categorisation and that in the pursuit of high self-esteem they 
prefer individuals who are similar to them in terms of these categorises. Another 
explanation of similarity-attraction is that individuals minimise their transaction 
costs in relationships through interacting with similar individuals, thus reduc-
ing the efforts necessary for gaining understanding. This is expressed by Kanter 
(1977, p. 58) for example as follows: “Social certainty, at least, could compensate 
for some of the other sources of uncertainty in the tasks of management.” 

A central hypothesis in demographic studies of organisations is that homo-
geneity, i.e., sameness with respect to certain dimensions, creates stability and 
ease of communication (Priem, 1990; Smith et al., 1994; Zenger and Lawrence, 
1989) due to individuals’ involved sharing similar experiences (Blau, 1977). Het-
erogeneity, in contrast, appears to readily create conflicts, reducing the ability to 
interact (Kirchmeyer and Cohen, 1992; Kosnik, 1990; Sutcliffe, 1994), although 
at the same time it is often associated too with such forms of change as innovation 
(Bantel and Jackson, 1989; cf. Watson, Kumar and Michaelsen, 1993), strategic 
change (Keck and Tushman, 1988; Wiersema and Bantel, 1992) and turnover 
(Wagner et al., 1984). 

According to “the similarity-attraction paradigm,” as well, both strategic 
change and innovation are associated with heterogeneity. Keck and Tushman 
(1988) found support for the hypothesis that reorientation, representing a change 
in both strategy and structure, increases heterogeneity. The causality involved does 
not have to apply to both aspects of reorientation, however, since heterogeneity 
could well be caused, for example, by a change in the internal labour pool brought 
on by structural change. Such causality supports in any case there being a rela-
tionship between heterogeneity and change. In like manner, Bantel and Jackson 
(1989) obtained support for the hypothesis that innovativeness and functional 
heterogeneity are correlated. Their conclusion is as follows: 

On the one hand, heterogeneity has a positive effect on innovative and creative 
decision-making. On the other hand, heterogeneous (and thus, innovative) groups 
are subject to higher turnover, presumably because members find the increased 
conflict and decreased communication to be stressful.(1989, p. 118) 
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Turnover and heterogeneity have been hypothesised to be correlated as well, 
studies such as those of Godthelp and Glunk, 2003, McCain, O’Reilly and Pfeffer 
(1983), Wagner et al. (1984) and Wiersema and Bird (1993) being confirmative 
of this, whereas Wiersema and Bantel’s (1993) study, for example, is disconfirma-
tive. However, an important theoretical question concerns individual character-
istics that tend to trigger turnover. Wagner et al. (1984) found that similarity in 
date of entry and age correlated positively with turnover, which has also been 
supported by the findings of Godthelp and Glink (2003). This is a cohort aspect 
of turnover that could be thought to apply to any type of organisation. As al-
ready indicated, a TMT composition characterised by heterogeneity, for example 
functional heterogeneity (Bantel and Jackson, 1989) or heterogeneity in years of 
education (Smith, et al., 1994), can be a valuable resource for a firm, partly due 
to the cognitive conflicts it produce (Amason, 1996). Countervailing forces of 
integration, i.e., of homogenisation, might likewise be found within the organisa-
tion. These could prevent the heterogeneity from triggering turnover and allow 
heterogeneity to be retained as a resource. 

The homogeneity which groups tend to show have been suggested by Murray 
(1989) and Michel and Hambrick (1992) to be a phenomenon similar to that of 
the Ouchi’an clan. The broad and strong interaction within a clan and the long 
tenure of its members point towards group homogeneity, making homogeneity 
and clan membership, therefore, appear similar. Although such similarity can be 
considered to be basically valid, it can only be assumed to be found on those di-
mensions that constitute the clan. Obviously, clan members cannot be alike on all 
dimensions conceivable. The overriding problem is to identify those dimensions 
that are relevant when cohort similarity creates cohesion. Murray (1989) appears 
to conclude that it is not homogeneity per se, but functional homogeneity in 
particular, that explains the performance results obtained in his sample of oil 
companies. In another working group, in which functional heterogeneity was an 
imperative from the start, Murnighan and Conlon (1991) found for British String 
Quartets that homogeneity on dimensions such as age, sex and school background 
were positively correlated with success. Contrary to their prediction Alexander et 
al. (1995) found a downward curvilinear relationship between heterogeneity in 
employment status and turnover in a sample of US nursing staffs, concluding “...
that demographic heterogeneity does not operate similarly across all demographic 
attributes.” (p.1477) This indicate one possible explanation to the reported (West 
and Schwenk, 1996) nonfindings between an aggregate measure of 12 variables 
measuring demographic homogeneity and performance. Demographic variables 
probably need to be treated with more care than summed up into one single mea-
surement. Thus, it can be asserted that a theory predicting a certain relationship 
between heterogeneity and turnover has to consider the organisation in question, 
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i.e., it is partly a substantive theoretical problem to determine which dimensions 
that are relevant in predicting turnover. 

To summarise, human groups have a tendency towards homogeneity due to 
the shaping of self-identity and ease of understanding, thus creating groups char-
acterised by stability. As an opposite, heterogeneity creates conflict and stimulate 
turnover but tends to be correlated with innovation due to the diversity of per-
spectives in the group. However, we argue that the general tendency of heteroge-
neity triggering turnover has to consider the specific group and its context. It is 
conceivable that there exists groups such as TMTs were heterogeneity is a valuable 
resource that can be retained through countervailing forces of integration, i.e., of 
homogenisation, thus preventing heterogeneity from triggering turnover. 

operationalisations of tmts 

Finally, turning to a methodological problem with ontological implications in 
TMT studies, one can note that studies of the team demographics of top man-
agement have concentrated largely on formal organisational aspects (Pettigrew, 
1992), with the consequence that non-formal organisations have been neglected 
and TMTs have in large been only formally defined. Since it is difficult to verify 
the existence of a team in the true sense in any organisation (Hambrick, 1994), 
it generally is assumed that top management represents a team. Empirically, three 
different methods have been used to identify teams. One has been to define the 
TMT in terms of members’ formal titles, such as those of vice president or higher 
(Wagner, Pfeffer and O’Reilly, 1984), as well as secretary and treasurer (Keck and 
Tushman, 1993). Defining teams in this way is quite arbitrary, however. Eisen-
hardt and Schoonhoven (1990) adopted a more qualitative approach, defining as 
a founding team those persons who were founders or were working full-time as 
executives at the time of founding. Such a method has the weakness of neglecting 
the importance of informal organisations (Hambrick 1994). A second method of 
identifying the TMT is to simply transfer the problem from the researcher to the 
CEO, letting the latter identify the TMT given either more thorough instructions 
(Bantel and Jackson, 1989; Boeker, 1997) or more general ones (Amason, 1996; 
West and Schwenk, 1996; Amason and Sapienza, 1995; Smith et al., 1994). This 
method has the disadvantages of a person who is not trained scientifically mak-
ing the observations, and of its being impossible to measure the reliability of the 
observations since independent observers are lacking. A third method, used by 
Weirsema and Bird (1993) and partly by Jackson et al. (1991) and Umans (2008), 
considers the frequency of meeting in executive committees to document the 
existence of a TMT. This method can be regarded as superior since group mem-
bership is determined by a dimension, i.e., frequency that is relevant in defining 
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groups. It has the additional advantage of being consistent with the assumption 
of interaction that the similarity-attraction paradigm makes. 

The focus on formal organisations has withheld attention from organisations 
that are not formal in character but have an elite group equivalent to a TMT, as 
exemplified by certain kinds of networks. In a pioneering paper, Pfeffer and Leb-
lebici (1973) analysed the moving of executives to a new role or location as one 
form of interorganisational communication and coordination. Thus considered, 
there might appear to be no major ontological or methodological differences be-
tween analysing formal organisations and analysing informal organisations such as 
networks of organisations or persons. As Useem (1984), for example, has shown a 
network of organisations can be governed by an elite group of individuals, just as 
a formal organisation can be. To be sure, the top management that constitutes a 
team is as much a matter to be examined empirically as is a network of individuals 
that constitutes a team of a larger network. In examining non-formal organisa-
tions such as networks, however, the researcher cannot rely on formal positions or 
even on CEO opinions, but is forced to define a TMT theoretically. 

In summary, based on the self-attraction paradigm, one of the relevant factors 
in identifying TMTs is frequency of interaction, which has the additional advan-
tage of being possible to apply to non-formal organisations governed by an elite 
group equivalent to TMTs. 

Concluding this section, we have argued for a demographic perspective using 
objective variables predicting turnover in TMTs on the general notion of hetero-
geneity, but with a consideration of the existence of countervailing forces in spe-
cific groups, such as elite groups of networks, and with the operational definition 
of a TMT being based on team characteristics. In the following, a specific type of 
network organisation that of business groups, is examined in this way. 

turnover in swedish business groups 
In contrast to the UK and the US, Sweden has constellations of corporations, 
quite similar in certain respects to the Keiretsus of Japan, in which several cor-
porations are connected through relations of ownership, interlocking directorates 
and financial service. The individuals who interlock and connect the boards of 
the various corporations in the group represent the group’s elite; an elite that can 
be regarded as equivalent to the TMT of a single corporation, and in a similar 
vein represents a valuable resource for the group. The composition of this elite 
group can thus be assumed to be of importance of the group. The aim in this 
section is to formulate predictions concerning turnover based on the assumption 
that business groups possess as a group resource a combination of financial and 
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industrial experience and, as a force counteracting the conflict-producing force 
of this branch heterogeneity, a socialising strategy aimed at control. The section 
starts with a brief account of Swedish business groups, since the reader may not 
be acquainted with them. It concludes with the deducting of various hypotheses 
based on a demographic perspective, hypotheses predicting member turnover in 
the elite of the business groups involved. 

a digest on swedish business groups 

The Swedish industrial economy is dominated by some few business groups, each 
consisting of industrial and/or financial corporations connected through rela-
tions of ownership, interlocking directorates and financial service. Two groups of 
this sort, the Wallenberg-group (W-group) and the Svenska Handelsbank-group 
(SHB-group), are of special importance in Sweden since they in some sense con-
trolled corporations that represented roughly 50 per cent of the stock value of 
all the corporations listed on the Stockholm stock exchange in the 90s and still 
dominate the Swedish economy. 

Both groups are very old, having been created during the depressed years in 
the 1920s and 1930s (Sjögren, 1991). Their evolution has been viewed as a corpo-
rate response to financial problems and to problems of ownership (Berglöv, 1994; 
Collin, 1998). The groups have been centred around two large banks, Stockholms 
Enskilda Bank (the W-group) and Svenska Handelsbanken (the SHB-group). Al-
though Swedish banks, as opposed to their German counterparts, have never been 
allowed to possess shares in industrial corporations, much of the early history of 
the two Swedish business groups is similar to that of their German counterparts 
(Chandler, 1990). Typically the groups contain multinational corporations, ex-
ploiting raw materials from Sweden, such as iron and wood, and utilising techni-
cal innovations. For example, in the year of 1986, the groups contained two simi-
lar corporations, Stora (belonging to the W-group) and SCA (belonging to the 
SHB-group), which utilised raw material from the large forests in the northern 
and central parts of Sweden. Others utilised technical innovations, for example 
Aga (gas, belonging to the SHB-group) and Astra (pharmaceuticals, belonging to 
the W-group). The corporations tend to be highly internationalised. For the year 
1990, the non-domestic sales of the 20 largest corporations in the two groups 
were found to be 78 percent (median: 82) and their non-domestic employees to 
represent 48 percent (median: 57) of their working force. 

The strong ties the member companies once had to the two banks have in 
large part been replaced by strong ties to two investment corporations: Investor 
(W-group) and Industrivärden (SHB-group). The W-group has been managed 
through control of “Investor” by the family heads of the Wallenberg clan, who 
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until the 80s were Jacob and Marcus Wallenberg, then being governed by the new 
family head, Peter Wallenberg, son of Marcus Wallenberg, and recently a fourth 
generation assumed the power. The SHB-group has no such ultimate capitalists 
as the clan Wallenberg. Rather, it is much more nebulously based, cross owner-
ship and historical relations playing a major role. In both groups interlocking 
directorates form a closely knit network linking all the corporations involved. The 
members of the boards are generally not employed by the corporation in question, 
the distinction between insider and outsider, so important in UK and US, being 
a non-issue in these groups, and in Sweden at large. The two business groups are 
very distinct, being clearly separated. There has only been one corporation, name-
ly Ericsson, that has been shared by the two groups, each of which has an equal 
share of the votes and an equal number of directors on the board of that company. 
Each of the other corporations in the two groups belongs to either the one group 
or the other but not to both. In a manner similar to the inclusion of the member 
corporations within a single group, those persons linking the corporations of the 
one business group through interlocking directorships do not have extensive rela-
tions with persons or corporations belonging to the other group. Thus, the two 
business groups are quite distinct from each other, with very few overlaps. As op-
posed to the Japanese Keiretsu, the intercorporate trade is very slight. 

The groups have been very stable in their structure during the whole 1900 and 
they appear rather similar today (cf. Collin, 2007), having the characteristics of 
highly international corporations controlled by a financial centre, utilising inter-
locks and ownership as control devices. The changes over the years consist mainly 
in some corporations being divested and some being added to the structure. 

In sum, the two business groups, although lacking legal identity, build strongly 
on ownership ties and interlocking directorates, the investment corporations serv-
ing as centres. They divide a considerable part of the Swedish industrial economy 
into two separate camps. The elite of the interlocking directorates of these two 
groups can be regarded as conceptually closely comparable to the top manage-
ment teams (TMTs) of formal organisations, making it only confusing to invent a 
new term for them, such as e.g., Top Directors Team (TDT). Both can be seen as 
being subjected to the same forces of inclusion and exclusion in connection with 
demographic composition. 

a demographic explanation of membership turnover in 
business groups 

In terms of the “similarity-attraction paradigm,” turnover can be explained on 
the basis of heterogeneity, and is treated as an attribute of the TMT (McCain, 
O’Reilly and Pfeffer, 1983). The heterogeneity possibly found in the original or 
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the earlier composition of a group tends to decline through members who are 
dissimilar to the majority being separated from the group. Nevertheless, those 
dimensions with heterogeneity that trigger separation, i.e., the turnover of group 
members, should be identified. In this section, identification of the dimensions 
triggering turnover in the TMTs of the two Swedish business groups is dealt with, 
eight hypotheses being considered. 

An obvious cause of turnover in elite networks is that of individuals’ leaving 
the TMT due to retirement. The general tendency of elderly employees to have 
lower voluntary turnover compared to younger ones is thus not applicable on elite 
networks since they can be assumed to consist of rather old people. Additionally, 
younger members of the elite network presumably have no incentive to leave since 
there are no real alternatives to the group due to the fact that they are on the edge 
of the society. Accordingly, considering the specific group in question, the first 
hypothesis expresses the expectation that an increase in age will increase a person’s 
probability of leaving the team. 

H1: Age is positively related to turnover. 

The second hypothesis is the general cohort argument that the individuals be-
longing to a given generation tend to share similar norms and similar perceptions 
of reality (Wiersema and Bantel, 1992; Wiersama and Bird, 1993), this fostering 
cooperation. Differences in age imply difficulties in communication and under-
standing, leading to turnover of individuals who are dissimilar. 

H2: Age heterogeneity is positively related to turnover. 

However, as previously argued, one has to consider the specific organisation. 
For one of the two Swedish business groups, the Wallenberg group, the fact that a 
capitalist family is the controlling principal creates a dynastic pattern which could 
be expected to result in a heterogeneity of age. Indeed, the age distribution in the 
sample that is to be analysed is skewed, the heterogeneity of age being greater for 
the W-group than for the Handelsbank group. If the most deviant values on the 
age variable for the Wallenberg group are deleted, the difference in heterogene-
ity between the groups disappears almost entirely. This can be attributed to the 
Wallenberg group’s being a family group in which one or two family members 
are installed early and leave late. In 1975 the third and fourth generations of 
the Wallenberg family belonged to the group. In 1980 the oldest brother in the 
third generation had died, and in 1986 the entire third generation was deceased. 
The first individuals from the fifth generation were recruited after the death of 
those in the third generation. Such patterns are presumably common in dynastic 
groups. One obvious explanation of this dynastic pattern is the family’s need to 
educate the coming generations for the possible role of assuming the function of 
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family head. Another explanation, based on the “similarity-attraction paradigm” 
and analogous to the socialising strategy of control through rotation (Edström 
and Galbraith, 1977), is that an early recruitment to the group has the function 
of bridging the generation gap. Generational identity, just as is the case of cultural 
identity in international organisations, needs to be replaced by an organisational 
one, i.e., by family identity that fosters cooperation and control of the group. 
This serves to explain why one person tends to stay so long in the position of 
being family head. This reflects not only his being the pater of the family, which 
seems the most obvious explanation, but also the need of socialising younger 
generations so as to reduce generational discrepancies. The skewed age pattern 
makes it unwise to consider only persons below the age of 65, as Wiersema and 
Bantel (1992, 1993) did, for example, since here it excludes several of the most 
important persons in one of the groups. Thus, we expect that family membership 
resists turnover. 

H3: Family membership is negatively related to turnover. 

Returning to demographic aspects, the fourth hypothesis relates to differences 
in professional outlooks. Similar to the turnover effect of functional heterogeneity 
(Bantel and Jackson, 1989), experiences from different branches can be assumed 
to create different attitudes, norms and perspectives (Jackson et al., 1991). Since 
individuals according to the similarity-attraction paradigm can be expected to 
recruit similar individuals and to expel dissimilar, one could readily hypothesise 
that turnover would be triggered by heterogeneity in branch experience. In terms 
of strategy, there are definite arguments for there being an effect of this sort. The 
origin and survival of Swedish business groups have been viewed as being partly 
based on the success of such groups in finding solutions to corporate problems of 
credit supply and ownership control which would call for particular communal-
ity in matters of financial strategy. The organisational structure of the two groups 
considered is indeed more similar to that of the financial holding company form 
(H-form), consisting of loosely coupled corporations whose major inter-transac-
tions are the transfer of capital and of top management, than to that of the indus-
trial functional form (F-form) or of the multi-divisional form (M-form), which 
both involve operations as a whole being more closely linked. Through particular 
emphasis being placed on the financial experience of their members, the selection 
of members of the TMT in Swedish business groups could, according to this line 
of reasoning, be expected to reflect a desire for a branch homogeneity directed to-
wards the financial part of the economy, i.e., banks and investment corporations. 
The dominance of financial experience in the TMT that the branch homogeneity 
creates would in turn enforce the group’s financial strategy. 
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However, there is a rather different logic that might be expected to apply 
to business groups, thus emphasising the need of considering the organisation 
in question when deducing predictions on demography. Ever since Hilferding 
(1910) wrote of the growing enterprises in Germany in which banks and indus-
trial corporations were intertwined, the finance capital to which he referred has 
been regarded as a form of cooperation between industrial and financial corpora-
tions, something much resembling what is found in the two groups under con-
sideration. If, as already indicated, these business groups represent a solution not 
only to financial problems but also to corporate governance problems, then it can 
be regarded as rational for industrial and financial experience to be mixed. 

The TMT of a business group can be expected to represent the whole group, 
both internally and externally, and has therefore to reflect the cooperative trait be-
tween industrial and financial corporations. Due to this symbolic consequence of 
diversity (Hambrick, 1994; Ely, 1995; Milliken and Martins, 1996) heterogeneity 
in branch experience cannot be expected to trigger turnover. On the contrary, a 
decrease in heterogeneity in branch experience would insipid the symbolic im-
pression of cooperation, and would therefore be avoided through selection and 
turnover. 

Another consideration suggesting that branch heterogeneity does not trigger 
turnover involves the dynamics that heterogeneity creates. The business groups 
and their corporations, having been in business for at least 60 years, could be ex-
pected to have brought competitive advantage to the corporations of which they 
are comprised. According to studies of the relation between heterogeneity and 
performance, heterogeneity is related to innovation, high performance, high turn-
over (Murray, 1989) and growth (Eisenhardt and Schoonhoven, 1990). In the 
business groups in question, branch heterogeneity might therefore be expected 
not only to reflect the composition of financial and industrial capital, but also to 
be a competitive resource providing a balance between a financial and an indus-
trial orientation to corporate governance. Thus, branch heterogeneity might best 
be seen as a coveted quality of the group and not something that would trigger 
turnover. In fact, if branch heterogeneity is indeed that which is desired, one 
would expect that a person with a similar branch experience as others who were 
in the group would be avoided as a member or be considered for replacement. In 
these terms, branch heterogeneity would be expected to have a negative triggering 
effect on turnover. 

H4: Branch heterogeneity is negatively related to turnover. 

Functional heterogeneity has been shown to readily lead to conflict (Kosnik, 
1990), reducing possibilities for communicating and interacting (Sutcliffe, 1994). 
The business groups can be thought to possess a centripetal force in the sense of 
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homogenisation occurring in the sense of socialisation counteracting and thus 
reducing the conflicting and centrifugal force of branch heterogeneity. Accord-
ingly, the fifth hypothesis concerns tenure, operationally defined as the propor-
tion of one’s career spent within the group. An integrating mechanism within a 
business group is the learning and transmission over time of norms and values, 
i.e., the indoctrination of ideology. One way of operationalising such a concept is 
by the use of the variable “Tenure,” measuring the length of exposure (Wiersema 
and Bird, 1993). However, such an operationalisation cannot separate age and 
indoctrination. Two persons, each with 10 years of tenure, but one of them with 
20 years of additional experience from another organisation, and the other with 
the 10 years of experience in the group and nothing more, differ in their degree 
of involvement in the organisation. It could be expected that the one with experi-
ence only from the current corporation would be more aligned to the corporate 
norms than the one having only one third of the corporate experience gained 
in the corporation under consideration. Thus, the transmission of norms and 
values is not simply a matter of length of service, but also of the proportion of 
the individual’s career spent in the group. Focusing on socialisation thus rules out 
the alternative explanation, offered by Jackson et al. (1991), that the members of 
the group are highly paid for performance and therefore are induced to tolerate 
conflict. The heterogeneity argument states here that individuals with a similar 
socialisation history in terms of having spent a similar proportion of their career 
within the group, tend to stay. 

H5: Heterogeneity in the proportion of one’s career spent in the group is positively 
related to turnover. 

Turning to those individual characteristics of earlier origin, one might well 
expect such factors as class origin and education to influence turnover. Differences 
in the social origin of an individual lead not only to different experiences a person 
has had but also in different behaviour and manner of communicating. Thus, one 
might well expect a higher turnover for those most dissimilar in origin. 

H6: Heterogeneity in class origin is positively related to turnover. 

In Japan, education measured in terms of the prestige of the university attend-
ed has been shown to have impact on turnover (Wiersema and Bird, 1993). One 
might well have similar expectations for Sweden. Persons who have been educated 
at the same university tend to have had similar experiences and constitute accord-
ing to self-categorisation theory an easily knowledgeable category in which people 
can be classified. Sweden also does have one prestigious private business school 
and one prestigious institute of technology, former students there presumably eas-
ily feeling an affiliation with the elite of Swedish society. Educational level could 
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have a similar influence, making those educated at the university level dissimilar 
in experience and attitudes to those of lower educational level. 

H7: Having attended a prestigious business school or institute of technology is 
negatively related to turnover. 

H8: Heterogeneity in educational level is positively related to turnover. 

Turnover in what amounts to the top management team in both of the Swed-
ish business groups is thus predicted here to be influenced by the general factors 
of demography such as age, heterogeneity of age, the heterogeneity in the propor-
tion of one”s career spent in the group, and heterogeneity in social origin and edu-
cational characteristics. Turnover was also predicted to be influenced by organisa-
tional specific factors such as family membership and branch heterogeneity. 

Figure 1: Eight hypothesis on turnover 

method
The TMT-equivalent for a Swedish business group can be constructed by the use 
of network analysis. The method section begins with a discussion of this and ends 
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with an account of how the variables were constructed and how the data were 
collected. 

the construction of a ‘network’ tmt 

The two business groups in question, although frequently referred to in the Swed-
ish press, do not exist as formally established entities. Before a business group 
and the equivalent to a TMT within it could be analysed, they had to first be 
identified. An initial step to doing this empirically was to select, from Sundqvist’s 
(1986) systematic account of ownership links between corporations in Sweden, 
a total of 38 corporations listed on the Stockholm stock exchange that appeared 
on the basis of having large voting shares to belong to one or the other of the two 
groups. 

Data on the persons elected as board members at the annual meetings of 
shareholders of the corporations selected was obtained for the years 1975, 1980 
and 1986. There are other persons on Swedish boards of directors, but they are 
excluded in this data set since they are elected by the white and blue collar unions 
or the government, thus not being representatives for the owners. The reason for 
selection to the board being used as a criterion for identifying TMT members is 
that the board of directors is considered to be one of the most important arenas 
for influencing a corporation (Tricker, 1993). Other important arenas, in particu-
lar industry-wide organisations and other pressure group providing political rep-
resentation, would have been inferior alternatives due to the strategic importance 
that boards of directors have (cf. Stockman, Ziegler, and Scott, 1985; Useem, 
1984). A rather long time interval between the measurement points was selected 
since the groups and their members seem rather stable. The networks were origi-
nally constructed to show the stability of the two business groups (as reported in 
Collin, 1990). The differing periods of time between the successive measurement 
points, 5 years and 6, can be assumed to not have had an appreciable impact on 
the results. Since neither the network analysis nor the descriptive statistics indi-
cate any radical change in the groups over time, this difference appears to have 
had no disruptive effect. 

From the sample of individuals who for the years 1975, 1980 and 1986 were 
on the boards of directors of the 38 corporations selected (n=237, 224, 205 re-
spectively), the set of those persons who had positions on two or more boards was 
drawn (n=56, 73, 71) so as to provide a means of examining the interconnections 
between the corporations. A network analysis (not reported here, but available 
upon request), with hierarchical clustering using lamda sets (Borgatti, Everett and 
Freeman, 1992), confirmed there being clusters of two distinct sets of individuals, 
taken to represent the upper-echelon individuals of the two business groups. 
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Identification of the equivalent of a top management team in each was carried 
out using two criteria so as to construct a core set of persons from the sample of 
interlocking directors of the 38 corporations. The first criterion was that these 
company board members were all to have connections with each other, such that 
each of them met with each of the others on at least one board. Formally, it meant 
that the network had a density of one (1). The second criterion was that, under 
the restriction of density = 1, the frequency of connections inside the core network 
was to be maximised. The rationale for use of these two criteria was that a TMT 
was assumed to be a closely knit network of high density in which there were as 
many opportunities as possible for interaction. Other clustering techniques that 
were possible were unable to produce networks with high frequency of member 
contact under the restriction of the density equalling one (cf. Borgatti, Everett 
and Shirey, 1990). The density criterion was crucial since it is hard to imagine a 
genuine team in which some of the members never meet. The frequency criterion 
was based on the assumption that the team identity of the individuals depends to 
a large extent on the number of interactions (cf. Weirsema and Bird, 1993). This 
clustering procedure, reported in Collin (1990), created networks consisting of 4, 
8, and 11 individuals for the Wallenberg group, and 6, 11 and 13 individuals for 
the Svenska Handelsbank group for the years 1975, 1980 and 1986, respectively. 
These two groups of individuals are distinct and separate from each other. Only 
a few members of the respective groups met with members of the other group. 
There were some few corporate boards where this could occur, for example on 
the board of Ericsson, the ownership of which is divided equally between the two 
business groups. 

data and measurements 
The dependent variable “Turnover” was registered in 1980 and in 1986 as having 
either occurred or not occurred. In the present context, turnover signifies that an 
individual, even if excluded on the basis of the two criteria employed, may never-
theless have been present in the network of interlocking directors and be a mem-
ber of one or several of the boards. Turnover thus represents not absence from 
the network but absence from frequent interaction with those members who are 
characterised by a high frequency of interaction, i.e., with those members belong-
ing to the core network that constitutes the business group’s TMT. This is a less 
rigorous indication of turnover than that which applies to a formal organisation 
in which absence means that the individual has left some formal position, even 
though one may still be present within the organisation. Yet, as Tsui, Egan and 
O’Reilly (1992) argue, turnover is a radical change in an individual’s attachment to 
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the organisation, psychological disattachment being less dramatic. Thus, turnover 
in an elite network falls in between these two extremes. 

However, a more important point is that within the network the criteria of 
turnover are relational, exclusion of an individual from the TMT changing the 
network characteristics of all the individuals still included, as well as the possibili-
ties for additional individuals being included. This means that turnover in terms 
of exclusion from the network is an empirical representation of there being lesser 
possibilities of interacting with the closely knit members of the top management 
team. An alternative to this dichotomous approach is to use the concept of team 
involvement, as measured for example by distance from the network centre. Al-
though it is tempting to avoid the difficulties connected with dichotomous vari-
ables through use of continuous variables, the conceptual gain is small. Both logi-
cally and methodologically, team involvement requires the concept of a centre to 
which the individual’s involvement can be related. The creation of a centre of this 
sort requires somewhat different assumptions and calls for clustering techniques, 
of which the one described below represents one possibility. 

The selection of 1986 as the last year was due to its being the first year for 
which extended ownership data was available, making selection of the corpora-
tions to be studied a better informed one than it would otherwise have been. It 
would have been wise to take five-year steps backwards. However, the magic of 
the decade seems to have been the reason for selecting the years 1975 and 1980. 
A rational argument is that my data and results were easier to relate to other in-
vestigations of the Swedish economy since they too are restricted to the “decade 
magic.” 

Demographic data on the individuals was collected from the annual reports of 
the corporations and from a Swedish publication “Who Is That?” (Vem är det?, 
1981; Vem är det?, 1985). The data concerns those individuals present in the 
business groups in 1975 and in 1980, respectively. Since some of the individuals 
were present both in 1975 and in 1980, the population tested (N=29) is larger 
than the sum of the individuals involved (S=23). 

Branch experience was divided into financial, industrial and other experience. 
The category “Other experience” consisted of governmental service in different 
forms, research appointments and working in private organisations supporting 
trade and industry such as the Swedish Employers’ Confederation. Functional 
heterogeneity, being the equivalent to branch heterogeneity, is seldom defined 
theoretically but arbitrary divided into traditional functions such as marketing, 
production, etc. The distinction between financial and industrial experience is 
conform to the theory and sufficient for the purpose of the theory of financial 
capital (Hilferding, 1910). It implies that financial experience is gained in finan-
cial organisations and industrial in industrial corporations. A person working 
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in a financial department of an industrial corporation is considered as gaining 
industrial experience, whereas a person working in an investment corporation, 
mainly on the board of directors some one of the corporations it owns, is consid-
ered as gaining financial experience. Although such a categorisation is becoming 
less and less adequate due to increasing separation between the financial and the 
industrial operations of large corporations, e.g., through the creation of internal 
banks, it was still a feasible categorisation in the 70s. Since nearly all the persons 
in the sample gained the major part of their experience prior to the 80s, this cat-
egorisation was regarded as relevant. As a proxy for branch heterogeneity, financial 
experience measured as Financial experience/(Financial + Industrial + Other ex-
perience), that is, as the proportion of working-life experience gained in financial 
corporations, was selected. One could equally well have taken “Industrial” experi-
ence in place of “Financial” experience in the above ratio since industrial and fi-
nancial are almost mutually exclusive, the category “other”, representing basically 
governmental or scientific service, being only a small category. 

Tenure was measured by the variable “Years Spent in the Group” (YSG), de-
fined as the number of years the individual had been employed by one or more of 
the corporations belonging to the business group. In both groups the individuals 
in question had been in the group for some 20-25 years. As already indicated, 
such a measure has a serious deficiency in its reflecting both group indoctrination 
and age (the Pearson coefficient being 0.66, p <.000 for “Age” and YSG). One 
way of removing the age component is to divide YSG by the variable “Years of 
Working Life,” defined as the difference between the present age and the age at 
first employment. This procedure creates the variable “Proportion of one’s Career 
Spent in the Group” (PCL), measuring the proportion of the individual’s work-
ing life spent in corporations belonging to the business group (where the Pearson 
coefficient for “Age” and PCL is 0.02, p=0.902). 

Heterogeneity on the individual level was assessed by a network-equivalent 
measure of similarity, involving each individual’s distance to the others in the 
network, a measure proposed by Wagner et al. (1984). The following expression 
defines the i-individual’s distance: 
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where i and j belongs to a subgroup S, defined as all subsets with a largest inte-
ger size of (n+1)/2. An advantage of this measure is that it considers the structure 
of the whole group. As an example in the Wagner et al. article indicates, a five-
person group with years of entry of 1, 1, 3, 5, and 5 involves a lesser distance for 
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the first and the second person than if they had been in a group with 1, 1, 5, 5, 
and 5 years of entry. The first-year-entry persons have a distance of 1.155 in the 
first group and one of 2.309 in the other. 

Due to the Wallenberg-group having a dynastic pattern involving family 
members, a dummy was created with 1 for individuals with close kinship, i.e., 
related by blood, and 0 for those not belonging to the family or only related by 
marriage. 

Class origin classified according to the father’s occupation was the variable 
expressing class position. The classificatory scheme was a socioeconomic classifi-
cation (Socioekonomisk indelning) used quite commonly in Sweden, defined by 
a governmental bureau with responsibility for statistics made available to public 
authorities (SCB, 1982). The prestigious-school variable was coded 1 if the indi-
vidual had more than a year of education at the Stockholm School of Economics 
or at the Royal Institute of Technology, both schools without doubt the most 
prestigious in Sweden. Educational level was divided into four levels, the first 
three of these corresponding roughly to the North American levels: university 
level, senior high school, grade school, and a fourth level for those with only six 
years school, as was once possible. 

It has been argued (Pelled, 1996) that the visibility of a demographic dimen-
sion influences the triggering effect of the dimension, clearly visible dimensions 
such as gender, race and age being most conflicting and thus stronger predictor of 
turnover. Gender and ethnical origin are highly visible dimensions and could be 
expected to be of some importance since, concerning gender, women have a high 
involvement in the wage labour force of Sweden and, concerning ethnical origin, 
most of the corporations in the business groups are highly internationalised in 
terms of sales and production. However, none of these variables was included 
due to lack of variance. All members in the business groups were simply Swedish 
men. 

Results 
Table 1 summarise the descriptive statistics. During the 16 years, 10 persons were 
subject to turnover, whereas 19 persons were still in the TMT of the group in ques-
tion, suggesting Swedish business groups to be fairly stable. Turnover is strongly 
correlated with age and age heterogeneity, and is only slightly correlated with 
distance in proportion of one’s career spent in the group (p=.15). The age variable 
indicates these persons to be relatively old, varying between 43 years and 83 years 
of age. The two distance measures, concerning heterogeneity of financial experi-
ence and proportion of the career spent in group, are comparable in the sense of 
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the variable underlying each having a range of 0 to 1. On the average, distance 
is larger for financial experience than for proportion of one’s career spent in the 
group. The same is true for the variation involved. Heterogeneity seems to be less 
for the proportion of one’s career spent in the group than for financial experience, 
providing support for our proposed theory that branch heterogeneity is a coveted 
resource. However, one should observe that some of the individuals are ones who 
show low branch heterogeneity and high heterogeneity in the proportion of their 
career spent in the group and who thus, according to the theory presented, could 
be strongly expected to experience turnover. 

Since the other measures of distance differ from these and from another in 
the range of the underlying variables, no direct comparisons between them are 
possible. However, one can note the small differences found in educational level, 
reflecting the fact that the majority of the individuals have university or busi-
ness school education. Almost half of them attended the two highly prestigious 
schools, but as can be seen in the correlation matrix, attendance is not correlated 
with turnover, which is in accordance with the expectations here. 

Table 1: Mean Standard Deviation and Correlation Coefficients for Dependent and Independent Variables 
(N=29) 

Table 2 presents the logistic regression equation in which the eight hypotheses 
are tested.5 The model is significant at the 0.01-level and correctly classifies 86% 
of the cases, or 25 out of the 29. The age effect, as expected, is highly significant in 
predicting turnover, and contributes most to the model, as the R-statistics in the 
right-hand column of the table indicate. These R-measures, which range from—1 
and +1, and are based on the Wald statistics, can be interpreted as the partial 
contribution of the variable in question to the model. Three other variables con-
tribute to the model at a significance level of between .05 and .1. One of these is 
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heterogeneity of age, a slight cohort influence on turnover being evident. Another 
is heterogeneity in the proportion of one’s career spent in the group, likewise 
found to affect the probability of turnover. In addition, family relationship can be 
seen to have a negative influence on the probability of turnover, as predicted. 

Table 2: Result of logit regression analysis (N=29)

Branch heterogeneity, measured as distance in terms of financial experience, 
has the expected sign but is not even significant at a .1-level. However, the support 
for hypothesis here concerning the impact of branch heterogeneity upon turnover 
can be regarded as slightly stronger than the test involved indicates. In the regres-
sion presented here, heterogeneity of financial experience is used as a proxy for 
branch experience. A slightly different result would appear if one used industrial 
experience as the proxy for branch experience. Remember that three categories of 
branch experience were distinguished: “financial,” “industrial” and “others.” Ac-
cordingly, correlation between financial and industrial heterogeneity is extremely 
high (.87) but not equal to one, since there is a third category, “others.” With the 
use of industrial experience as the measure of branch heterogeneity, the results are 
similar, the same number of cases being correctly classified and the chi-square of 
the model improving to 24.7, with an accompanying lowering of the significance 
level to .002. The significance levels and relative impact of the variables other than 
branch heterogeneity are not changed, branch heterogeneity being significant at a 
.1-level. Although there is only weak significance, the results can be interpreted as 
suggesting that branch experience can influence turnover in such a way as hetero-
geneity decreases, the probability of turnover becomes higher. 

The social background variable and the educational variables had no sig-
nificant impact on turnover. This supports the contention that, although these  
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variables can surely have an impact on a person’s possibility of starting the journey 
to the top, the social forces at the top within an organisation, such as those relat-
ing to branch heterogeneity, commitment and heterogeneity of the proportion 
of one’s time spent within the group, and of age, are more narrow in time in the 
influence they have. 

It can be concluded that the theory of TMT turnover presented here, based on 
a demographic perspective, received a slight support from the TMT constructed 
here through network analysis. Although support for the model as a whole was 
found to be significant, the effects for most of the variables were only found to be 
significant at the 0.1 level. The results should be treated with caution since a logit 
regression requires larger sample size than n=29 in order for the findings to be 
considered robust. However, one should note that demographic studies employ 
rough variables such as age and functional heterogeneity in attempting to repre-
sent complicated social processes. As a result, such studies typically have a low 
capacity to explain the variance of the dependent variable. 

discussion and conclusion 
A demographic perspective can reveal important aspects of the functioning of 
organisations, aspects otherwise not easily detected, due partly to data access 
problems. This is true regardless of whether the organisations are formal ones or 
networks. Here it has been demonstrated that network organisations of a certain 
kind have counterbalancing forces. The business groups and their TMTs that were 
investigated as constructed networks were branch heterogeneous and character-
ised by long tenure. Age, heterogeneity of age and heterogeneity of group invest-
ment influenced turnover, whereas family membership and branch heterogeneity 
had only a slight and uncertain influence, although in the predicted direction 
of restraining turnover. These results can be interpreted as indicating that the 
business groups possess a combination of financial and industrial experience as a 
group resource and that the socialising strategy of control serves to counteract the 
conflict-producing influence of branch heterogeneity. 

The empirical results were weak and have therefore to be regarded as prelimi-
nary. Nevertheless the result obtained imply the need for distinguishing theoreti-
cally between those dimensions characterised by heterogeneity, which is presumed 
to be conducive to turnover, and those characterised by homogeneity, which is 
seen as facilitating integration. Dimensions of these two opposing types may both 
be active and yet counterbalance each other. In taking account of forces of both 
an integrative and a separative type simultaneously, a demographic perspective 
can make a contribution to the science of organisations, where the latter tends 
to focus on integrative forces alone (Perrow, 1986). However, there is nothing in 
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the demographic perspective itself that can distinguish which type of dimensions 
is involved. In the contribution to organisational demography by Pelled (1996), 
it is argued that job-relatedness and visibility relevant dimensions here, trigger-
ing conflicts and thus affecting turnover. Since the only means of identifying 
job-relatedness that is available is to have a substantive theory about the empiri-
cal phenomenon in question, a demographic perspective must rely on a theory 
that in relation to the empirical object can predict what dimensions are relevant. 
The present paper has emphasised this point by making a prediction of branch 
heterogeneity on the basis of a substantive theory of business groups, a prediction 
that is in opposition to predictions of many demographic studies using functional 
heterogeneity in a organisation as an equivalent. Heterogeneity was predicted to 
hamper turnover instead of promoting it due to branch heterogeneity being a 
resource valuable to the group. Accordingly, propositions in organisational de-
mography has to consider the organisation in question 

The model was significant, but except for the age variable, the significance of 
the individual variables was rather weak. There are at least two possible causes of 
this one could suggest: the small sample size and inadequate determination of 
the TMT’s. The sample size was indeed quite small (N=29), making the influ-
ence of each of the observations on the results rather strong. Thus, outliers and 
misinterpreted observations of even a rather small magnitude can clearly influence 
the results. This can only be compensated for by increasing the sample size. Since 
Sweden only had, and still has two business groups of any particular importance, 
no other groups than these could be included. The sample size could be increased 
through use of the time trick as already used here, the size of the sample having 
been extended in the present case through observations of turnover not in one 
but in two different time periods (ending in 1980 and 1986, respectively). Thus, 
one method of enlarging the sample size would be to include a greater number of 
time periods. Another method would be to include business groups from other 
countries such as bank groups from Germany, Keiretsus from Japan and holding 
groups from Belgium. This would be possible now since business groups have 
been given more attention in research (cf. Yiu, Lu, Bruton & Hoskisson, 2007) 
thus making it possible to share data from different countries. As will be argued 
below, the fear of a strong cultural influence distorting the results appreciable 
when three or four countries that are culturally different are included is probably 
unfounded. 

The definition of a TMT employed here, i.e., density being equal to one and 
frequency being maximised, might conceivably create a group lacking in empiri-
cal reality, making the correlation’s random and meaningless. However, the prob-
lem of defining the top group is present in every TMT study. In fact, as the paper 
argues, a network definition of a TMT ought to be a superior method for defining 
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it since such a construction is based on such relevant group dimensions as density 
and frequency, no attention being directed at comparatively inferior dimensions 
as formal positions in the firm or CEO opinions. Despite the weak results, it can 
be concluded that the model offered has a bearing for predicting turnover in busi-
ness groups but that the empirical test could be improved through increasing the 
sample size by including business groups from other countries. 

The latter step would raise the question of whether the results obtained reflect 
primarily cultural factors. Since Sweden is known to be a collectivist society (Tri-
andis, 1995), forces towards conformity should be strong, at least if one accept 
analogous arguments that Wiersema and Bird (1993) have put forward concerning 
Japan. Although the present sample, to be sure, is very small and Sweden did not 
have any other business groups similar to the ones studied, it does not appear that 
the results simply reflect Swedish conformity. If there are strong forces towards 
conformity in Swedish society generally, then forces of conformity that might 
be quite special for particular organisations such as those of group investment 
would not be expected to influence turnover since conformity is created in and 
by society. Put simply, there is no need of creating organisational conformity in a 
highly conforming society. Indeed, one can argue as we do here that the dynamic 
power which extreme heterogeneity provides is made possible by the countervail-
ing force of homogeneity which the business groups endeavour to achieve. The 
cultural traits which are relevant here may not be those of either heterogeneity or 
homogeneity, but rather of other dimensions, the impact of each being a function 
of the cultural context. Heterogeneity of class, for example, could be expected to 
have a rather different impact in a more class-conscious society such as England. 
Similarly the prestige of a particular university could well have a protracted effect 
in a less informal society such as that of Germany, of France or, as Wiersema and 
Bird (1993) found, of Japan. In the Scandinavian countries, and possibly in other 
informal countries such as the US, the impact of having attended a prestigious 
university or business school can be expected to diminish quickly with age. Thus, 
the generalisability of results here is probably not appreciably hampered by culture. 

The generalisability of the results is limited, especially by the gender invariance 
that was present. The sample consisted exclusively of men, making heterogeneity 
of gender a meaningless variable. This seems to be quite common in demographic 
studies of TMTs. The exclusion of gender in TMT studies is probably caused in 
part by the low variance of the gender variable. For example, Zenger and Law-
rence (1989) excluded gender since only 4.3% in the sample were women, and 
Tsui and O’Reilly (1989) reported that in a group higher than middle manage-
ment only 4% were women. The effect of the gender variable having been ex-
cluded due to low variance is that most results cannot be generalised to TMTs in 
general, but to the most frequent type of TMT, that consisting of males only. It 
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is quite conceivable that groups in general and TMTs in particular could display 
other outcomes if faced with high heterogeneity of gender or if populated only 
by females. In fact, Tsui, Egan and O’Reilly (1992) found that men’s attachment 
to an organisation diminished to a great extent when a mixed-gender group was 
involved than women’s did. An interesting question is whether the hypothesised 
causal link between heterogeneity and turnover is as valid in female as in male 
groups. Even in Sweden, where the say of women is particular strong, e.g., with 
roughly 50% women in the parliament, such an investigation of TMT groups 
must await the advent of a greater number of women on the scene, recent data on 
the TMTs of the listed Swedish corporations having shown that only 18% were 
women (Berg, 2003). 

One of the major contributions by this paper would appear to be the determi-
nation of a TMT through network analysis, allowing it to be defined on the basis 
of such team characteristics as frequency of contacts and density, instead of formal 
positions. Demography appears to be a viable concept for explaining outcomes 
and processes not only in formal positions and in formal organisations, but also in 
certain non-formal organisations such as the business groups considered here. The 
latter are elite groups basically similar to the TMTs of formal organisations. Not 
only can the network approach to assessing membership taken here be applied 
to formal organisations as well, but there are also phenomena somewhat similar 
to what was studied here which could be examined in a similar way, such as the 
cooperation, for example, between companies in science parks. The latter repre-
sent the assembling of different research organisations at a given geographical site, 
where service, support and other types of resources are exchanged. An interesting 
question is whether interactions of this type are based primarily on functional, 
personal or demographical considerations. Considering networks highlights cer-
tain problems concerned with the makeup of teams. Whereas one can reasonably 
assume that there are persons in the upper echelons of formal organisations who 
constitute a TMT, its being an empirical question who these persons are, the same 
assumption cannot be made for non-formal organisations without the help of 
empirical data. Data on cooperation and team-like characteristics is indeed found 
in the case of Swedish business groups. For science parks, no such data has as yet 
to our knowledge been assembled. This emphasises the importance of regarding 
membership in a TMT as an empirical question that only can be answered after 
the analysis of patterns of interaction. 

A limitation of the present study, that of its particular focus on networks, 
should be noted. An important difference between a formal organisation such as 
a corporation and an informal organisation such as a business group is that in the 
latter case the environmental forces influencing turnover are much more difficult 
to comprehend. This is particularly apparent when one considers performance, 
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an important variable in TMT research (Keck and Tushman, 1993; Priem, 1990; 
Dess and Priem, 1995; West and Schwenk, 1996). Whereas the performance of a 
corporation can indeed be measured, certain difficulties notwithstanding (Mur-
ray, 1989), it is extremely difficult or even impossible to measure the performance 
of an informal organisation. The present paper has focused on group factors that 
influence turnover there. This leaves to further research the intriguing question of 
the effects of environmental forces on networks and on their upper echelons. 

TMT demographics focuses on the composition of the TMT but generally 
considering only one of two compositional events, the turnover (Daily and Dal-
ton, 1995; Hambrick and D’Aveni, 1992; Keck and Tushman, 1988; Keck and 
Tushman, 1993; McCain, O’Reilly III and Pfeffer, 1983; O’Reilly III, Caldwell 
and Barnett, 1989; Pelled, 1996; Wagner, Pfeffer and O’Reilly III, 1984; Wi-
ersema and Bantel, 1993, and Wiersema and Bird, 1993). The other event which 
influences the composition of a TMT is the inclusion of a new member. Whereas 
decisions of hiring are often scrutinised in social psychological studies (Westpahal 
and Zajac, 1995), selection processes in the internal managerial labor market that 
create a pool of would-be TMT-members are an almost virgin area for demo-
graphic research. Few studies have concentrated on the inclusion of new mem-
bers in TMTs it has been empirically researched by those concerned with board 
composition (e.g. Furtado and Karan, 1990; Westphal and Zajac, 1995) and have 
been highlighted by the innovative paper by Pfeffer and Leblebici (1973). Thus, 
although turnover is a rather well covered aspect of TMT composition, it is time 
to focus on the “turn-in” or selection of TMT-members. 

The balancing of integrative forces of homogenisation that create stability and 
of the separative forces of heterogenisation that create change is of genuine mana-
gerial concern. The functioning of a group, for example its capacity to process 
information (Thomas and McDaniel, 1990) and its performance in an ultimate 
sense, depends not only on the competencies of the individuals involved, but also 
on the group’s composition. It is highly tempting to consider the possibility, how-
ever trivial it may appear, of recruiting for such business groups as the Swedish 
ones examined, a greater number of financially oriented individuals at times when 
the companies involved are under financial stress. The present results emphasise 
the importance of considering the total effects of recruitment and dismissal. The 
manager and the researcher face the same basic difficulty of distinguishing those 
dimensions for which heterogeneity has a noticeable effect on the group or com-
pany from those for which it has little or no effect. One possible rule of thumb 
could be one based on the idea of countervailing forces considered in this paper, 
i.e., the idea that in stable environments TMTs can be functionally and branch ho-
mogeneous without much effort needing to be spent on socialising the members, 
whereas in complex and turbulent environments diversity in branch experience 
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and functional heterogeneity creates the need of homogenising through socialisa-
tion the individuals involved. Simply put, playing golf and holding dinners for the 
TMT are a necessary investment in homogenisation for corporations in medicine, 
for example, but a waste of money for corporations in the oil business. 
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appendix
the Wallenberg group and the Handelsbank group in 1986 
Only the largest corporations are included. The arrows indicate share ownership. 
Similarities between the groups are stressed at the expense of such dissimilarities 
as the fact that the Wallenberg group depends ultimately on non-contestable con-
trol of a few, large foundations, while the Handelsbank group has smaller founda-
tions making the group slightly more vulnerable for control contests. 
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change management: getting 
a tuned up organization 

Robert E. Ledez 

abstRact 
Organizations as a whole and people specifically do not like to hear the word 
change. “Change” has a myriad of dreadful meanings in organizations such 
as, layoffs, downsizing, relocation and pay cuts. Employees have learned that 
when the word “change” is spoken to expect the bad but plan for the worst. 
For many people the prospect of change produces stress or tension in the work-
place and on the employees that have to deal with the emerging process. The 
emergence of new technology, products and increased global competition will 
only facilitate the change that will be needed in order to compete. One can-
not manage the past but can sure take charge of the future. 

Introduction
“During this decade, American corporations will face a variety of developments. 
They will continue to experience the issues associated with globalization and new 
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technological development. In domestic markets, they will encounter the expand-
ing number of people riding the crest of the “Age Wave” and a variety of lifestyles. 
They will have to cope with baby boomers facing the issues of mid life changes 
with their interests turning towards family and quality of life. They will have to 
devote more attention to social and environmental issues and cope with a labor 
shortage. These trends will provide opportunities and require ongoing innovation 
in products and services. They will also require changes in organizational systems. 
Leaders of excellent firms are exploring the implications of these trends. They are 
developing innovations. They are transforming their firms to a new organizational 
form.” (Holder, 2002, p. 1) 

The third college edition of the Webster’s New World Dictionary defines 
change as: to put or take (a thing) in place of something else, to make an ex-
change, a substitution. Another definition of change is: the letting go of the old 
and making strides toward obtaining the new or the end result, the journey in 
between is the transition. (M.A. Petrosky, personal communication, October 3, 
2002). Fred Nickols, of the Distance Consulting Company, sums change up as 
“a matter of moving from one state to another, specifically from the problem 
state to the solved state.” Change is one variable that can humble the bravest and 
the brightest and completely terrorize others. This leads to the matter of Change 
Management. 

change management
“The first and foremost obvious definition of change management refers to the 
making of changes in a planned and managed or systematic fashion.” (Nickols, 
2002, p. 1) Change Management is the art or science of making changes to a cer-
tain method or system in an orderly, systematic fashion, to make sense out of the 
organizational chaos that is permeating the company, its employees, its suppliers 
and vendors and most importantly its customers. The “change” that will take place 
to the organization is internal. This means that the change will take place within 
the confines of the company and not outside the “walls” of the organization. 
The reason for the change however might be completely externally oriented. For 
example, many companies might have to adjust their pricing or changes in their 
products, react to a large cut in funding, the need to attract new customers and 
business, the changing of their current customer base due to external conditions, 
(i.e. economy, aging, etc.), the increased need for productivity and the hiring or 
laying off of large quantities of employees and managers. Some changes take place 
when the new “Boss” or Chief Executive Officer takes over the company and their 
personal interaction or philosophies slowly but surely change the culture of the 
company or organization. 
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The backbone of Change Management is composed of a variety of hard and 
soft sciences drawn upon psychology, sociology, business administration, eco-
nomics, industrial engineering, systems engineering and the study of human and 
organizational behavior. (Nickols, 2002, p. 2) 

Finally, yet importantly, Change Management theory includes a series of 
models, beliefs, concepts and principles known as the General Systems Theory 
(Nickols, 2002, p. 2). It has not yet been determined whether Change Manage-
ment is an art, science, a profession or a discipline. It is more likely composed of 
a little of each and a totally separate entity in itself. 

How “change” affects the company 
A little known writer by the name of Mark Twain summed it up eloquently by 
saying “You know, I’m all for progress. It’s change that I object to.”(Pieterson, 
2002, p. 32) Organizations as a whole and people specifically do not like to hear 
the word change. “Change” has a myriad of dreadful meanings in organizations 
such as, layoffs, downsizing, relocation and pay cuts. Employees have learned that 
when the word “change” is spoken to expect the bad but plan for the worst. 

For many people the prospect of change produces stress or tension in the 
workplace and on the employees that have to deal with the emerging process. 
Willie Pietersen, of the Journal of Business Strategy, has this perception on the 
change process. “For many people the specter of change produces what’s some-
times called the FUD Factor—Fear, Uncertainty and Doubt.” The psychology 
works like this: 

•	 To change is to suffer loss of several kinds. We lose certainty, the comfort of 
the known and the familiar. We lose the sense of competency, the financial se-
curity and the status we enjoy in the existing order. And when change is being 
imposed upon us (as is often the case in a corporate setting), we lose the sense 
of control. 

•	 Because change involves the loss, people must be persuaded that the gains will 
be greater than the losses if they are to embrace change. 

•	 To succeed, therefore, the driving forces in support of change must be greater 
than the restraining forces of Fear, Uncertainty and Doubt. 

There are many differing opinions about the actual systematic process of im-
plementing change in the prototypical workplace. The number of steps ranges 
from three to thirteen depending on the individual and their overall opinion and 
beliefs. John P. Kotter in his book, The Heart of Change, Real Life Stories of 
how People Changed Their Organization, defines eight steps that will drastically  
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enhance the change in the organization and help limit or lower the amount of 
stress or tension in the change model. They are as follows: 

1. Increase Urgency
The figurehead of the organization or company must constantly stress the urgency 
for the change. This will help focus the employees on the change at hand and 
leave little time to look back at the “old way.” This first step, though important, 
must not be rushed upon the employees. However, the change must proceed at 
a brisk but well organized pace. This will quickly entrench the employees in the 
new beliefs and processes of the change and allow the old corporate beliefs to fade 
away quickly. 

2. Build the Guiding Team
Management must be well informed and have the mental and technical capabili-
ties to enact the change. They must be able to see the grand scheme while at the 
same time defining the individual employee’s responsibility to the overall struc-
ture. They must be perceived as capable leaders who can answer most questions 
and if not can adequately respond to the employees in a timely manner. 

3. Get the Vision Right 
They must be able to define the company vision form the top level down to the 
grass roots level. They must define their vision and not deviate from it in mid-
stream. This will only present the perception that management does not know 
what it is doing. 

4. Communicate for Buy-In 
They must be able to sell the workers and fellow employees of the need for change. 
Some change managers like to stress the good side of the change while putting 
down the old system as inadequate. Anyway, they must be able to sell the product 
to the line workers and managers as well as the shareholders if necessary. 

5. Create Short-Term Wins 
Management must set small goals that that can realistically be met. This will in-
crease employee moral, show that the end is possible, and hopefully distract from 
the long and often difficult haul of the change. 

6. Empower Action 
They must allow their managers the power to take the reins and run with it. The 
managers must have the capabilities to guide the ship without constant fear of 
repercussions. 
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7. Do Not Let Up

The act of the change must constantly be pressed onward, do not slow in your 
plan. Follow the guideline and press on ahead if things are working as planned. 
To stop in midstream would only jeopardize the power of the new “way” since the 
employees or line workers would be stuck in the transition period. 

8. Make Change Stick 

You must live the new process. You cannot fall back to the old way once the 
change is made. To do this would only jeopardize confidence in management and 
their overall ability to lead the company into the future. 

Change in any organization is one of the most, if not the most, stressful situ-
ations that a company will have to deal with. How a company deals with change 
can, in extreme cases, decides whether the company will continue to be profitable 
and forge ahead with new ideas and products and continue to renew their organi-
zational life cycle or start the descent of the business. Most companies that have 
continued to stay in business and stay profitable have continually added, renewed 
and changed their product line, their customer base and the general way that they 
do business. 

change management and the employees 
“Gaining employee support and buy in is a critical first step in managing change, 
but leaders can’t stop there. Employees have to continually be motivated to change 
their behaviors throughout the change. To use the diet analogy once more, people 
may understand all the reasons why the have to lose weight, but without prop-
er support and motivation, they might never muster the energy required to do 
so.”(Caudron, 2002, p. 3) 

The first and most important step in initiating any change or massive reen-
gineering project upon the company, certain departments or functional areas is 
to clearly and easily define the need for change and why it will only help not 
hinder the organization. Management must define all the points and benefits for 
the change. They must communicate endlessly and tirelessly about the changes 
needed. Management can never communicate enough with their employees, the 
grass roots level where the change will have the most drastic effect. 

Second, management must adequately train and prepare for the implementa-
tion. The employees or individuals that will be affected by the transformation 
must not only understand the reason for the change but must be able to imple-
ment the new technique, style or dynamic that the company or organization is 
changing over to. 
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They must be more than ready for the change when the time for change oc-
curs. The company can provide mandatory training on or off premises. They can 
offer after hours training to individuals that want to ensure that they are proficient 
in the new system or dynamic. 

Third, the management must have certain allotted time to help implement the 
change. As the old saying goes, you cannot run before you walk. The management 
must be allowed the time and resources to train their employees, to answer all 
questions and to address issues of problems that might be the result of the change. 
They must be allowed to let some other areas suffer while they address the most 
important issue, change. They must have certain target objectives and goals that 
can be obtained. To assign goals that are not obtainable and impossible will only 
hurt the change. The period in between the change from point A to point B is 
the transition. This transition period must contain obtainable goals in order for 
the employees and management to see the light at the end of the tunnel. To deny 
this will cause negative repercussions on the reason for change and further cause 
employee and management resistance. 

Fourth, the most important aspect for change is the constant recognition and 
praise for obtaining goals and to individuals that are embracing and supporting 
the change effort. Some studies have found that this non-monetary compensation 
is as good if not better than monetary compensation in some environments. The 
change manager must keep the group dynamics focused on the task at hand and 
not allow distractions from outside competitors to take away from their focus on 
the change. 

ten Ways to Fail at change 
There are certain procedures and steps that must be implemented to enforce 
change in the environment. Dr. Terry Paulson, of Paulson and Associates, has 
come up with ten ways that management can take to make sure that the change 
fails and does not happen. This is a summary of those ten points with a brief 
explanation: 

1. Never give in to selling any change when you can exercise your power by de-
manding it. Tact and communication does to authority what sugar does to 
teeth. After all if your people or team had any ideas worth listening to they 
would be the boss. 

2. Develop a varied arsenal of looks to master the put down. A well-placed sigh 
and a “that was dumb” stare can work wonders in silencing your people. Add 
verbal clinchers: “Are you kidding?” Try well placed sarcasm: “Yeah, I knew I 
would have this problem when I put a woman in charge!” 
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3. When providing performance feedback do not let them find their own solution 
when you can reinforce your position of authority by telling them what they 
obviously should have done. Be ready to use the Harvard Business review, your 
MBA notes or Dilbert cartoons to identify how defective they really are. 

4. Never deal with the issues when you can attack the person. When they criticize 
your ideas, question their attitude and commitment to the team. When they 
miss a deadline question their ability to handle responsibility. If they persist in 
making their point, keep them in place by saying. “If I wanted your opinion I 
would give it to you!” 

5. Keep harping on the phrase, “More with less” to explain your downsizing, re-
organizations and cost containment initiatives. Busy people are happy people 
whether they want to admit it or not. Don’t let your need to hold the line on 
wages to impress stockholders, stop you from taking the wage increases and 
bonuses you deserve for leading your team through such perilous times.

6. Never give information or strategic direction until you have to. Once you do, 
never change your position. Now, if there idea is really better, just wait a few 
weeks, make some slight adjustments, and then claim it as your idea. They will 
squawk in the restroom and lounges, but they will know what it is to respect 
authority. 

7. When things go wrong, you know whom to sacrifice. If by chance your team 
does succeed on their own, take the credit. After all, with effective leadership 
even turkeys can fly in unison for 50 feet. 

8. Build your own corporate torture chamber. Know how to schedule hours to 
produce maximum aggravation. Keep the pressure on my making them work 
with team members they hate and projects they have no skills to draw on. 

9. Never give recognition: it sets the stage for complacency. After all, they are 
lucky they have a job. If you thank them, all they do is ask for more money. 

10. Bark is as only good as a bite. Fear is a great motivator. Do not waste your time 
with petty, lengthy documentation with your tough employees; make a scene 
by threatening them with their job on the spot. 

To summarize what Dr. Paulson (2002) listed above, management cannot 
over communicate change. Employees and managers must know in advance of 
the situation at hand. They must be allocated the resources to succeed. To with-
hold any type of information or due process is a recipe for failure. The managers 
must have the power to make decisions on the spot based on the information that 
they have available. They must have obtainable and realistic goals. Managers and 
employees must be allowed the freedom to make mistakes and to learn from them 
without fear of repercussion or public embarrassment. Most major solutions to 
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change problems have come about by someone making a mistake and then later 
finding a better way to resolve the situation. 

does change management Really Work? 
Change Management involves a huge amount of resources monetarily and physi-
cally. Organizations must spend millions of dollars to upgrade their facilities, their 
computer networks, new product lines, to retrain new employees in the new sys-
tems and beliefs. This does not include the thousands of hours that employees 
must spend on their own to learn the new way of doing things. They must let 
go of the “old way” and all of the comfort and familiarity that went with it and 
embrace the “new” and extremely stressful way. They have to let go of their day-
to-day confidence in their ability to handle problems the old way and learn to 
react in the new way. This causes tension in most employees whether visible or 
unseen. Management must spend countless hours in dealing with the emotional 
side of the change as well. 

Richard Axelrod in his new book, Terms of Engagement, Changing the Way 
We Change Organizations, says that it just does not work. According to Axelrod 
(2002), “Traditional change management designed to infuse new life, creativ-
ity and innovation into an organization—instead breeds increased resistance and 
cynicism. Instead of synergy it creates polarization, with members of the change 
management team dictating strategy on once side and the remainder of the orga-
nization hovering fearfully on the other.” 

He continues by claiming that the bureaucracy becomes even more layered than 
the change management intentions of flattening out the corporate structure. This 
creates more headaches and levels of management that must be worked through to 
resolve common issues and complaints that were easier done before the change. 

This new change also creates a new autocratic style. The management is from 
the top down, the individuals that are demanding the change force their views 
upon the lower level employees. This often causes resentment of the change, anger 
and sometimes complete refusal to change. This filters down to productivity prob-
lems, attendance problems and in some extreme cases a strike of union workers. 

Mr. Axelrod favors a disbanding of the change paradigm and implementing 
a new structure called the engagement paradigm. (2002) He invokes making the 
entire organization responsible for the change not a management team or outside 
consulting company that comes in and run the change process. He argues that 
this will only increase employee responsibility and thus enhance the change pro-
cess. His logic is that no one employee will feel left out and they will understand 
the whole picture of the change. They will no longer have the few deciding for 
the many. 
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The main theory behind this new paradigm is that everyone is included. No 
one, not even the lowest person on the organizational structure, will be left out. 
They will be informed of the real reason for the change. They will understand how 
the change affects the company as a whole and each individual department. It will 
allow employees to buy into the change process. It is no longer seen as an abstract 
beast but a viable, living entity that can and must be embraced in order to change 
successfully the organization. 

the Future of change management 
The first misconception that any company or individual must come to terms with 
is that change will never end. No longer can an organization or companies afford 
to be placated in their current way of doing business. Companies must always be 
looking for new and improved ways to enhance their productivity, their customer 
service and their sales goals. They must weigh the cost both cognitively and finan-
cially to the organization and the employees. What type of mental and financial 
strain will take place from the change and is it worth it? 

Change will never stop, change is always happening. It is the natural life cycle 
of man, nature and business. A company cannot be afraid to implement change. 
They must understand that change is not always successful and must embrace the 
unknown in the change process. Too many companies settle for the outdated pro-
cesses that are tried and true and familiar. They do not want to embrace change, 
they are afraid of failure. Nevertheless, without some failure any organization 
cannot grow. The sooner any company makes their error the sooner they can turn 
it into a useful learning experience. 

To sum it up in one quote by Norman R. Augustine, President of Lockheed 
Martin, “The thing that we did that was most helpful was to visit seven or eight 
companies…. That had done a lot of mergers and acquisitions. We sat down with 
their CEOs, COOs and CFOs and asked them to share with us the things they’d 
done right and wrong to see what advice they would give us. We learned a lot 
of lessons. One that it is much better than to be eighty percent right fast than a 
hundred percent right slow; make the tough decisions and get them over with. Be 
very honest, candid and open, and don’t try to sugarcoat the bad news; take the 
short term hits to do what’s best for the long term.” (Paulson, 2002, p. 5) 

conclusion
Change Management is a topic that will evoke more continued debate as the 
current economic and global climate demands constant evolution if companies 
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want to succeed. The emergence of new technology, products and increased global 
competition will only facilitate the change that will be needed in order to com-
pete. One cannot manage the past but can sure take charge of the future. 
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abstRact
Background

Because of the demographic changes, appropriate measures are needed to pre-
vent early exit from work and to encourage workers to prolong their working 
life. To date, few studies have been performed on the factors motivating con-
tinuing to work after the official age of retirement. In addition, most of those 
studies were based on quantitative data. The aims of this study were to exam-
ine, using both quantitative and qualitative data: (1) the reasons for volun-
tary early retirement; (2) the reasons for continuing working life after the of-
ficial retirement age; and (3) the predictive value of the reasons mentioned.
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Methods

Quantitative data analyses were performed with a prospective cohort among 
persons aged 55 years and older. Moreover, qualitative data were derived from 
interviews with workers together with discussions from a workshop among oc-
cupational physicians and employers.

Results

Results showed that the presence of challenging work was among the most im-
portant reasons for not taking early retirement. In addition, this motive ap-
peared to positively predict working status after three years. The financial ad-
vantages of working and the maintenance of social contacts were the reasons 
reported most frequently for not taking full retirement, with the financial as-
pect being a reasonably good predictor for working status after three years. 
From the interviews and the workshop, five themes were identified as im-
portant motives to prolong working life: challenges at work, social contacts, 
reward and appreciation, health, and competencies and skills. Further, it 
was brought forward that each stakeholder can and should contribute to the 
maintenance of a healthy and motivated ageing workforce.

Conclusion

Based on the findings, it was concluded that measures that promote challeng-
es at work, together with financial stimuli, seem to be promising in order to 
prolong workforce participation.

background
One of the most notable changes in the working population is its ageing. The 
baby boom cohorts born after the Second World War (born between 1945 and 
1965) are now middle-aged; the oldest of them have already started retiring. At 
the same time, lower birth rates in the past few decades imply that fewer young 
people will be entering the labour market [1]. These demographic changes are 
bringing about a shift in the ratio of workers to retirees that will lead to a relative 
shortage of active workers.

Of the major regions of the world, the process of population ageing is most 
advanced in Europe [2]. The median age of European Union (EU) citizens will 
increase between 2004 and 2050 from 39 to 49 years [3]. After 2010, the year 
that will mark the greatest number of members of the potential working popu-
lation (i.e. those between 15 and 64 years), the population of working age will 
decline from 331 million to 268 million in 2050 [3]. In contrast, the proportion 
of people 65 years and older will increase.
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These two demographic changes will result in an increase in the old-age de-
pendency ratio (i.e. the number of people over 65 divided by the number of 
working-age people) from 25% today to about 53% in 2050 for the 25 EU coun-
tries [3]. At the same time, the share of older workers (i.e. those between 55 and 
64 years) in the total potential workforce will logically increase. It is estimated 
that by the year 2025, between one in five and one in three workers will be an 
older worker [2].

It is clear that the demographic shift has serious economic and social implica-
tions, among others the financing of the social security systems, in that a shrink-
ing number of economically active people (i.e. workers) will have to pay for the 
national pensions of an increasing number of retired persons. The ageing of the 
workforce also implies a change in the human resources (HR) strategies to man-
age age in the workplace. Thus, both government and private companies face the 
challenge of finding means to prolong the labour participation of (older) workers. 
This is especially true since, to date, many older people have left their jobs either 
voluntarily (i.e. because of early retirement) or involuntarily (i.e. because of work 
disability or unemployment) much earlier than the official age of retirement [4].

As in many countries, the social security system in The Netherlands used to 
offer the opportunity of retiring with a pension before the official retirement age 
of 65. This so-called early retirement pension (ERP) was implemented during 
a period of widespread unemployment, with the intention of providing better 
opportunities for the younger generation to find jobs. However, due to the popu-
lation’s ageing and its consequences, these early exits from work are no longer 
affordable from an economic point of view. Instead, appropriate measures are 
needed to prevent early exit from work and to encourage workers to prolong their 
working life.

During the last few years, measures discouraging early retirement have been 
implemented in many countries worldwide. For example, since 2006, ERP is no 
longer supported fiscally in the Netherlands, so that voluntary early exit from 
work has become more expensive. In other countries, raising the mandatory re-
tirement age is one of the measures implemented. It may, however, be questioned 
whether such measures imposed by the government or the employer are effective. 
Commitment from the target group, i.e. the (ageing) workforce, is an important 
aspect for successful implementation.

To date, most of the research has focused on the determinants of early exit 
from work [5,6]. As far as the authors are aware, there are only limited data as 
to the motives of employees for prolonging working life. For example, a study of 
Lund and Borg [7] showed that very good self-rated health and high development 
possibilities were independent predictors for remaining at work among males. 
Among females, the same two predictors were found in addition to high decision 
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authority, medium-level social support and absence of musculoskeletal problems 
in the knees [7].

In addition, some other recent studies showed that retirement decisions are 
influenced not only by the worker’s health status, but also by income levels and 
pension rights [8,9]. Those aged 50 and over with poor health, high income or 
accumulated wealth and access to occupational pensions are more likely to retire 
at the normal retirement age or retire early [8,9]. Another study showed domes-
tic and family considerations to be important influences of retirement behaviour 
[10]. In contrast, the evidence about the determinants of involuntary exit from 
work due to work disability shows occupational factors to be among the most 
important determinants [11,12].

However, the evidence as to the reasons for voluntary early exit from work is 
more scarce. From the few previous studies, it can be concluded that retirement 
decisions on a voluntary basis are multidimensional and not driven by any one 
single factor. In addition, the little available evidence as to the reasons for vol-
untary early retirement as well as for continuing working life is based mostly on 
quantitative data. There have been only a few attempts that involved qualitative 
data incorporating the worker’s opinions about the factors that motivate them to 
prolong their work career after the official age of retirement.

For example, a semistructured interview study among persons who chose early 
retirement and those who did not, supported the quantitative finding that deci-
sions about retirement are not made in a vacuum, but have to do with diverse 
types of possible routes into retirement [13]. These dealt with organisational re-
structuring, financial offers and opportunities for leisure and self-fulfilment that 
early retirement offers [13].

From a second qualitative study, it appeared that the way of conceiving work 
and retirement varied among persons from different socioeconomic backgrounds 
[14]. The conclusion was that various factors, including financial imperatives and 
HR practices, intersect at state pension age to shape people’s routes into retire-
ment and their options for continuing in work [14].

Finally, most of the previous studies have used cross-sectional data. Hence, 
the predictive value of the motives to retire early mentioned by those still working 
remains unclear.

Based on the limited literature on the determinants for prolonging working 
life, and the scarcity of qualitative data, the aims of the present study were: (1) 
to examine the reasons for voluntary early retirement; (2) to examine the motives 
for continuing working life after the official retirement age; and (3) to examine 
the predictive value of the reasons mentioned. A mixed-methods approach was 
applied, with quantitative and qualitative data.
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methods
This article describes the results of three studies. The first study includes data anal-
yses of a prospective study among persons aged 55 years and older. The second 
study is based on qualitative data from interviews with workers, while the third 
study includes a workshop among occupational physicians (OPs) and employers.

study 1. Quantitative study (Lasa)

The aim of this quantitative study was to examine the reasons for voluntary early 
retirement (first study aim) as well as the reasons not to voluntarily retire early. 
Moreover, with the data of both baseline and follow-up (i.e. three years later), the 
predictive value of the motives stated at baseline was determined (third aim).

Study Sample

The first study sample consisted of participants of the Longitudinal Aging Study 
Amsterdam (LASA). LASA is an ongoing, multidisciplinary, cohort study among 
persons aged 55 and over. It focuses primarily on the predictors and consequences 
of changes in older persons’ physical, cognitive, emotional and social functioning.

The sampling and data collection procedures and the response rates were de-
scribed in detail elsewhere [15,16]. In summary, LASA started with data collection 
in 1992–1993. A random sample of persons aged 55 years and over (birth years 
between 1908 and 1937), stratified by age, sex, urbanisation grade and expected 
five-year mortality was drawn from the population registers of 11 municipalities 
in three regions in The Netherlands. This procedure led to a representative sample 
of the Dutch older population, reflecting the national distribution of urbanisation 
and population density.

In 2002–2003, a second sample of men and women aged 55 to 64 years was 
drawn with the same sampling frame as the original cohort. The 2002–2003 sam-
ple is the sample for the current study, comprising 1002 participants aged 55–64 
years (response rate 57%). In 2005–2006, a follow-up measurement of the second 
cohort took place (n = 908).

Written informed consent was obtained from all participants. The study was 
approved by the Medical Ethics Committee of the VU University Medical Centre.

Interviews

The interviews were held at the respondents’ residences and were conducted by 
trained interviewers, who used laptop computers for data entry. The structured 
interview covered a wide range of topics related to physical and cognitive health 
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and social and psychological functioning. For the purpose of the present study, the 
interview also included questions on reasons for considering early retirement.

The respondents were asked several questions as to their working status. Ques-
tions relevant to this study were: (1) Are you currently working in a paid job? 
(yes; no); (2) Are you currently (partially) work-disabled? (yes; no); (3) Have you 
already taken (partial) early retirement? (yes, completely; yes, in part; no); and (4) 
Would you consider taking (partial) early retirement if financially possible? (yes; 
no). Partial early retirement refers to working fewer hours in the main occupation.

To get insight into the reasons for voluntary early retirement as well as the rea-
sons not to voluntarily retire early, respondents were asked their most important 
reason: (1) to take (partial) early retirement; (2) not to take full early retirement; 
(3) not to take early retirement at all; and (4) (among those who had already taken 
(partial) early retirement) to have taken (partial) early retirement. All four ques-
tions included branching questions that were asked to subgroups according to the 
working status and the consideration to take (partial) early retirement (Figure 1). 
The first two questions were asked of those with a paid job, who had not already 
taken early retirement, but who were considering taking early retirement, whereas 
the third question was asked of those with a paid job, who had not already taken 
full retirement and who were not considering taking early retirement. For each of 
these questions, the last of the five or seven answer categories included “another 
reason” than mentioned, leaving respondents space to fill in their own reason.

Figure 1. Flow diagram of the LASA respondents regarding working and retirement status.
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Analysis

For the purposes of this study, descriptive analyses were conducted. A frequency 
table was produced for each of the four questions (see above) indicating the per-
centage of each reason specified. The “other reason” category was analysed in more 
detail; answers that could be clustered were grouped. The predictive value of the 
reasons reported was determined by a frequency table of the working status (i.e. 
working or having retired) at follow-up per reason mentioned at baseline. Analy-
ses were performed using SPSS software, version 14.0 for Windows.

Both Study 2 and Study 3 were performed to get insight into the motivating 
factors for continuing to work and the measures that can be taken to stimulate 
prolonging working life.

study 2. Interviews with Workers

Study Sample

Workers were recruited by the occupational health service (OHS) that partici-
pated in this study. By means of its customer database, the OHS approached 12 
companies that differed in sector and size. Four companies agreed to participate. 
These four companies were from different sectors and included: (1) local gov-
ernment, (2) youth- and health care, (3) outdoor advertising and (4) an OHS, 
located in another city than the one involved in the recruitment in this study. 
The companies also varied in size (from approximately 60 to 700 workers), job 
characteristics and workers’ educational level.

Within each company, the aim was to interview two workers individually and 
to hold one focus group interview with approximately five to 10 workers. Selec-
tion of the workers was done by a member of the HR staff or the head of the 
department, and was based on socioeconomic factors (e.g. sex, age, job position), 
availability and willingness to volunteer, to capture a broad range of characteris-
tics. The workers were approached primarily face-to-face by their HR staff or su-
pervisor to participate in the interviews. After agreement, the researcher arranged 
a specific date and time for the interviews.

Interviews

For the purposes of this study, semistructured interviews were held. Semistruc-
tured interviews define the area to be explored, at least initially, and allow the 
interviewer or the interviewee to diverge in order to pursue an idea in more de-
tail [17]. This strategy encourages open answers, thereby eliciting new, additional 
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information. During the interview, the interviewer tried to be interactive and to 
uncover factors that were not anticipated at the outset of the interview.

After briefly introducing the study and asking a few general questions, the 
interview guide posed the following questions: (1) “Are you willing to continue 
working until or after the age of 65?” (2) “What are factors that motivate you to 
continue working?” (3) “What measures can or should be taken to prolong your 
work career?”

All interviews took place face-to-face and were recorded on a digital voice re-
corder. The focus group interviews lasted approximately 50 minutes; the duration 
of the individual interviews varied from 24 to 42 minutes. During the interviews, 
the interviewer took field notes. The interviews were held in a meeting room at 
the company and were conducted by the principal researcher (KP).

Analysis

The interviews were fully transcribed by an assistant. Subsequently, content analy-
sis was conducted by the principal researcher to analyse the transcripts. First, the 
transcripts were read and reread to become familiar with the text. Next, the text 
was marked with codes indicating the content of the response. The codes were 
then grouped together into key themes. In the Results section, interviewees’ quo-
tations that were considered representative for the theme are reported in order to 
illustrate the meaning of the themes.

study 3. Workshop with occupational Physicians (oP) and 
employers

OPs and Employers

To compare the views of the workers with the opinions of important stakeholders, 
a two-hour workshop among OPs and employers was held. The workshop was 
organised within a general course for OPs by their occupational health service 
(OHS). As the workshop fit well in the programme, it was decided to incorpo-
rate the workshop in the OHS’s OP course. In total, 20 OPs participated in the 
course, including the workshop. In addition, five representatives (human resource 
management (HRM) staff) of the four participating companies joined during the 
workshop.

Workshop

The workshop started with a 30-minute presentation by the principal researcher 
about the study and the results of the interviews among the workers. Subsequently, 



92 Human Resource Management: Issues, Challenges and Opportunities

four working groups were formed, each consisting of one or two representatives 
of each company and five OPs.

For one hour, each working group discussed two issues. First, they discussed 
the motivating factors mentioned by the workers. In their discussion, the OPs 
and employers were encouraged to add motivating factors. The second issue dis-
cussed in the working group concerned the measures to be taken by the employer 
or the OHS that might stimulate workers to prolong their participation in the 
workforce. Each working group was asked to write down its views, and one per-
son within each group was asked to report on these in the plenary session. In 
the plenary session, per working group, the workshop leader (KP) wrote down 
all views of each working group on a flip chart and gathered the papers of each 
working group.

Analysis

After the workshop, the views reported on the flip chart and the working groups’ 
papers were copied by the researcher in an electronic form on a computer. The 
workshop notes were coded according to the themes identified by the interviews 
with workers. Similar to the analysis of the interviews (Study 2), the text was 
marked with codes and then grouped together into themes.

Results
study 1

Table 1 shows the working status of the study population at baseline. A small 
majority (57.9%) did not have a paid job (any longer) at the moment of baseline 
measurement, and about a quarter of the respondents (23%) were work-disabled. 
The large majority (78.2%) had not taken early retirement. Of those currently 
working (n = 421), almost two thirds (63.2%) reported they were considering 
taking (partial) early retirement (Table 1). Further, among those with a paid job, 
n = 377 were not yet partially retired early (Figure 1).

Table 2 presents the frequencies of the workers’ most important reasons not 
to take (full) early retirement. From this table, it can be concluded that the rea-
sons for not taking early retirement at all are different from the reasons for not 
taking full early retirement. Having sufficient challenges at work appeared to be 
by far (59.6%) the most important reason for workers not to take early retire-
ment, whereas the financial aspect (32.6%) and the social contacts (25.3%) were 
reported most frequently as the most important reasons not to take full early 
retirement (Table 2).
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Table 1. Working status of the study sample (LASA cohort 2002–2003) at baseline
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Table 2. Frequency of most important reason not to take (full) early retirement

Table 3 presents the predictive value of the reasons mentioned for work status 
at three-year follow-up. It appeared that the majority of those who reported chal-
lenges at work as the most important reason not to take (full) early retirement, 
were indeed still working three years later (84.4% and 66.7%) (Table 3). With 
respect to the financial advantages as the most important reason not to take full 
early retirement, it appeared that three years later, 68.3% were indeed still work-
ing or partly retired, but a quarter (24.2%) had taken full retirement. The main-
tenance of social contacts had less predictive value, since one third (35.4%) of 
those who reported social contacts as the most important reason not to take full 
retirement, had taken full retirement in the meantime.

Table 3. Working status at follow-up per reason not to take (full) early retirement as reported at baseline
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Table 4 describes the most important reasons for taking early retirement 
among workers as well as among those who had retired early. Among the work-
ers, the pleasure of spending more time on private concerns was by far the most 
important reason to take early retirement (59.4%). This reason was also reported 
most frequently by those who had already taken (partial) early retirement (27.3%) 
(Table 4). Further, among those who had taken early retirement, external factors, 
such as arrangements that made early retirement attractive and organisational 
changes, were also reported frequently as the most important reason to have taken 
early retirement. Health complaints as well as (physical or mental) workload were 
reported by a only small minority of the workers and retirees (<10%) (Table 4). 
Although the pleasure of spending more time on private pursuits was reported 
frequently as the most important reason to take early retirement, the majority 
(65.7%) were still working at follow-up (data not shown).

Table 4. Frequency table of most important reason to take (full or partial) early retirement

study 2

Interviews with Workers

Thirty workers were interviewed, either individually or in focus groups. With 
the exception of the local authority, within each company two interviews were 
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held, each with one worker, as well as one focus group interview with five to eight 
workers. At the local authority, it was not possible to hold a focus group interview; 
instead, five workers were interviewed individually. Thus, a total of 11 individual 
interviews (six men, five women) and three focus group interviews were held 
among 19 workers (nine men, 10 women) aged 30 to 59 years.

Although the questions in Study 1 differ from those in the qualitative study 
(i.e. questions related to the reasons either to take or not to take early retirement 
versus the motivating factors to continue working), the results were rather similar. 
In line with the LASA results, where only about one third of those currently work-
ing were not considering taking early retirement, it appeared from the interviews 
that most workers were not willing to continue working after the age of 65 years. 
Although the majority of the interviewees indicated that they were still motivated 
to work, that they liked their job and that they (still) were healthy enough to per-
form their job, they did not intend to prolong their working life.

Furthermore, the major reasons (i.e. sufficient challenges at work, mainte-
nance of social contacts and the financial aspect) reported by the LASA respon-
dents for not taking (full) early retirement were also expressed by the interviewees 
as motivating factors to continue working. From the responses of the interviews, 
five key themes were identified: (1) challenges at work, (2) social contacts, (3) re-
ward and appreciation, (4) health and (5) competencies and skills (Table 5). The 
themes include predominantly motivating factors, but also point to measures that 
can be taken to stimulate a sustained employability.

Table 5. Working status at follow-up per reason not to take (full) early retirement as reported at baseline
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Challenges at Work

Most of the interviewees considered the content of their job of importance to 
continuing to work. They indicated that they liked their job, were motivated by 
their work and that they needed their work. With the exception of the workers 
who performed a physically heavy job, which included routine, it was frequently 
indicated that they perceived a feeling of satisfaction and motivation when they 
were being challenged.

By nature, I am rather lazy, but I am challenged by my work. Being at work, I be-
come challenged intellectually; without work, there is no interesting life for me.”
“So far, I am not ready to stop. I am motivated to work, to continue work, because 
the job is challenging enough.”

Social Contacts

Without exception, all workers interviewed appeared to set great store on the con-
tact with colleagues and the associated work climate. One worker, for example, 
expressed this motive as: “Work is both intellectual and social food.” Another 
worker reported: “It can be that your ‘world will become so narrow’ ... yes, the 
contact with colleagues and clients is very important.”

Reward and appreciationMost of the interviewees highly valued appreciation 
from others for the work they did, and considered it as an important factor in 
continuing. This motive referred to both the financial aspect and reward expressed 
in words by the supervisor or colleagues. Although none of the interviewees indi-
cated the financial reward as the most important reason to continue working, they 
agreed that “it definitely plays a role.” One worker said: “Respect and apprecia-
tion, that’s what I think is important.”

As to the pat on the back (by the boss) as a motivating factor, they valued re-
ceiving a compliment from either the supervisor or colleagues. For example, one 
worker said:

“I absolutely think reward is essential in remaining motivated to perform the job. 
This can be through a bonus, but also by your colleagues who say to you how well 
you performed the task, or by having a dinner together, or something like that.”

Health

In the company providing outdoor advertising, the interviewees performed heavy, 
physical jobs. These workers generally had a negative attitude about prolonged 
participation in the workforce. One reason for this negative attitude was associ-
ated with the total years of having worked when they reached the age of 65 years, 
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since they had started working when quite young. Another reason for their nega-
tive attitude concerned the expectation that they would not be able to continue 
their (current) work, due to the heavy physical workload. Because of their work-
load, these workers suggested using tools that would reduce the physical work in 
order to be able to prolong participation in the workforce.

In the remaining three companies, physical workload was not the issue, in 
contrast to mental workload. Especially in the OHS, workers experienced (too) 
high work demands. To reduce or cope with work-related stress, some workers 
suggested implementing a relaxation programme or creating possibilities for re-
laxation, e.g. by means of a room where workers could rest, or through implemen-
tation of a yoga programme.

The promotion of a healthy lifestyle, including physical activity and diet, was 
also mentioned frequently as being an important factor for increasing the capacity 
and motivation to prolong a healthy working life. Although they generally agreed 
that a healthy lifestyle was the worker’s own responsibility, they also agreed on the 
role of the employer in stimulating as well as facilitating such a lifestyle.

“I need to take care that I stay healthy; that’s my own responsibility.”

Competences and Skills

Finally, the interviewees agreed on the value of education and training of (older) 
workers to be able to keep up with technological developments. They also report-
ed that training or education was valuable and should be offered by the employer 
in order to grow (personally), to stimulate challenges at work and to avoid routine 
work.

“One needs to develop oneself; as soon as the job becomes a routine, it’s not good, 
and one will not remain motivated.”

It was further suggested to include the competences and personal develop-
ment in the functioning discussions:

“In my opinion, the personal development should be included in the yearly func-
tioning discussion.”
There were no substantial differences in factors stated by younger and older 

workers. It appeared only that younger workers had difficulties in describing fac-
tors that would motivate them to prolong their working life, as “it is such a long 
way off.”
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study 3
Workshop with oPs and employers

The OPs and employers generally agreed with the workers’ opinions expressed in 
the interviews. No additional factors were mentioned by them.

As to possible measures to be taken by the employer or the OHS to prolong 
workers’ participation in the workforce, the working groups generally agreed with 
each other and reported more or less the same measures. From the notes, the 
following main themes were identified: (1) health promotion, (2) education and 
training and (3) financial stimuli.

Health Promotion

Each working group independently reported factors that involved promoting the 
balance between workload and individual capacity, the latter receiving a notable 
amount of emphasis. The workshop participants not only referred to the promo-
tion of physical activity and exercise, but also emphasised the role of a healthy diet, 
quitting smoking, a moderate consumption of alcohol and relaxation. Similar to 
the workers, they agreed on the responsibility of the worker, but also considered 
the role of the OP and the employer. One working group said, for example:

“It is of importance to stay fit and healthy; this is the responsibility of the worker. 
The employer, on the other hand, should give the good example. There should be 
attention for a healthy lifestyle within the organisation.”

Another working group expressed its opinion about this issue as follows:

“The employer will do right if he implements a ‘vitality policy’ including physical 
activity, fitness, walking in lunchtime or walking during meetings. In most cases, 
the corporate culture needs to be changed in that it promotes health management 
with even more stringent measures when neglecting certain activities.”

In addition to offering lifestyle programmes and providing information, they 
considered a periodic health screening to be a useful OHS tool, since the results 
of such a screening can give direct cause to providing (lifestyle) counselling. With 
respect to the other side of the balance, i.e. the workload, all agreed that this 
should be tuned to individual capacity.

Education and Training

The working groups stated that work should be fun and offer sufficient challenges. 
This could, for example, be achieved by making plans about the work career and 
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education needed and to be followed. Education and training should also be pro-
moted, as it created variation in work, the latter being an important boost to tak-
ing pleasure in work. To achieve variation in work, some in the working groups 
suggested exchanging workers from different companies, or to give older workers 
a coaching or mentor task in orienting new colleagues.

To illustrate, one working group indicated:
“It is of crucial importance that one enjoys the job! This can be realised by several 
measures—among others, by giving older workers a coaching task in which they 
train young workers; the employer can also make agreements with the (older) 
worker about career planning.”

Financial Stimuli

Consistent with the interviews among the workers, attention was paid to the fi-
nancial aspect. The OPs and employers agreed on the desirability of having both 
the employer and the government provide financial stimuli to workers who pro-
longed their working life. Moreover, they advocated maintaining the same net sal-
ary when demoting workers because of a (age-related) reduction in work ability.

discussion
The aim of this study was to examine the reasons for voluntary early retirement 
as well as for prolonging working life after the official retirement age. Insight 
into these motives is useful, among other reasons, as input to the HRM policy to 
retain healthy (older) workers who are able and willing to prolong their labour 
force participation. Despite the need to tailor the HRM policy to the needs and 
preferences of older workers [18], it should be kept in mind that older workers are 
a heterogeneous group in that differences exist in personal characteristics, needs 
and work ability between individual workers. This was confirmed by the OPs and 
employers in the present qualitative study, in that they stated that the workload 
should be tuned to individual capacity.

From the LASA analyses, it was shown that, of those currently working, about 
two thirds were considering taking early retirement. In view of the economic 
need to prevent early exit from work, this proportion is substantial. As mentioned 
before, it is important to encourage workers not to take early retirement, but to 
prolong working life instead. In order to achieve this, workers should be able as 
well as be motivated to continue working.

Indeed, the most important reason given by the LASA respondents currently 
working for not taking early retirement appeared to be the motivation to perform 
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the job, i.e. the presence of challenge at work. This was supported by the inter-
views among the workers, where pleasure at work was mentioned frequently as a 
motive to prolong working life. Based on the LASA follow-up data, it appeared 
that the presence of sufficient challenges at work positively predicted the work-
ing status three years later. That is, the majority of workers who found their work 
challenging, and indicated this was an important reason not to take early retire-
ment, actually remained in the workforce.

Another notable result of this study concerned the fact that the reasons for 
not taking full early retirement differed from the reasons not to take early retire-
ment (at all). Based on the LASA analyses, the main reasons for the former were 
the financial aspect of working and the maintenance of social contacts. The social 
aspects, but particularly the financial advantages of working, thus seemed to play 
an important role in the decision to either fully retire or to cut down work gradu-
ally by partial early retirement.

Again, these results were confirmed by the qualitative study. The large major-
ity of the workers interviewed said the social contacts with colleagues and others 
at work were of great importance to work motivation. However, based on the 
LASA follow-up data, it appeared that the maintenance of social contacts had a 
weak predictive value for the working status three years later. A substantial part of 
those who had reported social contacts being the most important reason not to 
take full retirement, did take full retirement in the meantime.

As to the financial aspect, both the workers interviewed and the OPs and 
employers agreed on its significance. In addition, the financial advantage of not 
taking retirement appeared to reasonably predict the working status three years 
later.

Based on these findings, including the desire of the majority of workers to take 
early retirement, it seems sensible to aim for a gradual exit from work through a 
period of working fewer hours in order to prevent full early retirement. In this 
way, the workers benefit financially and moreover can spend some more time on 
private pursuits, this being the most important reason to take early retirement, as 
shown by the LASA analyses. This was confirmed by a recent study by Cebulla et 
al. [19], which stated that there is broad consensus that older workers should be 
given the opportunity to retire gradually.

Another study found control over the retirement decision to be an important 
factor in retirement well-being, which persisted three years after retirement [20]. 
They also found that gradual retirement was followed by a positive change in 
health. Gradual retirement was linked to an improvement in health. According to 
the authors of that study, those findings suggest that HR practices that promote 
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employees’ control of their retirement decisions will enhance well-being in later 
life and facilitate prolonged workforce participation [20].

As mentioned in the introduction, not much literature has been published as 
to the reasons for voluntary early exit from work or for an enduring working life. 
However, the few previous studies performed in different countries support our 
results.

For example, Armstrong-Stassen (2006) investigated the importance of six 
HRM strategies relevant in the retention of older workers [21]. These six factors 
were: (1) flexible working options, (2) training and development, (3) job design 
(e.g. reduce workload), (4) recognition and respect, (5) performance evaluation 
and (6) compensation (e.g. financial, incentives). Although different terms have 
been used in Table 5, most of the five strategies, if not all, are reflected.

From Armstrong-Stassen’s study, it appeared that both retired and employed 
men rated three HRM practices the same as to their influence on the decision to 
remain in the workforce: (1) providing challenging and meaningful job tasks; (2) 
recognising experience, knowledge and skills; and (3) showing appreciation for 
doing a good job [21]. Further, data from a representative sample of the house-
hold population aged 50 and over in England, the English Longitudinal Study of 
Ageing (ELSA), confirm that influences on retirement are multidimensional, with 
economic incentives being an important, if not the most important, determinant 
for continuing working life [22].

Two other factors of influence appeared to be health and social issues. As to 
the financial aspect as a determinant of retirement behaviour, the literature is 
consistent [23]. Using ELSA data, Banks et al. (2007) found that both pension 
accrual and pension wealth are important determinants of the retirement behav-
iour of men aged 50 to 59. This was also valid among women of the same age, 
although it was somewhat weaker [24]. It further appeared that there was a U-
shaped pattern of being in paid work by quintile of the wealth distribution, with 
those at the bottom and the top of the wealth distribution being less likely to be 
in paid work than those in the middle of the wealth distribution, but for different 
stated reasons: those with relatively low levels of wealth were most likely to stop 
working due to ill health [24]. Thus, ELSA showed that financial need may act 
as an incentive to continue working life, but that this varies with wealth, income 
and education levels [25].

strengths and Limitations of the study

As mentioned before, the few previous studies regarding the reasons for early 
retirement and prolonging working life have mostly used quantitative research 
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methods. One of the strengths of the present study is that it is based on mixed 
methods, with both quantitative and qualitative data. Such a triangulation meth-
od is useful as it approaches the same phenomenon by using different methods, 
each having its own value. Qualitative research techniques add vast amounts of 
relevant data [26].

There were, however, some limitations in our qualitative study. Although the 
transcripts were made by an assistant, the interviews were performed by one re-
searcher, as were the analyses of the responses into codes and themes. Further, de-
spite our not believing that it introduces bias, we did not use a computer software 
programme in which each item is compared with the rest of the data to establish 
analytical categories [26]. Instead, the interviewer herself read and reread the re-
cordings, identified the codes and grouped the codes together into key themes. 
The analyses were performed manually, which was feasible and acceptable, instead 
of by means of a software package specifically designed for qualitative data man-
agement. Although the latter would have made the process easier, we assumed the 
chance to be small that the manual process would have yielded substantially dif-
ferent clusters. However, as is the case in all qualitative studies, the categorisation 
of the themes depended on the human factor (i.e. the researcher), and might well 
have resulted in different clusters if the process had been performed by another 
researcher.

Another strength of this study is that the quantitative study involved a longi-
tudinal study among a representative sample of older adults in The Netherlands. 
The LASA follow-up data were useful to provide information about the predic-
tive value of the motives reported at baseline to take (or not) early retirement. 
Overall, results indicated that the motives reported did not have a high predictive 
value. However, considering the small number of follow-up data used, prudence 
is needed for the conclusions as to the predictive value of the reasons mentioned. 
In this respect, it is also worthwhile to mention that the present study can be 
considered as a pilot study in that it is based on data of Dutch workers only. As 
the topic of ageing workers is of worldwide interest, a future study involving di-
verse countries with diverse policies to encourage a sustained participation in the 
workforce would be valuable.

Finally, although the involvement of different stakeholders in the qualitative 
study added value to the study in that extra input could be generated instead of 
involving only one target group, the number of the representatives of companies 
was low. Nevertheless, the inclusion of the four companies, which included dif-
ferent in type of workers and work activities, yielded useful information about the 
organisation of the (HRM) policy with respect to the promotion of an enduring 
participation in the workforce of older workers.
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conclusion
Taken together, findings suggest that each stakeholder (i.e. the worker, the em-
ployer, the OHS and the government) should contribute to the maintenance of 
a healthy and motivated ageing workforce. In doing so, one should take into 
account the differences in strategies for different groups, such as different socio-
economic status groups or those at different ages. Due to the small size of the 
study, and especially the qualitative study, the present study could not draw such 
conclusions for different subgroups. So, further research examining the motivat-
ing factors to prolong working life among different groups is recommended.

In addition to their ability to work, workers’ motivation is considered to be 
crucial in sustaining participation in the workforce. Workers who lack pleasure at 
work and are not motivated to prolong their working life, probably confirm the 
negative image of some employers about older workers, i.e. lower productivity 
and “waiting out one’s time.” There are still some employers for whom the nega-
tive effects of ageing prevail over the value of older workers, in that older workers 
are less productive or resist change or innovations. In order to oppose this view, 
the employer can and should implement simple measures, such as offering educa-
tion and expressing appreciation to the personnel. Finally, measures that promote 
challenges at work, together with financial stimuli, seem to be promising in keep-
ing older workers in the workforce.
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the effects of Human 
Resource Practices on Firm 

growth 

Ilias P. Vlachos 

abstRact 
Although the connection between firm growth and labour is well documented 
in economics literature, only recently the link between human resources (HR) 
and firm growth has attracted the interest of researchers. This study aims to 
assess the extent, if any, to which, specific HR practices may contribute to firm 
growth. We review a rich literature on the links between firm performance 
and the following HR practices: (1) job security (2) selective hiring, (3) self-
managed teams (4) compensation policy, (5) extensive training, and (6) in-
formation sharing. We surveyed HR managers and recorded their perceptions 
about the links between HR practices and firm growth. Results demonstrat-
ed that compensation policy was the strongest predictor of sales growth. Re-
sults provide overall support for all HR practices except of job security. Even-
tually, selecting, training, and rewarding employees as well as giving them the 
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power to decide for the benefit of their firm, contribute significantly to firm 
growth. 

Keywords: human resource practices, firm growth, selective hiring, compensation 
policy 

Introduction
The extent to which, if any, human resource management (HRM) impacts on 
organizational performance has emerged as the central research question in the 
personnel/HRM field (see Becker and Gerhart, 1996; Guest, 1997 for reviews). 
Although initial results indicate that some human resources practices may have 
a positive effect on organizational performance, most scholars suggest that more 
conceptual and empirical work is required (Brewster, 2004; Cardon and Stevens, 
2004; Givord and Maurin, 2004; Zhu, 2004). For the moment, although Human 
resources (HR) are considered as the most valuable asset in an organization, they 
make a difference only for a few organisations (Pfeffer, 1998; Wimbush, 2005). 

The link between human resources (HR) and firm growth is well documented 
in classic economic theory. Overwhelming evidence suggests growth is driven by 
specialization and division of labour in the processes of generation and attrac-
tion/development of technological opportunities. However, at the firm level of 
analysis, only recently the link between human capital and growth has attracted 
the interest of researchers. 

Firm growth is often seen as an indication of market acceptance and firm suc-
cess (Fesser and Willard, 1990). Growth is considered as a top strategic priority for 
most firms yet only few companies achieve growth and ever fewer in maintaining 
in (Baum and Wally, 2003; Zook and Allen, 2003). Assuming, that firm growth 
involves more purposeful work and strategic decision making than leaving it to 
random and chance events, the present study addresses a central research ques-
tion: How do human resource management practices contribute to firm growth? 

The next section reviews the relevant literature on HR practices and firm 
growth. A discussion of the methodology employed for data collection follows. 
The last two sections illustrate the data analysis, the discussion of the key results 
and the provision of possible avenues for future research. 

Literature Review 
A growing body of empirical research has examined the effect of certain HRM 
practices on firm performance. Although there is a long list of best HR practices 
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that can affect either independently or collectively on the organizational perfor-
mance, results are hard to interpret. In order to determine any effects of HR 
practices on firm growth, we choose to examine HR practices initially proposed 
by Pfeffer (1998) which according to the literature, can be expected to influence 
the firm performance. In his seminal work, Pfeffer (1998) proposed the follow-
ing seven HRM practices: (1) employment security (2) selective hiring, (3) self-
managed teams and decentralization of decision making (4) comparatively high 
compensation contingent on organizational performance, (5) extensive training, 
(6) reduced status distinctions and barriers, including dress, language, office ar-
rangements, and wage differences across levels, and (7) extensive sharing of finan-
cial and performance information throughout the organization. 

The following sections will develop hypotheses concerning the relationship 
between HRM practices and firm growth. 

compensation Policy 

Performance-based compensation is the dominant HR practice that firms use 
to evaluate and reward employees’ efforts (Collins and Clark, 2003). Evidently, 
performance-based compensation has a positive effect upon employee and orga-
nizational performance (see for reviews: Brown et al. 2003; Cardon and Stevens, 
2004). However, there is scarce evidence on the effects of compensation policy of 
firm growth. Empirical studies on the relationship between performance-related 
pay and company performance have generally found a positive relationship, but a 
growing body of empirical evidence suggests that it is not just pay level that mat-
ters, but pay structure as well (Wimbush, 2005; Singh 2005). 

Barringer et al. (2005) conducted a quantitative content analysis of the nar-
rative descriptions of 50 rapid-growth firms and a comparison group of 50 slow-
growth companies. Results demonstrated that employee incentives differentiated 
the rapid-growth from the slow-growth firms. Firms that were eager to achieve 
rapid-growth provided their employees financial incentives and stock options as 
part of their compensation packages. In doing so, firms managed to elicit high 
levels of performance from employees, provide employees the feeling that they 
have an ownership interest in the firm, attract and retain high-quality employees, 
and shift a portion of a firm’s business risk to the employees. 

Delery and Doty (1996) identified performance-based compensation as the 
single strongest predictor of firm performance. Both performance-based compen-
sation and merit-based promotion can be viewed as ingredients in organizational 
incentive systems that encourage individual performance and retention (Uen and 
Chien, 2004). Collins and Clark (2003) studied 73 high-technology firms and 
showed that the relationships between the HR practices and firm performance 
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(sales growth and stock growth) were mediated through their top managers’ social 
networks. 

Cho et al. (2005) suggested that incentive plans is effective in decreasing turn-
over rates. Banker et al. (2001) conducted a longitudinal study of the effectiveness 
of incentive plans in the hotel industry and found that incentive plans were relat-
ed to higher revenues, increased profits, and decreased cost. Paul and Ananthara-
man (2003) found that compensation and incentives directly affect operational 
performance. 

To be effective, compensation practices and policies must be aligned with 
organisational objectives. While performance-based compensation can motivate 
employees, sometimes employees perceive it as a management mechanism to con-
trol their behaviour (Lawler and Rhode, 1976). In such a case, employees are less 
loyal and committed, thus compensation plans have the opposite than desired 
outcome (Ahmad and Schroeder, 2003; Rodrıguez and Ventura, 2003). 

Employee turnover can significantly slow revenue growth, particularly in 
knowledge-intensive industries (Baron and Hannan, 2002). Given that much of 
the tacit knowledge resides within employees, significant turnover poses a threat 
to firm performance and its future growth potential. With high turnover rates, 
firm growth flees away along with leaving managers who often become employers 
of rival firms or establish themselves rival firms. 

Therefore, we propose this hypothesis: 

Hypothesis 1: Compensation Policy is positively related to firm growth.

decentralization & self-managed teams 

More and more, employees are required to work in teams, make joint decisions, 
and undertake common initiatives in order to meet the objectives of their team 
and organization. Self-managed teams can affect firm growth in two ways: Firstly, 
a surplus of junior managers in a firm may create and support dynamics of firm 
growth. The growth stage is perhaps the most dynamic stage of a firm’s life cycle. 
As the business expands, new levels of management are added. Decision-making 
becomes more decentralized, middle managers gain authority and self-managed 
teams proliferate as the firm adds more and more projects and customers (Flam-
holtz and Randle, 2000; Miller and Friesen, 1984). Secondly, teamwork and de-
centralization of decision making promotes employee commitment participation 
and create a sense of attachment, thus indirectly affecting firm performance (Tata 
and Prasad, 2004).

Several studies identified self-managed teams and decentralization as impor-
tant high-performance HRM practices (Pfeffer, 1998; Wagner, 1994; Yeatts and 
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Hyten, 1998; Singer and Duvall, 2000). Jayaram et al. (1999) found that decen-
tralised teams have a positive effect on two dimensions of the performance, time 
and flexibility. Collins and Clark (2003) examined the role of human resource 
practices in creating organizational competitive advantage and found that top 
management team social networks (practices such as mentoring, incentives, etc.) 
mediated the relationship between HR practices and firm performance. Hale-
blian and Finkelstein (1993) examined the effects of top management team size 
and chief executive officer (CEO) dominance on firm performance in different 
environments. Results showed that firms with large teams performed better and 
firms with dominant CEOs performed worse in a turbulent environment than in 
a stable one. 

Tata and Prasad (2004) found that a company with micro level of centralisa-
tion is a receptive environment for self-managed teams. In a study of differential 
outcomes of team structures for workers, supervisors, and middle managers in a 
large unionized telecommunications company, Batt (2004) found that participa-
tion in self-managed teams is associated with significantly higher levels of em-
ployment security, and satisfaction for workers and the opposite for supervisors. 
Black et al. (2004) examined the impact of organizational change on workers and 
found evidence that self-managed teams are associated with greater employment 
reductions. 

Therefore, we propose this hypothesis: 

Hypothesis 2: Decentralisation is positively related to firm growth.

Information sharing 

Sharing of information may have a dual effect: Firstly, it conveys employees the 
right meaning that the company trusts them. Secondly, in order to make in-
formed decision, employees should have access to critical information. Commu-
nicating performance data on a routine basis throughout the year help employees 
to improve and develop. Employees presumably want to be good at their jobs, but 
if they never receive any performance feedback, they may perceive to have a satis-
factory performance when in fact they do not (Chow et al., 1999). Furthermore, 
information sharing fosters organizational transparency which reduces turnover 
(Ahmad and Schroeder, 2003) and forges synergistic working relationship among 
employees (Nonaka, 1994). 

Information sharing is not a widespread HR practice as someone might have 
expected it to be. Many companies are vulnerable to share critical information 
with their employees because in this way employees become more powerful and 
companies may loose control of them (Pfeffer, 1998). Furthermore, information 
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sharing always involves the danger of leaking important information to competi-
tors (Ronde, 2001). In a study of Japanese consultation committees, Morishima 
(1991) found a positive association of information sharing with productivity and 
profitability, and a negative one with labour cost. Constant et al. (1994) pointed 
out that attitudes about information sharing depend on the form of the informa-
tion. Burgess (2005) studied employee motivations for knowledge transfer outside 
their work unit and found that employees who perceived greater organizational 
rewards for sharing spent more hours sharing knowledge beyond their immediate 
work group. However, a significant percentage of employees perceived knowledge 
as a means of achieving upward organizational mobility. Therefore, employees 
sought information more often than shared it. 

Roberts (1995) studied how HR strategy affects profits in 3,000 businesses 
throughout the world and found that sharing information was related with higher 
profitability. However, Ichniowski and Shaw (1999) compared US and Japanese 
steel-making plants and found that employee participation based solely on prob-
lem-solving teams or information sharing did not produce large improvements 
in productivity. In a study of Fortune 1,000 largest manufacturing and service 
companies on high-performance practices, Lawler et al. (1995) found informa-
tion sharing to correlate to firm performance but results are inconclusive. 

Therefore, we propose this hypothesis: 

Hypothesis 3: Sharing of information is positively related to firm growth.

selective Hiring 

This practice can ensure that the right people, with the desirable characteristics 
and knowledge, are in the right place, so that they fit in the culture and the 
climate of the organization. Moreover, pinpointing the rights employees would 
decrease the cost of employees’ education and development. 

Schuster (1986) argued that selective hiring is a key practice that creates prof-
its. Huselid (1995) examined HR practices of high performance companies and 
found that attracting and selecting the right employees increase the employee 
productivity, boost organizational performance, and contribute in reducing turn-
over. 

Cohen and Pfeffer (1986) argued that hiring standards reflect not only orga-
nizations’ skill requirements but also the preferences of various groups for such 
standards and their ability to enforce these preferences. Michie and Quinn (2001) 
proposed that a possible indirect link between selective hiring and organisational 
performance can be the forging of internal bonds between managers and em-
ployees that creates the write culture for productivity growth. Collins and Clark 
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(2003) argued that the practice of selective hiring results at sales growth. Paul 
and Anantharaman (2003) pointed out that an effective hiring process ensures 
the presence of employees with the right qualifications, leading to production of 
quality products and consequently in increase of economic performance. 

Cho et al. (2005) examined pre-employment tests as a key component of 
selective hiring and found that when employed, these tests can select employees 
that stay with a company longer. Passing pre-employment tests may give an ap-
plicant a stronger sense of belonging to the company, resulting in higher degrees 
of commitment if employed. Cardon and Stevens (2004) pointed out that for 
small companies recruiting is often problematic. This can be due to several reasons 
such as limited financial and material resources and jobs with unclear boundar-
ies responsibilities, which decreases their potential to hire qualified candidates. 
Therefore, we propose this hypothesis: 

Hypothesis 4: Selective hiring is positively related to firm growth.

training and development 

Training and development may be related to firm performance in many ways. 
Firstly, training programmes increase the firm specificity of employee skills, which, 
it turn, increases employee productivity and reduces job dissatisfaction that results 
in employee turnover (Huselid, 1995). Secondly, training and developing internal 
personnel reduces the cost and risk of selecting, hiring, and internalising people 
from external labour markets, which again increases employee productivity and 
reduces turnover. Training and development like job security requires a certain 
degree of reciprocity: A company that train and develop systematically its em-
ployees advocates them that their market value develops more favourably than 
in other firms. This increases employees’ productivity, commitment, and lowers 
turnover. Companies may also assist their employees in career planning. In do-
ing so, companies encourage employees to take more responsibility for their own 
development, including the development of skills viewed as significant in the 
company (Doyle, 1997). 

Barringer et al. (2005) compared rapid-growth and slow-growth firms and 
found that rapid-growth firms depend heavily on the abilities and efforts of their 
employees to maintain their growth-oriented strategies. The fast-growth firms 
used training programs to achieve their objectives and emphasized employee de-
velopment to a significantly greater extent than their slow-growth counterparts. 
Therefore, training and employee development practices are more common in 
rapid-growth firms than slow-growth ones. 
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Miller (2006) examined the growth strategies in the retail sector and suggested 
that modern retailers should place more emphasis on the policies and practices that 
could contribute to staff retention, rather than on the immediacy of recruitment 
and selection. Zhu (2004) reviewed the changes in the area of human resource 
development in Japan and observed that some companies and industries have 
shifted towards a more strategic approach that emphasizes the impact of effective 
learning at both individual and organizational levels on long-term organizational 
competitiveness. Husiled (1995) found that the education and development of 
employees have a significant effect both upon the personnel productivity and the 
sort-term and long-term indicators of organizational performance. 

Ngo et al. (1998) investigated the effects of country origins on HR practices 
of firms from the United States, Great Britain, Japan and Hong Kong operating 
in Hong Kong. Study results showed that structural training and development 
and retention-oriented compensation were related to various measures of firm 
performance. Paul and Anantharaman (2003), in searching the links between 
human resource practices and organizational performance, proposed that career 
development programmes demonstrate a true interest of the organization for the 
growth of its personnel, which, in turn, stimulates commitment and devotion, 
which, subsequently, raises personnel productivity and consequently economical 
output. 

Cerio (2003) examined the manufacturing industry in Spain and found that 
quality management practices related to product design and development, to-
gether with human resource practices, are the most significant predictors of op-
erational performance. Michie and Quinn (2001) investigated the relationships 
between UK firms’ use of flexible work practices and corporate performance and 
suggested that low levels of training are negatively correlated with corporate per-
formance. Therefore, we propose this hypothesis: 

Hypothesis 5: The extent of training and development will be positively related 
to firm growth.

Job security 

Job security creates a climate of confidence among employees which cultivates 
their commitment on the company’s workforce. Job security requires a certain 
degree of reciprocity: firstly, a company must signal a clear message that jobs 
are secure; then, employees believing that this is true, feel confident and com-
mit themselves to expend extra effort for the company’s benefit; finally, a com-
pany that have learnt that job security contributes to its performance, invests 
again in job security (Pfeffer, 1998). Probst (2002) has developed a conceptual 
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model of the antecedents and consequences of job security. Antecedents include 
worker characteristics, job characteristics, organizational change and job tech-
nology change. Consequences include psychological health, physical health, or-
ganizational withdrawal, unionisation activity, organizational commitment and 
job stress. Jon involvement, cultural values, and procedural justices moderate job 
security perceptions and attitudes. 

Buitendach and Witte (2005) assessed the relationship between job insecurity, 
job satisfaction and affective organisational commitment of maintenance workers 
in a parastatal in Gauteng. Study results revealed small but significant relation-
ships between job insecurity and extrinsic job satisfaction and job insecurity and 
affective organisational commitment. Job satisfaction was also found to medi-
ate the relationship between job insecurity and affective organisational commit-
ment. 

However, today’s business environments are far from providing job security 
to their employees. For example, in an analysis of involuntary job loss in France 
between 1982 and 2002, Givord and Maurin (2004) found evidence that techno-
logical changes contribute to keeping the employees for shorter periods of time, 
thus increasing job insecurity. 

When companies do provide job security, then empirical evidence suggests that 
it has a positive effect on to firm performance. Following Pfeffer (1998), Ahmad 
and Schroeder (2003) found that among others, job security impacts operational 
performance indirectly through organizational commitment. Delery and Doty 
(1996) studied the US banking sector and found some support for a positive 
relationship between employment security and firm performance. In their study 
of 101 foreign firms operating in Russia, Fey et al. (2000) found evidence that hu-
man resource practices indirectly improve organisational performance. The results 
showed that not only, there was a direct positive relationship between job security 
and performance for non-managers, but job security was the most important pre-
dictor of HR outcomes for non-managerial employees. Results also suggested a 
direct positive relationship between managerial promotions based on merit and 
firm performance. 

Michie and Quinn (2001) examined labour market flexibility in over 200 
manufacturing UK firms and found that job security is negatively correlated with 
corporate performance. In contrast, results showed that ‘high commitment’ orga-
nizations are positively correlated with good corporate performance. Kraimera et 
al. (2005) used psychological contract and social cognition theories to explore the 
role of full-time employees’ perceived job security in explaining their reactions to 
the use of temporary workers by using a sample of 149 full-time employees who 
worked with temporaries. Results demonstrated that employees’ perceived job 
security negatively related to their perceptions that temporaries pose a threat to 



The Effects of Human Resource Practices on Firm Growth 117

their jobs. On the one hand, for those with high job security, there was a positive 
relationship between benefit perceptions and performance. On the other hand, 
for those with low job security, there was a negative relationship between threat 
perceptions and performance. Therefore, we propose this hypothesis: 

Hypothesis 6: The presence of job security is positively related to firm growth.

Figure 1 illustrates the associations between these hypotheses and relevant 
constructs. 

Figure 1: The association between hypotheses and constructs 

method
the sampling Procedure and sample 

While Figure 1 is a model of the firm performance, we choose to examine it as 
understood by the individuals who take decisions about firm performance. In 
doing so, we operationalize and measure individuals’ perceptions of the model’s 
variables in their work situations. 

In order to develop robust model linking HR practices and firm performance, 
we drew our sample from food companies operating in Greece for a minimum 
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of five years. We included companies from the food processing and trading sub-
sectors, excluding hospitality and retailing. In doing so, we aimed to increase the 
homogeneity of our population as we as decrease the necessary sample size to 
achieve robust validity of data analyses. 

Testing the research hypotheses in a specific sector adds to the validity of the 
research design because managerial skills are to a large extent industry-specific. 
Furthermore, food industry is dealing with subsequent food crises and human 
resources are considered as a valuable asset to survive and maintain competitive 
advantage. In-depth interviews were conducted with key decision makers prior 
to designing a pre-test. The questionnaire was pre-tested with randomly selected 
firms. Based on the results of the pre-test instrument, the final questionnaire was 
refined. The respondents were mainly HR managers or, in same instances, the 
managing directors (MD) of the food firms. 

In terms of the empirical research, we posted 372 questionnaires. We got 71 
questionnaires, most of them answered by HR Managers (95%). We chose to 
include both HR and MD responses in the sample size although we recognize 
that there would be different perceptions about HR practices and organizational 
performance. 

The total response rate was 19.1%. To ensure that the respondents were com-
parable to non-respondents, analyses of variances were conducted between these 
groups. We also found no significant differences between HR managers and man-
aging directors. The non-response bias was assessed by comparing early respon-
dents with late respondents (Armstrong and Overton, 1977). 

statistical analysis 

SPSS v.10 on Windows XP was utilized for all analyses. We first had to reduce a 
large number of variables to a smaller set of components. Principal component 
analysis is a preferred method for this kind of study. We, then, used hierarchical 
regression in order to assess the effect of relation, if any, between HR practices and 
firm growth measures. 

Principal component analysis with varimax rotation was conducted to assess 
the underlying structure for the nineteen HR practices questionnaire. Principal 
component analysis (PCA) involves a mathematical procedure that transforms a 
number of (possibly) correlated variables into a (smaller) number of uncorrelated 
variables called principal components. The first principal component accounts for 
as much of the variability in the data as possible, and each succeeding component 
accounts for as much of the remaining variability as possible. 
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PCA helps with the latter. Having too many features often results in the prob-
lem having too many degrees of freedom leading to poor statistical coverage and 
thus poor generalization. The Varimax rotation is an orthogonal rotation applied 
to a truncated set of principal components (Harman 1970, Krzanowski 2000). Its 
application is an attempt to obtain modes that are simple to interpret. 

Hierarchical regression models are well suited for this type of analysis. In hier-
archical regression, the order of predictor entry, whether individual or in blocks, 
makes a difference in the results and conclusions. This allows examining the ‘ef-
fects’ of specific independent variables over and above one or more dependant 
variables. 

Surveys using questionnaires often result in small sample size in Greece (Ke-
tikidis et al. 2007; Pasiouras, 2008; Vlachos and Bourlakis, 2006). For example, 
Ketikidis et al. (2007) used a sample size of 79 observations in six South East 
European countries including Greece. Pasiouras (2008) used the total population 
of Greek banks to get 78 observations in order to estimate the technical and scale 
efficiency of Greek commercial banks. 

Measures 

Principal component analysis with varimax rotation was conducted to assess the 
underlying structure for the nineteen HR practices questionnaire. The scales were 
measured on a Likert format ranging from 1 (strongly disagree) to 5 (strongly 
agree). Six factors were requested, based on the fact that the items were designed 
to index the six HR practices. After rotation, decentralisation accounted for 
17.53% of the variance, compensation policy for 12.67%, training & develop-
ment for 12.24%, information sharing for 8.73%, selective hiring for 8.61%, and 
job security for 6.17%. We used the Anderson-Rubin Method, which ensures 
orthogonality of the estimated factors, to produce factor scores. 

Table 1 contains the items, the scale composite reliability (Cronbach α), and 
factor loadings for the rotated factors, with loading less than 0.40 omitted to 
improve clarity. 

The first factor, which included items measuring the firm’s decentralisation 
and decision making practices was labelled Decentralisation (seven items, α= 
0.906). The second factor, labelled compensation policy, included items measur-
ing the firm’s compensation practices and items measuring the firm’s policy and 
HR practices to reduce turnover of employees (four items, α= 0.757). The third 
factor, labelled training & development, included four items (α=0.647) measur-
ing the firm’s emphasis on train and develop its personnel. The fourth factor, 
labelled information sharing, included two items (α=0.713) measuring the firm’s 
policy to share critical information and performance data with its personnel. The 
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fifth factor, labelled selective hiring, included three items (α=0.556) measuring 
the firm’s policy to recruit personnel that fits its culture and objectives. 

The last factor had low internal validity to be included in further analysis. The 
six factor, labelled job security, included two items (α=0.383) measuring the abil-
ity of the firm to create a trustworthy business climate. 

Firm growth 

Respondents were asked to indicate their firm’s growth as compared to the indus-
try’s average in these areas: perceived sales growth, perceived market share growth, 
perceived overall improvement and perceived firm growth. For perceived items, 
a 5-point scale ranging from bad (1) to very good (5) was used. Furthermore, we 
calculated actual sales growth, and actual firm growth based on the last 3 year firm 
performance. We calculated firm growth using sales and employee figures. 

Although we believe the perceived firm growth measures are appropriate, they 
have some limitations which should be discussed. The first is that they are self-
reported responses from HR managers, who may have a stake in seeing positive 
relationships between their decisions about personnel recruitment, training, de-
velopment and compensation with achievement of firm’s objectives. However, 
the responses from the sample contain ample variance and means that do not 
reflect an extremely strong positive bias (see Table 2, variables 2 through 7). If the 
respondents had greatly inflated their responses, there may have been more con-
sistently positive results than were seen. Secondly, as in all self-reported studies, 
the possibility of common method variance should be addressed. When both the 
outcome measure (i.e. firm growth) and the six predictor variables (i.e. compen-
sation policy, decentralisation), are self-reported on the same survey instrument, 
both measures share common methods variance. There are several techniques that 
can be used to minimise common method variance (see Podsakoff et al. 2003 for 
a review of these methods). 

We used the Harmon’s factor test to examine whether or not common meth-
ods variance in the predictor and outcome variables inflates the empirical relation-
ships among the variables. Harmon’ test consists of a factor analysis of all relevant 
variables. If a large degree of common method variance is present, one factor will 
emerge. Such an analysis was conducted on the firm performance and HR prac-
tices variables of this sample. Seven factors emerged, with the first factor (which, 
in cases of common method variance, would account for most of the variance) 
only accounting for 18.472% of the variance. Thus, common method variance is 
unlikely to bias this sample. 

Third, management perceptions about concepts like firm growth and organi-
sational performance may actually be more valid indicators than objective data 
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such as profitability, market share and sales, since actual figures are directly related 
to a vast number of variables, such as trends in the economy, industry factors, 
and other environmental factors. Therefore, self-reported measures may, in some 
cases, represent more accurate descriptions than more objective measures (Day, 
2003; Podsakoff and Organ, 1986). In the present study, since we are interested in 
the direction of causation between HR practices and firm effectiveness, the only 
people with the breadth and depth of knowledge to report adequately about these 
concepts are the HR managers or managing directors. 

Finally, since we were interested in assessing the separate factors of a success-
ful collaboration, we were limited in the number of objective measures that were 
available within the scope of this study. Because of the previously stated argu-
ments, we concluded that the expert opinions of HR managers or managing di-
rectors would be valid and appropriate for this study. The results of data analysis 
should be acceptable if adequate controls, such as Harmon’s one factor test, are 
reported for the data. While we expect that further research into these firm per-
formance constructs is essential, we believe that they are acceptable for this initial 
research study. 

the effect of HR Practices on Firm growth 

Table 2 presents the mean, standard deviation, and Pearson’s correlation analysis 
of control variable (sales), firm growth (perceived sales growth, perceived market 
share growth, perceived overall improvement, perceived firm growth, actual sales 
growth, and actual firm growth), and HR practices (compensation policy, decen-
tralisation, information sharing, selective hiring, training & development, and 
job security). The control variable showed low correlation with growth variables 
as well as each one HR practice. 

Compensation Policy had significant association with perceived sales growth 
(r=-.328, p<.01) perceived market share growth (r=.265, p<.05), and perceived 
overall firm performance (r=. 323, p<.01). Decentralisation had significant associ-
ation with perceived sales growth (r=-.284, p<.05) perceived firm growth (r=.422, 
p<.01), and perceived overall firm performance (r=-.271, p<.01). Information 
sharing had significant association with perceived sales growth (r=-.282, p<.05), 
perceived firm growth (r=.373, p<.01) and perceived overall firm performance 
(r=-.345, p<.01). Selective hiring had significant association with perceived sales 
growth (r=-.252, p<.05) perceived market share growth (r=-.510, p<.01), per-
ceived firm growth (r=-.317, p<.05). Training & Development had significant 
association with perceived market share (r=-.274, p<.05) perceived firm growth 
(r=.311, p<.05), and perceived overall improvement (r=. 346, p<.01). 



122 Human Resource Management: Issues, Challenges and Opportunities

Job security, which had low internal validity, showed no significant correla-
tions with any permanence measure. None HR practice showed any significant 
correlation with actual firm growth variables (sales growth, firm growth). 

We then conducted hierarchical multiple regression to determine the best lin-
ear combination of HR practices for predicting firm growth. Initially, we entered 
the control variable (Firm size) in Step 1 of the regression equation. Based on 
the resource-based view, HR practices will be a competitive advantage if are dif-
ficult to emulate. Similarly, large firms may have a resource advantage over smaller 
firms. Therefore, we included firm size as a control variable, measured by the 
number of employees. In Step 2, we entered the five HR practices into the regres-
sion equations. Finally, in Step 3, we entered the ten interactions of the five factors 
into the regression equations. Tolerance tests showed no significant collinearity 
among variables. 

We used six measures of firm growth: sales growth (actual, perceived), firm 
growth (actual perceived), perceived market share growth, and perceived improve-
ment of overall firm performance. 

The results are reported in detail in Table 3. Figure illustrates the results of the 
associations between the research hypotheses and the researched constructs. The 
combination of HR practices in Step 2 significantly predicted firm growth, in 
particular perceived firm growth (adjusted R2=.483; F=11.9, p<.001) with all five 
variables significantly contributing to the prediction. The beta weights, presented 
in Table 3, suggest that compensation policy (.2), decentralisation (.41), informa-
tion sharing (.35), selective hiring (.3), and training & development (.29) were 
perceived to contribute to firm growth. The change in adjusted R square value was 
.49, p<.001. This indicates that 49% of the variance of firm growth was explained 
by the model. According to Cohen (1988), this is a large effect which makes us 
accept hypotheses 1 to 5. 

For all perceived measures of firm growth, HR practices showed a significant 
effect. On the contrary, HR practices had no significant relation to actual firm 
growth. 

In Step 3, the ten interactions of the five HR practices had a moderate ef-
fect only on the perceived firm growth (F= 4.422, p<.001) and the perceived 
overall firm performance (F= 3.281, p<.001) but with no significant changes in 
R2. This indicates that the five HR practices have unique impact on firm growth. 
Specifically, in Step 2, the changes in adjusted R square value were: perceived 
sales growth R2=.336, p<.001; perceived market share growth R2= .342, p<.001; 
perceived firm growth R2=.49, p<.001; and perceived overall firm performance 
R2=.399, p<.001. 
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Table 1: Rotated factor loadings for the six HR practices
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Table 2: Means, Standard Deviations and Correlation Matrix 

Figure 2: Model results 
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Table 3: Hierarchal regression results of HR practices on six growth measures
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discussion
The primary purpose of this study was to evaluate the impact of HR practices on 
firm growth. In summary, a review of existing literature finds that there are HR 
practices positively linked to organizational performance (Pfeffer, 1998; Becker 
and Gerhart, 1996; Guest, 1997; Cardon and Stevens, 2004; Givord and Maurin, 
2004; Zhu, 2004). Based on a comprehensive literature review, we hypothesised 
that the following HR practices are related to firm growth: (1) Compensation 
policy, (2) Decentralization & self-managed teams, (3) Information Sharing (4) 
Selective Hiring, (5) Training and Development and (6) Job Security. 

However, a review of literature pertaining to organizational performance 
shows that firm growth, an indication of market acceptance and firm success as 
well as a top priority of most companies (Baum and Wally, 2003; Zook and Al-
len, 2003; Fesser and Willard, 1990), has been studied mostly as a latent variable 
of organisational performance (Pfeffer, 1998; Cardon and Stevens, 2004; Givord 
and Maurin, 2004). 

Consequently, this paper argues that the selection of specific HR practices 
becomes a strategic decision. Therefore, HR managers should be able to report 
on the concrete results of specific HR practices on specific firm growth measures. 
Briefly, a survey of HR managers demonstrated that HR practices are linked to 
firm growth. The findings of the study lead to a number of interesting implica-
tions for HRM theorists and practitioners. The first (and rather obvious) implica-
tion can be derived from the evidence found that all HR practices are related to 
firm growth, a finding consistent with a variety of extant theories and studies,. 
Hence, firm growth as a strategic priority depends on human capital: selecting, 
developing, and rewarding the best people as well as revealing to them critical 
company information in order to make informed decisions which they are autho-
rised to take. 

More profound implications can be derived from the findings regarding the 
links between specific HR practices and firm growth measures. All five HR prac-
tices contributed to perceived sales growth, overall firm performance improve-
ment, and firm growth. Selective hiring, compensation policy, and training & 
development were the predictor of perceived market share growth. In particular, 
selective hiring was strongly correlated to perceived market share growth (r2=.47, 
p<.01). On the contrary, decentralisation and information sharing did not con-
tributed significantly to market share growth. 

Compensation policy was related to all perceived firm growth measures, being 
the strongest predictor of sales growth and the weakest of firm growth. Linking 
sales with compensation benefits can be an explanation of the high correlation be-
tween compensation policy and sales growth. Decentralisation and team working was 
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significant factor of firm growth. This finding may provide some justification of 
the claim that as the business expands, decision-making becomes more decentral-
ized and self-managed teams proliferate as the firm adds more and more projects 
and customers (Flamholtz and Randle, 2000; Miller and Friesen, 1984). 

Training and development was related to all firm growth measures but it 
showed higher correlation to overall firm performance improvement. Beta weight 
was 0.33 (r2 3.41, p<0.001). This finding may have a profound implication: Giv-
en that firms were well established, they may have already run many in-company 
training programmes and noticed and reported concrete evidence of the benefits 
of training and development. 

Information sharing comes with pros and cons. Information sharing has the 
inherent vulnerability that informed employees will become more powerful and 
companies may loose control of them (Pfeffer, 1998). Even worse, information 
sharing involves the danger of leaking important information to competitors 
(Ronde, 2001). On the other hand, information sharing tells employees that the 
company trusts them and thus gives them sensitive information to make informed 
decisions which will shape the future of the company. The findings demonstrate 
that information sharing does positively relate to firm growth. Information shar-
ing was significantly correlated to sales growth, firm growth, and overall firm 
performance improvement. Respondents did not perceive that job security was 
an important HR practice. This finding can be attributed to the fact that most 
respondents were HR managers who might be reluctant to report an insecure job 
environment in their company’s workplace. 

The findings as a whole suggest that a positive relationship exists between the 
extent to which companies implement HR practices and firm growth achieve-
ments. This overall result corroborates previous empirical studies on the links 
between HRM and firm performance. These findings provide tentative support of 
the contention that HR practices can create a competitive advantage. 

Future research could clarify the causal relationship between HR practices 
and firm performance. Another research stream is examining HR practices in sets 
in order to assess their collective effect. The conceptual basis of further research 
can be extended. An interesting avenue for future research is the market-based 
competitive advantage approach, which declares that the market determines who 
is competitive or not (Reed et al., 2000). The market-based approach can provide 
another theoretical basis than resource-based view of competitive advantage, in 
order to examine the effect of HR practices on firm performance. 

A series of limitations bounds the findings, conclusions, and implications of 
this study. The most obvious limitations of this study stem from the sample used 
and the measures employed. We examined a small set of HR practices that seem 
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to have an effect on firm growth in Greek food industry. Given that managerial 
skills are to a large extent industry-specific, generalizability of research findings 
beyond the food industry remains an open question. Furthermore, given the dy-
namic nature of firm growth, this study measured one instance of this dynamic 
phenomenon. The effects of HR practices can take years to materialize into or-
ganizational performance. For example, selective hiring and training can produce 
results after years. Often, high performance work practices have better results in 
bundles than implemented in isolation. This study focused on established firms 
with more than 5 years of operation. However, the stage of a firm’s lifecycle, either 
growth, mature, decline or revival stage (Ciavarella, 2003) can be an important 
factor in applying specific HR practices. Another limitation of the findings is the 
use of self-report questionnaires to collect data on all measures. This limits our 
ability to draw conclusions about the causal nature of the relationships between 
HR practices and firm growth. In a future study there would be of great value to 
see how different HR and MD responses are. 

These limitations suggest that the interpretation of research findings need to 
be cautious they also indicate a number of potentially fruitfully avenues for future 
research. Except from testing the research hypotheses in other settings and envi-
ronments, the combined effect of HR practices, and which practice works better 
with another one is yet another open question. A large quantitative survey could 
also control for mediating and/or moderating variables between human resource 
management and firm performance. 
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This paper includes a comparative study of the entrepreneurial leadership of 
both Sweden and China, taking into consideration such factors as their po-
litical and economic history, leadership styles, and regulatory changes. It will 
conclude with an analysis of the factors that both entrepreneur leadership 
styles have in common, as well as substantial differences between fundamen-
tal approaches to business development.

Introduction
In recent years, researchers have contributed different causes as responsible for 
the success of a country’s economic system, and as a result, differing models for 
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economic growth suggest multiple possible paths for success. Two countries of 
notable global success, attributable to each of its entrepreneurial leadership skills, 
are Sweden and China. The world is changing fast, and China is now an im-
portant part of the global economy. However, cooperation in Europe is growing 
closer and broader. Sweden is a small nation with a history of major success on the 
global market, success that has been attributable to the Swedish business sector’s 
strong position and skilled company leaders. This paper will offer a compara-
tive study of the entrepreneurial leadership of both Sweden and China, taking 
into consideration such factors as their political and economic history, leadership 
styles, and regulatory changes. It will conclude with an analysis of the factors that 
both entrepreneur leadership styles have in common.

The fact that entrepreneurship is a catalyst for economic growth and develop-
ment is well known. Small businesses in the United States, for example, account 
for 58% of the private work force, 51% of GNP and about 75% of net new jobs 
(Asel, 2003). Entrepreneurship is even more important to the growth of develop-
ing economies where small businesses frequently account for 80% or more of em-
ployment and virtually all job growth (Asel, 2003). Differing economic, cultural 
and political circumstances abroad also suggest the need for a better understand-
ing of entrepreneurship with a local context (Asel, 2003). Fortunately, the ability 
to study entrepreneurship abroad is expanding rapidly as a result of the emergence 
of global private equity markets and microfinance. International entrepreneurship 
spans cultural boundaries and involves a variety of stakeholders, including the 
entrepreneur, investors and policy makers (Asel, 2003). 

Entrepreneurs operate at the margins of the economy exploiting opportuni-
ties overlooked by incumbents. They innovate to develop promising, but untested 
markets and flexibly managing scarce resources in an uncertain, often unforgiv-
ing environment (Asel, 2003). International entrepreneurship thus offers a rich 
tapestry to explore many of the issues that are at the heart of business strategy 
and economic development (Asel, 2003). Companies play a key role with re-
gard to achieving long-term sustainable development based on economic growth, 
environmental considerations and social commitment. Finally, an economically 
thriving society with low inflation creates an important base for business growth.

Entrepreneurial Leadership Entrepreneurial leadership is leadership that is 
based on the attitude that the leader is self-employed. Leaders of this type take ini-
tiative and act as if they are playing a critical role in the organization and energize 
their people, demonstrate entrepreneurial creativity, search continuously for new 
opportunities and pursue them, take risk, venture into new areas and provide stra-
tegic direction and inspiration to their people (Kotelnikov, 2005). These leaders 
also take responsibility for the failures of their team, learn from these failures and 
use them as a step to ultimate success and strategic achievement. Entrepreneurial 
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leadership involves instilling the confidence to think, behave and act with entre-
preneurship in the interests of fully realizing the intended purpose of the organi-
zation to the beneficial growth of all stakeholders involved (Kotelnikov, 2005). In 
the new era of rapid changes and knowledge-based enterprises, managerial work 
becomes increasingly a leadership task. Leadership is the primary force behind 
successful change, as leaders empower employees to act on the vision (Kotelnikov, 
2005). They execute through inspiration and develop implementation capacity 
networks through a complex web of aligned relationships (Kotelnikov, 2005).

Venture values are different from established corporate shared values. Research 
indicates that entrepreneurial independence demands space for action and trust, 
while independence in a corporation implies responsibility and control imposed 
from above (Kotelnikov, 2005). Entrepreneurship is important because any coun-
ty’s economy demands agility, experimentation, adaptation, and rapid response in 
order to be first to market. Corporate experimentation comprises analysis, review, 
somber consideration of facts, and willingness sacrifice speed for thoroughness 
(Kotelnikov, 2005). Entrepreneurial paranoia, or the impending belief that com-
petitors are catching up, is overshadowed by an essential need to build corporate 
consensus and minimize perceived risk (Kotelnikov, 2005). Entrepreneurial lead-
ership skills are important because leading innovation is a delicate and challeng-
ing process.

As a result, a true leader must encourage expansive thinking in order to gener-
ate new ideas, but also filter through these ideas to decide which to commercial-
ize. “Loose tight” leadership alternates the creation of space for idea generation 
and free exploration with a deliberate tightening that selects and tests specific 
ideas for further investment and development (Kotelnikov, 2005). Looseness usu-
ally dominates the early stages of the innovation process; in the later stages, tight-
ening becomes more important to scrutinize the concepts and bring the selected 
ones to the market (Kotelnikov, 2005). Those who remain loose too long generate 
plenty of ideas but have difficulty commercializing them. Those who lock into 
the tight mode choke off all but most obvious ideas, thus confining innovation to 
incremental line extensions of existing products that add little value (Kotelnikov, 
2005). 

An examination of the literature regarding entrepreneurial leadership reveals 
that creativity is a continuous activity for the entrepreneur, a method of always 
seeing new ways of doing things with little concern for how difficult they might 
be or whether the resources are available. But the creativity in the entrepreneur is 
combine with the ability to innovate, to take the idea and make it work in prac-
tice (Kotelnikov, 2005). This seeing something through to the end and not being 
satisfied until all is accomplished is a central motivation for the entrepreneur. 
Indeed once the project is accomplished the entrepreneur seeks another mountain 
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to climb because for him or her creativity and innovation are habitual, something 
that he or she just has to keep on doing (Kotelnikov, 2005).

An “entrepreneur” has been defined as a person who habitually creates and 
innovates to build something of recognized value around perceived opportunities 
(Kotelnikov, 2005). The best entrepreneurs have the ability to devise new com-
binations dependent on their ability to discern relationships between seemingly 
disparate items. In other words, creativity is the juxtaposition of ideas which were 
previously thought to be unrelated, and it is the entrepreneurs ability to combine 
ideas in a unique way or to make useful associations among ideas. Entrepreneurial 
leadership includes creating an atmosphere where you and others are comfortable 
expressing new ideas, an atmosphere where ideas are not immediately evaluated 
and attacked (Kotelnikov, 2005). 

The term “entrepreneur” is originally a French word—entreprendre—that 
means to undertake (Mamede & Davidsson, 2003). According to Casson (1987), 
it seems to have been introduced into economics by Richard Cantillon in 1755. It 
was through J.B. Shay in the early 1980s that the expression became recognized, 
referring to a person who shifted economic resources out an area of lower and into 
an area of higher productivity and greater yield (Mamede & Davidsson, 2003). 
The term “entrepreneurship” was coined in the early 1900s, to refer to the actions 
conducted by the entrepreneur. Wennekers, Thurik and Buis (1997), defined en-
treprenuership, for research purposes, as the ability and willingness of individuals, 
both on their own and within organizations: to perceive and create new economic 
opportunities (new products, new production methods, new organized schemes 
and new product market combinations); to introduce new ideas in the market, in 
the face of uncertainty and other obstacles, by making decisions on location, form 
and the use of resources and institutions; and compete with others for a share of 
the market. 

entrepreneurial Research and development and 
economic growth 
Although economic growth and development have similar meanings and are 
sometimes treated interchangeably, there are some distinctions that should be 
considered. While economic growth mainly refers to the capacity of a nation to 
become wealthier through the production of more goods and services, economic 
development ultimately implies that citizens of that nation be better off (Ma-
mede & Davidsson, 2003). Saemundson and Kirchhoff (2002) define economic 
growth and development as an expression frequently used to refer to improve-
ment in social well being within nations. In economic terms, development has 
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traditionally denoted the capacity of a country, whose initial economic situation 
has been relatively static for a long time, to generate and maintain growth rates on 
the order of 5% to 7% or more of its gross national product (Todaro and Smith, 
2003). According to Todaro and Smith (2003), before the 1970s, development 
was normally seen as an economic phenomenon in which rapid increase in the 
gross national product would trickle down to the population in the form of jobs 
or other economic opportunities or at least generate the proper conditions for the 
distribution of the economical and social benefits of growth. 

Though different perceptions regarding the concept may exist, the traditional 
economic vision of development was reconsidered during the 1970s (Mamede & 
Davidsson, 2003). The experience of developing nations during the 1950s and 
1960s, in which the realization of economic growth targets did not mean im-
provement in the levels of living of their population, indicated that the existing 
definition of the term was not adequate (Mamede & Davidsson, 2003). As a 
result, economic development was redefined in terms of reduction or elimination 
of poverty, inequality, and unemployment within the perspective of a growing 
economy (Mamede & Davidsson, 2003). 

Research indicates that entreprenuership can be both the cause and effect of 
economic development in the sense of wealth distribution. Countries in which 
wealth is concentrated in the hands of a small fraction of the population face 
greater difficulties in coordinating the major components of progress (Mamede & 
Davidsson, 2003). These three components are labor, capital, resources and inno-
vation. According to Mamede and Davidsson (2003), considering that the three 
driving forces of entrepreneurial success—founders, opportunity recognition, and 
resource requirements—are more likely to occur in a combined way, there are bet-
ter chances to prosper in regions in which wealth is more equitably distributed. 
These researchers have also observed that members of such societies are in a more 
favorable condition to get involved in entrepreneurial endeavors. 

National and international research and development and innovation policies 
are being improved around the world, in order to increase economic growth and 
achieve higher living standards (Erskine, 2003). Understanding of the drivers of 
technological progress and the key factors that underlie successful research and 
development and innovation is intensifying (Erskine, 2003). A review of a large 
number of studies that assess the factors that have helped drive successful research 
and development and innovation in countries that are research and development 
and innovation leaders confirms a few general conclusions. First, it is very difficult 
to determine exactly what underlies a successful national research and develop-
ment effort, and it is easy to conclude that everything depends on everything else, 
but it is clear that innovation systems and processes must be considered, not just 
specific technical issues with the promotion of research and development (Erskine, 
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2003). Culture, and in particular an entrepreneurial spirit and a willingness to 
risk and experience failure, is vital to innovation (Erskine, 2003). 

Research indicates that it is still unknown how to change a nation’s culture, but 
all the available evidence confirms that incentives that reward particular behav-
ior do tend to have results and that education in processes not well understood. 
Private expenditure on research and development in any country will be insuffi-
cient to maximize the nation’s productivity potential, unless it is subsidized, either 
through taxes or grants or some other mechanism (Erskine, 2003). International 
studies suggest that the social return for such subsidization is high. Research and 
development expenditures are likely to have a greater commercial impact if ag-
gregate these funds are allocated with commercialization potential as a key crite-
rion (Erskine, 2003). This is best fulfilled through competitive and market-driven 
or industry-driven mechanisms for allocating research and development funds 
(Erskine, 2003). Research indicates that education, tax and immigration policies 
that ensure availability of skilled and motivated labor are a feature of almost all 
the leading countries. A review of the literature reveals that the pace and intensity 
of global innovation is accelerating and that all the international evidence is that 
leadership from the top can make a critical difference.

Difficulties faced by poor countries, wherein low average income is a limiting 
factor of savings and investments, tend to reinforce each other in what is known 
as the vicious cycle of poverty, in which low savings and investment is followed 
by low pace of capital formation, that results in low levels of productivity, which 
does not all lead to improvements in the levels of average incomes (Mamede & 
Davidsson, 2003). The consequences of such cycles, usually worsened by signifi-
cant inequalities in the distribution of wealth, negatively impact the level of entre-
preneurial activity of a nation or region (Mamede & Davidsson, 2003). Baumol 
(1993) argues that even if entrepreneurs are not in complete control of their eco-
nomic destiny, they influence its direction as few others are able to do. Baumol 
(2003) also sees the entrepreneur as responsible for a significant amount of his-
toric growth of modern society. Baumol (2003) sees the entrepreneurial talent and 
motivational mechanisms of entrepreneurial activity as one of the main explana-
tions for the successful growth of some economies in contrast with others.

Studies have been conducted to assess what the international best practices are, 
in order to identify the key factors in each of the countries that are critical for that 
success. It is now well accepted that innovation and research and development are 
positively associated with productivity growth. Research and development pro-
vides an important contribution to output and total factor productivity growth 
(Erskine, 2003). The empirical evidence typically shows that a 1% increase in 
the stock of research and development leads to a rise in output of 0.05-0.15% 
(Erskine, 2003). There is also evidence that research and development may play 
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a different role in small and large economies (Griffith et al., 1998). In smaller 
economies, it primarily serves to facilitate technology transfer from abroad. The 
belief that less advanced countries would catch up with the technological world 
leaders as technological knowledge is diffused or transferred through the world 
has been severely shaken over the past decade by a widening in the productivity 
gap between countries (Erskine, 2003). 

The opportunities for wealth creation in and the increasing economic im-
portance of ‘knowledge-based’ industries has heightened the need to understand 
the processes underlying technological progress (Erskine, 2003). Firms, industries 
and countries are now engaged in very direct competition to produce techno-
logical progress, to create wealth, jobs and human and social well-being. Innova-
tion and research and development have become vital activities in an increas-
ingly knowledge-based world (Erskine, 2003). No country leads in every sphere 
of innovation, but some dominate in particular industries. Research indicates that 
considering research and development, the USA is the global leader; the UK also 
ranks highly, as a recent success in biotechnology leadership and because of its 
relevance to the development of Australia’s education system and legal framework 
(Erskine, 2003). Other countries of interest would most likely include Singapore, 
South Korea and Taiwan, and even perhaps China, where research and develop-
ment effort is intensifying most rapidly and the policy framework is developing 
the fastest (Erskine, 2003). 

The question of whether east Asia can compete in global markets has recently 
been evaluated in a 2002 World Bank report. According to the report, the factors 
that determine whether or not countries such as China can compete include the 
building of research and development capital; the business environment, includ-
ing ease of entry by firms, level of competition, and protection of intellectual 
property; and the effectiveness of the education system in producing an adequate 
supply of skilled and technical workers; the links among businesses, universities, 
and public and private research institutes that stimulate innovation and its com-
mercialization (Yusuf & Evenett, 2002).

Also included among the factors are the interaction among firms and agglom-
eration economies in industrial clusters; the extent of technology generation and 
absorption by firms through their own research and development, licensing, assis-
tance from lynchpin buyers in a production network, new equipment purchases, 
and support from equipment or component suppliers; the degree of access to an 
international pool of professionals and to centers of excellence in East Asia and 
the West; and the development status of production networking, supply chain 
management, and logistics (Erskine, 2003). 

According to Stern et. al.., (2000), innovative capacity depends on the overall 
technological sophistication of an economy and its labor force, but also on an  
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array of investments and policy choices by both government and the private sec-
tor. Innovative capacity is related to but distinct from non-commercial scientific 
and technical advances, which do not necessarily involve the economic applica-
tion of new technology (Stern et. al.., 2000). Differences in national innovative 
capacity reflect variation in both economic geography and innovation policy. 

Other researchers have examined finance and its influence on economic growth 
and technical progress, concluding that the fundamental financing problem for 
firms undertaking research and development is uncertainty over the outcome of 
the research and development. The firm and any financier suffer from a significant 
information asymmetry about the prospects for future income flows, and typi-
cally a financier will be unwilling to accept research and development as collateral 
to a debt (Hall, 2002). Equity finance is thus an imperative for research and devel-
opment conducting firms. According to Hall (2002), this is an obvious limitation 
in economies with poor markets for venture capital. Finance and access to finance 
have become more important determinants of research and development effort as 
international capital has become more mobile across borders and as “research and 
development costs per invention” have increased (Hall, 2002). 

Evidence on the “funding gap” for research and development has been sur-
veyed, with a focus on financial market reasons for under investment in research 
and development that persist even in the absence of externality-induced under 
investment (Hall, 2002). The conclusions are: 1) small and new innovative firms 
experience high costs of capital that are only partly mitigated by the presence of 
venture capital; 2) evidence for high costs of R&D capital for large firms is mixed, 
although these firms do prefer internal funds for financing these investments; 3) 
there are limits to venture capital as a solution to the funding gap, especially in 
countries where public equity markets are not highly developed; and 4) further 
study of governmental seed capital and subsidy programs using quasi-experimen-
tal methods is warranted (Hall, 2002).

Leadership studies and analysis
Since its introduction over twenty years ago, charismatic leadership has been 
strongly emphasized in the US management literature (Bass, 1985; House,1977; 
Shamir, House & Arthur, 1993). The benefits of charismatic or transformational 
leadership are thought to include broadening and elevating the interests of follow-
ers, generating awareness and acceptance among the followers of the purposes and 
mission of the group, and motivating followers to go beyond their self-interests 
for the good of the group and the organization (Bass, 1985). Charismatic or trans-
formational leaders articulate a realistic vision of the future that can be shared, 
stimulate subordinates intellectually, and pay attention to the differences among 
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the subordinates. Tichy and Devanna (1990) highlight the transforming effect 
these leaders can have on organizations as well as on individuals. By defining the 
need for change, creating new visions, and mobilizing commitment to these vi-
sions, leaders can ultimately transform organizations (Hartog et. al.., 1999).

According to Bass (1985) the transformation of followers can be achieved by 
raising the awareness of the importance and value of desired outcomes, getting 
followers to transcend their own self-interests and altering or expanding followers’ 
needs. Bass (1985) defined the transactional leader as one who: recognizes what 
followers want to get from their work and tries to see that followers get what they 
desire if their performance warrants it; exchanges rewards for appropriate levels 
of effort; and responds to followers’ self-interests as long as they are getting the 
job done. Numerous research studies have been conducted in this area, and, col-
lectively, the empirical findings demonstrate that leaders described as charismatic, 
transformational, or visionary have positive effects on their organizations and fol-
lowers, with effect sizes ranging from .35 to .50 for organizational performance 
effects, and from .40 to .80 for effects on follower satisfaction, commitment, and 
organizational identification (Fiol et al., 1999).

Studies have been carried out in many different countries, and research in 
this area also shows that transformational leadership is closer to perceptions of 
ideal leadership than transactional leadership. As Lord and Maher (1991) note, 
being perceived as a leader is a prerequisite for being able to go beyond a formal 
role in influencing others. They hold that leadership perceptions can be based 
on two alternative processes. First, leadership can be inferred from outcomes of 
salient events, and attribution is crucial in these inference-based processes (Lord 
& Maher, 1991). For example, a successful business ‘turnaround’ is often quickly 
attributed to the high quality ‘leadership’ of top executives or the CEO (Hartog 
et. al.., 1999). Leadership can also be recognized based on the fit between an ob-
served person’s characteristics with the perceivers’ implicit ideas of what ‘leaders’ 
are (Hartog et. al.., 1999). 

Cultural groups may vary in their conceptions of the most important charac-
teristics of effective leadership. As such, different leadership prototypes would be 
expected to occur naturally in societies that have differing cultural profiles (Bass, 
1990a; Hofstede 1993). Historical research indicates that in some cultures, one 
might need to take strong decisive action in order to be seen as a leader, whereas 
in other cultures consultation may be a better approach. Additionally, the evalua-
tion and meaning of many leader behaviors and characteristics may also strongly 
vary in different cultures. In a culture that endorses an authoritarian style, leader 
sensitivity might be interpreted as weak, whereas in cultures endorsing a more 
nurturing style, the same sensitivity is likely to prove essential for effective leader-
ship (Hartog et. al.., 1999). 
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Research indicates that leadership exists in all societies and is essential to the 
functioning of organizations within societies (Wren, 1995). Because individuals 
have their own ideas about the nature of leaders and leadership, they develop 
idiosyncratic theories of leadership. As such, an individual’s implicit leadership 
theory refers to beliefs held about how leaders behave in general and what is ex-
pected of them. This type of attribution process provides a basis for social power 
and influence (Lord & Maher,1991). In recent years, decision-making models 
in business organizations have emerged as a significant factor in the determina-
tion of the organization’s success or failure. Organizations require that individuals 
carry out job assignments dependably, make creative suggestions, and carry out 
self-training (Katz, 1958). However, the organization does not obtain all these 
behaviors simply through hiring the employee. 

Research has noted the distinction between membership and decision mak-
ing behaviors required by organizations and the quite different sources of these 
behaviors. In one such study, the motivation to acquire and keep organizational 
membership from productivity was distinguished (March & Simon, 1958). Mem-
bership motivation results from a favorable inducements-contributions balance. 
Employees must perceive a continuing favorable balance if they are to remain 
members. The motivation to perform represents a much more complex psycho-
logical contract between the individual and the organization involving perceived 
alternatives, perceived consequences of these alternatives, and individual goals 
(March & Simon, 1958). Organizations have no choice but to provide member-
ship motivation if they wish to remain organizations.

Process or theories explain the operation of motivation, or the factors that 
influence an individual to choose one action rather than another. Process theories 
are subdivided into cognitive and non-cognitive approaches. Cognitive theories 
see behavior as involving some mental process. Non-cognitive theories see behav-
ior as caused by environmental contingencies. The major cognitive theories are 
equity theory, goal-setting theory, and expectancy theory. All of them focus on 
perceptions of the outcomes that flow from behavior. 

Equity theory suggests that motivated behavior is a form of exchange in which 
individuals employ an internal balance sheet in determining what to do. It predicts 
that people will choose the alternative they perceive as fair. The components of 
equity theory are inputs, outcomes, comparisons, and results. Inputs are the attri-
butes the individual brings to the situation and the activities required. Outcomes 
are what the individual receives from the situation. The comparisons are between 
the ratio of outcomes to inputs and some standard. Results are the behaviors and 
attitudes that flow from the comparison, but other standards of comparison, in-
cluding oneself in a previous situation, seem equally probable (Adams, 1965). 
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Goals setting theories argue that employees set goals and that organizations 
can influence work behavior by influencing these goals. The major concepts in 
the theory are intentions, performance standards, goal acceptance, and the ef-
fort expended. These concepts are assumed to be the motivation. Participation 
in goal setting should increase commitment and acceptance. Individual goal set-
ting should be more effective than group goals because it is the impact of goals 
on intentions that is important. In goal-setting theory the crucial factor is the 
goal. Tests of the theory show that using goals leads to higher performance than 
situations without goals, and that difficult goals lead to better performance than 
easy ones (Mitchell, 1979). Although participation in goal setting may increase 
satisfaction, it does not always lead to higher performance. 

Expectancy theory supports the contention that people choose the behavior 
they believe will maximize their payoff. It states that people look at various actions 
and choose the one they believe is most likely to lead to the rewards they want the 
most. The elements in the theory are expectancies that certain outcomes will occur 
and the anticipated satisfaction of those outcomes. Although the formal elements 
are expectancies and valences, in most formulations expectations are divided into 
two types: expectancy, or the expectation that effort will lead to performance, and 
instrumentality, or the expectation that performance will lead to reward. 

Expectancy theory has been tested extensively. The usual approach is to obtain 
expectancies, instrumentalities, and valences by questionnaire or interview and to 
relate these responses to self-reported or measured choices, such as occupational 
choice, job satisfaction, effort, or performance (Mitchell, 1980). It has been found 
that expectancy theory can do an excellent job of predicting occupational choice 
and job satisfaction and a moderately good job of predicting effort on the job. Ex-
pectancy theory implies that the anticipation of rewards is important as well as the 
perceived contingency between the behaviors desired by the organization and the 
desired rewards. The theory also implies that since different people desire different 
rewards, organizations should try to match rewards with what employees want.

Although these implications suggest that following the requirements of expec-
tancy theory will lead to performance motivation in organizations, organizations 
should be aware of possible difficulties. Employees may not believe that good 
performance does in fact lead to more desired rewards, and convincing them may 
require more changes than the organization is prepared to make. Poor selection 
and training of employees, for example, even with maximum effort, results in 
poor performance. Finally, it should be noted that the components of decision-
making models are beliefs that require a good deal of information and a rather 
complex cognitive process in determining action. Some employee groups do want 
the rewards the organization has to offer, do want to believe that greater effort 
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results in improved performance, and do want to believe that better performance 
leads to greater rewards. 

The way in which the social environment is interpreted is strongly influenced 
by the cultural background of the perceiver. This implies that the attributes that 
are seen as characteristic or prototypical for leaders may also strongly vary in dif-
ferent cultures (Hartog, et. al.., 1999). Hunt, Boal and Sorenson (1990) propose 
that societal culture has an important impact on the development of superordi-
nate category prototypes and implicit leadership theories. They hold that values 
and ideologies act as a determinant of culture specific superordinate prototypes, 
dependent on their strength. 

The research in this area mentions three elements attributable to the leader-
ship styles of different cultures; a stress on market processes, a stress on the indi-
vidual, and a focus on managers rather than workers. As a result there is a growing 
awareness of need for a better understanding of the way in which leadership is 
enacted in various cultures and a need for an empirically grounded theory to ex-
plain differential leader behavior and effectiveness across cultures (House, 1995). 
Culture profiles derived from Hofstede’s theoretical dimensions of cultures, yield 
many hypotheses regarding cross-cultural differences in leadership. Hofstede’s 
dimensions of culture are: uncertainty avoidance, power distance, masculinity-
femininity, individualism-collectivism, and future orientation. High uncertainty 
avoidance cultures, with the resulting emphasis on rules, procedures and tradi-
tions may place demands on leaders not expected in low uncertainty avoidance 
cultures (Hartog et. al.., 1999).

According to Hofstede, innovative behaviors may therefore be expected in low 
uncertainty avoidance cultures. Cultures that are more masculine are probably 
more tolerant of strong, directive leaders than feminine cultures, where a pref-
erence for more consultative, considerate leaders appears likely (Hartog et. al.., 
1999). Research indicates that preferences for a low power distance in societies 
could result in other desired leader attributes than a preference for high power 
distance (Hartog et. al.., 1999). Other research indicates that managers in high 
power distance countries report more use of rules and procedures than do manag-
ers from low power distance countries. The most cited study, by Gerstner and Day 
(1994) focused on cross-cultural comparisons of leadership prototypes. In this 
study, respondents completed a questionnaire asking them to assign prototypi-
cally ratings to 59 leadership attributes. Comparing the ratings from a sample of 
American students (n=35) to small samples (n= between 10 and 22) of foreign 
students from 7 countries, they found that the traits considered to be most, mod-
erately or least characteristic of business leaders varied by respondents country or 
culture of origin. However, this study has several limitations; small sample sizes, 
student samples, only foreign students currently in the US to represent other 
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cultures in the sample, and employing a not cross-culturally validated English-
language trait-rating instrument (Hartog et. al.., 1999). Despite these limitations, 
presenting conservative biases, reliable differences in leadership perceptions of 
members of various countries were found.

A new study, focusing on the entrepreneurial leadership characteristics of Swe-
den and China, would no doubt be useful, because sampling is a problematic 
issue in cross-cultural studies. As has been noted in cross cultural research, using 
national borders as cultural boundaries may not be appropriate in countries that 
have large subcultures (Hartog, et. al.., 1999). In large, multi-cultural countries 
such as China it is not even clear which sample would be most representative. As 
a result, the samples from all countries need to be relatively homogeneous within 
countries. An ideal sample would consist of representatives from the financial in-
dustry, food industry, and telecommunication industry. These industries are fairly 
universal and thus, such organizations could be identified in participating coun-
tries. Additionally, these industries differ in terms of the rate of change typically 
experienced. 

The proposed study would consist of interviews with Swedish and Chinese 
entrepreneurs being asked the following questions. The model consists of 5 roles 
with two to three competencies each with questions. A random sample of the 
questions to be asked are as follows: 

1. Designing (Developing executable business models)
 a. Recognizing opportunities for value creation

	 •	 I	anticipate	the	future	course	of	events	
	 •	 I	understand	needs	of	other	people,	social	groups	and	organizations	
	 •	 I	have	an	ability	to	see	the	forest	through	the	trees	
	 •	 I	see	possibilities	of	combining	different	products,	services,	or	tech-

nology to create new value 
	 •	 I	successfully	identify	alternative	uses	for	different	products,	services,	

or technologies 
	 •	 I	differentiate	between	executable	and	non-executable	opportunities	

 b. Turning ideas into specific action plans
	 •	 I	understand	the	economics	of	the	business	
	 •	 I	understand	what	is	needed	to	make	a	business	successful	
	 •	 I	have	a	long-term	view	
	 •	 I	recognize	risks	and	plan	how	to	mitigate	them	
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	 •	 I	convert	business	vision	into	specific	plans	which	can	be	realized	
	 •	 I	break	big	projects	into	smaller	pieces	of	manageable	size	

 c. Developing a clear and convincing vision for the venture 
	 •	 I	set	and	communicate	a	clear	direction	for	the	venture	
	 •	 I	consider	the	whole	situation	rather	than	details	only	
	 •	 I	convey	my	ideas	in	a	clear	and	understandable	way	
	 •	 I	can	talk	about	complex	things	in	simple	terms	
	 •	 I	come	up	with	powerful	metaphors	and	images	
	 •	 	I	ensure	that	employees	and	other	stakeholders	understand	personal	

benefits of achieving the vision 
2. Assembling (assembling stakeholders and resources into a performing or-

ganization)
 a. Creating performing organizations and teams

	 •	 	I	set	clear	and	challenging	performance	and	behavior	standards	and	
goals 

	 •	 	I	identify	required	competencies	and	find	people	who	possess	them	
	 •	 	I	integrate	people	with	different	backgrounds	into	a	cohesive	work-

ing system 
	 •	 	I	introduce	systems	and	procedures	to	facilitate	performance	
	 •	 	I	develop	incentives	to	attract	and	motivate	people
	 •	 	I	identify	resource	requirements	of	the	business	and	effectively	meet	

them through various channels 
 b. Possessing High Emotional intelligence

	 •	 	I	analyze	my	feelings	before	acting	on	them	
	 •	 	I	make	sure	that	my	behavior	is	appropriate	to	the	situation	
	 •	 	When	someone	is	talking	to	me,	I	give	my	full	attention	
	 •	 	I	can	read	other	people’s	feelings	quite	well
	 •	 	I	make	sure	people	feel	at	ease	with	me	
	 •	 	I	get	people	to	open	up	by	being	easily	approachable	

 c. Extracting value from social networks
	 •	 	I	have	a	large	and	diverse	network	of	contacts	
	 •	 	I	am	able	to	make	transactions	with	others	on	favorable	terms	
	 •	 	I	can	ask	for	favors	
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•	 	I	am	effective	in	formulating	specific	requests	to	other	people	
•	 	I	fully	leverage	my	contacts	
•	 	I	easily	develop	new	contacts	in	different	areas	to	help	out	the	business	

d. Developing others
•	 	I	personally	mentor	some	people	in	my	organization	
•	 	I	regularly	review	how	my	people	develop
•	 	I	allocate	adequate	financial	and	organizational	resources	to	the	devel-

opment of people
•	 	I	 adjust	 organizational	 structure	 to	provide	 better	 developmental	 op-

portunities for my people 
•	 	I	advise	people	to	leave	my	company	when	I	see	that	they	have	reached	

the ceiling in their development 
•	 	I	reward	and	promote	people	with	leadership	potential	

Additional questions would consist of questions addressing topics such as 
leading by example, enthusiasm for the venture, role models, rules, and interact-
ing with people at different levels of organization and outside of it. Additional 
questions would revolve around goals, determination, focus, distractions, risks 
and external events. Other possibilities include social interaction, constructive 
disagreement, improvements, and performance strengths and weaknesses.

Next, criteria would be established for items to be considered universally en-
dorsed as contributors to outstanding leadership. Possible criteria would be that 
95% of country scores had to exceed a mean of 5 on a 7 point scale for that attri-
bute, and the grand mean score for all countries had to exceed 6 for the attribute. 
In addition to examining the universally endorsed attributes, the results would 
also show which attributes were found to be viewed universally as ineffective and 
which were found to be culturally contingent. Universally endorsed leader attri-
butes, as well as attributes that are universally seen as impediments to outstanding 
leadership and culturally-contingent attributes would be presented. It is predicted 
that the results support the hypothesis that specific aspects of charismatic or trans-
formational leadership are strongly and universally endorsed across cultures. Swe-
den and China will be compared utilizing such a proposed study in the section 
following an examination of the economic, political and entrepreneurial leader-
ship in both countries.

entrepreneurial Leadership in sweden
Research indicates that there is strong commitment and determination among 
entrepreneurs throughout Sweden to work for growth and increased prosperity. 



150 Human Resource Management: Issues, Challenges and Opportunities

When companies produce goods and services, they also generate jobs and tax rev-
enue, and are responsible for research and for training employees. To new Swedes, 
employment in companies and self-employment are important ways into Swedish 
society (Advantage Sweden, 2005). Productivity is high, the labor force is well-
trained, research and development is world class and its global business network is 
extensive (Advantage Sweden, 2005). In an international perspective, Sweden has 
a low investment level, and this undermines its future competitiveness. Over one 
million Swedes of working age are on sick leave, have taken early retirement, are 
unemployed or are living on social allowance (Advantage Sweden, 2005). There 
is imbalance in the age structure in Sweden; after 2010, the number of people 
aged over 80 will increase faster than the number gainfully employed. (Advantage 
Sweden, 2005). 

In Sweden, the dependency burden is increasing as the proportion of entre-
preneurs in Sweden has never been as low as it currently is (Advantage Sweden, 
2005). Research indicates that Sweden faces several big challenges, including 
international cooperation. According to Advantage Sweden (2005), trade and 
personal relations bind together people from different cultures, and build peace 
and tolerance. Business affirms a freer and more open world, where democracy 
and market economies lay the foundations for better living conditions. Thus, 
international cooperation is a necessity to counteract environmental problems, 
poverty and terrorism (Advantage Sweden, 2005). Closer and broader European 
cooperation is important to enable Swedish business to be competitive at global 
level (Advantage Sweden, 2005). European Union enlargement creates new pos-
sibilities, but also sets new challenges such as competitiveness, growth and jobs 
(Advantage Sweden, 2005). 

Sweden appears to have a distinct advantage over the potential growth of Chi-
na’s economy. Many Swedish companies, both big and small, are world leaders. 
As a result, Sweden has a strong foundation on which to build, as well as access to 
important raw materials, a well-trained labor force, and a good level of research. 
There is strong environmental commitment, and at the local level, there is gener-
ally good consensus between unions and employers, and between business people 
and politicians (Advantage Sweden, 2005). Wage formation, state finances and 
inflation have stabilized in recent years. Research indicates that to create even bet-
ter conditions for favorable development, both companies and the public sector 
must continuously become better and more effective in their operations and must 
raise skills and quality (Advantage Sweden, 2005). That will make Sweden even 
more attractive to investors and to overseas visitors.

International competition has never been as intense as now. For example, in 
1997, one million vacuum cleaners were manufactured in China, and in 2005, 25 
million (Advantage Sweden, 2005). However, more and more overseas companies 
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and owners choose to invest in Sweden, so the conditions for trade are improved 
through the removal of trade barriers and harmonization of regulations. Addi-
tionally, legislation in the European Union is implemented in an effective way 
in Sweden, through the removal of duplicate regulation and harmonization of 
legislation so that competition between companies is free and fair. This is impor-
tant because an advantage is created through a stable and competitive legislative 
framework, implemented consistently and smoothly (Advantage Sweden, 2005). 
Regulations that are difficult to overview, an increasing number of public bod-
ies and unpredictable implementation put unnecessary constraints on companies 
(Advantage Sweden, 2005). This hampers company performance, and thereby 
companies’ competitiveness. 

Since Sweden is a sparsely populated country located far from the major mar-
kets on the continent, for Sweden to have an edge, there is a need for a well-
constructed and well-functioning infrastructure, as well as a competitive transport 
network (Advantage Sweden, 2005). If Sweden’s growth is to continue, there is 
also a need for secure, long-term access to energy at competitive prices (Advan-
tage Sweden, 2005). The energy supply must meet the highest reliability and 
environmental requirements. According to Advantage Sweden (2005), the use 
of information technology creates many new opportunities, and is an important 
base for enterprise in the future, and for continued growth in productivity and 
competitiveness. An effective capital supply for the start-up and expansion of 
companies is also important.

In order for companies to start and expand, there is a need for both a techno-
logical and a mental infrastructure that makes it attractive and straight forward 
to be an entrepreneur. In Sweden, attitudes towards business people have become 
increasingly favorable (Advantage Sweden, 2005). Every year, Swedish companies 
complete 73 million forms for submission to 75 different authorities (Advantage 
Sweden, 2005). In Sweden, it is difficult to start up companies due to the high 
tax rate on labor, which acts as a deterrent to both existing and new service-sector 
companies, at the same time as the informal sector is expanding. Good quality 
in basic education and good opportunities for adults to learn new work skills are 
important to a strong and competitive business sector (Advantage Sweden, 2005). 
Quality must permeate the entire school system, not only vocational training. 
Collaboration must improve between the business sector and both basic and ter-
tiary education (Advantage Sweden, 2005). Increased international cooperation 
in education gives new perspectives, creates understanding of other cultures and 
strengthens Sweden. 

Entreprenuership evolves through faith in people’s will and ability to take re-
sponsibility, to have dreams, to want to develop, and to dare to seek new chal-
lenges. This is how an efficient public sector is created, but this requires that work 



152 Human Resource Management: Issues, Challenges and Opportunities

and entrepreneurship are economically worthwhile. Furthermore, there must also 
be fundamental security for both employees and company leaders, as 34 per cent 
of students do not complete their upper secondary education within the three 
years (Advantage Sweden, 2005). To encourage increased entrepreneurship, the 
Confederation of Swedish Enterprise in the coming years will work to ensure that 
it is economically worthwhile to work, to save and to invest in companies so that 
the legal framework is changed so that entrepreneurs are given better conditions 
for expansion in the private service sector (Advantage Sweden, 2005). Another 
goal is for entrepreneurship and enterprise to become a self- evident part of all 
education so that quality is raised in the entire education system and that col-
laboration improves between school and business. Also, workforce immigration 
should be permitted and that the integration of immigrants is carried out in an 
active and resolute way. The end result will be that people shall have reasonable 
prospects of saving for the start-up capital to realize their ideas.

To strengthen Sweden’s competitiveness, investment in development and in-
novation is needed. Therefore, conditions for research and development must 
be given high priority (Advantage Sweden, 2005). A clearer link is demanded 
between state research investments and the needs of the business sector, making 
it easier for research results to reach the market in the form of new products and 
new services, and can create more growth companies (Advantage Sweden, 2005). 
The legislation governing public companies, intellectual property rights and ven-
ture and capital markets must be developed to encourage and facilitate enterprise 
with innovative business development and the production of good sand services 
in Sweden (Advantage Sweden, 2005). For a company to develop, it must make 
a profit. Companies without profit requirements are not under the same pressure 
to increase efficiency and offer customers quality and new solutions. Thus, com-
petition stimulates new ideas, new methods and efficient production (Advantage 
Sweden, 2005). Competition also favors consumers, through lower prices and 
better quality (Advantage Sweden, 2005). 

In Sweden there is considerable knowledge within the public sector, which 
through private enterprise can reach overseas markets, generating new jobs in 
Sweden. Today, there are a number of obstacles in the way of this process. It is cru-
cial that these obstacles be removed and that public procurement should always 
take place openly, simply and through sound competition (Advantage Sweden, 
2005). For example, company registration and start-up must be a simple, brief 
procedure. It must be made easier to build up equity in a company for financ-
ing development (Advantage Sweden, 2005). The tax and levy burden must not 
be allowed to impede Sweden in international competition (Advantage Sweden, 
2005). The informal sector creates unfair competition and creates difficulties for 
responsible companies. 
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It is becoming increasingly attractive to own, start up, run and develop prof-
itable companies in Sweden. More entrepreneurs are needed, and the necessary 
dynamics of enterprise mean the start-up of companies and the liquidation of 
companies. Risk-taking must give the possibility of profits, at the same time as 
bankruptcy should not necessarily mean that one loses the chance to try again 
(Advantage Sweden, 2005). In a comparison between 28 countries of how many 
new companies were started, Sweden ranked 21st (Advantage Sweden, 2005). 
The research also indicates that Sweden needs more people to work and pay tax 
on their income. It appears that too many people of working age do not work, 
but have taken early retirement, are on sick leave, are unemployed or are in labor 
market schemes (Advantage Sweden, 2005). 

Young people, elderly people and immigrants often have difficulty in finding 
employment in Sweden. Outmoded labor market regulations and rules governing 
taxation and allowances reduce mobility on the labor market (Advantage Swe-
den, 2005). Complicated rules and tax regulations lead to undeclared work. High 
payroll costs, major risk factors for companies, such as costs in connection with 
sickness and comprehensive legislation, have created high recruitment thresholds 
(Advantage Sweden, 2005). Few employees change employer, even if they are not 
content. The labor market of tomorrow demands increased mobility, regulations 
on working hours that lead to more hours of work input and solutions that are 
suited to both the company and the employees (Advantage Sweden, 2005). Wage 
formation must be based on the conditions of individuals and companies. Un-
employment insurance and social insurance are important factors in stimulating 
labor market mobility (Advantage Sweden, 2005). Thus, systems must be coor-
dinated, must stimulate work and must provide benefits during certain periods 
(Advantage Sweden, 2005).

In Sweden, through collective agreements that give stability and support for 
both development and reorientation, labor market players can increase compa-
nies’ competitiveness and capacity to create new jobs (Advantage Sweden, 2005). 
The current legislation on labor disputes does not provide the necessary balance 
between the players, since even minor union actions can swiftly bring dispro-
portionately far-reaching consequences to both companies and the community 
(Advantage Sweden, 2005). A more internationalized labor market creates pos-
sibilities and challenges. Security on the labor market is not primarily a question 
of keeping a job, its about being able to find a new job if the old one disappears 
(Advantage Sweden, 2005). Statistics reveal that the average Swede works for 8 
per cent of his or her lifetime (Advantage Sweden, 2005).

The economic background of Sweden reveals that Sweden has faired fairly 
badly in terms of economic growth for almost three decades, but has faired very 
well in terms of employment, and in terms of low unemployment, until about 
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1990. At that time Sweden had the highest employment rate in the world, 81 per-
cent of the population between 18-64 years were gainfully employed (Henrekson, 
2005). Since then, there has been a dramatic change in terms of employment. At 
the peak of the employment boom in 1989-90 there were about 4.5 million jobs 
in Sweden (Henrekson, 2005). That figure dropped by about 600,000 jobs in just 
a couple of years time, and in late 1993 the economy began to bounce back, and 
150-200,000 jobs were gained, but now those jobs have been lost again (Henrek-
son, 2005). 

This research indicates that the recovery of the Swedish economy after the 
severe crisis of 1991-93 has been one of jobless growth. So far there has not been 
any permanent change in the job level, at the private sector and in the public  
sector. 

Since entrepreneurship is a key to job growth in the private sector, the jobs 
have to be created in existing firms or new firms. Thus, the challenge is to be build 
institutions and rules of the game in the Swedish economy that render strong 
employment expansion possible (Henrekson, 2005). Such incentives include em-
ploying more people in existing businesses or starting new businesses for good, 
viable ideas. A disaggregation of the employment record in Sweden shows that 
employment growth looking over the entire post-war period has been bleak for 
the private sector (Henrekson, 2005). There are fewer jobs in the private sector 
now than there was 47 years ago, despite the fact that there are almost 2 million 
more Swedes now than there were in 1950. 

In the Swedish economy, large corporations play a very dominant role. There 
are a number of studies showing that Sweden is perhaps the single industrial econ-
omy with the highest dominance of large firms in the whole OECD area (Hen-
rekson, 2005). There has been a low share of self-employment, and corporate 
ownership has been very concentrated, with a reliance on large corporations. Re-
search indicates that corporate taxation is very important from an entrepreneurial 
perspective. Historically, Sweden has historically had corporate taxation which 
has been very beneficial to institutional owners and to debt financing (Henrekson, 
2005). It has been an extreme characteristic of the Swedish tax system benefiting 
institutional ownership to the detriment of private, individual ownership, and the 
tax system has encouraged a high debt-equity ratio (Henrekson, 2005).

The only types of firms that can benefit from this type of tax system consist of 
institutional ownership; as a result the Swedish engineering industry, Swedish raw 
material based large companies and construction companies have benefited from 
these tax rules. In contrast, small and new firms, must be individually owned. 
Also firms which are labor intensive or knowledge intensive have very little collat-
eral, so they have to work with a high-equity ratio (Henrekson, 2005). Likewise, 
new firms based on a new innovation, where it takes a long time for the finished 
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product to reach the market, and where the risk level is high require a low debt-
equity ratio (Henrekson, 2005).

Sweden now has a 40-60 percent tax rate schedule, rather than the 30-50 
schedule that was instituted in the 1991 tax reform. A recent report shows that 
Sweden has the highest tax burden of all countries on low incomes, about 62 per-
cent of labor income for a typical low income earner is taxed away (Henrekson, 
2005). On the consumer’s side, demand may be very low because those who are 
going to buy the service will have to pay out of their own after-tax income. A 
very high total tax burden also makes it very difficult to save in Sweden, and high 
taxes also render it very difficult to accumulate wealth. As a result, an individual is 
unlikely to have any capital to support a business venture, leading to less venture 
capital and fewer firm start-ups. 

Labor security legislation has also affected entreprenuership in Sweden. There 
is evidence suggesting that the employment security provisions fall more heavily 
on smaller firms and some other classes of firms (Henrekson, 2005). Sweden has a 
much more centralized wage formation structure and a narrower wage dispersion, 
meaning that in the Swedish setting, small firms have to pay a higher wage in the 
initial stage of their life cycle than otherwise. As a result, this increases their wage 
costs and makes it more difficult for them to get started and obtain the impetus 
to finally become a large firm. Especially noteworthy is the dramatic increase in 
employment in health and medical care and social services. These services are 
labor-intensive, and in many instances are very suitable for production by a small 
firm (Henrekson, 2005). 

The entrepreneurial process is such a pervasive feature of a market economy 
that the most efficient way to encourage firm births is to enhance the environ-
ment for all business activity. Thus, Sweden should work to create a stable and in-
ternationally competitive economic framework for all types of firms (Henrekson, 
2005). This framework should offer sufficient incentive for change and for invest-
ment in real capital, education, and knowledge capital, and it should be neutral 
in terms of an enterprise’s orientation, size, and organizational principles (Hen-
rekson, 2005). The research indicates that if Sweden succeeds in this endeavor, 
Sweden can become as powerful a job machine as the United States.

Holmberg and Akerblom (2003) studied Swedish leadership styles, and their 
analysis reveals that institutional contexts seem to generate different implicit mod-
els of leadership, but within the same national framework. Excellent leadership is 
evidently executed and enacted as aspects of socially constructed institutions and 
socially grounded culturally values (Holmberg & Akerblom, 2003). According to 
a common understanding of the culture concept, collective conceptions of lead-
ership are therefore expressions of the culture at large in which both leaders and 
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followers are embedded (Holmberg & Akerblom, 2003). Therefore, a Swedish 
leadership style would consequently be an expression of the Swedish culture. 

Researchers have noted that Swedish leadership is vague and imprecise, and 
the typical Swedish order is ‘See what you can do about it (Holmberg & Ak-
erblom, 2003)!’ Researchers have attributed this to a far-reaching delegation of 
authority; managers who say ‘See what you can do about it!’ demonstrate trust 
for their co-workers. It is also a matter of the execution of control by a common 
understanding of the problem, rather than direct orders (Holmberg & Akerblom, 
2003). This must be regarded as a strength with the egalitarian Swedish society 
(Edström &Jönsson, 1998). Due to the cultural similarity among the Scandina-
vian countries in an international perspective, Swedish leadership is furthermore 
described within the broader notion of Scandinavian management. 

In ethnographic descriptions of Sweden, it is often asserted that Swedes have 
a strict border between public and private life, whereas in many other parts of 
the world, the two are inseparable (Daun, 1989). Independence and solitude are 
important and positive concepts for Swedes in general (Daun, 1989), something 
which is enacted in the private sphere. Hampden-Turner & Trompenaars (1993) 
assert that Swedes more than any other culture begin with the individual, his or 
her integrity, uniqueness, freedom, needs, and values, yet insist that the fulfill-
ment and destiny of the individual lies in developing and sustaining others by the 
gift of his or her own work and energy. 

Holmberg & Åkerblom (1998) found Sweden to be both an extremely collec-
tive and extremely individualist society. Their findings can be contrasted with the 
result of Hofstede (1980), in which Sweden was labeled an individualistic culture. 
One explanation to this difference is that Hofstede did not distinguish between 
the small family group, or clan, and the much wider group constituting the soci-
ety as a whole. This distinction is obviously important in the Swedish case, where 
the two life worlds (public and private) preferably are kept separate in time and 
space (Holmberg & Akerblom, 2003). In Hofstedes (1980) seminal work Sweden 
was ranked among the least uncertainty avoiding cultures in contradiction to the 
contemporary study by Holmberg & Åkerblom (1998), who found Sweden to be 
a highly uncertainty avoiding culture with a strong future orientation. 

The development of the consensus culture is connected to the fact that the 
Swedish population is unusually homogeneous, compared to other countries 
(Holmberg & Akerblom, 2003). For example, Swedes share the same history, 
same language, same religion; and differences between different groups within the 
nation are comparatively small (Holmberg & Akerblom, 2003). Everyone’s opin-
ions, ideas and experiences are respected and listened to, since all are potential 
contributors to the accomplishment of the task in place or to the solution of the 
problem being dealt with (Holmberg & Akerblom, 2003). Mutual understanding, 
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collective consideration and compromised solutions are favored (Holmberg & 
Akerblom, 2003).

entrepreneurial Leadership in china
Rapid economic development over 20 years has led some commentators to claim 
China could deliver sustained global growth, however, it has started to falter, and 
risks becoming a destabilizing factor in the world. China, for two decades the 
world’s fastest growing economy, has become a major force in the global economy. 
But as the ostensibly ‘communist’ regime in Beijing struggles to put the brakes 
on an economy which is experiencing an extreme form of overheating, euphoria 
among the capitalist class internationally has given way to nervousness (Coates, 
2004). As Steven Roach, chief economist at investment bank Morgan Stanley, 
warns, “the world may be unprepared for the impact of a Chinese slowdown 
(Coates, 2004).”

Last year, according to official statistics, China’s gross domestic product 
(GDP) grew by 9.1 percent (Coates, 2004). For years, independent economists 
have viewed official Chinese statistics with skepticism, believing them to be exag-
gerated. Today, many believe the figures understate reality which predicts that 
the economy may have grown by 11 or 12 percent in 2003 (Coates, 2004). One 
reason for the discrepancy is that city and provincial governments are playing 
down local growth data in order to avoid penalties from Beijing aimed at reining 
in overheated sectors such as property, steel and cars (Coates, 2004). Investment 
in new steel capacity rose by 87 percent last year and total output is set to double 
again in two to three years (Coates, 2004). The director of a stainless steel mill 
on the Yangtze river, owned jointly by South Korea’s Posco and China’s largest 
private steel company, Shangang, recently told the UK Financial Times that in a 
few years his complex alone will be making as much steel as the whole country of 
France (Coates, 2004). 

In China, the steel sector is an example of the uncontrolled expansion of capac-
ity taking place throughout the economy, much of which is ‘blind’ or ‘duplicative’ 
according to the government (Coates, 2004). This is creating huge imbalances 
such as chronic shortages of electricity, water and raw materials. Blackouts, often 
forcing factories to halt production, are commonplace even in the most developed 
cities (Coates, 2004). Despite huge investment in recent years, road, rail and port 
capacity is overloaded. These shortages are being exploited by capitalists and cor-
rupt officials for huge speculative gains (Coates, 2004). For example, shipping 
costs for freight in northeast Asia rose by 400% last year on the basis of surging 
Chinese orders, with scrap metal, coal and iron ore for the steel industry ac-
counting for half this sea-borne traffic (Coates, 2004). While mining and energy 
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transnationals made bumper profits from the Chinese boom, other branches of 
the world economy have been squeezed by higher prices for raw materials (Coates, 
2004).

The question of whether China can continue to grow at its current rate for 
the next two decades has been speculated by financial advisors. Media comment 
on China in this area has struck a more cautious tone as a result of signs includ-
ing an explosion of credit, rampant over capacity (nine tenths of manufacturing 
goods are in over supply), and the return of inflation (2.8% in the first quarter of 
2004) (Coates, 2004). President Hu Jintao, and his prime minister, Wen Jiabao, 
have assured financial markets that ‘resolute’ measures are being taken to rein in 
excessive investment and engineer a ‘soft landing’ for the economy but, so far, 
with no discernible impact (Coates, 2004). “China is in a situation of severe over-
investment,” notes Credit Suisse First Boston’s Hong Kong office (Coates, 2004). 
Investment is chasing diminishing returns, and according to The Economist, Chi-
na currently needs $4 of investment to generate each additional dollar of annual 
output, compared with $2-3 in the 1980s and 1990s (Coates, 2004).

China’s money supply grew by 20 percent last year, and bank credit (new 
loans) by 56 percent (Coates, 2004). Additionally, the sharp rise of the US dollar 
in 1995, to which most Asian currencies were linked, priced some exports out of 
world markets. China, although it exports 25 percent of national output, is less 
dependent on the world market (Coates, 2004). The super-Keynesian measures of 
the government, implemented in response to the Asian crisis to boost demand by 
slashing interest rates six times since 1997, and by financing huge infrastructure 
projects, have increased the specific weight of the home market (Coates, 2004).

China is now the world leader in many branches of manufacturing, including 
cellular phones, colour TVs and computer monitors. Since the start of its global 
export offensive 20 years ago, manufacturing industry in China has shifted from 
low-tech sectors like textiles, toys and simple manufactures to computers and 
electronics which now account for 60 percent of exports (Coates, 2004). Reflect-
ing the increased role of high-tech production, China accounted for 14 percent 
of global semiconductor consumption in 2003 (Coates, 2004). Additionally, 16 
million manufacturing jobs have actually disappeared since 1995, as Chinese in-
dustry has upgraded its technology. Shanghai Baosteel Group, for example, the 
world’s sixth largest steel producer, cut its workforce to 100,000 from 176,000 
five years ago (Coates, 2004). As industry in the southern and eastern provinces 
has become more capital intensive, low-tech production has shifted to the poorer 
(and cheaper) inland provinces (Coates, 2004). This right now is where there 
is greatest resistance to government attempts to curb new investment (Coates, 
2004).
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China still lags behind the advanced capitalist countries in the application 
of new technology, but the gap is closing. A million engineering graduates leave 
Chinese universities every year and there is an ongoing transfer of technology 
from the huge network of foreign partnerships and joint ventures (Coates, 2004). 
A survey by the Japanese newspaper, Nihon Keizai Shimbun, based on interviews 
with 350 Japanese corporations, concluded that, “in the field of technical devel-
opment China would catch up with Germany and Japan within ten years (Coates, 
2004).” China’s integration into the capitalist world economy means that many 
facets of US and European industry are now dependent on components or fin-
ished products from Chinese factories. “In a crisis,” warned Ted Dean, managing 
director of consultancy firm, BDA, “Chinese labor could become as destabilizing 
a force for the world economy as oil prices (Coates, 2004).”

These indisputable facts are often cited by capitalist commentators to present 
a picture of unstoppable economic progress: a 20-year Chinese boom (Coates, 
2004). Take this example into consideration: with 282 million mobile phone sub-
scribers, China is the world’s biggest market. But growth rates are already slowing, 
with fewer new subscribers in the first months of 2004 (Coates, 2004). Overpro-
duction consisting of too many phones combined with too few buyers has caused 
prices to plummet, which in turn squeezes profit margins. Research indicates that 
the re-emergence of inflation or rising prices, in China is mainly due to the rising 
cost of capital goods, some farm products and services such as education. A more 
serious problem, however, is the longer-term potential for deflation, or falling 
prices, arising from such extreme levels of overcapacity (Coates, 2004). Deflation 
not only squeezes profits, it magnifies the problem of debt, making repayments 
costlier in relative terms (Coates, 2004). This is a potential time-bomb for the 
Chinese economy which has financed its investment boom with unprecedented 
levels of credit (Coates, 2004).

For years, Chinese labor has been a source of super-profits for global corpora-
tions and local capitalists. Manufacturing wages averaged just 61 US cents (€0.52, 
£0.34) an hour last year, compared with $16 in the US and $2 in Mexico (Coates, 
2004). One hundred thousand Chinese workers die every year from industrial 
accidents or work-related illnesses (Coates, 2004). Low wage levels impose severe 
limits on the growth of a mass consumer market, as Chinese workers can only 
afford to buy back a fraction of what they produce. While average per capita 
incomes have risen rapidly in the last 20 years, the gap between rich and poor is 
now the biggest in the world (Coates, 2004). This has been a largely urban boom, 
with average incomes in the cities six times those of rural ones. Shanghai, with 
16 million inhabitants, has the same per capita GDP as Portugal (Coates, 2004). 
But the poorest region, Guizhou, has a per capita GDP lower than Bangladesh 
(Coates, 2004). Although incomes for China’s 800 million rural population are 
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now rising due to a rise in prices for farm goods, the Financial Times pointed out 
that, “a consumer society has largely failed to materialize among two thirds of 
China’s population (Coates, 2004).”

The pressure of migration from the countryside, predicted to be up to 400 
million set to move to the cities by 2020, will most likely hold down wage levels. 
There are numerous plans for expansion in east Asia, such as a new $15 billion 
natural gas pipeline from Xinjiang province to Shanghai to bring cleaner fuel to 
the coastal areas, though uneconomical from a market standpoint (Coates, 2004). 
Additionally, eighty-six new subway lines are under construction. These policies, 
rather than aiming to improve living conditions for the masses, aim to create a 
more effective framework for the exploitation of Chinese labor. In the absence of 
democratic control of these projects by workers’ organizations, waste, corruption 
and abuses such as environmental degradation and the forcible relocation of local 
communities are legion (Coates, 2004). 

According to prime minister Wen, the Chinese economy has reached a critical 
juncture (Coates, 2004). For example, in April of 2004, the central bank raised 
the minimum level of deposits that banks must keep in reserve from 7 percent 
to 7.5 percent (Coates, 2004). Smaller banks were ordered to halt all lending 
temporarily, a measure backed up by police measures including a crackdown on 
‘illegal’ sales of farmland, and beefed-up environmental and other controls at new 
factories and construction sites. Furthermore, housing construction in China is 
overwhelmingly pitched towards the luxury market and over capacity in the form 
of vacant properties is widespread. Research indicates that property prices rose 
by 25 percent last year and are approaching US levels in cities like Shanghai and 
Beijing. This points to the danger of a crash in land prices which, in turn, could 
trigger a banking collapse (Coates, 2004). Higher interest rates would be the most 
effective way to regain some control over credit levels and investment, but the 
results may be too dramatic (Coates, 2004). 

More than anything, the Chinese regime fears political instability, and a move-
ment of the working class (Coates, 2004). Labor protests in China are numerous, 
among unemployed workers, laid-off from the state sector. These movements have 
so far been isolated, local outbursts, which have been defused by a combina-
tion of concessions and repression from the authorities (Coates, 2004). Given 
the now pivotal role it plays in the global economy, it is clear that any re-run of 
the Asian crisis in China, would have major international implications (Coates, 
2004). China’s role as the number one market for capital goods (minerals, fuel, 
building materials and machinery) made it the main locomotive of global growth 
in 2004. World GDP grew by 3.2% in 2003, with China contributing a third 
of this growth, or 1.1%, while US capitalism accounted for just 0.7% (Coates, 
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2004). In 2003, China accounted for 70% of Japan’s total export growth, and 
40% of South Korea’s. 

Last year, China became the world’s third largest importer after the US and 
Germany. For the first time since 1993, it is heading for a trade deficit in up-
coming years, with imports exceeding exports on an annual basis. The surge in 
Chinese demand in 2003 drove world prices for industrial raw materials up by 
73% (Coates, 2004). China is the world’s biggest steel producer, accounting for 
one fifth of global output in 2003 with 220 million tons, or as much as the US 
and Japan combined (Coates, 2004). In 2003, China also became the world’s 
third largest market for motor vehicles with sales growing 60% (Coates, 2004). 
By 2007, production is predicted to reach 15 million vehicles, against sales of 7 
million. Unfortunately, these prices have already begun to fall, as steel prices rose 
35% in the twelve months to February 2004, car prices fell 5.1%. Fierce competi-
tion between car-makers makes it impossible to pass on rising costs to consumers, 
so profit margins are falling (Coates, 2004).

Today, China, with one quarter of the world’s population is seen as a great op-
portunity for many corporations. For the expatriate businessperson and their fam-
ily, China can be one of the most exciting and arduous international assignments, 
however, researchers warn that before considering any international assignment 
in China, a family needs to take stock of its motivations, expectations, strengths 
and weaknesses (Goodman, 2005). Contemporary China is a combination of 
Confucianism, Communism and a free market spirit of entrepreneurship. To be 
successful in China the expatriate must understand how the mixture of these 
forces impacts day-to-day living (Goodman, 2005). In China, there is no business 
without guanxi or relationship. Relationships take a considerable time to develop 
and are based on many continuous signs of good faith (Goodman, 2005). Though 
difficult to establish, once a relationship exists it tends to be long lasting and is full 
of many mutual obligations and favors; these mutual obligations are remembered 
and are balanced out over time (Goodman, 2005). The actual “value” ascribed to 
each favor may differ due to cultural factors. 

Traditional Chinese values are based on human feelings rather than politi-
cal or religious principles; respect for the feelings of others helps to hold society 
together. Considerable time and effort are spent on “face working” particularly 
one’s own face as well as that of others (Goodman, 2005). Causing someone to 
“lose face” is humiliating and will not be forgotten (Goodman, 2005). Thus, so 
important is the preservation of face that it is sometimes preferable to agree to a 
decision even if there is no intent to carry out the decision. Additionally, China 
is in a state of rapid change. This has resulted in a situation where the rules and 
regulations of government and business and the authority to enforce the rules 
are constantly changing. In China, health issues are an important concern, as air 
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pollution is very bad due to the burning of coal. Furthermore, the Chinese work 
ethics and educational systems are based on socialism. 

The Chinese private equity industry has become the largest private equity 
industry in Asia in recent years despite the tremendous regulatory hurdles and in-
stitutional uncertainties that venture capital firms face. In 2001, China, together 
with Hong Kong, captured 30% of Asia’s private equity investment to overtake 
Japan for the first time (Batjargal, 2004). By the middle of 2002, the total venture 
capital fund pool in mainland China reached $7.15 billion. Although the first do-
mestic venture capital organization was set up in 1986, development of the private 
equity industry intensified only after March 1998, when the Chinese government 
adopted a number of policy schemes to promote venture investments (Batjargal, 
2004). In the first two quarters of 2002, venture capital firms raised $156 million 
in funds, a steep decline from$1.86 billion in 2001 (Batjargal, 2004).

In the first two quarters of 2002, 36 foreign firms invested $87 million while 
Chinese firms invested$70 million (Batjargal, 2004). Until 1998, venture capi-
tal firms were regarded as financial institutions that provided privileged loans to 
small firms. The main legal form of venture capital firms, limited liability partner-
ship, is not recognized in mainland China’s laws. As a result, all venture capital 
firms are registered and operate as limited liability companies, adding confusion 
as well as serious risks to the processes by which venture capital firms raise, invest, 
and manage funds (Batjargal, 2004). The assets of the venture capital firm are not 
separated legally from those of the fund, thus increasing agency risks in venture 
investments, such as misuse of funds. 

Research on personal networks of entrepreneurs revealed that entrepreneurs 
obtain information and advice from network members (Birley 1985) and access 
bank loans through contacts (Uzzi 1999). The idea of social capital in the Chi-
nese context captures the indigenous social phenomenon called guanxi, or the 
Chinese version of social networks and networking (King 1991). Researchers de-
fined guanxi as a web of extended family relationships (Kipnis 1997), a cluster of 
patron-client exchange relationships for instrumental purposes (Walder 1986). 
Research indicates that Guanxi capital promotes inter-personal trust, facilitates 
job mobility, and enhances firm performance (Batjargal, 2004). A study of private 
equity in China emphasizes the important role guanxi plays in venture capital 
practices, as a substantial portion of the cash that goes into private equity funds 
originates from government sources. As a result, guanxi relationships with gov-
ernment officials are often regarded as a defining factor for securing government 
investments in venture capital funds. 

Investors are likely to invest in only those projects that are expected to produce 
acceptable net present values. Informal socialization such as social eating, an im-
portant component of guanxixue, or the art of net-working. This enables investors 
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to know the values and beliefs of entrepreneurs better, and facilitate interpersonal 
and cognitive trust in entrepreneurs’ abilities and intentions (Batjargal, 2004). 
Cultural features of the Chinese, such as a strong sense of role obligation, favorit-
ism, and inclinations to categorize people into in-group and out-group circles also 
facilitate better communication between investors and entrepreneurs who know 
each other. 

The Chinese context adds culture-specific variables that also affect investment 
selections through referrals. In the culture of shame, a favor giver (the one who 
recommends some-one to a third party) is regarded as a face giver, and a favor 
receiver (the one who gets access to the third party through the recommenda-
tion) is regarded as a face receiver (Batjargal, 2004). Successful transactions be-
tween face giver (referee), face receiver (fund seeker), and investor will enhance 
the face—mianzi (social standing, symbolic resources, and reputation)—of all 
parties (Batjargal, 2004). Referrals may improve odds of obtaining venture capital 
for entrepreneurs because of opportunity filtering, matching, and trust benefits 
that mitigate social risks indecisions. In the Chinese context, venture capitalists 
are likely to invest more in common stock rather than other senior securities such 
as convertible preferred stock, nonconvertible preferred stock, debt coupled with 
common stock, or common stock purchase warrants (Batjargal, 2004). 

The Chinese prefer to keep details of guanxi deals confidential and resolve 
potential issues and problems through tacit understandings and actions. A recent 
survey found that about 60% of Chinese entrepreneurs preferred social solutions 
for dispute settlement (Krug and Hendrischke 2002). Precise calculations of divi-
dends, conversion, liquidation, and antidilution terms may hurt the commitment 
of the entrepreneurial team and are likely to be perceived as unenforceable by 
investors and entrepreneurs (Batjargal, 2004). The stronger the tie between the 
entrepreneur and the venture capitalist, the fewer the number of contractual cov-
enants that protect venture capitalists’ interests. Peculiarities of Chinese negotia-
tion behavior are likely to lead to increases in venture values. A sense of balance, 
modesty, and mutuality is likely to smooth out negotiation processes where ac-
ceptable compromises are crafted (Batjargal, 2004). A cultural inclination of the 
Chinese to favor those whom they know also contributes to the risk-mitigating 
role of personal relationships in venture financing in the Chinese context.

The human quality of emotional affection is also a factor in the Chinese cul-
ture and rendering of human obligations. A Confucian exchange tactic of giv-
ing more in expectation of getting more is at work (Malik 1997). By increasing 
firm values, investors manufacture and accumulate social receivables, and these 
advance monetary favors provide leverage over entrepreneurs. Finally, in China, 
social relationships embedded in local cultures and traditions do affect entrepre-
neurial process and venture investment decisions. Changes in network structures, 
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compositions, and relations over time, is an important issue, given the social and 
economic transformations that are taking place in China. An implication for en-
trepreneurship research is to examine the impact of the way in which venture 
capital was raised on firm performance. 

comparison of swedish and chinese 
entrepreneurs
Researchers have argued that new firm creation, innovation and competition 
are the three major aspects through which entreprenuership can contribute to 
economic development in the sense of wealth distribution. Every year, Swedish 
companies complete 73 million forms for submission to 75 different authorities 
(Advantage Sweden, 2005). Indicated above, in Sweden, it is difficult to start up 
companies due to the high tax rate on labor, which acts as a deterrent to both ex-
isting and new service-sector companies, at the same time as the informal sector is 
expanding. In applying these facts, it would appear that entreprenuership in Swe-
den is not as strong as it could be due to the difficulties facing new firm creation, 
innovation and competition. In China, there has been an economic boom as more 
and more and more new firms are created. Due to the fact that a million engineer-
ing graduates leave Chinese universities every year, there is an ongoing transfer 
of technology from the huge network of foreign partnerships and joint ventures 
(Coates, 2004). These new graduates begin the creation of new firms, however, 
innovation and competition in China appear to be very high. China may not be 
able to continuously put out new firms and new innovations, as competition is 
very fierce, and already it is predicted that the Chinese economy will fail.

New firm creation is an ability and a willingness of individuals to perceive 
and create new economic opportunities (Mamede & Davidsson, 2003). The in-
novative process has been defined as occurring within new firms which generally 
does not arise out of the old ones, but start producing alongside them (Mamede 
& Davidsson, 2003). This is relative to Swedish firms, because many old firms 
exist, small and large in Sweden. Entering the markets with their innovations en-
trepreneurs challenge the dominating firms, and their willingness is motivated by 
the desire of creating wealth for themselves, and to succeed they strive in for the 
product or solution they believe in (Mamede & Davidsson, 2003). If successful in 
creating demand for their innovation they expand their business to new markets 
and in doing so they also influence economic structures in other regions (Mamede 
& Davidsson, 2003). In Sweden, many older firms exist which are already strong 
and have the capability to innovate new ideas. As a result, in Sweden, new wealth 
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is not only created by this process, but also distributed along with the previous 
one.

In China, however, there has been a giant boom of new firms and innovations, 
which do not have a traditional foundation to stand on, such as in Sweden. In 
China, there exists the possibility, since competition is so fierce, that the activities 
of the new firms may negatively affect the existing ones causing them to ulti-
mately decline. This is because the new entrepreneurs acquire the market shares 
that previously belonged to the older companies, thus acquiring some of their 
wealth. As time goes by the older companies are not able to retain their workforce 
and have to dismiss their employees. Some of them declare bankruptcy, and a as 
consequence creditors, employees and shareholders lose part of their wealth (Ma-
mede & Davidsson, 2003). At the same time, the new expanding firms employ 
new workers, pay increase dividends to their shareholders, and intensify their 
purchases from suppliers (Mamede & Davidsson, 2003). Thus, China bears the 
example of its wealth as being in the process of constantly changing hands, along 
with the creation of new firms.

Innovation is the process of introducing new ideas in the market in the face 
of uncertainty and other obstacles (Wennekers, Thurik & Buis, 1997). Another 
important link between entreprenuership and wealth distribution is innovation. 
The new products and new processes that result of innovative activity are seen 
by many economists as the main source of dynamism in capital development 
(Mamede & Davidsson, 2003). Research indicates that the introduction of new 
innovations can generate changes and cycles in the economy, causing wealth to 
become increasingly concentrated in the hands of a few large firms, thus destabi-
lizing society. In China, there is always something new coming out in the market. 
China has a great number of steel products, and technological advances create 
many new products. Through a strong belief in their ideas and dedicated effort, 
they manage to allocate resources in a better way, develop a greater appeal to buy-
ers and succeed in creating demand for their new products and solutions (Ma-
mede & Davidsson, 2003). 

Competition has been defined simply as to compete with others for a share of 
that market (Wennekers, Thurik & Buis, 1997). Competition is one of the most 
important forces in the market, and often a determining factor for the future of 
many enterprises (Mamede & Davidsson, 2003). The success of these firms is in 
a large extent associated with the way they assess their business environment in 
order to meet the needs of the market. In China, the needs of the market were 
increasing due to the population boom, however in recent years, the output is 
exceeding the amount of purchases in the country. The competition in China is 
steadily increasing, at a faster pace that the competition in Sweden. As a result, in 
China, the disposition to compete and face the risks and uncertainties involved 
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in the competitive process is an important element of what it truly means to be 
an entrepreneur.

Furthermore, not all types of competition are beneficial to the mechanism 
of wealth generation and distribution. While it is perceived as a positive effect 
for many nations as it increases the levels of trade and the total production, to 
others it is harmful (Mamede & Davidsson, 2003). Examples of this fact are the 
developing economies in east Asia. Some countries have experienced significant 
growth throughout the nineties and have managed to increase their standards of 
living. However, other countries, by opening their markets to international com-
petition, have been inundated with imports, unable to sell their exports. This is 
occurring presently in china, as production is beginning to fall behind purchases. 
This causes lower levels of growth and worse standards of living. 

The competition that creates and distributes wealth is one that results from in-
novation and new firm creation (Mamede & Davidsson, 2003). In Sweden, this is 
favorable, as entrepreneurs are willing to pay the price assuming the risks of their 
choices. In Sweden, it appears that the chance of risk is less than that in China. 
As people gain confidence, improve the financial situation, and have access to 
information, they also develop political will and are less likely to accept corrupt 
governments and inadequate living conditions (Mamede & Davidsson, 2003). 
Consequently, they seek better education for themselves and their children, along 
with the improvements in the household and community (Mamede & Davids-
son, 2003). It is clear from the research that entrepreneurs in Sweden already 
realize this, and are initiating changes to improve the educational system, whose 
graduates secure the future of their country.

As they create their new firms, innovate and strive for the ideas they believe 
in, entrepreneurs in Sweden not only succeed in harvesting good profits, the de-
served outcomes of their efforts, but also in contributing to the prosperity of 
organizations and nations (Mamede & Davidsson, 2003). As a result, it appears 
that Sweden has secured their position as prime movers of progress, and as the 
engine of both economical and social change (Mamede & Davidsson, 2003). 
Much emphasis has been given to an existing association between entrepreneurial 
leadership and economic growth. Many studies have been developed, or are being 
carried out, in order to analyze the links between entreprenuership and economic 
growth. Evidence shows that this relationship is complex and that more data are 
necessary in order to determine the causal mechanisms of this association (Reyn-
olds, et. al.., 2001). 

The Global Entreprenuership Monitor (GEM) is a unique, unprecedented 
effort to describe and analyze entrepreneurial processes within a wide range of 
nations. By doing so, GEM focuses on one of the most important forces driv-
ing and carrying economic change, one that has until now remained elusive for 
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researchers due to a lack of reliable, internationally comparable data (Reynolds 
et. al., 2002). The major objectives of the GEM report include measures for the 
differences in the level of entrepreneurial activity between countries, to probe 
for a systematic relationship between entreprenuership and national economic 
growth, to uncover factors that lead to higher levels of entreprenuership, and to 
suggest policies that may enhance the national level of entrepreneurial activity. In 
the 2002 GEM assessment, representative samples of 1,000 to 5,000 randomly 
selected adults in each country were selected to provide a harmonized measure of 
the prevalence of entrepreneurial activity (Reynolds et. al., 2002). 

The GEM report also includes up to 50 face to face interviews with experts in 
their country, chosen to represent the entrepreneurial framework features. These 
same experts were additionally asked to complete a standardized questionnaire 
in order to obtain a precise measure of their judgments about their country as 
a suitable context for entrepreneurial activity (Reynolds et. al., 2002). Finally, 
standardized national data was collected from international data sources such as 
the World Bank and United Nations. The 2002 GEM report indicated that the 
level of entrepreneurial activity was lowest in Central Europe, and highest in the 
developing Asian countries, such as China. The GEM report also indicated that 
age and gender have a very stable relationship to entrepreneurial activity, as men 
are twice as likely to engage in entrepreneurial conduct than are women. Ad-
ditionally, those ages 25 to 44 are most likely to be involved with all types of 
entrepreneurial activity. In countries women are more likely to be involved where 
there is equality in career opportunities, whereas in developing countries low par-
ticipation of women may reflect the lack of jobs and an inadequate education 
(Reynolds et. al., 2002).

Of the 2.4 billion persons comprising the labor force represented in the 37 
countries of the 2002 GEM report, 286 million are either actively involved in 
starting a business or are the owner-manager of a business less than 42 months 
old (Reynolds et. al., 2002). In China, the total population was estimated at 
1,284,000,000 for 2002. The total labor force in 2002 was 814,470,000. By com-
parison, in 2002, there was a total population of 8,876,000 in 2002 in Sweden, 
with a total labor force of 5,433,000 in 2002. The GEM report indicates that 
entrepreneurial activity is uniformly low in the east Asian groups, as well as within 
most of the members of the European Union. In contrast, the Anglo nations have 
a relatively higher level of activity, and the developing Asian countries have the 
highest total entrepreneurial activity rates. Paradoxically, many of the most and 
least entrepreneurial countries are located in Asia where they often share the same 
cultural background (Reynolds et. al., 2002). 

The 2002 GEM report also indicates the changes in the percentile of the 
growth of gross domestic products over a three year period. Sweden’s percentile 
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of growth in gross domestic products for 1999 was 4.51%, in 2000, 3.61%, and 
in 2001, 1.21%. The change from the previous year for Sweden was .90% from 
1999 to 2000, and 2.40% from 2000 to 2001. Sweden’s total entrepreneurial 
activity for 2001 was 6.68%, and for 2002, 4.00%. China’s statistics were not 
located on the 2002 GEM report. 

The GEM report also indicated a constantly negative relationship between 
the quality of the infrastructure and the level of necessity entreprenuership, as 
well as the lack of relationship between framework conditions (Reynolds et. al., 
2002). Necessity entreprenuership was most prevalent in developing nations such 
as Thailand, India and China, where financial support, education, training, and 
infrastructure are clearly absent (Reynolds et. al., 2002). Entreprenuership-en-
hancing programs and policies implemented in a number of developed countries, 
principally in the European Union, have only resulted in modest levels of neces-
sity entreprenuership (Reynolds et. al., 2002). This research indicates that there 
is substantial uniformity across the GEM countries with regard to the concepts, 
language, and judgments utilized. Additionally, it supports the notion that this 
uniformity is especially prominent among the more developed nations and may 
have evolved very similar infrastructures in support of entrepreneurial activity. 

Most new firms receive their initial financial support from informal invest-
ments made by family, friends, and associates. An extremely small proportion of 
the most promising firms receive funding from venture capital firms, which are a 
specialized form of formal investment. Informal flows were estimated in the 2002 
GEM report by means of asking all those in the adult population surveys if they 
had made an investment in a new firm, not their own, the past three years. The 
2002 GEM report indicates the amount of venture capital invested as a percent 
of gross domestic product for each of the countries on the report. Nations that 
enjoyed year-to-year increases included Sweden, with a 101 percent increase. A 
large portion of all businesses are owned and managed by families or groups of 
relatives. Sweden was one of the 10 countries in which family owned businesses 
were started with family sponsored entreprenuership. In Sweden, the low estimate 
of family sponsored entrepreneurships was 26%, with the high estimate being 
52%. Again, China was not included in these statistics.

conclusion
Finally, researchers’ Ralston, Gustafson, Cheung and Terpstra (1993) analyzed 
and interpreted the results of a study based on the convergence and divergence 
of managerial values in the United States, Hong Kong and the People’s Republic 
of China. Although this study did not include Sweden, the results of the study 
are consistent with a review of the literature used for this paper. The study, which 
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utilized four Western-developed measures, found that both culture and the busi-
ness environment interact together to create a unique set of managerial values in 
a country. The goal of the study was twofold: to help understand convergence or 
divergence of managerial values, and to investigate similarities and differences of 
managerial values in the study countries. 

The study examined the contrasting themes of convergence and divergence. 
The convergence approach proposes that managers in industrialized nations would 
embrace the attitudes and behaviors common to managers in other industrialized 
nations despite the numerous cultural differences. The divergence view proposes 
that individuals would retain diverse, culturally based values despite any econom-
ic and social similarities between their nations. The countries were chosen based 
on criteria defined in a previous study. The United States represented a capitalist 
business environment at the height of technological development. On the other 
extreme, the People’s Republic of China represented a socialist legal and political 
system with communist origins. Serving as a link between these two extremes, 
was Hong Kong, with a well-developed financial system at the forefront of world 
commerce. 

It was hypothesized that convergence would be found if the Hong Kong man-
agers adopted Western values, and divergence would be found if they maintained 
Eastern values. It was hypothesized that the U.S. and the People’s Republic of 
China would be polarized on the variables in the study. The results of the data 
supported the theory that there were significant differences between managers in 
the U.S. and People’s Republic of China. The data provided little support for the 
convergence hypothesis, and some support for the divergence hypothesis. The 
majority of the findings for measures developed with both Eastern and Western 
constructs supported the cross-vergence view. 

The data of the study summarizes the prevailing view found in the examina-
tion of the entrepreneurial leadership styles of Sweden and China. As a result, it 
appears that values must be viewed individually and not together as an entity. 
It has been determined that some values may change while others do not, some 
may change more rapidly, and that other values may evolve from a combination 
of influences. The results of the Ralston et. al.. (1993) study were similar to those 
of a previous study, which taken together, theorize the possibility of a concurrent 
convergence, divergence and cross-vergence which depend on the values mea-
sured and the countries studied. It was also concluded that different national 
cultures would contribute to the unique behaviors of managers in the different 
industrialized nations. 

A review of the literature on the entrepreneurial leadership styles in Sweden 
and China leave open a few important aspects that would assist in the interpreta-
tion and performance of future studies. One important possibility raised is that 
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it would be necessary to recognize that values may differ between groups within a 
nation. The implications for future research that this raises is that different values 
in the same nation may need to be looked at from different angles not previously 
thought of. For example, comparable elements such as the differences between 
male and female managers in the same nation, or the differences in managerial 
styles between the present managers and the next generation of managers could 
be examined. Other cultural differences could be taken into consideration, such 
as social class or environmental influences of the countries studied. The political 
scene of the country, liberal or conservative are also additional factors that can be 
taken into consideration.

Finally, the results of the examination of the entrepreneurial leadership styles 
in Sweden and China have offered support for previous research and other stud-
ies. It is highly likely that the differences in entrepreneurial leadership in these 
countries have contributed to their respective successes and failures. Future re-
search using different value sets is likely to be the final deciding factor in interpret-
ing this important research question, the results of which have many implications 
in forecasting, globalization, and the international economy.
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Background

This study examines the potential of aid effectiveness to positively influence 
human resources for health in developing countries, based on research carried 
out in the Lao People’s Democratic Republic (Lao PDR). Efforts to make aid 
more effective—as articulated in the 2005 Paris Declaration and recently re-
iterated in the 2008 Accra Agenda for Action—are becoming an increasingly 
prominent part of the development agenda. A common criticism, though, is 
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that these discussions have limited impact at sector level. Human resources for 
health are characterized by a rich and complex network of interactions and 
influences—both across government and the donor community. This com-
plexity provides a good prism through which to assess the potential of the aid 
effectiveness agenda to support health development and, conversely, possibili-
ties to extend the impact of aid-effectiveness approaches to sector level.

Methods

The research adopted a case study approach using mixed research methods. 
It draws on a quantitative analysis of human resources for health in the Lao 
People’s Democratic Republic, supplementing this with a documentary and 
policy analysis. Qualitative methods, including key informant interviews and 
observation, were also used.

Results

The research revealed a number pathways through which aid effectiveness is 
promoting an integrated, holistic response to a range of human resources for 
health challenges, and has identified further opportunities for stronger linkag-
es. The pathways include: (1) efforts to improve governance and accountabil-
ity, which are often central to the aid effectiveness agenda, and can be used 
as an entry point for reforming workforce planning and regulation; (2) fi-
nancial management reforms, typically linked to provision of budget support, 
that open the way for greater transparency and better management of health 
monies and, ultimately, higher salaries and revenues for health facilities; (3) 
commitments to harmonization that can be used to improve coherence of do-
nor support in areas such as salary supplementation, training and health in-
formation management.

Conclusion

If these opportunities are to be fully exploited, a number of constraints will 
need to be overcome: limited awareness of the aid effectiveness agenda beyond 
a core group in government; a perception that this is a donor-led agenda; and 
different views among partners as to the optimal pace of aid management re-
forms. In conclusion, we recommend strategic engagement of health stakehold-
ers in the aid effectiveness agenda as one means of strengthening the health 
workforce.

background
Human resources for health (HRH) are characterized by a rich and complex 
network of interactions and influences—both across government and the donor 
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community. Workforce planning and recruitment are influenced by public ad-
ministration systems; salary rates and conditions for health workers intersect with 
those of the broader civil service; and pre-service vocational training, in-service 
training and continuing professional development engage stakeholders not only 
in education, but also in trade and foreign policy. At a higher level, whole-of-
government agendas such as poverty reduction, decentralization and privatization 
also influence the profile, regulation and deployment of the health workforce. 
This complexity provides a good prism through which to assess the potential of 
the aid effectiveness agenda to support HRH development. This in turn gives us 
an insight into the dynamics of the development process and opportunities for 
aid management reform.

The Paris Declaration on Aid Effectiveness [1] has been endorsed by more 
than 100 developing and developed countries as well as by key multilateral agen-
cies, the international finance institutions and civil society organizations. It sets 
out principles to guide donor support built around the three pillars of the aid 
effectiveness agenda: harmonization and simplification of donor policies and pro-
cedures; alignment behind national priorities and use of country systems; and a 
focus on results as measured in improved development outcomes. Support for the 
Paris Declaration was recently reiterated at the Third High-Level Forum on Aid 
Effectiveness, a meeting of development partners and developing countries held 
in September 2008, though stakeholders also noted a range of challenges to its 
implementation. Among these were the need to broaden the range of actors in 
government involved in aid effectiveness processes and to intensify efforts to apply 
aid effectiveness approaches at sector level [2].

This study examines the potential of aid effectiveness to positively influence 
HRH in developing countries, based on research carried out in the Lao People’s 
Democratic Republic (hereafter the Lao PDR). The capital of Lao PDR is Vien-
tiane. On the banks of the Mekong River, with its broad boulevards and dis-
tinct French colonial heritage, it gives its name to a localized version of the Paris 
Declaration: the Vientiane Declaration, signed in September 2006 by 23 partner 
countries and organizations providing aid to the Lao PDR.

According to the Organisation for Economic Co-operation and Development 
(OECD), donors committed USD 36.7 million to health in the Lao PDR in 
2005, and USD 20.8 million in 2006 (Table 1). These figures are in line with 
those published by the Government of the Lao PDR, which recorded disburse-
ments of USD 36.6 million to health in financial year 2005–2006 [3]. OECD 
lists 173 separate health or population “activities” (in OECD terminology) for 
Lao covering the period 2001–2006, with a median value of USD 0.23 million. 
In general, an “activity” signifies allocation of funds to a specific project or pro-
gramme. However, donors sometimes choose to report at a more detailed level, in 
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which case a “reported activity” may represent a component of a project. But there 
are also cases where activities are aggregated, so a single “reported activity” can be 
the sum of several activities.

Table 1. Health aid commitments to the Lao PDR (USD, millions) 

The largest entry for this period was a USD 15.9 million grant from the Glob-
al Fund to Fight Aids, Tuberculosis and Malaria (GFATM) for infectious disease 
control, but the majority were for much smaller amounts, with 134 of the 173 
activities having a value of less than USD 1 million dollars. This suggests a high 
degree of fragmentation in donor support, and quite high transaction costs for 
government in managing many separate activities. Activities are classified broad-
ly—for example, as “basic health care” or “reproductive health care,” thus it is not 
possible to disaggregate specific amounts spent on human resources for health.
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This level of donor support is low in comparison to many other low-income 
countries [4], but it is still three times higher than government spending. Per 
capita health expenditure was estimated at USD 22 per capita in 2006, of which 
75% comes from households [5]; of public expenditure, between 70% and 75% 
is financed by donors, the remainder by government [6]. Further, the landscape 
of health donors is complicated: Japan, Luxembourg and the GFATM are the 
major contributors, but there are 12 other bilateral donors active in health as well 
as the European Commission, World Bank, Asian Development Bank and vari-
ous United Nations agencies. This points both to the importance and influence of 
external support in the sector and to the synergies offered by the aid effectiveness 
agenda in making optimal use of limited resources.

methods
This research adopted a case study approach using mixed research methods. It 
drew on a quantitative analysis of HRH in the Lao PDR undertaken by the World 
Health Organization (WHO) and the Ministry of Health (MOH) [7], supple-
menting this with a documentary and policy analysis, examination of the aca-
demic literature, government and donor agency policy, reports and publications, 
unpublished research and reviews. Qualitative methods, including key informant 
interviews and observation, focused on the potential linkages between HRH and 
the aid effectiveness agenda.

A total of 23 key-informant interviews were conducted. Stratified selection 
was used to ensure a balance of informants across ministries of health and finance, 
the Public Administration and Civil Service Authority (PACSA) and develop-
ment partners. All major partners active in health and human resources develop-
ment were interviewed: the Asian Development Bank, European Commission, 
France, Japan, Luxembourg, the Joint United Nations Programme on HIV/AIDS 
(UNAIDS), the United Nations Development Programme (UNDP), the United 
Nations Population Fund (UNFPA), the United Nations Children’s Programme 
(UNICEF), WHO and the World Bank, as well as major non-governmental or-
ganizations (NGOs). Information on the GFATM activities was collected from its 
web site, and via those partners active in the Country Coordinating Mechanism, 
which oversees GFATM activities.

The question guide used during the interviews was developed prior to the field 
component, and reviewed by colleagues working on HRH in WHO Geneva. 
Two interviewers (RD and PSH) attended each interview, alternating roles as lead 
interviewer and note-taker.
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Notes from interviews were transcribed within 12 hours and their accuracy 
and comprehensiveness corroborated by both interviewers. Findings were trian-
gulated across different interviewees, and a preliminary presentation of the key 
findings made to the WHO country office to test the initial analysis. An internal 
peer review process within WHO was also carried out.

an overview of HRH challenges in the Lao PdR

The workforce analysis undertaken by WHO and the MOH [7] highlights a 
range of HRH challenges in the Lao PDR. These include inadequate training, 
low salaries and inadequate non-monetary incentives, all of which have led 
to a geographical maldistribution of health workers and poor productivity. 
Skilled professionals are concentrated in the capital and economically better-
off regions and there are corresponding gaps at the periphery. This situation 
is typical of many low-income countries and is not specific to the Lao PDR 
[8,9].

Table 2 and Fig. 1 show that while the ratio of health workers to popula-
tion has grown steadily over the last three decades, the most senior category of 
the profession (mainly physicians) has grown most. Medical-to-nursing ratios 
fell from 1:9.9 in 1976 to 1:3.7 in 1995, with 2005 figures showing only 1.8 
nurses per medical staff (physicians and medical assistants) [7]. Physicians-to-
nursing/medical assistants rations also fell over time from 1:54.8 in 1976 to 1:5.4 
in 1995, reaching 4.5 nurses/medical-assistants per medical graduate in 2005 [7]. 
This structure has been purposefully established over time, as a government deci-
sion that saw high-level medical education as the preferred solution to inadequate 
health coverage [10].

Table 2. Evolution of health worker density per 100 000 inhabitants from 1976 to 2005
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Figure 1. Evolution of density for the three main types of health worker (low-, mid- and high-level staff) from 
1976 until 2005.

Recent data on intake numbers for medical training and appointment 
quotas for different cadres at provincial level continue to reflect historical 
patterns. In 2005, there were 4163 students enrolled in medical training, of 
whom 28% were “high-level” (and 14% physicians), 63% were “mid-level” 
(and 41% nurses), and just 8% were “low-level” or primary-care workers. 
In terms of allocation, in 2005 physicians accounted for 48 of 441 (11%) of 
health staff allocated across the Lao PDR. There is also a strong bias in favour 
of the centre in the allocation of new staff, with 39% of new recruits being 
sent to Vientiane in 2005, including 28 of the 48 newly-qualified doctors. By 
contrast, most of the senior posts in rural and poor regions remain unfilled, 
forcing local authorities to rely on low-level staff.

Overall, health workers are disproportionately concentrated in the capital: 
Vientiane has 3.63 health workers per 1000 inhabitants (Fig. 2). Of the remain-
ing 17 provinces, 15 have a health worker density of less than 2.5 health workers 
per 1000, and in the more remote, southern provinces density drops to 1.4 per 
1000. This distortion is even more pronounced when it comes to high-level and 
mid-level health service providers (physicians, medical assistants and nurses), with 
1.84 such health workers per 1000 in the capital and all other provinces recording 
rates of less than one health worker per 1000 people [7].
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Figure 2. Maps showing the ratios of the different health worker categories per 1000 inhabitants per province.

Low salaries (discussed further below) are one important reason that health 
workers have a strong preference for urban areas, where they have opportunities to 
earn supplementary income from private practice. In the Lao PDR as elsewhere, 
educational and career-development opportunities, better schools and health care 
for families attract and retain staff in cities.

Midwifery skills are a conspicuous gap in the health workforce [11]. While 
nursing graduates are expected to have competence in both nursing and mid-
wifery, graduates typically have very limited clinical obstetric experience, as very 
few births take place in public facilities. Only 103 midwives and 63 auxiliary 
midwives currently work in clinical obstetric roles [11]. With maternal mortality 
in the Lao PDR estimated at 405 per thousand live births [12] and only 19% of 
deliveries assisted by skilled birth personnel, establishing a cadre of health work-
ers with midwifery skills is a recognized priority for government and donors alike. 
The low skills of nursing graduates also points to the broader issue of inadequate 
standards in training, which affects all cadres of the workforce.

Results and discussion
In this section we explore the intersections between HRH and aid effectiveness in 
the Lao PDR in relation to four specific issues: workforce planning; training; salaries 
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and supplements; and financial management. In each case we present current 
challenges, map existing examples of how aid effectiveness is being used to address 
those challenges and discuss opportunities for further action. We argue that one 
of the most promising aspects of the aid effectiveness agenda is its broad scope 
and complex network of cross-governmental links, which provides a mechanism 
for mediating across the web of stakeholders and interest groups that characterize 
HRH. A number of concerns are also presented.

Workforce Planning

As discussed above, the current workforce profile in the Lao PDR presents chal-
lenges in relation to the distribution of health staff and the balance between health 
cadres—with distortions towards the centre and a relative undersupply of primary 
care workers: “Many hospitals do not have enough nurses, which creates problems 
for basic patient care” (said a senior MOH staff member).

The quota system that allocates staff to provinces locks-in the historical domi-
nance of doctors over nurses. Each year provinces and programmes submit a re-
quest for new posts, based on exits (deaths, transfers, retirements) and estimated 
needs. These requests are compiled by the Ministry of Health and then forwarded 
to the PACSA for consideration. Informants suggest that because requests from 
the provinces are so disproportionate to supply and because PACSA does not have 
the necessary technical perspective to discriminate between competing staffing 
needs in an environment of resource constraints, historical patterns tend to be 
maintained. According to a staff member of a multilateral agency: “PACSA does 
not have an overview of staffing allocation or technical awareness... but it is open 
to more rational case presentations.”

Two aid effectiveness initiatives are affecting this challenge. First, within the 
health sector, structures for dialogue have been established that allow a shared 
analysis of inefficiencies in the quota system. Based on two important reports on 
the health workforce—by WHO and the MOH in June 2007 and by UNFPA in 
2008—the Sector Working Group on health is forging a common understanding 
on this issue between donors and with government. The Sector Working Group 
is chaired by the MOH and co-chaired by WHO and Japan. It meets twice a year 
at ministerial and ambassadorial level to discuss overall policy directions in the 
sector, and four times a year at the operational level (deputy-directors of MOH 
departments and health advisers from the development partners) to focus on op-
erational coordination. Three subgroups have also been established: on financing, 
human resources and maternal and child health.

Second, looking across sectors, efforts to strengthen capacity for planning are 
being implemented under the auspices of the Vientiane Declaration Action Plan. 
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Capacity development frameworks have been developed for key sectors (transport, 
education and health) and in relation to cross-cutting issues (aid effectiveness and 
emergency preparedness). These will build managerial skills—e.g. for planning 
and budgeting—within the central government and in selected line ministries. Of 
specific relevance to health workforce planning is the development of a database 
on human resources management by PACSA, with United Nations support. This 
database was in turn adapted by the Ministry of Health, and used to register all 
health workers in five provinces, providing information on workforce capacities 
and gaps to be used in planning.

This combination of sectoral and cross-sectoral aid effectiveness initiatives es-
tablishes the necessary structures and capacities to strengthen planning and gov-
ernance functions in the ministry of health and in central government, and opens 
the door to reform the quota system. This in turn paves the way for a more ratio-
nal, integrated and needs-based approach to workforce planning in health.

training

Challenges in relation to training of the health workforce include the lack of in-
tersection between pre-service vocational and in-service training, poor coordina-
tion between partners providing support for training, and the need to increase the 
level of clinical experience offered to medical students.

One of the central findings of the research, triangulated across a range of 
respondents, is that donor support for both pre-service and in-service training 
has been non-harmonized and supply-led, with government reluctant to take a 
lead role in coordination. For example, the lack of coordination between partners 
supporting specialist training is such that they cannot agree what language should 
be used to deliver classes. Offers of support often come directly from developed-
country hospitals direct to the MOH, and remain ad hoc rather than integrated 
into a comprehensive system of postgraduate training. Coordination of in-service 
and short training between vertical programmes is [also] an issue. We would like 
these to be integrated, but don’t know how,” said a senior MOH staff member.

Poor coordination in support for training has been exacerbated by a stop-start 
approach to training of new cadres: training for medical assistants was supported, 
then discontinued and may yet start again; training for midwives has followed 
the same pattern [11]. Primary Health Care workers were created as a low-level 
cadre, but are now being upgraded to medical assistants [7]. Donors were often 
involved in the decision to make changes in cadres, although government took 
the final decision.
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With its emphasis on harmonization, the aid effectiveness agenda has cataly-
sed a number of initiatives to address the coordination challenge. First, a strategic 
plan on HRH development is in the making, which will provide a framework 
behind which donors can in future align their support. Second, some partners are 
already aligning their support for primary health care training with the MOH’s 
Healthy Villages scheme. Third, France is leading an effort to coordinate offers of 
support to medical specialist training. Key to the success of these initiatives will 
be the close and continued involvement of government.

On curriculum revision, the Sector Working Group subgroup on HRH 
provides a mechanism to address the relative neglect of training for nursing, 
midwifery and allied professions and to provide a greater emphasis on clinical 
experience. “In practice, training is theoretical, not competence-based,” com-
mented one bilateral partner. The lack of good practical training sites is a key 
issue in this regard. The research revealed a common concern among develop-
ment partners supporting the sector on these points and a shared view that 
the HRH subgroup was the best forum for formulating a response. Upgrading 
the capacity of health workers appears as the third strategic programme area 
in the health chapter of the Lao PDR’s Sixth Socio Economic Development 
Plan [15], providing a further impetus for donors to take a more coherent 
approach to this issue.

Simultaneously, the ASEAN Free Trade Agreement (AFTA) is driving a re-
view of health training curricula. Health partners and government could use this 
review as an entry point to pursue reforms, including improving clinical compe-
tences. Under AFTA, free movement of nurses is allowable once national training 
curricula meet certain quality criteria. A process to determine equivalence among 
doctors is under negotiation, which is also driving reform of their curriculum. 
This reframes health professional training in terms of regional development and 
provides a political impetus, beyond the MOH, to raise curriculum standards. 
But there are also concerns. MOH interviewees are worried that the public system 
will suffer a brain drain of health professionals if foreign-managed facilities are 
established, as AFTA allows.

This points to the need for coherence across different aspects of develop-
ment policy: an area where the aid effectiveness agenda has the potential to 
deliver, but has yet to do so. Though the drivers of AFTA are primarily eco-
nomic, the agreement has clear implications for health worker development, 
not only in the Lao PDR but also across South-East Asia. Development part-
ners interested in setting comparable quality standards across the region will 
need to ensure coherence between their support for economic development 
(including trade liberalization) and support for health. By taking a holistic 
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view of the development agenda, aid effectiveness discussions provide a forum 
where this synergy could be achieved.

salaries and supplements

There is universal agreement among development partners in the Lao PDR that 
the salaries of health workers are unacceptably low, reported by MOH to be just 
USD 50 per month in remote areas. Low salaries translate into low productivity, 
with patient contacts in the Lao PDR standing at roughly 7% of international 
averages [16].

Even so, opportunities for increasing base pay levels are limited. Some 80% 
of the domestically-financed health budget is already spent on salaries [7], which 
means that available fiscal space for further increases is very limited. Moreover, 
increasing salaries for health workers independently from other civil service staff 
was regarded by informants as inappropriate: “We need a national solution—not 
one just for MOH,” suggests one donor partner. The Ministry of Finance’s view 
is that low salaries are not the most pressing problem facing the sector: “Is the 
problem really salaries, or the system as a whole? I’m not convinced that raising 
salaries will improve health. The whole system needs reform.” Given these views 
and the fact that a 20% increase in civil service pay was awarded in October 2007, 
further government-funded increases in health worker pay are unlikely in the near 
future.

This begs the question: Could salary increases be funded by donors? Most 
donor support for health is classified as capital expenditure in the national 
budget (see Table 3), but in practice much of this is spent on things that 
would normally be classified as recurrent costs, such as salary supplements. 
However, the potential to fund base salary increases through donor support 
appears to be limited. The authors encountered a resistance to this idea within 
the Ministry of Finance: “Paying salaries is the business of government,” said 
one senior staff member.

Further, donors argue that government needs to first demonstrate its com-
mitment to increasing salaries. As overall government spending on health ap-
pears to be decreasing—dropping from 6.4% to 3.2% of the total budget 
between 2004–2005 and 2005–2006 [17], the chances of this are not high. 
Projected revenues from a planned hydroelectric scheme are one promising 
source of funds for salary increases [18]—the Nam Theun 2 dam should gen-
erate USD 20 billion over its lifetime. While there is a commitment to spend-
ing a good share of this revenue on the social sectors, the exact amounts and 
modalities are not yet clear.
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Table 3. Total public and public health expenditure, 2002–2005 (as % of GDP) 

Through its focus on human development, poverty reduction and the MDGs 
the Vientiane Declaration provides donors with the mandate needed to advocate 
pay increases in the social sector. The opening statement of the Vientiane Declara-
tion is as follows:

We, the Government of the Lao People’s Democratic Republic and the Partners 
in Development, seek to take appropriate monitorable actions to make aid more 
effective and assist the country in achieving the Millennium Development Goals 
(MDGs) by 2015 and the long-term development goal of exiting the status of 
least-developed country by 2020.

The mechanisms of aid effectiveness—coordination groups, etc—provide the 
means through which this advocacy can be carried out.

A convincing analysis of how new monies could be used to fund pay increases 
in the health sector is now needed; the MOH and WHO have already done some 
work in this area [7]. Sector and inter-sector coordination mechanisms could be 
used to develop common positions, mobilize support and overcome the political 
obstacles outlined above. A coherent position within donor agencies—between 
their poverty reduction and health teams—is essential.

In an environment where base salary levels and productivity are low, the indi-
rect incentives and allowances provided by donors to health staff implementing 
their projects become very important. These include travel and meeting allow-
ances, access to transport and computers, and so on. Interviewees report that 
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there is no standardization of incentives between partners or with the MOH, with 
some partners paying supplements that are much higher than others. Further, the 
payment of travel allowances is creating perverse incentives in terms of service de-
livery. Lack of transparency on this issue made it difficult for the research team to 
gather firm evidence, but anecdotal reports suggest that problems are significant: 
“Nurses working in HIV wards earn USD 100 a month more than general nurses, 
working in the adjacent ward.” “Staff prefer to do outreach rather than facility-
based immunization in order to get the overnight per diem,” reports United Na-
tions staff. In some cases, supplementation practices ran counter to donor policy, 
but were pursued nonetheless.

The Sector Working Group is trying to tackle this issue, but progress is slow. 
An attempt to standardize rates across the United Nations and some partners fell 
apart when others failed to join. There are also differing views within the Group 
on how proactive donors should be in pushing this issue with government. “Every 
sector needs to find its own way—not necessarily follow other countries,” said one 
bilateral partner, adding that, according to the principle of ownership, partners 
should be more patient in waiting for government to take the lead in coordina-
tion. Others disagree, feeling that a more open and candid dialogue is needed 
within the Group: “Difficult issues simply aren’t discussed,” said one multilateral 
partner.

Still others feel that, given the incentives associated with current ways of doing 
business, government is unlikely to initiate change: “The direct project allowances 
of top managers in the MOH and their income from indirect revenues such as per 
diems creates a strong incentive to maintain the status quo” said a United Nations 
informant.

This tension—of differing expectations and approaches within the donor 
community—is an emerging theme in reports monitoring the implementation of 
the Paris Declaration, and is thus not unique to the Lao PDR [19].

Financial management

Budget support is the process by which donors deliver their financial assistance 
directly into the government budget and it is mixed with domestic revenues [20]. 
It is seen by some as one of the more effective forms of aid because it avoids many 
of the costs and inefficiencies associated with multiple projects, it is easier to align 
with recipient priorities and it opens the way to a broader, strategic dialogue on 
economy-wide issues [21]. The counter argument is that if accountability and 
governance are poor—as they often are in developing countries—resources may 
well be misspent.
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Whatever its pros and cons, budget support has become increasingly associ-
ated with effective aid [22]. In the Lao PDR as in many other countries, budget 
support is linked to efforts to improve the public financial management systems 
through which money is channelled. This, in turn, can have a positive impact on 
the health sector and HRH, as discussed below.

Currently, budget support in the Lao PDR is delivered through the World 
Bank’s Poverty Reduction Support Operation (PRSO), which is financed by the 
World Bank, the European Commission and Japan. In 2008, the PRSO was 
worth USD 20 million, equivalent to just under 10% of the overall government 
budget. The European Commission also links additional support of EUR 1 mil-
lion per annum, 2009–2011, to progress towards certain conditions related to the 
PRSO, including finalization of a health sector financing strategy. While details of 
this strategy are not yet defined, it is expected to improve planning, management 
and monitoring of health resources through links to a Medium Term Expenditure 
Framework that would provide a common planning and monitoring framework 
for government and donor resources.

A second example of how aid effectiveness reforms positively influence finan-
cial planning in health is a proposed new budget law, supported by World Bank 
as part of public financial management reform, which would ensure that central 
government received a share of the revenues collected at provincial level. The 
bulk of domestic revenues is currently raised and spent at provincial level [23]. 
This means that each province’s capacity to provide health services is contingent 
on its own revenue-raising potential, and that the centre has very little leverage 
to regulate. This, combined with the financial and administrative autonomy of 
facilities, has created a situation in which fees charged by health providers differ 
from province to province and there is no standardized approach to regulation of 
private practitioners. The public financial management reforms associated with 
budget support have the potential to strengthen the centre, and in so doing to 
improve opportunities for regulation.

Despite these synergies, the authors encountered limited knowledge and com-
mitment to aid effectiveness beyond “upstream” ministries such as planning and 
finance. The agenda has yet to engage line ministries such as health, lower levels 
of government, or nongovernmental partners. Further, there is a widely-held view 
that the Vientiane Declaration is a donor product that does not yet have the full 
support of government. “The Vientiane Declaration has been pushed primarily 
by donors,” said one United Nations staff member. (Literature on Sector Wide 
Approaches notes that partners, not government, are often at the forefront of 
coordination efforts [13,14].)

Respondents offered a range of likely reasons for this. First, the potential of 
aid effectiveness to deliver improvements in development outcomes is not always 
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immediately apparent. “The current debate is too broad and superficial,” said one 
bilateral partner. Second, the transaction costs associated with coordination are 
often high—as demonstrated by difficulties encountered by the Sector Working 
Group in standardizing incentives and allowances. “The benefits for the MOH are 
unclear,” said a United Nations staff member. Third, there are substantial incen-
tives associated with current ways of delivering aid that are difficult to overcome.

conclusion
In this article we have focused on what aid effectiveness can do for HRH, demon-
strating how this policy instrument is promoting an integrated, holistic response 
to a range of complex challenges. Some of these challenges are themselves the 
result of ineffective donor behaviour. Others are rooted in the multisectoral na-
ture of HRH issues. In both cases, the aid effectiveness agenda offers solutions. 
Examples from the Lao PDR that may provide lessons for other countries include 
the following.

•	 Efforts to improve governance and accountability, which are often central to the 
aid effectiveness agenda, can be used as an entry point for reforming workforce 
planning and regulation.

•	 Financial management reforms, typically linked to provision of budget support, 
open the way for greater transparency and better management of health monies, 
which in turn have the potential to deliver more resources to the health sector.

•	 Aid effectiveness’ emphasis on harmonization can be used to improve coherence 
of donor support in areas such as salary supplementation and training.

•	 The expressed desire for alignment with government policy provides an incen-
tive for the government to develop policies—include HRH plans—that donors 
can support.

But the pathways of influence are neither simple nor direct. This review has 
highlighted the difficulties that emerge when aid effectiveness approaches are ap-
plied to a specific component of the health system—human resources for health. 
Two issues emerge, which are also reflected in the global literature. The first is that 
while aid effectiveness has a conceptual and rhetorical appeal, when operational 
details are added the consensus may break down, particularly if the status quo is 
challenged or in-country working methods disrupted. The challenge that the Lao 
PDR has faced in standardizing salary supplements exemplifies that “the devil is 
in the details.”

The second issue is that aid effectiveness principles are most likely to be opera-
tionalized when linked to a substantive reform agenda. The links between budget 
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support and public financial management reform provides a tangible illustration. 
This is also a lesson that emerges from the literature: SWAps are often a driving 
force behind health sector reform. In the Lao PDR, human resources develop-
ment could provide such a framework. The research identified multiple points of 
intervention in the critical pathways for HRH development where the potential 
contribution of the aid effectiveness agenda is significant.

Lending confidence to this analysis is the early evidence provided that, in 
some areas, positive synergies are already emerging and aid effectiveness is already 
contributing to the resolution of more complex, cross-cutting HRH issues that 
are difficult to solve from a health sector perspective alone. To optimize the yield 
from this potential, health sector decision-makers will need to actively engage 
their counterparts working on aid effectiveness and overcome identified challeng-
es. Conversely, these counterparts will need to be open to collaboration at sector 
level. In our view, this is an effort worth making, with the potential to deliver 
benefits to both sides.
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strategic Human Resources 
management: aligning with 

the mission 

U. S. Office of Personnel Management

executive summary 
Human resources alignment means integrating decisions about people with 
decisions about the results an organization is trying to obtain. By integrat-
ing human resources management (HRM) into the agency planning process, 
emphasizing human resources (HR) activities that support broad agency mis-
sion goals, and building a strong relationship between HR and management, 
agencies are able to ensure that the management of human resources contrib-
utes to mission accomplishment and that managers are held accountable for 
their HRM decisions. This is especially important in light of the Government 
Performance and Results Act’s (GPRA) push to align all agency activities, in-
cluding HRM, toward achieving defined agency strategic goals and measur-
ing progress toward those goals. 
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In fiscal year 1999, the U.S. Office of Personnel Management (OPM) em-
barked on a special study to determine how much progress Federal agencies 
have made toward aligning HRM with agency strategic goals in support of 
HRM accountability and agency mission accomplishment. Our key findings 
and conclusions are summarized as follows:

•   Many more agencies than expected include HR representatives in the agen-
cy planning process and integrate human resources management goals, ob-
jectives, and strategies into agency strategic plans. However, most agencies 
are still struggling in this area. Therefore, agency executives and HR lead-
ers need to work together to fully integrate HRM into the planning process 
so that it will become a fundamental, contributing factor to agency plan-
ning and success. 

•   Although some agency HR offices have begun focusing on organizational 
activities that assist agency decision-making, most are still emphasizing in-
ternal HR office efficiency efforts. While internal issues are important to the 
success of any HR program, HR offices also need to examine the “big pic-
ture” and find ways to impact the success of the agency as a whole. 

•   Most agencies are in some way measuring  the efficiency and/or effective-
ness of the HR function. These measures, however, are generally output-ori-
ented, focus on internal HR processes and activities, and are used to make 
improvements to HR-specific policies and procedures. As HR refocuses its 
activities to broader organizational issues, HRM measures also need to 
be expanded to gauge the impact HRM has on agency goals and mission. 
Then, the measurement data can be used to inform agency-level decisions. 

•   The relationship between HR and management is becoming more collabor-
ative. HR executives are beginning to earn a seat at the management table. 
HR offices are becoming more consultative and involved in day-to-day line 
management activities. Nevertheless, there is still a long way to go if HR is 
to become a strategic partner at all levels. To do so, HR needs to build its 
own internal competencies to deal with organizational issues, educate itself 
on agency and program missions, and find ways to offer creative and inno-
vative solutions to organizationwide issues. 

Although many National Performance Review (now known as the National 
Partnership for Reinventing Government) initiatives, such as downsizing, re-
organizing, streamlining, and delegating HR authorities, were meant to im-
prove HR’s ability to focus on organizational issues, they have not taken hold 
as quickly or thoroughly as hoped. Therefore, HR is still doing most of the pro-
cess work, and its ability to focus on alignment has been limited. However, 
as HR’s role in agency planning, activities, and decision-making advances—
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and it is advancing—so too will the alignment of human resources manage-
ment with agency mission accomplishment. 

Introduction
What is alignment? 

Strategic human resources management...strategic alignment...alignment with 
mission accomplishment. These are just a few of the terms being used to describe 
the new, evolving role of Federal human resources management (HRM). What 
do these terms really mean? If you were to ask agency personnelists, managers, or 
employees, you would probably get a wide range of answers. So, it’s important to 
establish from the beginning what we are really talking about. 

Human resources management alignment means to integrate decisions about 
people with decisions about the results an organization is trying to obtain. Our 
research indicates that agencies that successfully align human resources manage-
ment with agency mission accomplishment do so by integrating HRM into the 
agency planning process, emphasizing HR activities that support mission goals, 
and building strong HR/management relationships.

In addition to being a vital contributor to Hierarchy of Accountabilityagency 
mission accomplishment, HRM alignment is the ultimate level of HRM account-
ability, as demonstrated in the Hierarchy of Accountability. While HRM account-
ability must begin with basic legal compliance, it ultimately encompasses all four 
levels of the pyramid, including demonstrating how HRM supports achievement 
of the agency strategic goals. 

Why align? 

Why the sudden emphasis on aligning HRM activities with agency mission ac-
complishment? Basically, it comes down to demonstrating the value of human 
resources management to the agency. In the past, one of HR’s primary roles has 
been to ensure compliance with laws, rules, and regulations. Although this is still, 
and will always be, a necessary function, many recent developments have led to a 
strong emphasis on results. 

The National Performance Review (NPR) took on the task of reinventing gov-
ernment to make itwork better, cost less, and get results. NPR mandated many 
initiatives that changed the focus of HR from just compliance toward results, in-
cluding downsizing the HR function, delegating HR authorities to line managers, 
calling for HR to demonstrate its business value, and enhancing customer service. 
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Through these initiatives, management of human resources would become more 
responsive to mission-related needs because it would take place at the line level, 
and the HR staff would be able to expend more of its energy on broader organi-
zational issues. 

The Government Performance and Results Act (GPRA) of 1993 has also 
played a large part in focusing agencies on results. The purpose of GPRA is to 
improve Federal program effectiveness, accountability, service delivery, decision-
making, and internal management, thereby improving confidence in the Federal 
Government. This is achieved by demonstrating organizational results through 
strategic planning and performance measures. Although the primary focus of 
GPRA is on programmatic functions, agencies are also required to describe how 
administrative resources, such as HR, are being used to achieve strategic goals. 
Further, the General Accounting Office (GAO) and the Office of Management 
and Budget (OMB) have evaluated many of these efforts, and are calling for 
agencies to improve their discussions of HRM alignment in strategic and annual 
plans. Therefore, the human resources function is increasingly being aligned to 
the agency strategic plan, which requires HR to show how it is supporting mission 
accomplishment. 

Alignment has already occurred in other key administrative functions. When 
Congress devel-oped a statutory framework to introduce performance-based 
management into the Federal Government, it initiated financial, information 
technology, and procurement reforms through such mandates as the Chief Finan-
cial Officer Act and Information Technology Management Reform Act. Human 
resources management is the administrative missing link to this comprehensive 
package.

The private sector has recognized that it is not just financial and technological 
capital that provide companies with the competitive edge, but people, or human 
capital. Without attracting and retaining the right people, in the right jobs, with 
the right skills and training, an organization cannot succeed. Therefore, people 
have been recognized as companies’ most important asset. As the Federal Govern-
ment moves toward a performance-based management approach, we, too, need 
to realize the importance of our human resources. A huge percentage of agen-
cies’ budgets is spent on human resources—salaries, benefits, training, work life 
programs, etc. Nowhere else do you make that substantial an investment and not 
measure the return. 

Not only do human resources provide the competitive edge, but several recent 
studies have confirmed that the quality and innovation of HR practices impact 
business results. These studies were able to draw a correlation between increased 
quality of HR practices and increased business success. Among other benefits, 
HR alignment with mission accomplishment increases HR’s ability to anticipate 



Strategic Human Resources Management 197

its customers’ needs, increases the agency’s ability to implement strategic business 
goals, and provides decision-makers with critical resource allocation information. 

Finally, HR alignment is a vital process to advance agency accountability. By 
defining, maintaining, and assessing HRM goals and measures, communicating 
them throughout the agency, and using the information to make management 
decisions, agencies are able to ensure that the management of human resources 
contributes to mission accomplishment and that managers are held accountable 
for their HRM decisions in support of mission accomplishment. 

the study 

Once we defined what alignment means and why it is important, we wanted to 
find out where agencies currently stand in terms of aligning their human resources 
management with agency mission accomplishment. Therefore, the Office of Per-
sonnel Management (OPM) embarked on a special study designed to explore the 
following objectives: 

•	 Assess how well human resources management is linked to agency mission ac-
complishment; 

•	 Explore the role played by the HR staff in agency strategic planning; 

•	 Determine how the HR service providers work with line managers to carry out 
agency strategic goals; and 

•	 Identify best practices aligning HRM with the agency strategic plan and goals. 

In order to obtain information pertaining to these objectives, we did the fol-
lowing: 

•	 Reviewed 31 agency strategic and 28 annual performance plans; 

•	 Conducted an extensive literature and Internet search; 

•	 Gathered information from agency HR professionals, supervisors, and employ-
ees at 17 agencies of various size through the fiscal year 1998 and 1999 OPM 
Oversight reviews and 

•	 Interviewed nine additional leading agency HR Directors. 

strategic Planning 
agencywide Planning 

To some agencies, strategic planning is a way of life. To others, it’s an exercise. 
To almost all, it’s a requirement. As part of GPRA, agencies, unless specifically 
exempted, follow a continuous, three step strategic planning process: 
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Strategic planning allows agencies to map out where they are, where they want 
to go, and how they plan to get there. Some agencies adopted the idea of strategic 
planning even before GPRA was enacted, whereas others are just beginning to 
understand its potential benefits. The results of the fiscal year 1999 Merit System 
Principles Questionnaire (MSPQ), an OPM Governmentwide survey of supervi-
sors and employees, show that agencies are beginning to embrace not only the 
concept, but also the practice, of strategic planning. 

The strategic planning process varies from agency to agency. On one end of 
the spectrum are the agencies which have very collaborative processes involving 
senior management, line supervisors and employees, and stakeholders throughout 
the entire process. On the other end are the agencies which develop plans at the 
top management level with little input from the line or stakeholders or that plan 
functionally, having each program office submit its own goals and strategies with 
little to no collaboration among offices. The typical strategic planning process is 
a mixture of these: 

The management of agency human resources is an integral part of how an 
agency is going to achieve its mission goals. Without people, there is no one to do 
the work. Therefore, integrating HRM into the agency strategic plan is the first 
step in aligning it with the mission. 

Even though GAO and OMB are pushing for improvement of HRM align-
ment discussions in strategic and annual plans, GPRA’s primary focus is still on 
agency programs, rather than corporate functions. Therefore, we assumed at the 
beginning of this study that not many agency strategic plans would have ad-
dressed HRM’s role in mission accomplishment. We were pleasantly surprised. 
Out of the 31 strategic plans reviewed, 87 percent had addressed HRM in some 
way. Below is a breakdown of how integration between HRM and the agency 
plan is achieved, a count of how many strategic plans have integrated HRM in a 
particular way, and some examples of actual agency approaches. 

The table can be somewhat misleading, however. Although some agencies are 
clearly ahead of the pack, integration of HRM in agency plans is still evolving. 
When looking at the actual placement of strategic plan HRM discussions, they 
are generally segregated from the program-matic goals, objectives, and strategies. 
Considering that an agency’s mission cannot be achieved without its people, this 
is an important point. Could this be an indication that human resources manage-
ment is not yet recognized as a critical contributor to agency mission accomplish-
ment? In any case, it is clear that though there are some exceptions—as evidenced 
by some of the examples above—full HRM integration into agency strategic plans 
has not yet been realized. 
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The human resources issues addressed in agency plans provide insight into 
what aspects of human resources management are most important to agency man-
agement. In reviewing the plans, or even just by looking at the examples above, it 
is clear that diversity, recruitment, retention, employee development, and work-
force quality are the major areas of interest. Although these could be looked at as 
process or output programs, when they are designed and implemented well, they 
lead to the ultimate result: the right people, with the right skills, in the right posi-
tions to carry out the agency mission. 

agency HRm strategic measures 

Defining practical, meaningful measures that assess the effectiveness of agency hu-
man resources management and its support of mission accomplishment is a topic 
that agencies have been struggling with. It is easy to measure a process—how long 
does it take to complete an action? It is easy to measure productivity—how many 
actions were completed in any given time frame? But how do you measure the 
outcome of human resources management? How does an agency know if it has 
the right people, with the right skills, in the right positions to carry out the agency 
mission? Have any agencies found a way to do this? To help answer these ques-
tions, we looked to see if agencies are including HRM measures in their strategic 
plans, and what types of measures they have identified. 

Not surprisingly, 71 percent of the plans did not identify any HRM mea-
sures. Moreover, the meaningfulness and practicality of the 29 percent of agency 
identified measures could be stronger. About one-third of the 29 percent contain 
measures that are not really measures. They are lists of activities or projects that, 
when completed, will help to reach the goal. In other words, they are strategies 
labeled as measures. The other two-thirds of that 29 percent have fairly good mea-
sures that are tied to specific mission or support goals and provide seemingly rel-
evant information. However, even these fairly good measures tend to focus on HR 
processes (outputs) rather than intended outcomes. For example, some agencies 
measure the average number of employee training hours to measure workforce 
skill levels, rather than what skills are actually gained through the training or what 
skills the workforce actually possesses. See the following chart for some examples 
of the better HRM measures we saw in agency strategic plans. 

HR Involvement in agency strategic Planning 

Now that we have seen what types of goals, objectives, strategies, measures, and 
other forms of HRM integration are present in agency strategic plans, we should 
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look briefly at how these were developed. The legitimacy and ultimate value of 
these pieces of the plan will depend substantially on where they came from. 

Historically, members of the HR community have remarked on the difficul-
ty they have had “getting to the table” with top agency management. Rather 
than being involved in agency planning from the beginning, HR is commonly 
consulted after decisions have been made in order to help implement any major 
changes. Considering the invaluable perspective HR has on how decisions will 
impact agency resources, HR professionals have been frustrated that they are not 
involved sooner in the planning process. 

Therefore, it was surprising when 79 percent of the agencies we talked to indi-
cated that they do play a role in the overall agency strategic planning process. The 
roles vary from a peripheral consultant who reviews and comments on prelimi-
nary products to an integrated team member who actively helps to identify not 
only HRM agency strategic goals and objectives, but programmatic goals as well. 
Two or three of the responding agencies fall in the former category, a handful in 
the latter, and the rest somewhere in between. Later, we will discuss how some HR 
officials are able to elevate themselves to agency strategic partner, while most are 
still struggling to achieve this. 

When it comes to defining actual HRM goals, strategies, and measures, 
the roles also vary. In general, agencywide HRM-related goals, strategies, and 
measures are identified by the agency leader or other senior managers with HR 
collaboration. They decide what is most important to the agency based on the 
challenges the agency will face in years to come. Some use a more elaborate col-
laboration approach that involves agency management, HR officials, and other 
stakeholders, as is demonstrated in the presented examples from the Department 
of Commerce’s Patent and Trademark Office (PTO) and the Department of Vet-
erans Affairs (VA). Then there are the agencies that use the functional strategic 
planning approach where the HR office is tasked with coming up with the goals, 
strategies, and measures itself. In these cases, HR generally uses some type of 
feedback from customers to identify what is important to the agency and should 
be included in the plan. 

Patent and Trademark Office (PTO): HR’s Involvement in Strategic 
Planning 

The PTO’s planning process tracks closely with the diagram presented on page 6: 
the Commissioner identifies the main strategic themes; top management adds to 
the perspective through offsite retreats; the three business lines develop and rank 
their specific initiatives; and finally, representatives from all the three business 
lines come together to rank all of the initiatives and talk about how the budget 
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impacts those initiatives. HR, as well as the other administrative functions, is 
integrally involved in and present during all aspects of planning—the top man-
agement discussions, business line planning, and overall ranking and budgetary 
discussions. The administrative functions serve several purposes: to inform man-
agers what resources are available to them; to determine what resources managers 
will need; and to discuss the impact program initiatives will have on the agency. 

Department of Veterans Affairs Collaborative Approach 

The Department of Veterans Affairs (VA) Office of Human Resources Manage-
ment was integrally involved in the Department’s strategic planning process. Al-
though the program offices were the drivers for the strategic goals, the adminis-
trative functions were integrally involved in establishing how resources can be 
attained, retained, and utilized to support the programs that deliver services to 
their customer, the veterans. The HR staff worked with program planners and line 
managers in an iterative and interactive series of meetings that provided HR with 
information on the Department’s current and future business and corresponding 
human resource needs. The HR staff was able to translate this information into 
specific objectives with supporting strategies and performance goals that were 
incorporated into the VA strategic plan. 

To further refine its priorities, HR held a conference attended by approximate-
ly 300 people representing its key stakeholder groups departmentwide including: 
HR professionals, political appointees, headquarters executives, field line manag-
ers, staff offices, unions, and veterans. A “real time” strategic planning process that 
included facilitation, formal presentations, and inter-active discussions led to the 
identification and prioritization of four critical human resources “strategic oppor-
tunities” that must be dealt with if VA is to successfully accomplish its mission. 
Top management at the conference committed to supporting the pursuit of these 
strategic oppor-tunities, and, subsequently, teams including field and headquar-
ters, line and staff representatives were formed around these opportunities. 

agency annual Performance Plans 

In addition to reviewing strategic plans, we also reviewed 28 agency annual per-
formance plans to see how HRM is addressed. As mentioned earlier, performance 
plans are the yearly operational plans defining what the agency will accomplish 
in that fiscal year that will contribute to the longer-term strategic goals, and how 
they will measure accomplishment of these performance goals. Seventy-five per-
cent of the reviewed plans contain both HRM performance goals and measures. 
This is not surprising because these operational plans tend to be more process and 
budget focused than strategic plans and therefore contain more detail about the 
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resources needed to accomplish the performance goals. Therefore, administrative 
functions, in general, are represented more fully than in the strategic plan. 

The development of the performance plan is invariably more functional than 
overall strategic planning. At most agencies, each program and administrative 
function is responsible for defining its own goals and measures which it then for-
wards to the planning office for coordination into the annual performance plan. 
As with the strategic plans, the HRM goals, strategies, and measures identified by 
HR offices tend to focus more on processes or activities than on overall outcomes. 
These process measures can be helpful, but because operational goals, strategies, 
and measures help determine achievement of mission goals, they should focus 
more on whether or not the intended outcome of the activity was achieved. 

the Health care Financing administration’s Human 
Resources management strategic Plan 

The Health Care Financing Administration (HCFA) has developed a very note-
worthy approach to aligning human resources management with mission accom-
plish-ment. HCFA’s Human Resources Management Group (HRMG), Learn-
ing Resources Group (LRG), and Office of Equal Opportunity and Civil Rights 
(OEOCR) collaborated to develop a draft Human Resources Strategic Plan that 
goes beyond each of these individual organi-zation’s human resources responsibil-
ities and instead addresses the entire sub-component’s human resources manage-
ment responsibilities. It assigns accountability for specific HRM goals to HRMG, 
LRG, OEOCR, senior leadership, line managers, employees, the union, and/
or other non-HR stakeholders. The HRMG, LRG, and OEOCR worked very 
closely with the HCFA strategic planning and evaluation office to tie the plan to 
HCFA’s strategic plan. 

Specifically, the plan includes challenges that HCFA will face in the future, 
HRM goals that will support HCFA in meeting those challenges, potential per-
formance indicators and strategies for each goal, the roles and responsibilities 
of HRMG, LRG, OEOCR, managers, employees, and other stakeholders, and 
finally how to implement and assess its results. 

HR strategic Plans 

Approximately half of the agencies we talked to have developed separate Human 
Resources strategic plans. These plans generally serve one of two purposes. Either 
they provide direction for those agencies that have not integrated HRM into the 
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agency strategic plan, or they are used as implementation plans which support 
agencywide HRM goals, strategies, and measures. 

These plans are particularly important to those agencies that do not integrate 
HRM into the agencywide plan because it helps them map out where they want 
the HR program to go. They seem less important to many of the agencies that 
have thoroughly integrated HRM into the agency plan. For example, the Social 
Security Administration (SSA) has not developed a specific HR strategic plan be-
cause HR’s goals and measures are part of the agencywide approach. Then, there 
are some agencies that integrate HR extensively into the agency plan, but still 
prefer to have a separate HR operational plan supporting the agencywide plan, as 
is often done by other corporate functions such as information technology and 
financial management. 

Most of these plans focus on internal HR office program activities, rather than 
on agencywide accountability for the effective use of human resources in accom-
plishing the mission. Therefore, ownership of the plan belongs to the HR office, 
not the agency. The Health Care Financing Administration (a sub-component of 
the Department of Health and Human Services) is an interesting exception to 
this, as seen in the inset. 

As with agency strategic plans, the measures identified in HR strategic plans 
are typically process-oriented and tend to address what steps have been taken to 
achieve a goal, rather than whether the intended outcome of the goal has been 
achieved. A little over half of the agencies use management input in developing 
these plans, generally in the form of previous customer satisfaction surveys. 

strategic Implementation 
Strategic planning allows agencies to put down on paper where they are, where 
they want to go, and how they plan to get there. But the best planning in the 
world does nothing for an agency if it does not act on those plans. Strategic im-
plementation of human resources management means performing activities that 
support agency mission accomplishment and measuring how well those activities 
contribute to achieving agency strategic goals. 

strategic HRm activities 

When we talk about HRM activities, we tend to focus on what the HR office, 
itself, is doing even though we recognize that supervisors would bear the respon-
sibility of HR decisions in an ideal world. After all, NPR advocated deregulation 
and delegation and the downsizing and outsourcing of HR office activities so that 
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human resources management could take place at the line level, making it more 
responsive to mission-related needs. Additionally, the HR staff would be able to 
devote more time to broader organizational issues, thereby improving its contri-
bution to mission accomplishment. 

Unfortunately, deregulation and delegation, as reported in OPM’s 1997 spe-
cial study, Deregulation and Delegation of Human Resources Management Au-
thority in the Federal Government, have not taken hold as quickly or thoroughly 
as was hoped. HR is still doing most of the HR-related work and is the nerve 
center for HRM activities. That is why the focus of this section is on the HR office 
and what it does to support mission accomplishment. 

So what are HR’s contributions toward mission accomplishment? Although 
most line managers we interviewed cannot describe precisely which HR activities 
support specific agency strategic goals, they recognize that they could not accom-
plish their mission without HR’s help. Ironically, the areas most often mentioned 
by managers as HR’s most valued contributions are also the areas they feel need 
the most improvement: recruitment and staffing, employee development, and 
employee relations. They would like to see HR become more involved and in-
novative in these areas, but they also admit that it would be extremely difficult for 
them to get their jobs done without the help HR already provides. An interesting 
example of innovative staffing is the Federal Emergency Management Agency’s 
Automated Disaster Deployment System described on the following page. 

The Federal Emergency Management Agency: Staffing our Disasters 

The Federal Emergency Management Agency’s (FEMA) HR staff is an integral 
part of achieving the agency mission. FEMA employs approximately 2,200 per-
manent employees, but can surge to 7,000 or higher with any given disaster. With 
these highly fluctuating and extremely vital staffing needs, FEMA’s mission is 
more directly dependent on its staffing function than most other Federal agencies. 
In response to this need, HR has implemented the Automated Disaster Deploy-
ment System. This automated system allows HR to track employee credentialing 
(including knowledge and experience levels and performance ratings), availability, 
past and present assignment locations, dates of employment, and other vital em-
ployee data. With this system, HR can immediately identify available deployment 
candidates for selection as soon as disasters are declared. Additionally, the system 
allows HR to better identify employee training and promotion needs, match em-
ployee expertise with specific disaster site victim needs, and create a selection 
routine that rotates available employees, thereby avoiding employee burnout. 

Clearly, staffing, development, and employee relations are important HR ac-
tivities that make a difference to agency goal accomplishment. However, there are 
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other areas in which HR offices contribute to and align with mission accomplish-
ment, such as the few described below. 

Agency Reorganizations

Because of all of the downsizing, streamlining, and budget cuts that have been 
occurring in recent years, many agencies and sub-components have had to rede-
fine their missions and restructure the program areas that support those missions. 
Human resources staffs play key roles in some of these redesign efforts. Managers 
at the Federal Emergency Management Agency and the Department of Labor’s 
Occupational Safety and Health Administration were particularly complimentary 
of all of the work the HR staffs did to redeploy and retrain the workforce, pro-
vide guidance on organizational development issues, and redesign performance 
standards. 

Workforce Planning

In this time of budget cuts, downsizing, and an aging Federal workforce, work-
force planning becomes extremely important to increasing agencies’ overall ability 
to achieve their missions. Although few agencies have strong workforce planning 
systems in place, some are beginning to take steps in this direction. The Depart-
ment of the Army has an automated civilian forecasting system that uses 15-year 
workforce data trends to project future employment patterns, up to 7 years. This 
is part of a developing workforce planning initiative. SSA has developed a meth-
odology to predict the number of actual retirements and is developing a workforce 
transition plan that will identify current and future required skill sets, determine 
how the workforce can obtain these skills, and set action plan milestones. Ad-
ditionally, OPM is in the process of developing a workforce planning model that 
will assist agencies in this area. 

Linking Performance Management to NASA: Mission 
Accomplishment

When managers and employees are interviewed, they almost always cite the per-
formance management system as a way they are held accountable for meeting 
agency goals. So, does this mean performance management systems are aligned 
with agency strategic goals? In most agencies. the answer is "not yet"—at least 
not fully. Recently published research has identified over a dozen agencies and 
agency sub-components that have started to fomulate systematic approaches to 
aligning performance management to strategic goals. Most are starting by linking 
top management performance plans and contracts to agency goals and rating and 
rewarding executives based on achievement of those goals. Many of those agencies are 
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planning to cascade the alignment down to the employee level. OPM's 1999 pub-
lication, A Handbook for Measurin Employee Performance: Aligning employee 
Performance with Organizational Goals, is a very useful tool to help agencies link 
employee performance to the goals of the organization and measure employee 
accomplishments.

A couple of agencies actually mandate the linkage of employee level plans to 
agency goals, while others are using team-based performance management ap-
proaches that include performance targets, informal team assessments, and awards 
that are linked to mission goals. The National Aeronautics and Space Administra-
tion (NASA), as shown in the inset, actually has an automated system that assists 
in the linkage. Nevertheless, as the General Accounting Office (GAO) concluded 
in its study, Performance Management: Aligning Employee Performance with 
Agency Goals at Six Results Act Pilots, aligning performance management sys-
tems with organizational missions and goals is still a “work in progress.” 

HR Self-Assessment

A handful of agency and sub-component HR offices are actually assessing how 
well their programs align with agency mission accomplishment as part of recently 
established HR self-assessment programs. These assessment programs focus on the 
compliance of HR activities with law as well as how effectively HR programs are 
achieving their objectives in support of mission accomplishment. Because these 
assessment programs are fairly new or are in the process of being revamped, it is 
too soon to tell the success they will have in measuring HR’s impact on organiza-
tional mission accomplishment. 

HRm measurement 

In the end, HR can only determine its value to the organization by measuring it. 
Earlier in this report, we saw that most agencies had at least defined HR output 
measures in agency strategic plans, annual performance plans, and/or HR strate-
gic plans. This is an encouraging trend, but we need to look further at whether 
these measures are actually being tracked and used for decision-making. The best 
measures in the world are meaningless if not used. 

HRM measures in the strategic and annual performance plans are usually 
tracked by the HR office and forwarded to the planning office for distribution and 
sharing of the information. A few agencies, such as NASA, SSA, and Education, 
report actually using the information for decision-making and tracking whether 
goals are being met. NASA even posts the information on its web page. However, 
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we found that most agencies look at available data without really evaluating how 
the information can be used to enhance goal attainment. 

HR staffs find that measures from HR strategic plans tend to be more use-
ful than those in the agency strategic or annual plans, at least at the functional 
level. As discussed earlier, HR strategic plan measures tend to focus on internal 
HR programs, policies, and processes, and can therefore point to deficiencies in 
these areas. HR officials can then use this information to make improvements to 
the problem areas. From an organizational perspective, however, the measures are 
generally not very helpful in determining achievement of HR goals because they 
are process rather than outcome oriented. 

Few agencies have implemented elaborate systems to track HRM goals and 
measures. Nonetheless, there are quite a few interesting approaches some agencies 
are using to measure their HRM performance. 

Benchmarking is a systematic process of measuring an organization’s products, 
services, and practices against those of a like organization that is a recognized 
leader in the studied area. Many Federal HR offices are using this practice to iden-
tify ways to improve service and align with business results. The most common 
benchmarking effort Federal HR offices have participated in is the National Acad-
emy of Public Administration-Hackett Group HR Benchmarking Study. There 
are at least 19 Government agencies involved in the benchmarking of 22 HR 
processes within four areas: administration, risk management, employee develop-
ment, and decision support. The study also helps to gauge HR alignment through 
decision support categories such as resource planning, organizational planning, 
and strategic HR planning. Most participating agencies see the value in the infor-
mation but have not devised strategies for how to use it. 

The Balanced Scorecard is a framework many agencies are using to translate 
strategy into operational terms by measuring a full range of perspectives: financial, 
customer, internal, and learning and growth. Vice President Gore advocated the 
use of this type of balanced set of results to evaluate agency performance at the 
Global Forum on Reinventing Government, January 1999. The scorecard is gen-
erally used at the business unit level, as with the Veterans Benefits Administration 
(see insert). To date, most agencies are in the beginning stages of implementing 
balanced measurement approaches. 

Activity Based Costing (ABC) is a method of cost management that deter-
mines the true cost, including overhead, for a service or product. Finding the 
true cost allows agencies to discover cost improvement opportunities, prepare and 
actualize strategic and operational plans, and improve strategic decision-making. 
This cost management methodology involves identifying activities, determining 
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activity costs, determining cost drivers, collecting activity data, and calculating 
the service cost. 

Veterans Benefits Administration’s New York Regional Office: The 
Balanced Scorecard in Action 

The Veterans Benefits Administration’s New York Regional Office implemented a 
balanced scorecard that uses outcome measures linked to organizational goals at 
the team, core group, and division-wide levels. The purpose is to determine how 
successful its operations are and where improvements are needed. This “balanced 
scorecard” measures five performance areas: customer satisfaction, speed, accu-
racy, cost-perclaim, and employee development. For each element in the balanced 
scorecard, teams are awarded points based on how well they are performing, and 
the scorecard is aligned with individual employee assessments and incentive pay. 
Veterans’ expectations are used to define customer performance targets, and em-
ployee measures are derived from climate surveys, team development data, and 
technical skills inventories. 

HR has played an important role in designing the balanced scorecard, includ-
ing developing measures, peer assessments, and other tools, as well as helping 
managers understand the approach and how to manage under it. 

ABC is being explored by a number of agencies. The Patent and Trademark 
Office is using ABC agencywide, and the General Services Administration is using 
it to determine HR costs, as described on the following page. 

The Malcolm Baldrige and the President’s Quality Award Criteria are each 
based on a set of core values and concepts that integrate key business requirements 
into a results-oriented framework. Using the criteria as a framework for manage-
ment practices and measurement can help agencies to improve performance, fa-
cilitate communication and best practice sharing, and serve as a tool for managing 
performance, planning, training, and assessment. HR measures are 15 percent of 
the total Baldrige framework score.4 Several agencies, most notably the Depart-
ment of Navy’s Inspector General’s Office, have successfully used the criteria to 
assess agency mission programs. 

Measuring True Cost and How to Use It 

Both the General Services Administration (GSA) and the Department of Com-
merce’s Patent and Trademark Office (PTO) have successfully used Activity Based 
Costing (ABC) to determine the true cost of human resources management  
services. 
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The General Services Administration began tracking HR costs due to customer 
complaints that services were too expensive. The problem was that no one, includ-
ing HR, knew the actual cost of HR services. By using Activity Based Costing, 
GSA was able to compute the HR activity costs and make comparisons to other 
Government and private sector organi-zations using the Hackett Benchmarking 
Study data. HR demonstrated to managers that its costs were actually relatively 
low, and it had the data to prove it. 

The Patent and Trademark Office (PTO) has engaged in agencywide Activity 
Based Costing. All senior managers were trained in the process, and each func-
tional area, including HR, formed teams to identify activities, activity-based driv-
ers, and primary products. PTO has used the information to close out fiscal year 
1998 financial activities and to plan the fiscal year 2000 budget. ABC has helped 
determine the full cost of agency activities, the proper distribution of costs, and 
has even influenced service rates. An additional benefit to the system is that it has 
encouraged strategic thinking. Managers see how much a function, such as HR, 
costs and starts asking what value that function really adds to the program. This 
challenges HR to show its value and return on investment. 

strategic Relationships 
The lynchpin that holds all of this planning and implementation together is the 
relationship between HR executives and staffs and agency management. In the 
past, there was often much contention between the two groups because of HR’s 
role as “gatekeeper,” enforcing the laws, rules, and regulations. Now, with the 
role of the human resources staff shifting toward achieving organizational results, 
HR and management need to work together to further HRM’s ability to have an 
impact on agency decisions and achievement of goals. So, let’s take a look at how 
well these relationships have been fostered thus far. 

corporate HR and top agency management 

The relationship between corporate HR and top agency management varies great-
ly by agency. A few agencies, like SSA, NASA, Air Force, and GSA, have been able 
to develop strong working relationships with management in which HR is a full 
member of the agency decision-making body. Most other agency HR executives 
have not been so fortunate. They are generally brought into the agency decision-
making process during the implementation phase rather than being consulted 
in the beginning on how decisions may impact agency human resources or vice 
versa. 
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For some agencies, it has been a hard road “getting to the table.” For others, 
it has been more of a natural transition. In exploring how to elevate HR’s role to 
management partner, agencies where this has been achieved attribute their success 
to a combination of the following factors: 

•	 Reporting relationships—In agencies where there is a direct reporting relation-
ship between the head of HR and the head of the agency, HR generally has a 
more visible role in agency decision-making. 

•	 Management advocates—In agencies where there is a strong HR advocate in 
senior management, HR enjoys more involvement in the agency decision-mak-
ing. 

•	 Credibility—HR representatives who are formerly program managers tend to 
earn more credibility from the other managers. This type of individual knows, 
first hand, what the program concerns are and how HR decisions will impact 
the program, and can speak the same programmatic language. 

•	 Culture—In some agencies, the recognition that its people are its most impor-
tant asset has traditionally been part of the culture. Therefore, it is natural for 
the HR leader to have a voice in agency decisions. 

•	 Value—In all cases, HR has to bring value to the discussion in order to be con-
sidered a member of the management team. If you have little or nothing to offer, 
you will not keep your seat at the table. 

Because HR executives have little control over agency reporting relationships, 
management advocacy, executive appointments, and agency culture, they need 
to focus their efforts on providing value to agency business discussions. But what 
kind of calue can HR bring to the agency decision-making table? Other corporate 
functions have no problem demonstrating their value. The Chief Fnancial officer 
has the money. The Chief Information officer has the technology. Without money 
and technology, an organization is severly hindered. But HR has the people, and 
without the people, the organization has no one to do the work. So why has HR 
not been able to capitalize on this strength? We are able to idetify two reasons.

First, HR has not historically had the statistics or data that can excite manage-
ment and show how HRM influences agency success. Second, HR has focused 
on internal operations rather than activities that impact the entire agency. These 
facts are recognized by the Strategic Human Resources Roundtable, an OPM-
sponsored working group of Governmentwide HR Directors that meets periodi-
cally to discuss HR’s role in GPRA. This group acknowledges that to address these 
shortcomings, HR needs to ask itself what are the HRM concerns that will gain 
management’s attention, and does HR have the data that can help address those 
concerns? SSA has done this, as is demonstrated in the above inset. 
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Now that we have explored the relationship between HR executives and 
top agency managers, we need to look at how the HR office interacts with its 
line managers and if there has been any movement toward a more cooperative, 
consultative relationship. HR’s role is changing, but is HR changing with it? As 
discussed earlier, NPR advocated HR delegating, downsizing, and outsourcing 
so that it could start concentrating on broader organizational issues rather than 
transactional processes. As we have seen, this is beginning to occur at the corpo-
rate level, but what about the line level? 

The problem is that delegation to managers has not taken hold very quickly, 
but HR offices have already been downsized. Therefore, HR is still expected to do 
the transactional work it did before, while also focusing on broader organizational 
issues, and doing all of this with an average of 20 percent less staff.5 It is not hard 
to understand why agency HR offices are struggling to redefine their role to stra-
tegic partner. Just how far have they gotten? 

HR as Consultant

Most agency managers we interviewed acknowledge that their HR office has be-
come more consultative. Rather than telling a manager he/she can or cannot do 
something, HR professionals are more helpful in finding solutions to HR issues. 

HR as Contributor to Mission Accomplishment

These same managers also recognize the importance of the HR office to mission 
accomplishment. There is so much that HR does for managers in terms of recruit-
ment and staffing, employee development, and employee relations that managers 
would have difficulty doing it on their own. However, HR does have its limita-
tions, particularly the size of the staff in relation to the amount of work it has to 
do, its knowledge of the mission, and skill gaps resulting from downsizing. 

HR as Strategic Partner

Few, if any, agency managers feel that their HR office is a true strategic partner. 
Few HR offices are included in business planning from the beginning, generally 
being brought in to implement a decision that has already been made. For HR 
to become more involved in line-level decision-making, managers would like the 
office to: 

•	 have greater knowledge of the organizational mission, and

•	 get more involved and innovative in broad, organizational HR issues that im-
pact most on the organization, such as recruitment and workforce and succes-
sion planning.
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HR has made some headway, as demonstrated in the following NASA ex-
ample, but clearly has some distance to go in being involved in line management 
decision-making. Now let’s look at the other side of the coin—how managers are 
involved in making decisions about HR programs. Most line HR offices involve 
managers at least at an informal level, generally through satisfaction surveys or 
informal discussions. A few have HR/management councils that get together pe-
riodically to discuss human resources issues. This is as close as agencies get to real 
integration of managers into the HR program decision-making process. Gener-
ally, managers do not feel that they have a large impact on the direction of HR 
programs and therefore feel little ownership for them. 

nasa’s centers Working together 

NASA has 10 field centers, and each of these centers maintains a strong sense of 
its own identity and purpose and a strong enthusiasm for its mission. At the same 
time, each center can identify the linkage to the agency mission. This sense of 
empowerment appears to help motivate the center HR staffs to actively support 
that identity and purpose. Personnel officers generally participate in deliberations 
on center affairs. HR staffs are proactive in their work by making site visits, at-
tending line staff meetings, asking managers for input on HR issues, and briefing 
managers about changes in HR programs. Managers are impressed with HR’s 
availability, knowledge, and resourcefulness. This symbiosis is portrayed well in 
results from various employee surveys, data trends from the Central Personnel 
Data File, and third party evaluations of the HR program. 

accountability 

With the developing relationship between HR and management, both at the top 
and line levels, along with NPR and GPRA mandates, accountability should be-
come a shared responsibility. Managers are making more and more HRM deci-
sions while the HR staff is becoming more involved in broader organizational is-
sues. This means that both the HR staff and managers are ultimately accountable 
for effective, legally compliant HRM. 

Is this shared accountability occurring in Federal agencies? Approximately half 
of the respond-ing agencies agree that HRM accountability is shared between 
the HR staff and managers. Managers are accountable for the business results 
achieved through good human resources management, the HR staff is account-
able for HR compliance, and both are accountable for the overall effectiveness of 
the agency HRM program. However, the other half still feels that the ultimate 
accountability falls on the HR staff. They are the ones responsible if actions are 
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found non-compliant, and little attention is given to whether managers’ HRM 
decisions are an effective use of resources. OPM’s HRM Accountability System 
Development Guide goes into quite a bit of detail on shared accountability and 
can assist agencies in understanding the concept, determining who is accountable 
for what, and devising strategies for how to hold them accountable. 

Where do We go From Here? 
Strategic alignment of human resources management has come farther than we 
expected to find when we embarked on this study. There is definitely a trend 
toward integrating HR into the business planning process, measuring aspects of 
human resources management and its contribution to the organizational bot-
tom line, and establishing a collaborative working environment between HR and 
management. Nevertheless, there are several indications that human resources 
management is not yet recognized as a critical contributor to agency mission ac-
complishment. HRM alignment is still evolving, and there are several steps agen-
cies can take to help it along. 

Fully Integrate Human Resources management into the 
business Planning Process

Although many more agencies than expected include HR representatives in the 
agency planning process and integrate human resources goals, objectives, and 
strategies into agency strategic plans, most are still struggling in this area. Agency 
executives need to recognize the value that HR can impart to discussions about 
agency activities, priorities, and goals. In turn, HR leaders need to understand 
agency mission needs and be able to contribute substantive, creative solutions to 
meet these needs. Once these realizations occur, HR will no longer be segregated 
out as a support function but will become an integral, contributing factor to 
agency planning and success. 

Focus on organizational activities that assist in agency 
decision-making

Because of NPR mandates to downsize, streamline, and improve customer service, 
HR’s recent improvement efforts have focused on the efficiency and effectiveness 
of traditional HR programs and processes. These are important endeavors. How-
ever, in response to GPRA’s call to measure performance and demonstrate value, 
it is time to start concentrating efforts outside of the traditional realm of HR and 
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on to broader organizational issues. When HR demonstrates that it can have an 
impact on agency direction, then it will gain credibility with agency executives 
and earn a seat at the table. To generate that type of impact, HR needs to develop 
strategies based on actual business needs, which will require involving manage-
ment in the planning process. In addition, it must address Governmentwide con-
cerns about the workforce capabilities of the future, such as workforce planning, 
succession planning, training needs assessments, skill gap analyses, etc. 

measure HRm outcomes

HR’s role is evolving. Therefore, HRM measures need to evolve as well. As HR be-
comes more involved in broader organizational activities, HRM measures should 
evaluate the impact these activities have on the organization as a whole. At this 
point, measures typically focus on outputs and processes and are generally inter-
nalized to the HR function or office. The data are used mostly to make improve-
ments to HR-specific policies and procedures. While this kind of measurement is 
important, measures should also focus on organizational outcomes. Information 
from these measures should then be used to inform agencywide decisions and find 
solutions to agencywide concerns. 

advance the collaborative Working environment between 
HR and management

To facilitate all of the changes recommended above, HR has to have a strong, 
collaborative working relationship with top agency and line management. Since 
there is no tradition in most agencies of HR as strategic partner, much depends 
on personal relationships established by HR officials with top managers and key 
line managers. Meanwhile, HR and agency management need each other more 
than ever. Authorities are being delegated to line managers, HR staffs are being 
downsized, and top agency management is being asked to show how its resources 
are being used to support mission accomplishment. HR must be able to make the 
case that everyone in the agency, from the agency leader down to the HR func-
tion, must share accountability for ensuring that the use of human resources not 
only complies with Federal laws, rules, and regulations, but adds to the success of 
the agency. 

This shared accountability is beginning to occur. HR management is begin-
ning to earn a seat at the table. HR line offices are becoming more consultative 
and involved in day to day management activities. Nevertheless, there is still a 
long way to go in becoming strategic partners. First, HR needs to build its own 
internal competencies to deal with organizational issues, change, and strategizing. 
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Further, it needs to educate itself on agency and program missions in order to 
understand what is important to those organizations and be able to offer creative 
and innovative alternatives and solutions to organizationwide issues. Finally, it 
must continually assert the absolute criticality of effective HRM to organizational 
success. 

conclusion 
This all looks so easy on paper. Do this, do that, and you will be aligned with 
the mission and able to demonstrate your contribution toward it. Obviously, it 
is not that easy. Private sector, public sector, and some Federal entities have been 
struggling with this issue even before GPRA was enacted—and that works to our 
advantage. There is a wealth of information out there that can help—hundreds of 
articles, books, and studies have been written, numerous tools have been created, 
and many organizations have already tested a number of approaches. We can learn 
from all of these successes and failures. 

But the only way to begin is to begin. To help start you on this path, we have 
included a rather extensive, though certainly not all-inclusive, bibliography in the 
appendix of this report. In support of its program to foster development of agency 
accountability systems, OPM will also offer assistance to individual agencies in 
developing strategies for strategic alignment and has created a Governmentwide 
clearinghouse that will provide information on additional real life, successful ap-
proaches that agencies are employing (currently available on the OPM web page). 
It is in all of our interests to ensure that Government establishes and maintains 
a highly skilled workforce that can handle the demands of the 21st century. To 
achieve this goal, we must all work together. 

appendix a: non-Federal Findings 
For some reason, people tend to think that the Federal Government has fallen 
far behind the private sector, and even other public sector entities, when it comes 
to aligning human resources management with agency mission accomplishment. 
Although we did not talk directly with private or non-Federal public sector repre-
sentatives, we conducted a fairly in-depth literature search that tells a somewhat 
different story. 

Private sector 

There are many conflicting views on where the private sector is in regard to HRM 
alignment. For instance, the Conference Board recently conducted a poll of 155 
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private sector HR executives, and 63 percent responded that HR is “never, rarely, 
or only sometimes” a major player in the companies’ strategic process. A Price-
waterhouse-Coopers poll indicates that although 75 percent of the responding 
70 companies reported that HR’s effectiveness is measured by its contribution to 
business results, only 27 percent include HR from the beginning of the business 
planning cycle. Further, 43 percent rated HR’s planning and policy effectiveness 
as only average while a mere 6 percent rated it as excellent.6

Other private sector surveys and studies over the past few years, however, have 
found that HR has been integrated into the strategic planning process, HR ex-
ecutives and top company management are strategic planning partners, HR is 
recognized for the importance of its role in implementing organizational change, 
and HR is viewed as critical to the success of the business. Clearly, there are many 
private sector organizations that exemplify “best-in-class” alignment strategies. 
They have implemented such alignment approaches as the Balanced Scorecard, 
Return on Investment, Activity Based Costing, Malcolm Baldrige Award-type 
criteria, and more. They recognize the importance of their employees to business 
results, and HR is considered a valued strategic partner. However, even with a 
number of “best practices” out there, the research agrees that HR alignment, even 
in the private sector, is still a work in progress. 

non-Federal Public sector 

According to recent research, the non-Federal public sector is in much the same 
boat as the Federal sector. As the Government Performance Project pointed out 
in its recent study, State governments run into many of the same HR problems 
as the Federal Government—rigid rules, lack of strategic management decisions, 
absence of statewide HR data, lack of workforce planning or the ability to plan 
for the future, etc. State governments have begun making HR reforms, such as 
reducing job classifications and streamlining hiring procedures. However, as with 
the Federal Government, States are focusing more on the efficiency and effective-
ness of programs than how they support the bottom line.

That is not to say that local, State, and even foreign governments have not 
been able to align themselves with mission accomplishment. A few cases can be 
most instructive for Federal agencies as they ponder this issue. The City of Hamp-
ton, Virginia HR staff has played a large role in increasing the performance of 
government services through improvements to work environment, organizational 
structure, work design, employee behaviors and organizational systems. The state 
of Washington is developing and enhancing HR information systems in support 
of mission accomplishment, is using personnel data to identify improvement ini-
tiatives, and includes the Director of Personnel in the Governor’s Cabinet. The 
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Canadian Treasury Board and HR Council of the Federal Government of Canada 
are developing approaches to measuring HR efficiency, effectiveness, and mission 
contribution. There are many other examples of how the public sector is moving 
toward aligning HR with mission accomplishment. Nonetheless, the research in-
dicates that the non-Federal public sector, too, is only in the beginning stages of 
this transformation. 
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Background

Since  the  beginning  of  the  21st  century,  development  assistance  for HIV/
AIDS has increasingly been provided through Global Health Initiatives,  
specifically the United States Presidential Emergency Plan for AIDS Relief, 
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the Global Fund to Fight HIV, TB and Malaria and the World Bank Multi-
country AIDS Programme. Zambia, like many of the countries heavily af-
fected by HIV/AIDS in southern Africa, also faces a shortage of human re-
sources for health. The country receives significant amounts of funding from 
GHIs for the large-scale provision of antiretroviral treatment through the 
public and private sector. This paper examines the impact of GHIs on hu-
man resources for ART roll-out in Zambia, at national level, in one province 
and two districts.

Methods

It is a qualitative policy analysis relying on in-depth interviews with more 
than 90 policy-makers and implementers at all levels.

Results

Findings show that while GHIs do not provide significant funding for ad-
ditional human resources, their interventions have significant impact on hu-
man resources for health at all levels. While GHIs successfully retrain a large 
number of health workers, evidence suggests that GHIs actively deplete the 
pool of skilled human resources for health by recruiting public sector staff to 
work for GHI-funded nongovernmental implementing agencies. The second-
ment of GHI staff into public sector facilities may help alleviate immedi-
ate staff shortages, but this practice risks undermining sustainability of pro-
grammes. GHI-supported programmes and initiatives add significantly to the 
workload of existing public sector staff at all levels, while incentives including 
salary top-ups and overtime payments mean that ART programmes are more 
popular among staff than services for non-focal diseases.

Conclusion

Research findings suggest that GHIs need to actively mediate against the 
potentially negative consequences of their funding on human resources for 
health. Evidence presented highlights the need for new strategies that integrate 
retraining of existing staff with longer-term staff development to ensure staff 
retention. The study results show that GHIs must provide significant new and 
longer-term funding for additional human resources to avoid negative conse-
quences on the overall provision of health care services and to ensure sustain-
ability and quality of programmes they support.

background
There is a shortage of human resources for health (HRH) throughout sub-Saha-
ran Africa [1]. Many countries in the region are also experiencing significant HIV  
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epidemics, with an estimated 2.12 million persons needing antiretroviral medi-
cines [2]. The lack of adequate human resources for health directly affects coun-
tries’ ability to provide antiretroviral treatment to their population [3]. The disease 
burden of HIV and HIV-related mortality among health sector staff has further 
reduced human resources [4], at a time when the introduction of antiretroviral 
treatment in the public health system has substantively increased the workload of 
staff [5] and created an urgent need for additional human resources [6,7].

Strategies to address human resource deficits have centred around staff reten-
tion (through incentives such as allowances, salary top-ups, and better working 
conditions) and retraining, including shifting as many tasks as possible away from 
doctors, nurses and pharmacists to non-clinical staff, enabling clinical staff to con-
centrate on their specific areas of expertise [3,5,7]. In Malawi for example, where 
special attention has focused on addressing the shortage of human resources for 
health, all health sector workers have received a salary top-up to increase staff mo-
tivation, financed by funding provided to the Malawian Ministry of Health [8].

Many of the countries heavily affected by HIV and AIDS, which are facing a 
human resource crisis, are receiving large amounts of donor funding, including 
support for the large-scale provision of antiretroviral treatment through the public 
sector and private sector. Since the beginning of the 21st century, development as-
sistance for HIV and AIDS has increasingly been provided through partnerships 
and Global Health Initiatives (GHIs), specifically the United States Presidential 
Emergency Plan for AIDS Relief (PEPFAR), the Global Fund to Fight HIV, TB 
and Malaria and the World Bank Multi-country AIDS Programme [9].

Evidence of the impact of GHI programmes on human resources at country 
level, especially at subnational level, is limited. However, some studies have ex-
amined their impact in Ethiopia [10], and in Uganda, Mozambique and Zambia 
[11,12], and research findings are forthcoming from studies in Malawi and other 
countries[13].

This paper examines the impact of GHIs on human resources for ART roll-out 
in Zambia, at national, province and at micro level in two districts. The focus is 
on GHI’s ability to contribute to retain and retrain staff, and also on unintended 
consequences of their programmes on human resources for health.

methods
The paper draws on more than 90 in-depth interviews with policy-makers and 
implementers at national and subnational level, engaged in processes governing 
the implementation of ART roll-out. Actors interviewed include national, provincial 
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and district representatives from government institutions; the donor commu-
nity; governmental and nongovernmental service providers; doctors and nurses; 
NGOs supporting the roll-out; programme managers; community workers; and 
networks of people living with HIV/AIDS.

Interviews were conducted in Zambia between August and December 2007, 
as part of wider, comparative research on policy processes relating to the imple-
mentation of ARV roll-out at national, provincial and district level. Interviews 
were conducted at national level, as well as at provincial level in one province, and 
district-level research was conducted in two districts within the focus province. 
Interviewees were selected based on a “snowballing” process originating from an 
in-country advisory panel, made up of academics, representatives of nongovern-
mental organizations, a Zambian clinician and a representative of a network of 
people living with HIV/AIDS.

Interviews were semistructured and used an interview guide that was tested 
and revised in consultation with the in-country advisory panel. Actors were in-
terviewed about their perception of implementation processes relating to ART 
roll-out, as well as their role and personal history in relation to these processes. 
Where permission was granted, interviews were recorded and transcribed; other-
wise extensive notes were taken.

A subset of 32 interviews was selected for this paper in which interview con-
tent focused on both GHIs and human resources. Interviews were analysed to 
identify five key themes identified: training, “top-ups,” mentoring, coordination 
and recruitment of staff.

The research conducted is qualitative, so relies on, and is limited to, the per-
ceptions of persons interviewed at national level, in one province and two dis-
tricts, who are working in the ART roll-out and interacting with GHIs regularly 
in their work. To better understand the perceptions of actors at different levels, 
the results and discussion section highlight at which level—national, province or 
district—interviewees operate.

Where possible, the paper draws on available secondary research and data 
on human resources obtained by the authors during the research, allowing for 
validation of data collected. Given the recent, unfolding nature of the ART roll-
out, and the limited secondary data available, this paper provides an empirical, 
contemporary spotlight on an underresearched and changing area. The research 
for this paper was conducted as part of a “twinning” project between a Zambian 
researcher and a UK researcher. Ethical clearance for the research was granted by 
the ethics committees of the University of Zambia and the London School of 
Hygiene and Tropical Medicine.
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Results and discussion
Human Resources for Health in Zambia

Zambia faces a severe shortage in human resources, exacerbated by the country’s 
HIV epidemic—an estimated 1.2 million (17%) Zambians are currently living 
with the virus—with less than a third of the recommended doctor-patient ratio 
[14] to treat the population. But the shortage of human resources for health is 
not limited to doctors, nor are they in the shortest supply. The greatest need is for 
laboratory technicians, followed by pharmacists, doctors, nurses and data moni-
tors [interview, national level, November 2007].

Other problems have also been identified. For example, there is a rapid turnover 
of staff, high staff absenteeism [15] and an unequal distribution of staff between 
rural and urban areas [16,17]. Ministry of Health data revealed that in 2006, 368 
staff members joined the public health sector, while 380 left the sector, highlight-
ing a continued loss [15]. The main causes of attrition of health workers in 2004 
were death and resignation of workers from the health service [16]. High vacancy 
rates of health posts throughout the public sector are well documented [14,15].

The human resource crisis is particularly urgent in relation to the ART roll-
out, given the complexity of ART. Medicines need to be taken daily for the re-
mainder of a person’s life, and patients need to be initiated on the medication and 
reviewed on a regular basis by a doctor. Patients are also counselled by either a lay 
counsellor or a nurse on the importance of adherence to the treatment regime and 
a healthy lifestyle, while drugs need to be ordered and administered by a phar-
macist. Despite the constraints, Zambia has had remarkable success in scaling up 
access to ART in the public sector. Between 2003 and the end of 2007, more than 
130,000 persons were initiated on antiretrovirals out of 250,000 to 300,000 who 
are estimated to need such medication [interview, national level; October 2007].

To address the shortfalls in human resources, the Zambian government devel-
oped a specific human resources strategy in 2005, which has since received sup-
port from different donors. At the time this research was conducted, however, the 
only targeted human resource intervention receiving donor support, including 
through PEPFAR funding, was the rural retention scheme. This includes incen-
tives to attract doctors into rural areas, including better housing, a car and a cash 
allowance [14].

gHIs in Zambia

Zambia receives significant amounts of funding for its HIV programme from 
three Global Health Initiatives: the United States Presidential Emergency Plan 
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For AIDS Relief (PEPFAR); the Global Fund to Fight AIDS, TB and Malaria; 
and the World Bank Multi-country AIDS Programme (MAP). In 2006 PEPFAR 
money alone made up 63% of all funding for HIV in Zambia [18]. This was in 
addition to resources for HIV from the World Bank MAP and the Global Fund.

However, mapping the flow of funding provided by individual GHIs in sup-
port of the public ART treatment programme is difficult[19]. This is in part be-
cause much of the funding supporting public sector programmes is channelled 
through NGOs or other private institutions and not directly to the government. 
For example, a recent study revealed that less than 5% of all PEPFAR funding for 
Zambia in 2005 was received by the government [19]. In some cases it is difficult 
to differentiate expenditure between intervention areas, such as treatment, pre-
vention or care. Data on actual expenditure, i.e. funding disbursed to recipients 
at the country level, is also not easy to obtain, since PEPFAR and the World Bank 
MAP, for example, do not publicly share this information [18].

Despite the limitations in detailed information, broad information on fund-
ing was obtained. Interviews with key stakeholders confirmed that the prepon-
derance of funding for treatment roll-out in the public sector is through GHIs, 
even if this is provided in the form of technical support and not direct funding to 
the government. Through consulting recent planning documents, a Ministry of 
Health official responsible for planning the ART roll-out for 2008–2009 expected 
“50% to 52% of funding from PEPFAR, 34% from the Global Fund and 10% to 
15% or so from other sources” [interview, national level, November 2007].

PEPFAR funding is not allocated through the Ministry of Health but in-
stead to US and national subrecipients, who then provide a range of support for 
prevention, care and treatment to facility, district and provincial level. PEPFAR 
subrecipients are mainly NGOs, (but also academic, private sector and govern-
ment institutions) and, as they essentially implement the PEPFAR programme, 
they are also referred to as PEPFAR implementers. The impact and forms of this 
support concerning human resources, specifically support provided for treatment 
roll-out, are explored later.

The World Bank MAP grant, while in part envisaged to support the Ministry of 
Health’s procurement of ART [20], in practice supported other elements of the pro-
gramme, including laboratory supplies [interview, national level, November 2007] 
[18]. Global Fund resources are directly received by the Ministry of Health and at 
the time of conducting this research were paying for the actual ARV medication.

the study Focus Province and district

The shortage of human resources for health was evident in the two study districts. 
At the time of conducting this research, six public sector clinics in one of the 
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focus districts provided treatment to a population of 363,734 (GRZ 2000) with 
a staff of three doctors, one pharmacist and a changing number of technical (also 
called clinical) officers and nurses. In the second focus district, with a population 
of about 450,000, two doctors rotated between five clinics providing ART. Since 
2004 more than 4000 people have started ART in each of the two districts, in 
clinics run by the district, with no additional staff provided by the Ministry of 
Health for these services.

In the study focus districts and province, public sector roll-out of ART was 
supported by one PEPFAR implementing agency, while additional PEPFAR sup-
port was provided for a private hospital in one of the districts. Funding to the 
Ministry of Health for actual medication and laboratory equipment aside, World 
Bank MAP and Global Fund support in the study districts and province focused 
on non-clinical interventions. In terms of supporting the clinical treatment roll-
out at subnational level, PEPFAR implementers emerged as the most visible pres-
ence during the period of this research.

gHI’s addressing the Human Resources for Health shortage

While GHIs do not provide direct financial support for additional human re-
sources in the public sector, their programmes address the shortage in human 
resources through training for health care workers and volunteers in all aspects 
required to support the treatment programmes. They also provide allowances such 
as overtime payments, “top-ups,” or payments of expenses, especially for volun-
teer counsellors or treatment support workers.

PEPFAR-funded programmes also provide ongoing mentoring or technical 
support in health facilities. This refers to clinical staff employed by a PEPFAR 
implementing organization who support health facilities, such as clinics or hospi-
tals, on a regular basis (for example, through visits about once a week) to discuss 
issues relating to the treatment programme. They assist with questions relating 
to clinical management of patients. The exact models for technical support vary. 
Some PEPFAR organizations have staff based at provincial level, others send sup-
port teams from the capital on a regular basis.

In addition, PEPFAR implementers pay for, or second, data entry clerks in 
health facilities they support. These clerks record the number of persons who 
receive ART. Data are reported to both the Ministry of Health and PEPFAR. 
Similarly, clinical care specialists have been employed by a PEPFAR-funded or-
ganization and seconded to the provincial health directorates in each of Zambia’s 
nine provinces.

While each of these interventions aims to alleviate the human resource short-
age in relation to ART, examining their impact at district and provincial level in 
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detail suggests possible negative, unintended consequences. The following dis-
cusses each of these interventions in turn, based on the evidence emerging from 
interviews with key stakeholders.

“top-ups”: the Impact of Incentives for Health Workers in 
aRt delivery

PEPFAR-implementing organizations provide “top-ups” to public health care 
workers and community volunteers working on the ART programmes they sup-
port. “Top-ups” are either overtime payments for shifts worked in the ART clinic 
or transport costs for meetings for those working on PEPFAR-funded health pro-
grammes. These incentives go a long way in motivating public health workers to 
work in the ART clinic. All nurses interviewed as part of this research confirmed 
that among their colleagues the ART clinic is the most popular [interviews, dis-
trict level, October and November 2007], and their enthusiasm was echoed by the 
observations of policy-makers that ARV clinics or programmes are liked by staff.

While this suggests that “top ups” are successful in motivating staff to work on 
the ART programme, it raises concerns about possible unintended consequences. 
A recent study conducted among health care workers in three Zambian districts 
found that on average only 7% of health workers who had delivered non-HIV ser-
vices had received incentives, underlining the clear financial benefits arising from 
involvement in ART delivery and causing imbalances between different parts of 
the service [11].

Some interviewees were concerned about the distorting effect of such pay-
ments, diverting attention and resources from non-focal diseases [interview, na-
tional level, October 2007]. Evidence collected was not clear on whether or not 
this is the case in the day-to-day delivery of services at health facility level.

However, policy-makers and planners interviewed at national level felt strong-
ly that their work had focused largely on HIV and related diseases, to the neglect 
of other equally urgent health issues. This may possibly be a reflection of the time 
and attention devoted at that level to coordination of these activities. One senior 
Ministry of Health official observed, “HIV, TB and malaria have taken almost 
90% of our time, not to mention that they have also taken most of our budgetary 
money to the extent that we have actually neglected what we call noncommuni-
cable diseases” [interview, national level, October 2007].

The provision of short-term incentives such as top-ups may also have implica-
tions for sustainability, including quality of care. Speaking about the effect on the 
quality of care in the longer term, a senior Ministry of Health official explained: 
“They [donors] support short-term incentives ...but those are highly unsustainable 
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because they are applied for a year. You put so many people on treatment because 
you are providing services to the health worker, then the following year there is 
nothing ...” [interview, national level, November 2007].

What this official points to is the effect of the one-year funding cycle of PEP-
FAR, which means that incentives cannot be guaranteed beyond that time frame, 
which may create resentment among existing staff members, who narrowly miss 
out on receiving top-ups or change their performance from year to year. There may 
also be a negative impact on long-term quality of care if top-ups are withdrawn 
after a year, and this underlines concerns about sustainability of the programmes. 
An advisor to the Ministry of Health said: “They [GHIs] are going to leave every-
thing flat when they leave” [interview, national level, November 2007].

This suggests that while top-ups or incentives are successful in motivating 
existing health care workers to work in the ARV clinics, they may have nega-
tive immediate consequences on attention paid to the quality of care provided to 
non-focal diseases. This echoes findings on the impact of top-ups by Ooman et 
al. [12]. As top-ups are not sustainable beyond the period funded by a GHI, it 
also raises concerns about the ability to sustain quality of care for patients in the 
longer term.

training and mentoring of Health care Workers for aRt 
Provision in Zambia

One of the key GHI elements of support is training for health care workers. As 
a clinician from a PEPFAR implementing organization described their strategy: 
“We put money into doing additional training for clinical officers, medical offi-
cers...and if their sites are growing rapidly and they need additional training, the 
team goes and assesses the needed training” [interview, national level, October 
2007].

The training helps build capacity of health care workers involved at differ-
ent levels in the provision of ART. However, health care workers often leave the 
public sector or their position once they are trained. All PEPFAR implementing 
agencies supporting the ART roll-out in Zambia described this as a common ex-
perience and a key challenge. A senior district health official replied, when asked 
about the greatest challenge faced in implementing the ART roll-out: “human 
resources ...you train people to provide this and within a short time they have 
left. So you need to find people to continue providing the service. That has been a 
major challenge in terms of implementing...” [interview, district level, September 
2007]. The very fast turnover of staff once trained suggests that external training, 
in isolation from increased resources to enable career progression and longer-term 
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incentives in the public sector, has little effect in alleviating the shortages of skilled 
health care workers to support the provision of ART.

In addition, training, especially the per diems provided during such training, 
are part of the reasons that attract health workers to work on the ART programme, 
adding to the potentially distorting effects of top-ups. A further consequence of 
training, when externally conducted, means that these are short-term, intensive 
courses that take clinicians out of their clinic, imposing a further strain on the 
day-to-day running of the ART programme.

mentoring and the secondment of gHI staff to the Public 
sector

In addition to training, the PEPFAR implementing organizations in Zambia sup-
porting ART roll-out provide ongoing technical support through mentoring of 
health care workers. This involves visiting ART sites and attending to patients 
together with health care staff, to monitor the quality of services and assist with 
difficult clinical cases. Some organizations have teams of specialists, ranging from 
clinical care to pharmacy, nursing and logistical support, who visit the clinics and 
hospitals supported by their organization on a monthly or weekly basis.

In some cases, technical support is provided by staff recruited and employed by 
a PEPFAR implementing agency and seconded to the public health sector, where 
they work alongside their public sector colleagues. An example of this practice is 
the PEPFAR-funded Health Services and Systems Programme (HSSP), aimed at 
providing technical support to the Ministry of Health. It focuses on aspects relat-
ing to the health systems and human resources.

As part of its support, HSSP recruited and seconded clinical care specialists 
to each of Zambia’s nine provincial health directorates, to provide technical sup-
port to the districts and hospitals in the delivery of ART services [Abt Associ-
ates, 2007]. These clinical care specialists work in the provincial health directorate 
alongside a clinical care specialist employed by the Ministry of Health, but receive 
a higher salary. While part of the provincial health team, they also have access to 
a small operational budget for training and ongoing support [interview, national 
level, October 2007]. All nine clinical care specialists employed by HSSP are phy-
sicians, whereas the government’s counterparts are nurses or technical or clinical 
officers (holders of a three-year, diploma-certified degree that in Zambia allows 
clinical practice).

While these clinical care specialists are in addition to the provincial team and 
undoubtedly contribute through their skills and commitment, given the salary 
level and remit, these posts are not sustainable beyond HSSP funding. In addition, 
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their relative seniority compared to the government’s clinical care specialists raises 
questions about working (and status) relationships that may affect, both positively 
and negatively, the implementation of services. Some national actors reported that 
the clinical care specialists had led to an increase in capacity, while implementers 
at provincial and district level reported that their engagement may have led to 
demotivation of government staff. In addition, interviews suggested that nurses 
and technical officers at district level referred to the MoH clinical care specialist, 
whereas doctors worked with the HSSP-employed clinical care specialist.

Increasing Workload through coordination

Despite efforts at national level to coordinate activities between the different im-
plementing partners and the Zambian government through a range of bodies, 
including technical committees that determine a geographical and skills-based 
division of labour, policy-makers interviewed mentioned that coordination with 
individual organizations remained problematic. A senior official at the Ministry 
of Health said: “In Lusaka alone there are close to 236 partners working on HIV...
to track what they are doing is a challenge” [interview, national level, November 
2007]. When describing the coordination, another Ministry of Health official 
said: “...it is overwhelming, there is a lot that needs to be done and sometimes I 
feel as if am doing injustice to some of the activities” [interview, national level, 
November 2007].

There is clear evidence, from the data collected and other research focusing 
on human resources and ART, that the workload for staff has increased since the 
introduction of ART [4]. In one study district, the same number of doctors and 
nurses as in 2004 (before district provision of ART) were providing treatment 
and care to more than 4000 patients on ART by the end of 2007 [interview, dis-
trict level, October 2007]. As previously highlighted, the district staffing levels at 
the time of conducting this research were two and three doctors in clinical care, 
respectively, in the focus districts, and approximately 10 members of staff at the 
provincial health administration. Health care workers interviewed said that their 
workload had not only increased due to a greater number of patients, but also due 
to coordination of activities funded or implemented by GHIs.

At province and district level, the coordination with PEPFAR implement-
ers posed an additional workload for health sector staff, due to funding require-
ments. Districts supported by PEPFAR in their roll-out were required to provide 
monthly reports to the provincial office of the PEPFAR implementer. These were 
in addition to quarterly reports that form part of the Ministry of Health processes 
and the MoH’s twice-annual performance reviews.
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To streamline the process and avoid confusion, each district in the province 
had appointed a focal person to interact with PEPFAR implementers [interview, 
district level, October and November 2007]. Focal persons were drawn from 
among doctors, nurses and clinical officers working at the district level.

PEPFAR implementers held quarterly meetings with supported districts to 
review activities. In addition, PEPFAR implementers supported the district teams 
to have further regular meetings, to either coordinate with other stakeholders, 
such as NGOs, or to discuss issues of clinical management.

While PEPFAR implementers provided resources for these meetings, their or-
ganization and arrangements are the responsibility of the district focal person, in 
addition to his or her clinical workload. The rationale for making this a district 
responsibility was to ensure that the district managed the programmes in an in-
tegrated way. However, there were opportunity costs to district staff—such as 
time. Meetings tended to last a whole working day. As one district staff pointed 
out: “Our work has increased, like when it comes to meetings, I have to write 
the memos, to contact people...we have about three meetings in a month clini-
cal meeting, quarterly review meeting and the quarterly referral meeting—which 
usually take the whole day...” [interview, district level, November 2007].

Many new initiatives instigated and supported by GHIs, including through 
financial resources for training and materials, must be implemented at existing 
staff level. An example of this is the introduction of ART site accreditation, intro-
duced with the technical assistance of a local PEPFAR implementer who helped 
develop a standard set of indicators against which to assess sites’ readiness to be 
accredited to have minimum requirements in place, for the provision of ART. The 
Zambian Medical Council has been designated to oversee the process, receiving a 
minimal budget for overseeing and facilitating the accreditation process, by use of 
existing funds for monitoring and evaluation [interview, national level, November 
2008].

At provincial level, the accreditation of sites, which involves a site visit and 
assessment, is conducted through teams that draw on existing provincial health 
administration staff (10 persons) and medical practitioners from the provincial 
hospitals. By mid 2007, more than 30 sites were already providing ART in the 
focus province, and as accreditation of sites was introduced several years after 
the start of the public sector ART programme, these sites needed to be assessed. 
This was in addition to any new sites for ART roll-out [interview, district level, 
October 2007].

Accreditation requires a site visit and assessment. Given staffing levels, with 
no additional human resources available for the accreditation processes these 
were understandably delayed [interview, national level, November 2008]. While 
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site accreditation is undoubtedly an important element of quality assurance, the 
way in which this was introduced, and its implementation envisaged, shows the 
limitations of such initiatives in the absence of additional funding for human 
resources.

This suggests that support by GHIs, particularly PEPFAR implementers, is 
provided in the form of training and financial support for materials and meet-
ings, for many new initiatives that may improve the ART programme and ensure 
greater quality of care and treatment. Despite the clear benefits of the intended 
outcomes, the lack of funding for additional human resources within the health 
sector adds significantly to the workload of already stretched human resources 
for health, risking further burnout and ultimately contributing to making pro-
gramme efforts less sustainable.

gHI Recruiting

A further impact of GHIs on human resources for health is the actual recruitment 
of health workers from within the public sector, by the various implementing 
agencies of GHIs, especially those funded through PEPFAR. This is particularly 
apparent in the support provided for a clinical intervention, such as the provision 
of ART roll-out, where assistance, including training and mentoring, requires 
clinicians familiar with the Zambian health system.

Of 15 health workers (including doctors, nurses and pharmacists) currently 
working for GHIs or their implementers who were interviewed for this study, 
nine had recently been recruited from the public sector. One senior Ministry of 
Health official described how PEPFAR agencies recruit government employees 
once they have gained experience, and then describe the government as lacking 
capacity: “It [PEPFAR] is strategically weakening government efforts....What is 
happening is that we are training people ...next you will hear that he has been 
taken ...next you will hear that government, you have no capacity” [interview, 
national level, December 2007].

Of the health workers involved in the two public sector sites that started ART 
in Zambia in 2002 (University Teaching Hospital, Lusaka, and Ndola Central 
Hospital), including the doctors leading these programmes, the majority have 
now left the public sector to work for GHI-funded organizations that support 
the roll-out of ART [interviews, national level; September-November 2007]. It 
appears that GHIs, by recruiting local health care workers to provide the techni-
cal support for ART, are drawing precisely from, and depleting the pool of, the 
most-qualified health workers in Zambia. These findings corroborate the practices 
observed in a three-country study by Ooman et al. [12].
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conclusion
Global Health Initiatives have vastly expanded access to life-saving treatment for 
thousands of people in Zambia, yet they are not effectively addressing the human 
resources for health shortages in their programmes supporting ART roll-out. Giv-
en the overall amount of their resources aimed at supporting ART programmes, 
comparatively little is being done to address the health worker shortage. While 
some of their interventions, such as top-ups for staff working on ART, second-
ment and training appear to alleviate staff shortages in the short term, and succeed 
in giving many health sector staff the opportunity to improve their knowledge 
and skills on HIV/AIDS through short term training, workshops and on-the job 
training, they appear less successful at staff retention. This echoes similar findings 
from three further districts in Zambia recently published [11].

GHIs’ programmes have increased the workload of already-stretched manag-
ers and health care providers. As the majority of GHIs, particularly PEPFAR, 
support treatment through individual organizations, such as NGOs, there is a 
significant added workload for public sector health staff who have to coordinate 
these support activities. This appears to be the case at all levels from national to 
district level, adding to potential problems of staff burnout. The recruitment by 
GHIs of public sector health workers to work for GHI-funded nongovernment 
implementers that support public sector roll-out further reduces the human re-
sources for health in the public sector in Zambia. It also raises concerns about 
the ethical dimension of this assistance, where instead of providing much-needed 
resources to the government to increase human resources for health, development 
agencies use aid money to hire public sector workers to provide external assistance 
to the ART programme.

When recommending and supporting new policies, such as site accreditation 
for ART, GHIs should conduct a human resource impact assessment and address 
the human resource needs created by such interventions through additional fund-
ing that will allow the government to recruit the staff required to implement them 
through the public sector.

By not providing resources for the MoH to employ further human resources, 
but seconding them, as in the case of additional provincial clinical care special-
ists, additional capacity remains external and limited to the period of GHI fund-
ing available. The more Zambia’s treatment programme relies on mentoring and 
seconded staff, the less sustainable it becomes in the long term, creating greater 
dependence on GHIs to continuously fill these gaps in capacity. Different ap-
proaches, such as the model followed in Malawi, should be explored to avoid 
creating further dependence [8].
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Similarly, as training is provided through external partners and not inte-
grated into a longer-term strategy for developing the human resources and 
allowing individuals to progress professionally within the health system, there 
are limited incentives for health professionals to remain within the public 
health care system.

The impact of top-ups increases staff motivation and interest in the ART 
programmes, but may have a distorting effect on health services overall. There 
is concern that as staff move vertically towards the ART programme, quality 
of services for non-focal diseases may suffer. In addition, the short-term na-
ture of funding cycles may mean a drop in quality of care for patients on ART, 
once these payments are discontinued. More research is needed to assess the 
impact of top-ups for disease-specific programmes on the overall provision of 
health care services.

These interventions, aimed at addressing the shortages in human resources 
for health, including top-ups, mentoring, secondment of staff and training, all 
appear “surgical” in that they are not genuinely interwoven into the Zambian 
health system at all levels. They could be removed or abandoned, leaving a nearly 
hollowed-out treatment programme behind.

The evidence discussed in this paper—from interviews with Zambian health 
workers at all levels from the national Ministry of Health to districts and clinics—
suggests that GHIs need to rethink the impact of their overall programmes, poli-
cies and conduct in relation to human resources for health. They need to address 
the long-term effect on quality of care and health systems of interventions tar-
geted at alleviating staff shortages to avoid creating an ever-growing dependency 
of the Zambian treatment programme on external actors.
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biting the Hand that Feeds: 
social Identity and Resistance 

in Restaurant teams 

James Richards and Abigail Marks

abstRact 
The aim of this paper is to engage with, and develop the literature on team-
work and employee resistance by examining the use of teamwork as a means 
of work organisation and as a distinctive forum for employee resistance. We 
emphasise how employees, at times of heightened conflict, first of all re-eval-
uate their group memberships and group loyalties (including membership of 
teams and other competing groups and sub-groups), and second, take action 
in line with the groups most suitable to helping them attain beneficial out-
comes. Drawing on an ethnographical mode of inquiry, we explored what 
turned out to be an incompatible application of teamworking to counter the 
typically busy and chaotic nature of front-line hotel restaurant employment. 
The resistance that emerged varied from individual forms of resistance and 
misbehaviour to overt collective forms involving the joined up efforts of team 
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members and team leaders. Subsequent analysis confirmed the value of using 
a social identity approach as a means to explain workplace behaviour. How-
ever, additional work is required in considering a broader range of research 
methods and team-related variables in order to verify these insights and de-
velop knowledge on teams and resistance. 

Keywords: social identity approach, labour process, resistance, teamwork, 
ethnography, hotel and catering 

Introduction
Groups and teams have been a major focal point of psychological and sociologi-
cal theory and research. An understanding of groups is necessary for almost every 
analysis of social behaviour, including, leadership, majority-minority relations, 
status, role differentiation and socialisation (Levine and Moreland, 1998). Fur-
thermore, small groups provide important contexts within which other behaviour 
occurs e.g. attraction, aggression and altruism (Geen 1998; Batson 1998). At a 
functional level, people spend much of their lives in collectives of some kind; e.g. 
families, school classes and sports teams, and these groups provide members with 
vital material and psychological resources. 

Yet, the formal use of teams within organisations is a relatively recent phe-
nomenon. Traditional work arrangements attempted to remove the power of the 
informal team and preferred a more individualised form of work organisation. 
Indeed, Cohen, Ledford and Spreitzer (1996) reported that nearly half of US 
organisations used self-managed work teams for at least some proportion of their 
workforce. Similarly, within the UK, the 1998 Workplace Employee Relations 
Survey (WERS) indicates that 65 per cent of workplaces report that they use 
some form of teamwork (Cully, Woodland, O’Reilly and Dix, 1999) and a review 
undertaken by the Institute of Work Psychology found team based working op-
erating within 70 per cent of the organisations examined (Waterson, Clegg and 
Axtell, 1997). 

The expansion in interest in teamwork has been seen as a response to increased 
competitive pressures, specifically as a mechanism for improving flexibility, re-
sponsiveness and quality (Lloyd and Newell 2000). Groups and teams have been 
at the core of programmes to reform routine work within manufacturing—partly 
as a response to Human Relations theory in the 1930s, sociotechnical systems 
theory in the 1950s and Japanization and lean production in the 1980s. Indeed, 
managerialist and psychological accounts view teamwork as the answer to all or-
ganisational ills, as it not only enhances productivity, flexibility and efficiency, but 
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also improves employee satisfaction, motivation and commitment to the organi-
sation (e.g. Jackson, Sprigg and Parker, 2000; Wall and Jackson, 1995). More-
over, organisations such as call centres, where the work is organised in a manner 
that would not logically adapt to teamwork are, nevertheless adopting teams and 
teamwork (van den Broek, Callaghan and Thompson, 2004). This has in part 
led to more critical writers viewing teamworking as the latest in a succession of 
management fads or as covert mechanism by which management intensify their 
control over labour (e.g. Barker, 1993; Sinclair, 1992). 

Accordingly, one of the mainstays of the labour process debate, the counter-
ing of managerial control by resistance behaviour (Edwards, 1986) has only been 
given limited analysis at a team level (e.g. Bacon and Blyton, 2005; Barker, 1993; 
McKinlay and Taylor, 1996a and 1996b). The very nature of the team system, 
which cultivates patterns of commonality and mutual support, provides the ideal 
domain for employees to contextualised and reinterpret managerial interventions. 
In one sense the team is providing employees with organisational resources that 
can be used to develop resistance behaviour (Vallas, 2003). 

We suggest that in order to further detail resistance within teams it is of value 
to take account of, at least some of the principles of the social identity approach 
(Haslam, 2004). Social identity theory (SIT) purposely examines the methods by 
which collections of individuals interpret and behave towards their own group 
and other important groups (Tyler and Blader, 2001; Turner and Oakes, 1997; 
van Knippenberg and van Schie, 2000). Importantly, SIT not only recognises that 
dimensions of identity derive from self-enhancement strategies, but also from the 
groups that we belong to and the significance that we place on those groups. In-
deed, the emphasis of SIT is on the processes through which groups chose to what 
extent they wish to share beliefs regarding their self-definitions, i.e. SIT is likely 
to aid our understating on how the relationship within the group and between 
the group and the organisation or management body will impact on resistance 
behaviour. 

As such, the main aim of this article is to demonstrate that by using a social 
identity approach we can begin to explain how the processes within teams and 
between the team and the organisation lead to resistance behaviour. We draw 
on empirical evidence from a detailed ethnographic study of the restaurant in 
Hotelcorp—a branch of a large hotel chain, to illustrate and further explain the 
relationships between team identity and resistance. We start by looking at some 
of the existing work on resistance and specifically resistance within teams. Our 
following discussion concerns the social identity approach. However, the social 
identity approach is considerable (see Haslam, 2004 for a review) and only some 
dimensions are relevant to the current discussion. Following a summary of the 
social identity approach, we present our research methods and then examine the 
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interplay between identity and resistance for the teams within our sample. We 
conclude this paper with a more detailed evaluation of how this work contributes 
to existing theorising within the area and make suggestions for further study. 

teamwork and employee Resistance 
Edwards and Scullion (1982) refer to resistance as overt action taken to express 
recognition of conflict. As such, resistance equates first and foremost with at-
tempts to subvert management demands. The basis for understanding resistance, 
however, is far more contentious. Despite having some noteworthy strengths and 
many supporters at both management and governmental level; both a unitary 
and a pluralist approach are viewed as being inadequate analyses for the basis 
of industrial conflict (Edwards, 1986). Moreover, whilst the Marxist perspective 
emphasises the central importance of the division between those who own the 
means of production and those who merely have their labour to sell, many Marx-
ist concepts have often proven to be somewhat blunt instruments for analysts 
seeking to understand the nature of employment relations within different work 
contexts (Blyton and Turnbull, 2004). Indeed, a further dilemma is put forward 
by Foucauldian writers (e.g. Jermier, Knights and Nord, 1994) who believe that 
the most prevalent way of analysing resistance—a reactive process where agents 
embedded in power relations actively oppose initiatives by other agents—is as-
sociated with an overly simplistic view of who resists and how and why they do 
so. This is despite the fact that actual accounts of resistance can rarely be found in 
such studies (Ackroyd and Thompson, 1999). 

This work is not for the purpose of taking sides in the orthodox versus Fou-
cauldian labour process debate—in particular, the rather adversarial debates over 
‘subjectivity’ or ‘self-identity.’ In actuality, we are responding to an inherent prob-
lem in labour process theory outlined by Thompson (1989). That is the limited 
focus within existing work on the role of individual and social identity within 
the conceptual structure for explaining the labour process. Following Thompson 
(1989) and Thompson and McHugh (2002), we make the case for (and ultimate-
ly wish to demonstrate) the use of a critical psychology to inform our understand-
ings of the labour process. Namely, how resistance is engendered as much by the 
indeterminate social identity of employees as it is by the subjectivity associated 
with dominating forms of work organisation. 

However, for this particular analysis of team-related resistance, we correspond 
with the materialist approach advocated by Edwards (1986). This is because an 
analysis based on Edward’s position, where an omnipresent ‘structured antago-
nism’ leads to the subjection of workers to the authority of management and 
the need to plan production with the needs of a capitalist market, is likely to be  



Biting the Hand that Feeds 243

accepted in principle by people committed to the capitalist system, yet at the same 
time allow us to develop genuinely objective concepts of resistance. 

Indeed, many of the first accounts of teams as a potential source of resis-
tance centred very much on Edward’s materialist approach and established that 
resistance could actually flourish in what many believed to be inhospitable cir-
cumstances. For example, McKinlay and Taylor (1996a and 1996b) gave detailed 
accounts of informal team-based peer review processes and how tacit trading of 
scoring team members were said to nullify its disciplinary content. There were 
also chronicles of other ways in which teams gradually withdrew from their disci-
plinary role, ‘silent strikes,’ and, a three-week go-slow. Moreover, Palmer (1996) 
reported on young employees who turned out to be far less malleable than initially 
imagined to be by management. This was evidenced in poor attendance and high 
turnover that persisted despite threats of disciplinary action. As a result, manage-
ment was forced into making formal and informal concessions to their lowest 
level and least skilled workers. However, not all reports of team activity pointed 
towards spirited expressions of conflict and unplanned management accommoda-
tion. For instance, Delbridge (1995) suggested that whilst worker resistance and 
‘misbehaviour’ may persist in such circumstances, it would be in ways that are 
increasingly fragmentary and marginal. Similarly, Knights and McCabe (1998 
and 2000) outlined arguably weak and typically individual forms of team-based 
resistance. These included call operatives ‘mouthing words’ as a means to have a 
rest and engaging in fiddles to avoid being disciplined. 

Other research on team based resistance has focused on more detailed ac-
counts of the process. For instance, Griffiths (1998) suggest that team-based resis-
tance (mostly in the form of humour) can be attributed to leadership styles. More 
specifically, humour allowed team members to put pressure on the team leader to 
listen more carefully to their concerns. What is more, a series of articles lead by 
Kirkman (i.e. Kirkman and Shapiro, 1997; Kirkman, Jones and Shapiro, 2000; 
Kirkman and Shapiro, 2001) suggested ‘cultural values’ were a problematic reality 
when implementing teams as a new form of work organis ation. In effect, endur-
ing cultural values were said to seriously conflict with the main objectives of self-
managed work teams—setting goals, self-monitoring, self-evaluation, self-reward 
and self-punishment. It was also suggested that low levels of trust, low tolerance 
of change, or even a disdain for making sacrifices for others were key determinates 
in team-based resistance. 

Recent work has started to move towards more detailed explanations of the 
micro-social processes that lead to resistance in teams, or at least points to why 
this level of analysis is necessary. For example, Vallas (2003) outlines why teams 
could be said to be a particularly suitable forum for resistance. Despite his admis-
sion that teamworking clearly heightened lateral tensions between team members, 
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he argued that ‘team systems’ fostered new ways of resistance by providing workers 
with a rhetorical framework that enables them to negotiate boundaries of mana-
gerial authority. Teams are also said to enable workers to contest or recast manage-
rial initiatives. Teams provide workers with organisational resources that can be 
used to claim discretionary powers that may have been previously been denied, 
the contradictions of control and reality of teams (essentially a re-engineered) 
authoritarian practices rekindled oppositional consciousness amongst workers, 
and, team systems essentially encourage collectivism in an environment where 
unions may fail to do so. However, Vallas point to a need for further research to 
disentangle the micro-social processes involved in team systems, yet other than 
the apparently paradoxical features of teamworking philosophies and teamwork-
ing realities, what are the more explicit or localised conditions that cause team 
members to bite the hand that feeds? 

applying a social Identity approach 
This section is essentially guided by what we view as being the most appropriate 
method or theoretical framework for unravelling the micro-social processes impli-
cated in team level resistance. Whilst a labour process perspective (e.g. Bain and 
Taylor, 2000) provides a sophisticated socioeconomic explanation of the struc-
tural causes of resistance, it fails to ‘get to grips’ with the actual phenomenon 
that occurs in terms of the interactions within a group that lead to and promote 
resistance behaviour. On the other hand, by adopting a traditional psychological 
approach to team resistance (e.g. Kirkman and Shapiro, 1997; Kirkman, Jones 
and Shapiro, 2000), the focus on the minutiae of variations in personality pro-
files, team size and diversity perversely ignores any impact of structure or broader 
context on the resistance process. In effect, we are rejecting what is commonly 
referred to as ‘methodological individualism’ (Jenkins, 1999) For these reasons, 
there needs to be a focus on the social psychological processes that not only ex-
plain the course of resistance within the team, but also what triggers the responses 
that lead to that resistance occurring. 

Hence, it is proposed that by adopting a social identity approach (Tajfel, 
1978; Haslam, 2004), it is possible to start to explain and refine understandings 
of the experience of team level resistance. Indeed, SIT has been described as being 
a concept that lies at the intersection of social psychology, sociology and political 
science, and is rapidly gaining prominence within all these fields (Sanchez-Mazas 
and Klein, 2003). Although SIT (e.g. Turner, 1978) was established as a distinct 
theory as opposed to a theoretical perspective or paradigm, it has been argued by 
Haslam (2001: 26) that SIT can ‘lay the foundation for an alternative way of ap-
proaching’ the study of behaviour within organisations, in that the psychology of 
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the individual can not be separated from the psychological and social reality of the 
groups. Social identity therefore affords a mechanism for examining behaviour at 
both an individual and group level. 

An examination of identity enables the understanding of how social interac-
tion is bound up with individuals’ social identities, i.e. their definition of them-
selves in terms of group memberships, as opposed to just studying individuals as 
individual (Haslam, 2001). Specifically, this perspective not only recognises how 
dimensions of the self and identity derive from individual self-enhancement strat-
egies, but also from membership of groups and the relationship between these 
groups and other groups. The weight that social identity theory puts on the pro-
cess by which team members acquire shared beliefs, assist in the understanding of 
why some groups will resist organisational control, whilst other groups subscribe 
to the company’s ideology. 

Importantly, we need to understand the interplay between social identity pro-
cesses and organisational control mechanisms and how this leads to a collective 
notion of resistance within a team. Let us start with the knowledge that even 
when placed within a team, individuals do not always operate as a collective. 
This is accepted within the social identity approach in terms of opposite poles of 
social behaviour (Tajfel, 1974). At one extreme can be found interactions that are 
wholly determined by interpersonal relations and individual characteristics and 
not by the groups and categories to which they belong (Deschamps and Devos, 
1998). At the opposite pole are interactions between groups of individuals that 
are entirely determined by their respective membership of different groups and 
are not affected by inter individual relations among the relevant persons (Tajfel 
and Turner, 1979). 

These extremes of behaviour are in practice hypothetical, as membership of a 
social group or social category always plays some role in shaping interaction. Tajfel 
(1974) alleged that social identity processes start to be performed; the further 
behaviour is defined at the intergroup extreme of this continuum. Namely, indi-
viduals define themselves in terms of their group membership when the context in 
which they find themselves is defined along group-based lines. For instance, if two 
departments within an organisation merge, each employee is more likely to define 
themselves in terms of one department or the other rather than as an individual. 

Consequently, Tajfel (1978) developed an important premise, that the more 
that behaviour becomes defined in intergroup terms, the more that members of 
the group would react in a similar way to members of the outgroup. A number 
of other writers have supported this premise, specifically that heightened group 
salience is associated with an increase in perceptions that of homogeneity of the 
group and heterogeneity of the outgroup (Haslam, Turner, Oakes, McGarty and 
Reynolds, 1998). David and Turner (1999) found the extreme ingroup members 
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were more likely to influence more moderate group members in an intergroup sit-
uation as opposed to an intragroup situation. Similarly, Abrams, Marques, Brown 
and Henson (2000), suggested that intergroup context is an important mecha-
nism for conveying that the ingroup is distinct from the outgroup. Other group 
members evaluate group members that deviate from the group norm more nega-
tively. This premise concurs precisely with traditional psychological theory, that 
individuals are attracted to people who hold similar views and beliefs (Horowitz 
and Bordens, 1995). Moreover, recent research has found that teams where mem-
bers perceive themselves as ‘being similar,’ have highly salient social identities 
regardless of whether there is the perception of the existence of an outgroup or 
not (Marks, 2005). 

However, from an organisational perspective, there is one factor missing from 
the ingroup/outgroup equation. There is an assumption from SIT that by making 
the ingroup/outgroup comparison that there is some congruity in terms of size 
and structure between the two groups (Haslam, 2004). That is the ingroup and 
outgroup are two departments within the same organisation or two teams working 
within the same plant. The reality however, could be very different. The organisa-
tion itself could be viewed as the outgroup and the team the ingroup. Moreover, 
if this is the case, there is evidence from some writers that a highly salient team 
social identity is not always the product of viewing the outgroup as fundamen-
tally different to the ingroup, it may also be a product of viewing the outgroup 
as similar to the team or ingroup. Jenkins (2000) argues that if an external body, 
such as an organisation is viewed as being legitimate in the eyes of a group, that 
this implies some shared beliefs and understandings of authority. As such, there 
will be a strong identification with both the organisation and the team. That is, 
if the role of the team is seen as being legitimate and team members accept the 
structures of control within the organisation the team will have a highly salient 
identity as a team or members of a team. However, Jenkins (2000) also argues that 
if the definition as a team results from an imposition of power or that the form of 
control that the organisation has or uses is not seem as legitimate the members of 
the team (or in Jenkins’ terms the categorised) will resist.

Yet, this resistance and striving for autonomy of self-identification may in 
itself lead to an internalisation of the notion of the team and paradoxically, in 
this case, we may also find a highly salient team social identity. This notion is 
compatible with the work of Bacon and Blyton (2005), who explore how workers 
respond to teamworking and look at employee attributions of management mo-
tives for teamworking. Bacon and Blyton classify employee views of management 
by four main types: economic, political, institutional and cultural. What this re-
veals is not so much directly related to resistance strategies, it relates to the idea 
that workers are very much attuned with management motives for teamworking. 
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Crucially, the evidence from this research suggests that these workers were able 
to distinguish both unfavourable and beneficial aspects of new methods of or-
ganising work and at the same time scrutinise every motive management had in 
implementing them. As such they make informed decisions as to whether they 
accept teamwork both in terms of their day to day work activities and the control 
mechanisms associated with it. 

However, as per the norm, the story is not that straightforward. It is important 
to understand why a highly salient team identity will embrace group members 
into resisting a team rather than exiting from a situation that they feel dissatis-
fied with. Tajfel (1975), believed that one of the fundamental components of the 
social identity perspective, are an individual’s belief structures which also lie on a 
continuum from a philosophy of social mobility on the one hand to social change 
on the other. As long as membership of a group enhances one’s self-esteem, one 
will remain a member of that group. But, Tajfel argues (1978), if the group fails 
to satisfy this requirement, the individual may try to change the structure of the 
group (social change); seek a new way of comparison which would favour his/
her group, and hence, reinforce his/her social identity (social creativity); or leave/
abandon the group with the desire to join the ‘better’ one (social mobility). For 
those with high social change beliefs, and hence high social identity salience, there 
is the belief that the only way to improve negative conditions lies in group ac-
tion. Within an organisation, this may relate to forms of collective action such as 
through trade union membership, which actively presses forward for the cause of 
the ingroup. Hence, strong identity salience is underpinned by a supposition that 
that is not possible to escape one’s group for self-advancement (in part due to the 
benefits of team membership to individual’s self-esteem). In this case we are likely 
to see collective examples of resistance as a means of improving unfavourable con-
ditions. On the other hand, social mobility beliefs are likely to result in individual 
action as individual team members sense they are free to move between groups 
in order to improve or maintain their social standing. In short, we argue that in a 
situation where a team could be said to have a strong social identity, we are likely 
to witness social change beliefs as the key to explaining resistance strategies. In the 
absence of a strong social identity salience, it is doubtful whether resistance will 
take a collective form. 

methods
Hotelrest was the subject of 12 weeks of intensive data collection. The methodolo-
gies used are essentially ethnographic by nature and supplemented by recognition 
of company documentation. Unobtrusive participant observation was considered 
to be the most appropriate method of investigating this form of organisational  
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behaviour (Analoui, 1995; Analoui and Kakabadse, 1989). The data collection 
was undertaken by the lead author who accessed Hotelcorp by gaining paid em-
ployment and assuming the dual role of employee and research data collector. 

This method of data collection has been undertaken by many other research-
ers (e.g. Roy, 1952; Bradney, 1957; Analoui and Kakabadse, 1989; Graham, 
1995; Calvey, 2000) and helps overcomes the unwillingness of management to 
let academics research the phenomenon as well as the reluctance of employees to 
divulge information regarding the trend under investigation. Observations are 
efficient because it reveals behaviour that people usually prefer not to report and 
the researcher has greater opportunity to identify manifestations without attempts 
to conceal or distort them. Furthermore, longitudinal studies may reveal causal 
relationships. Other than documentary information in the form of corporate lit-
erature, the vast majority of data was collected in the form of daily journal entries 
based on observed activities, guided discussions and regular reflective accounts of 
emerging patterns in team activity. To demonstrate this point and commitment 
to the research method, the final diary of events at Hotelrest was comprised of 
over 30,000 words. 

The daily journal entries and company data were then analysed for keywords 
and phrases and themes. Both authors coded data independently. They then con-
ferred before determining final categories and codes. This is a form of content 
analysis, a technique social psychologists have traditionally used to deal with qual-
itative data (Holsti, 1968; Babbie, 2001). Although the generation of categories 
and themes implicit in content analysis may not be ideal for understanding some 
of the subtleties of the discourse in the interviews, for analysing diary data the 
method provides an effective portrayal of the broader culture and work structures 
in the organisation. Descriptions of the work process are based on the report and 
experience of the researcher, who only worked the day shift. Extracts from the di-
ary are inserted when appropriate. 

Unsurprisingly, the method chosen to research the reality of teamworking 
in the hospitality industry comes with a range of limitations and ethical issues. 
For instance, commenting on unobtrusive participation observation Analoui and 
Kakabadse (1989) believe such methods can be a ‘long, laborious and often dan-
gerous process, with the danger of “getting sacked,” one’s cover “being blown” or 
being made “redundant” ever present’ (1989, p. 13). Beyond the practicalities, 
however, lies a range of procedural obstacles. Indeed, it is believed that the nature 
of being “hidden” increases the chances of the researcher becoming passive to what 
is going on around him or herself (Riecken, 1967) and being (hypothetically) less 
free than an overt observer decreases the chances of access to wider social interac-
tion (Dean, Eichhorn and Dean, 1967). What is more, a further consideration is 
of knowing when to withdraw from the research site (Viditch, 1969). 
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Whilst it is necessary to point out that covert data collection is a surprisingly 
common and efficient research method (Reynolds, 1979), we cannot ignore the 
lack of informed consent that comes with unobtrusive methods (Bulmer, 1982). 
Indeed, as the British Sociological Association (2004) points out, covert methods 
should only be considered, ‘where it is impossible to use other methods to obtain 
essential data’ (2004, p. 5). We believe the nature of what is being researched—
the reality of social interaction in a busy and highly conflictual environment 
combined with management unlikely to grant full access to an outsider in such 
situations—does not allow the use of open methods of collecting data. More im-
portantly though, we also believe no other method is likely to allow the researcher 
to gain acceptance from both co-workers and management (Hodson and Sul-
livan, 1990). 

Hotelrest and Hotelcorp 
Hotelrest is the catering facility of a Hotel which is part of the Hotelcorp chain. 
Hotelcorp describes itself as a ‘global hotel’ and employs over 10,000 people in 
the UK alone. Its most recent management initiative is the introduction of ‘[Ser-
vice] Standards,’ or in Hotelcorp’s own words: ‘maintaining corporate standards 
through brand identity, brand position supported by behaviour, attitude, product 
consistency and performance.’ Service Standards involve the regulation and rou-
tinisation of all dimensions of work which are clearly documented and dissemi-
nated to employees through formal documentation, team meetings and training 
sessions. 

At the research site, Hotelcorp employs around 250 employees. The hotel’s 
restaurant takes up to 230 ‘covers’ a day. However, there are significant retention 
problems for the 60 employees that work in Hotelrest. The aggregate turnover 
at Hotelrest is over 50 per cent despite Hotelcorp’s strategy of compulsory train-
ing and development programme focusing on ‘Job-related Skills’ (anonymised 
and JRS for short). The JRS programme has a strong emphasis on teamwork. 
Completing JRS training can, supposedly, be up-dated to a nationally recognised 
vocational qualification (NVQ level II for waiting staff and level III for super-
visory staff). Moreover, completion of training entitles each employee to what 
Hotelcorp promotes as being a lucrative hotel-related package of benefits. This 
includes greatly reduced admission to the adjacent health club and highly dis-
counted room rates throughout Hotelcorp’s chain of hotels. However, JRS was 
not viewed as particularly effective at either engendering loyalty or retaining em-
ployees. One full time member of the waiting staff, James, explained how it had 
taken nearly a year to complete the JRS training and nearly two years later he was 
still awaiting his health club membership. Some members of staff had been with 
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the company over a month and had, to date, received no JRS training. At team 
meetings employees frequently complained about waiting for their card entitling 
them to the benefits package. Although one employee, when commenting on the 
discounted room rates noted, ‘you get the smallest and smelliest room that they 
probably couldn’t sell anyway.’ 

Hotelrest serving staff work in groups of approximately 10 employees. The 
composition of the shift varies day to day dependant on scheduling. Each shift 
team is frequently augmented with agency workers. As well as the serving staff 
there are about 10 individuals working in the kitchen as chefs and kitchen porters. 
The hotel classifies both serving and kitchen staff as members of the Hotelrest 
team, however there is a clear separation between the waiting and kitchen staff. 
Importantly, as the fieldwork was carried out in the restaurant rather than the 
kitchen this is the main focus of the research. 

The Hotelrest serving staff are an even mixture of waiters and waitresses, the 
rest are supervisors, ‘hosts’ or team leaders (six), two assistant managers, and one 
restaurant manager. All supervisory staff and assistant managers have been pro-
moted from within; quite rapidly in some cases. However, the restaurant manager 
was recruited from outwith the company. There is also a dedicated trainer who 
works approximately 25-30 hours per week. Pay for waiting is low with those aged 
22 and over receiving an hourly rate on a par with the national minimum wage 
(NMW). Waiters and waitresses aged 21 years or below (the majority of the wait-
ing group) earn less than their older counterparts, but higher than the NMW for 
this category. Supervisors earn about ten per cent over the NMW. 

Hotelrest and teamworking 
Hotelcorp presents the face of an organisation with a generous commitment to 
teamwork. This commitment is most acute for those who are front-line staff in the 
restaurant. For instance, potential Hotelrest employees are subjected to a mock 
team-based selling exercise during the selection procedure. During the day-long 
induction, new recruits are provided with an induction handbook with signifi-
cant reference to the principles of teamworking. The most explicit representa-
tion to the devotion to teamworking is the compulsory and lengthy monthly 
team meeting. Furthermore, the upholding of Service Standards included in JRS 
training are based on teamworking and team communication processes, a typical 
eight-hour shift involves a minimum of three team briefings—immediately before 
serving starts, after serving ends and before re-organising restaurant for next set-
ting, and prior to start of second period of service. As a final point, indiscipline is 
often confronted with team-based chastisements such as widely broadcast humili-
ations, e.g. team leaders regularly admonish front-line employees for neglecting 
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their team-based loyalties and responsibilities. The lengths that Hotelrest go to in 
attempting to infuse a teamworking attitude amongst waiters and waitresses are 
epitomised during the monthly team meeting. The first team meeting during the 
research period lasted for just over three hours and included a presentation on 
teamworking as means of increasing sales. 

Superficially at least, Hotelcorp looked as if its policy on the promotion of 
team based work was functioning effectively. When the hotel was closed or during 
quiet periods, and when the number of waiting staff exceeded the requirement of 
the number of guests dining, employees appeared to cooperate with one another 
and with team leaders. During these periods, this co-operation was interjected by 
relatively open, yet playful acts of what Ackroyd and Thompson (1999) call mis-
behaviour or irresponsible autonomy. These acts included waiting staff engaging 
in a variety of horseplay, flirting rituals and playful humour. Nevertheless, this did 
not tend to be at the expense of the achievement of allocated work to an accept-
able standard. 

Yet, the reality of teamwork for most employees was inconsistent with the 
rhetoric presented by the organisation. Teamwork was only really implemented 
as a managerial ideology aimed at tightly controlling and determining a wide 
range of employee behaviour and activity. Despite a clear rationale by manage-
ment for teamwork—as a mechanism to implement good customer service in the 
guise of Service Standards—the Taylorised nature of Service Standards made the 
performance of any teamwork behaviour, especially under stressful conditions, 
impracticable. Whilst the catering group were defined as a team for the undertak-
ing of work, there was no joint nature to the technical division of work and no 
collective responsibility or indeed flexibility in terms of work organisation. This is 
demonstrated clearly in the following sections. 

teams, collective and Individual Resistance 
strategies 
As with the current work, other research on teams in the service sector found 
tight control, high commitment management and low value incentives (e.g. Kin-
nie, Hutchinson and Purcell, 2000). We also found teamwork to be unworkable 
due to the size and nature of supervision of the team. Teams were so poorly de-
fined that this form of work organisation ultimately caused great conflict between 
groups of employees rather than harmony. The size and structure of the teams 
fashioned a situation which was entirely in opposition to the unitarist ideology 
espoused by the firm. Even the weak or diluted form of teamwork identified by 
other researchers failed to materialise (e.g. Batt, 1999; van den Broek, Callaghan, 
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Thompson, 2004). There was no indication of collective learning or problem solv-
ing (apart from the odd example of employee resistance) and the only true func-
tion of teamwork appeared to be as a structure of control over employees and 
Service Standards. 

Any authority with the objectives of teamwork was really only apparent in 
times of calm when employees had a high degree of control over their work. Con-
sent broke down under a number of specific circumstances; work intensification, 
mobilisation of friendship groups and endorsement of individualised strategies of 
resistance by management. 

The diary entries detailed below demonstrate the emergence of chaos and the 
collapse of teamworking initiatives and other formal working policies and prac-
tices, when work conditions suddenly intensify. 

The shift itself was a bit of a disaster, i.e. from the views of the customer and the 
employees. For example, the use of Service Standards broke down with tables 
used and not re-set, remains of meals were left on tables, long queues developed, 
and few if any guests got their orders on time. The team suddenly appeared to 
lack a will to co-operate and waiters and waitresses just looked after their own 
immediate concerns. This was despite the close presence of two assistant managers 
who were themselves put under enormous strain at this particular time of the 
working day. It was also apparent that Hotelcorp-employed waiters made even 
less effort to help the agency staff brought into deal with staff shortages (Field 
notes, 18 September). 
Today was a living nightmare. We were stretched well beyond our limits with 
over 370 guests for breakfast in a restaurant that has a capacity of 230, and 
therefore requires around 140 resets. The support I had at the beginning of the 
shift soon dissipated as the queue lengthened by the minute and the disquiet 
amongst the queuing customers increased (Field notes, 14 October). 

With no holds barred, consent and compliance with team-based values and 
Service Standards collapsed the moment the pace of work intensified. An increase 
in pace triggered a widespread inability to cope with the pressures of carrying 
work out in a strict and arguably unsustainable style, which occurred on an almost 
daily basis, but always at the weekend when customer levels were nearly always 
close to or at hotel capacity. It also transpired when staffing levels dropped due 
to unauthorised absence and high turnover of labour. When consent broke down 
the behaviour that ensued varied quite dramatically. Some waiters and waitresses 
worked on regardless and did whatever they could to satisfy the typically under-
standing and tolerant customers, whilst an equal number of waiters and waitresses 
avoided work to some degree as a result of these pressures. Importantly, under 
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times of work pressure, friendship groups began to mobilise and perform collec-
tive forms of resistance. For outgroup members—those not included in friend-
ship cliques—there was an almost automatic default to individualistic forms of 
resistance strategies. 

Field notes suggested that many individual acts of resistance were, in fact, 
undertaken with the tacit support of the team (these included pilfering of food, 
unsolicited smoking breaks, stretching the time for room service request, disposal 
or deliberate damage of company materials such as crockery or cutlery, and unau-
thorised absenteeism). In contrast, far more overt examples of collective resistance 
included waiters and waitresses making their fellow team members aware that 
they suspect a mystery guest had arrived on the premises. Waiters and waitresses 
increasingly shunned agency staff sent to ‘help’ them, and there was evidence of 
an organised slow down once customers left the restaurant or the next shift was 
imminent. Further examples of this order included a broad-based boycott of the 
new incentive scheme introduced at the beginning of the research, and waiting 
staff stopping work at their official finishing time even when offered discretionary 
incentives, the chance to be praised at the next team briefing or even team meet-
ing or threatened with disciplinary action. 

Informal teams or friendship groups—sub-sections of a larger team—were 
largely often difficult for management to identify, although the use of teamwork-
ing was certainly applied as a measure to divide these informal loyalties. Mostly 
as a result of the ignorance of informal activity and potent commercial and op-
erational pressures, management could only make superficial attempts to unmake 
these collectives. In the example below, management made an explicit attempt to 
counteract the ‘subversive’ potential of friendship groups. 

Michelle [assistant manager] was setting up for the event. She had used the £40 
or so tips from the last coach trippers to pay for large amounts of sweets, crisps, 
soft drinks, and some wine, etc. The meeting was in the McDonald suite and 
was set out with tables around the outside. The refreshments were in a small 
room to the side. From a quick head count there were about 25 waiters and six 
supervisors or management staff. As people came in, whether they were on duty 
or not, they sat with their friends. The supervisory staff sat on a table at the front 
of the room and looked like a panel. Dismayed that the room had been split up 
into cliques, Peter [one of the restaurant’s ‘hosts’] re-organised the waiters and 
waitresses in a random fashion in preparation for team activities (Field notes, 
16 September). 

On the other hand, many of the explicitly individualised examples of resis-
tance were undertaken by established members of the organisation and were at 
least tacitly endorsed by management. For example, long tenure waiters or waitresses 
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were allowed to ‘opt out’ of specific team roles or obligations, such as specialis-
ing in one favourable aspect of restaurant work when form rules disallowed this. 
There was also open collusion or authorisation over activities that clearly breached 
Service Standards. 

contradictions in Practice 
We would argue that the discussion above, in part, demonstrates cynicism to-
wards the principles of teamwork. Although Hotelrest placed a strong emphasis 
on the team and the notion of teamwork, the nature of the work (highly individu-
alised) and the nature of the teams (composed of core and peripheral members) 
contradict the principles of teamwork and this was picked up by team members, 
not only in terms of behaviour, but in the way that they reacted to the formal 
team briefing and team training sessions. Examples of this are provided in the two 
diary extracts below: 

After the final presentation and the room began to quiet down Jeanette [trainer] 
asked the team as a whole what they thought the task was really about. No 
one responded to this. However, Jeanette ignored the silence and went on talk 
about how it was a ‘way of expressing yourself…exchanging ideas…working 
together…to give you more confidence…so you can pull together as a team’. She 
also asked the question ‘do you think you could have done the task on your own?’ 
In reply, a few tamely said no. Jeanette finished on the words ‘we can’t do it on 
our own’, which is a phrase that I had already become increasingly familiar with 
(Field notes, 16 September). 
The feedback session was by far the most interesting section and lasted for ap-
proximately one hour and forty minutes. I have no doubt it would have gone on 
much longer as after 100 minutes we had only heard from about a third of the 
group as other waiters and waitresses kept interjecting and upsetting the round-
the-table process. Of particular note was how the session started with most staff 
remaining silent or failing to say much if they were asked their opinion. How-
ever, when Susan [waitress on a working holiday from Australia] began to speak 
out the tone of the event quickly changed. Specifically, most waiters and wait-
resses had clearly felt restrained until that point. Furthermore, her comments not 
only provoked others into action, the issues then on became increasingly critical 
of and specific to management (Field notes, 16 September). 

It would seem that despite a high profile commitment to incorporating team-
working into the Hotelcorp’s business and human resource strategy, the man-
agement at Hotelrest clearly has problems convincing the majority of restaurant 
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employees of its merits. This was certainly the case when management arranged 
the opportunity for team-based feedback, i.e. the situation quickly turned from 
being a team bonding exercise into a forum for a range of responses that included 
passive silence and participation to a barrage of criticism. 

However, this contradiction was unbearable for many and compelled many 
employees to leave Hotelcorp, in terms of the practice of what Thompson (2003) 
labels the externalisation of resistance. In other words, the high turnover of team 
members appears to be in part a result of the length that team members are pre-
pared to tolerate both work intensification and incongruity in practice and policy. 
Whilst long term team members were less inclined to undertake informal resis-
tance behaviour and sought solitude in favourable terms and conditions afforded 
by management, the behaviour was different for lower tenure employees. In the 
absence of robust forms of collectivism either in terms of the formal team or trade 
union representation, Hotelrest was typified by ‘micro-collectivism’ or cliques 
that were capable of transcending formal group boundaries and formal group 
hierarchies. 

Teare, Ingram, Scheuing and Armistead (1997) noted that teams in the hos-
pitality industry are characterised by inter-group conflict. This was confirmed by 
the findings of the current study. Not only were there tensions between young and 
old (the older members of staff thought that the younger employees were lazy), 
but also between the kitchen and the restaurant staff. On the 7th September the 
diary entry noted how there was a break time discussion about inter-group rivalry. 
One member of the waiting staff said ‘chefs don’t like us but we don’t like them 
either.’ This is a theme that was common in the field notes. Tensions arose when 
kitchen staff thought that waiting staff were not clearing up after themselves and 
therefore creating more work for the kitchen. 

This division was re-enforced by kitchen staff not being invited to team meet-
ings. Indeed, team meetings provided an arena for many other tensions in the 
group to be played out. This is illustrated in a diary entry dated 2nd of October: 

It is becoming obvious that the ideas of teamwork in the restaurant do not bring 
cohesion between waiters and supervisors/managers. What’s more, it is clear and 
fair to say that the ‘team’ is in fact at least two groups (if not more), with team-
working limited to manageable tasks performed under ideal circumstances that 
are not typical to restaurant work. Where such occupational groups come together 
as a team appears to be on the basis of resisting higher-level commands and not 
concerning what the team should be doing (Fieldnotes, 2 October). 

The disloyalty to the team, however, is not surprising as during the three 
months of research in the restaurant there was only one explicit attempt at a 
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teambuilding exercise and even this was focused on customer relations and sales. 
Employees were placed into groups in a team meeting and asked to sell a number 
of items to other members of the meeting—these items included a high chair, a 
soup bowl, a toast rack, tomato juice and salt and pepper sachets. No one in the 
room appeared to take the exercise seriously apart from management. 

Yet, despite very modest training activities and supervisors being on hand to 
reinforce team ideals, employees complained bitterly in the wider work setting that 
they never received help from other team members and one noted that ‘it’s not my 
problem’ or ‘I’ve not been told to do that’ were phrases that were commonly heard 
on the shopfloor. Indeed, further conflicts between employees were mentioned in 
the diary on a daily basis. On the 2nd of October, one employee threatened to 
‘kick the butt’ of another team member over the issue of re-using dirty dishes and 
cutlery. The more experienced of the two then started to quote teamworking pro-
paganda to his colleague. His tirade was based on the ideas presented in the JRS 
handbook—focusing on the notion of ‘letting other team members down’ when 
an employee does not pull their weight. Despite being indoctrinated with team-
work principles and ideals, normative values of being a team player and cultural 
on cohesion were rarely put into practice. On the 17th October, one employee 
even stated, ‘teamworking is really every man for himself.’ 

In a wider sense, it was not only teamworking that made employees cynical. 
For instance, most employees appeared unhappy with their work, as shown in this 
diary entry from 23rd September. 

I spoke to a woman who started at the same time as I did. She came out of her 
way to say hello and asked me what I though of the job so far. I asked her and she 
said ‘I’d rather be stacking shelves in Tesco’ (Field notes, 23 September). 

Comments such as this were common. However, there were a few employees 
who appeared a little happier with the work. This was often based on the advan-
tage of the benefits package to them. A couple of female employees liked to travel 
round the country so made good use of the reduced rate hotel rooms. Another 
employee (28th October) spent a great deal of time explaining how pleased she 
was with her reward club membership. Although one of her colleagues stated, ‘I 
see you are now a fully paid up member of the brainwashed club.’ 

a Re-evaluation of team Resistance using a 
social Identity approach 
Taking a very superficial analysis of events, it would appear that our findings 
concur with the basic premise of SIT, that by merely placing individuals within 
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a collective that they will identify with the group (Tajfel, 1974; Tajfel, 1979). 
The waiting staff, in times of quiet, demonstrated communality in their work 
and compliance to the guiding principles of teamwork as presented by the or-
ganisation. However, when work intensified, in the terms of the labour process 
debate, this compliance, or in the terms of SIT, this identification with the team, 
dissipated, and led to a clear division in terms of both collective and resistance 
behaviour. This follows Jenkins’ (2000) argument that suggests that if power and 
control mechanisms are not seen as legitimate, this may facilitate identity work. 
That is an individual response to pressure, which involves coping strategies that 
tend to be instrumentally derived tactics and accommodation to the dominant 
culture as well as different types of resistance (Thompson and McHugh, 2002). 
Instead of necessarily being controlled by the organisation, individuals are viewed 
as managing in the best fashion that they can, in the given circumstances and the 
‘form of response being determined in subjective terms by available scripts and 
what appears to work’ (Thompson and McHugh, 2002: 346). 

In this case, it was frequently at the point where work built up to potentially 
unmanageable levels that we started to observe the interplay in terms of behav-
iour between resistance and identity strategies. What is more, employees quickly 
sensed what was required was unreasonable, lacked legitimacy and went on to 
engage in behaviour to manage this situation. A social identity approach would 
suggest that the group as a whole would engage in behaviour to either resist or 
cope with the pressure. However, in the case of Hotelrest, behaviour was not that 
straightforward. Instead of employees’ behaving in terms of the organisationally 
imposed idea of the team, any collective behaviour focused on illicit inter-occu-
pational coalitions, friendship groups and cliques. Members of the team that were 
not part of the friendship group either failed to engage in any resistance behaviour 
and continued with their work or used highly individualised methods of coping. 
Except to continue working in an individualistic fashion made the team less ef-
ficient and likely to make committed team members cynical of teamworking. The 
friendship groups, in a classical correspondence with theories of group attractive-
ness and SIT (e.g. Horowitz and Bordens, 1995; Tajfel and Turner, 1979) resisted 
collectively. 

Yet, contrary to the work of David and Turner (1999), who suggest that core 
group members define the behaviour of the entire group, these friendship groups 
or extreme ingroup members did not affect the behaviour of other group members. 
Hence, not only was there an ingroup-outgroup separation between managers 
and ingroup members on formal functional duties, there was a separation within 
the group between the cliques or friendship groups who resisted collectively and 
the other team members who resisted individually. Perceptions of homogeneity or 
attraction caused an identity affect but not throughout teams as a whole. 
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These group members or cliques who had a highly salient group identity 
when dissatisfied with the existing situation undertook resistance or misbe-
haviour as a group. Being a member of a subgroup or an alternative team-
nurtured group served a valuable purpose in terms of self-esteem and getting 
work done. As such, having multiple group memberships allows in one sense 
alternative paths to being capable of coping with work and retaining a sense 
of dignity, but in another, highlights the crucial trigger for employees who in 
this instance are constantly faced with being members of an inferior and sub-
standard group—that is, the team. Whereas the other members of the team, 
took what Tajfel (1978) would classify as a combination of a social creativity 
and social mobility response, that is appear to abandon the group (possibly 
the organisation as well) but also adapt the existing situation to a point which 
favours the individual. It is believed that the adopted research approach al-
lowed such acute nuances to be observed and relayed to non-organisational 
members. 

Although on the face of it this case demonstrates that the imposition of team-
working can lead to team-based forms of resistance, this is a highly simplified 
picture. As we have demonstrated there are some serious limitations or generalisa-
tions from the social identity approach, in the assumption that by labelling people 
as a group that they will behave collectively. However, one compensatory factor 
has been to promote and not neglect the deep-seated significance of asymmetrical 
employment relations in forming the basis of formal and informal group activity. 
Moreover, this study provides further insight into a recent trend of introducing 
teamworking initiatives to organisations where work at an even superficial level, is 
in reality highly individualised. 

We moved beyond an analysis that focuses on the inappropriateness of 
the label and the transposition of teamwork to individualised work (e.g. van 
den Broek, Callaghan and Thompson, 2004). We have focused on the impact 
that this label the label of ‘team’ has had on the groups with Hotelrest. We 
believe that, in part, the organisation created a situation that has presented 
little benefit in terms of motivation or productivity but may have led to team 
based resistance for subgroups or cliques. For these subgroups, teamworking 
nurtures tacit counter collectivism, despite the fact that employees themselves 
were also fully aware of the contradictions that they were faced within in 
terms of the forced commitment to teamworking without the real opportu-
nity to practice as a team. This conflict between ideology and practice and the 
reaction to it by employees was expressed most clearly within the forum of the 
monthly team meeting. 

It could be argued that the scenarios of team based resistance within man-
ufacturing settings which have a clearer infrastructure for collective behaviour 
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would provide more simplified and lucid accounts of the relationship between 
the identity process and group level resistance (e.g. McKinlay and Taylor, 
1996a and 1996b; Ezzamel and Willmott, 1998). However, the benefits of 
the teamwork paradox observed in this study, are that they allow for a more 
complex understanding of why teams fail to function as planned and why 
identity and resistance behaviour may grow or persist on such introductions. 
Moreover, further benefits of this particular case study (and methods) are that 
they allowed observation of behaviour that may not manifest so obviously 
or quickly elsewhere—that is, if the intolerable conditions at Hotelrest were 
apparent in a highly unionised context we may expect to see serious formal 
industrial action, on a regular basis, and the same time less informal resistance 
or group behaviour. 

We suggest that this work needs to be interpreted in the context in which 
the data was collected. Hence, it is essential to account for, if only briefly, the 
strengths and weaknesses of the current study. Importantly, the work reported 
in this study is a single organisational case study, and as such the generalisability 
to other organisations maybe limited. Furthermore, one researcher using a single 
method collected the majority of the data. Although the method was highly rig-
orous and detailed there is still the potential for bias. Nevertheless, there were 
many interesting dynamics that have emerged from this analysis and support the 
propositions made earlier in the paper. This work develops existing studies and 
theorising regarding both SIT and resistance. 

Further research is required to incorporate a greater variety of team structures, 
team sizes, and management approach to teams. Moreover, future research into 
team-related resistance must cater for unionisation, professional or occupational 
affiliation, or any other salient identities that are prone to manifestation in the 
context of the workplace. It should be acknowledged at this point, that most 
research on workplace identity looks at employees where occupation forms a core 
element of an individual’s identity (e.g. Marks and Lockyer’s 2005 study on soft-
ware developers). It is unlikely that waiting staff embrace their occupation as a 
strong element of their identity, which is why friendship groups were of such im-
portance and resistance strategies so overt. If the occupation in itself, rather than 
the social group in the workplace, had had a greater impact on identity we may 
have seen less resistance behaviour. Similarly, although we can look at tensions be-
tween formal requirements and the informal group, any examination of multiple 
workplace identities (e.g. the organisation and the profession) are problematic 
due to the weak ties with work based entities. Finally, additional work using a 
wider array and combinations of research methods is likely to shed further light 
on such strategies. 
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an occupation in transition: 
a comprehensive study of 

the Federal Human Resources 
community 

United States Office of Personnel Management

executive summary 
As the leader in human resources management for the Executive Branch, the 
Office of Personnel Management (OPM) is committed to partnering with 
Federal agencies to attract, develop and retain the Human Resources (HR) 
professionals required for the ever changing environment of the 21st century. 
Fundamental to this commitment is a comprehensive three part study of the 
Federal HR workforce. 

Part 1 highlights the demographic makeup of the HR workforce over a span of 
almost 30 years. This report is the second installment of OPM’s overall study. 
Its purpose is to provide information about “competencies” with a particular 
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emphasis on changing HR roles, emerging structures, and various competency 
models. Part 3 will synthesize findings from the first two reports with original 
research based on interviews with current practitioners including HR Direc-
tors, management focus groups, and a survey of HR professionals. 

There are a number of reasons why the issue of competencies has risen to the 
attention of the HR community. This report highlights the following trends 
that are making the case for the use of HR competencies. 

•   HR has undergone dramatic changes over the last five years. These include 
downsizing of the HR workforce, structural reorganizations, delegations 
of HR authority to line managers, and an influx of technology to name a 
few. 

•   The business of HR is changing. Increased emphasis on the need to improve 
the efficiency of HR services is leading to innovative approaches to redesign-
ing HR delivery systems. In addition, agencies are redefining the role of the 
HR professional to be more consultative than rules-oriented. 

•   There is growing concern over how to meet organizational needs with few-
er HR professionals. Competencies help organizations to focus on the char-
acteristics their employees must possess in order for them to be successful. 
Competencies also provide a way to measure employee performance and to 
align performance with business stra-tegies. 

•   There are a number of competency models already in existence. Thus, agen-
cies do not have to “reinvent the wheel” since many existing models can be 
tailored to fit individual organizational needs. 

Introduction
background 

Janice R. Lachance, Director, U.S. Office of Personnel Management, led off the 
Public HR Management Conference & Expo (March 1999, Washington, DC) 
with the assertion that HR professionals in the Federal sector workforce are in a 
state of transition. “Narrowly focused specialists are being asked to grow into the 
new generalists’ roles in the evolving workplace.” She went on to note, “In addi-
tion to the technical competencies that already are required, the HR generalists of 
the future will have to have all the skills necessary to play an active role in charting 
the strategic direction of our agencies.” 

In his book, Human Resource Champions, Dave Ulrich challenged HR to 
shed its old myths, adopt new competencies, redefine roles focused on results, 



An Occupation in Transition 267

and evolve into a true profession that makes a difference for the organization. 
This challenge, among others voiced by practitioners, management officials, and 
professional associations over the past decade, has led to the development of “HR 
competency models” as a way to refocus and revitalize the HR workforce. As 
noted by the Editor of Public HR (April 1999): “Competencies can offer [HR 
practitioners] an opportunity to define excellence—and, even more importantly, 
demonstrate the value they bring to their organizations . . . Ultimately, HR prac-
titioners who can demonstrate their value to their organizations will inevitably be 
rewarded with that ever-elusive ‘seat at the table.’” 

The new emphasis on competencies comes at a time of tumultuous change in 
HR. Once considered a stable occupation defined by precise rules and standard-
ized procedures, it is now confronting dynamic change in uncharted territory. 
In 1993, the National Performance Review called for HR reform and targeted 
reductions in staff. In response to this call, OPM abolished 10,000 pages of per-
sonnel rules, initiated HR reform legislation and adopted regulatory changes. The 
downsizing of the HR workforce, which continues today, began. 

HR downsizing is chronicled in-depth in the first installment of our study, 
Federal HR Workforce Trends. From 1991 to 1998, the HR workforce decreased 
by 17.5 percent. (Note: Most of this downsizing was in the Department of De-
fense where the HR workforce decreased by 25.5 percent as contrasted with a 
decrease of 11 percent across all civilian agencies). A major part of the overall 
decrease was achieved by the early retirement of many “seasoned personnelists.” 
This loss of HR experience and skills may be further exacerbated because about 
one-third of the HR community will be eligible to retire in the next five years. 

This trend was already observed in 1993, in the Merit Systems Protection 
Board (MSPB) report Federal Personnel Offices: Time for Change which con-
cluded that “over half of the managers and almost half of the personnel specialists 
surveyed cited lack of sufficient skill in the personnel staff....” The situation ap-
pears to have worsened since then. OPM’s 1997 report Deregulation and Delega-
tion of Human Resource Management Authority in the Federal Government, 
suggests that supervisors and managers share a similar concern over the exodus of 
HR expertise from Government. As one supervisor stated, “I’m concerned over 
what is an apparent decrease in the knowledge level of the personnel staffs as they 
continue to downsize.” 

HR in transition 

Six years after its conception, there is ample evidence of the effects that the Na-
tional Performance Review has had in shaping HR. The following are examples of 
how HR is changing within organizations. 
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Agencies are Realizing that they cannot do Business as Usual

HR responsibilities, once tasked to HR staff, slowly are being delegated to man-
agers. Many agencies have already begun outsourcing key HR services on a tem-
porary, recurring or permanent basis. Others have restructured their HR deliv-
ery systems in an attempt to save money, improve effectiveness and/or ward off 
threats of outsourcing. 

For example, the Department of Defense (DoD) has undertaken HR region-
alization on a grand scale. In 1994, DoD made the decision to regionalize its 
HR delivery system. A primary purpose of regionalization was to address exist-
ing HR structural deficiencies that prevented greater efficiency in service deliv-
ery. The DoD service ratio was then 1 HR professional for 61 employees (1:61). 
DoD plans ultimately to increase this ratio to 1:100 through regionalization that 
includes the full implementation of technological enhancements. Annually, ap-
proximately $150M dollars of personnel savings and avoided costs are expected. 

Managers are Taking on a Greater Role in the HR Arena

As a direct result of the National Performance Review recommendations, man-
agers are being given increasing delegations of authority over HR matters. In 
light of this, DoD’s regionalization was designed to increase the availability of 
improved technology that facilitates HR decision-making by managers and re-
duces workload for HR professionals. Many agencies are relying heavily on the 
Internet to educate managers about existing HR flexibilities. For example, the Air 
Force developed the Personnel Management Information Support System (PER-
MISS) for managers that provides basic information and guidance on civilian 
human resources management. This on-line system, used in conjunction with 
a computer-based long distance learning system, has received positive reactions 
from managers. 

HR is Being Restructured and Reinvented

Over the last five years, many agencies, large and small, have restructured and 
reinvented their HR functions. The Department of Veterans Affairs has been re-
structuring its HR delivery services by incorporating technology into HR opera-
tions and delegating traditional HR authorities, such as classifying positions, to 
managers. The Department of Education’s Office of Human Resources undertook 
a marketing campaign to highlight the services they provided to the organiza-
tion. This effort resulted in being asked to “sit at the table” in a consultative role. 
To prepare for this new role, they reinvented themselves as a group, bringing 
in new staff, hiring consultants, sponsoring training seminars and incorporating  
technology. 
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As agencies continue to streamline HR, new structures are emerging to sup-
port innovative ways to deliver HR services. While there is no one right way to 
deliver HR, many agencies are restructuring along similar lines. A number of 
agencies are reorganizing their HR workforce and delivery systems around their 
leading customer, the manager. Within large, multi-mission agencies, service de-
livery is also being aligned with major mission areas (e.g., housing or community 
planning and development in Housing & Urban Development; contracting or 
logistics in the Defense Logistics Agency). Advisory services are being established, 
staffed by HR generalists who provide front-line advisory and consultative ser-
vices to managers. “Back room” personnel functions are being centralized into 
shared service centers, staffed by HR specialists who coordinate and administer a 
variety of HR programs and services. 

HR is Relying on Technology to Get its Work Done

Technology will help to shape the work of HR professionals as they carve out new 
roles. Access to desktop computers and linkages to computer networks will allow 
HR professionals to have the latest information at their finger tips as they focus 
on their new roles in helping managers manage. Federal agencies are increasingly 
reaching out to contractors and purchasing private sector HR expert systems. Of 
the twenty departments contacted for input to this study, seventeen are making 
or evaluating major technology investments to alleviate transaction workload, im-
prove customer service, or—in the words of one—“to try to do at least better, if 
not more, with less.” 

Many Agencies are Finding New Ways to Improve the Efficiency of HR

A number of agencies are relying on the private sector for consultant expertise and 
advice to improve the efficiency of HR management. However, a few pioneer Fed-
eral HR offices have ventured to franchise their own operations, charging other 
Federal entities for services rendered. For example, the Department of Health and 
Human Services (HHS) restructured their HR organization by establishing a Pro-
gram Support Center (PSC) to provide support services to all Federal agencies on 
a competitive, “fee for service” basis. It should be noted that such franchises have 
come to the attention of agency components dissatisfied with their existing, tradi-
tional HR service providers. This raises the possibility of “shopping for alternative 
service” which, some believe, may help to improve efficiency and customer service. 

Some HR Offices are Transforming their HR Roles from a Rules-
Based to More of a Consultative Approach

Many HR professionals have embraced the challenge of serving in the role of 
business strategists and change agents for their agencies. Many Federal managers are  
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desperate for such help from HR. In response to these opportunities and de-
mands, new HR roles are emerging along with the identification of new compe-
tencies needed to get the job done. 

Private sector trends 

Federal HR Trends are Paralleling HR Trends in the Private Sector

The 1998 study, Human Resource Competencies for the Year 2000: The Wake-
Up Call by the Society for Human Resource Management (SHRM), found that 
some surveyed participants assumed their roles were relatively secure. Others were 
either in denial over the emerging HR trends or in fear of the future viability of 
HR as a function. Still, many saw the current situation as an opportunity to play 
a more critical role in the organization. The study indicated also that most HR 
professionals need to build new competencies and skills immediately. Although 
many study participants were aware of the changing environment, the overall 
picture seems to be that HR in the private sector is behind the curve in preparing 
itself for new roles and responsibilities. In another study focusing on HR in the 
private sector, only 10-35 percent of the HR workforce reported having the neces-
sary competencies to operate effectively in the new environment. 

Regardless of the Competency Gap, HR Roles in the Private Sector 
Continue to Change Significantly

As the following table shows, HR staffs spent 22 percent of their time maintain-
ing records in the early 1990’s compared to only 15 percent in 1996. The role of 
HR auditing fell from 19.4 percent to 12 percent during this same period. The 
shift is toward the role of strategic partner (22 percent) and the development of 
new HR systems and practices (19 percent). These results suggest that while HR 
professionals will need the traditional HR competencies that have served them 
well in the past, they will also need new competencies to support changing roles. 

competencies and HR
In the struggle to rethink new approaches to HR, many private businesses and 
government entities are moving toward competencies and competency-based sys-
tems as the answer to meeting organizational needs. But what do we mean by 
competencies and how do they actually relate to HR? For the purpose of this 
study, the following definition was chosen for the word “competency”: “An un-
derlying characteristic of an employee (i.e., a motive, trait, skill, aspects of one’s 
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self-image, social role, or a body of knowledge) which results in effective and/or 
superior performance (Boyatzis, 1982).” 

Table

Competencies may be grouped as follows (Tucker and Cofsky, 1994): 
•	 skills: the demonstration of expertise (e.g., the ability to make effective presenta-

tions, or to negotiate successfully); 

•	 knowledge: information accumulated in a particular area of expertise (e.g., ac-
counting, human resources management); 

•	 self-concepts: attitudes, values and self-image; 

•	 traits: a general disposition to behave in certain ways (e.g., flexibility); and 

•	 motives: recurrent thoughts driving behaviors (e.g., drive for achievement, af-
filiation). 

Organizations that have used competencies tend to define these compe-
tencies in their own terms, tailored to their own unique situations. The Na-
tional Park Service, for example, defines its competencies as a combination 
of knowledge, skills, and abilities in a particular career field which when ac-
quired, allows a person to perform a task or function at a specifically defined 
level of proficiency. 

Competencies can be further broken down into different categories that dis-
tinguish different purposes and/or uses: 
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•	 Essential Competencies serve as the foundation of knowledge and skills needed 
by everyone. (Spencer et al., 1990). These can be developed through training 
and are relatively easy to identify. 

•	 Differentiating Competencies distinguish superior performance from average 
performance (Spencer et al., 1990). These include self-concepts, traits and mo-
tives and although hard to develop, can determine long-term success on the job. 
With a valid competency-development methodology, one can define, measure 
and reward these competencies. 

•	 Strategic Competencies include those that are “core” competencies of the or-
ganization. These tend to focus on organizational capability and include com-
petencies that create a competitive advantage (e.g., innovation, speed, service, 
technology). 

Why competencies? 

Competencies can be used to Facilitate Change in Human Resources

There is recognition that the role of HR is moving from an emphasis on rules to 
a focus on results. To help facilitate this paradigm shift, a variety of organizations, 
both public and private, are identifying new competencies. Competencies are 
being used as a way to refocus the organization on what is really important and 
what it takes for the workforce to be successful. In addition, competencies provide 
the mechanism to zero in on the technical aspects of a particular job and devise a 
critical path through regulations and laws to the results desired by management. 
Furthermore, competency models highlight competencies needed by the organi-
zation and serve as vehicles for change. 

Competencies can be used to “Raise the Bar” on Employee 
Performance

According to a 1996 American Compensation Association (ACA) study focus-
ing on competency applications in HR, organizations are using competencies to 
integrate selection, training, appraisal, and compensation. In staffing, competen-
cies are used to select and promote employees. In human resources development, 
competencies are used to identify and close the gaps in individuals’ capabilities. 
In performance management, competencies and results are appraised to connect 
how a job was done to the results achieved. In compensation, pay can be based 
on the certified skills and competencies used on the job. Many hope that compe-
tencies will also help their organizations communicate desired behaviors, control 
costs and increase customer satisfaction. 
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Competencies are also being used in the following ways to Support 
the New Role of Human Resources

•	 as a strategy to strengthen the link with organizational culture, results, and in-
dividual performance by emphasizing competencies that are needed across oc-
cupational specialties; 

•	 as a tool to help describe work and what is required from employees in jobs in a 
broader, more comprehensive way; 

•	 as a method to align individual and team performance with organization, vision, 
strategies, and the external environment. 

How do competencies Relate to Ksas? 

Traditionally knowledges, skills, and abilities (KSAs) have been used in the Feder-
al Government to determine an applicant’s qualifications for selection or promo-
tion. Such KSAs serve as the foundation for competency models. Competencies 
can be used to assess and train employees for future needs, while KSAs focus typi-
cally on what is needed to do the job today. Competencies build upon the same 
KSAs used under the current Federal system but are more inclusive in that they 
also include traits, motives, and behaviors. 

Additionally, key knowledge, skills and abilities can be clustered to form a set 
of competencies that determine superior, not just basic, performance. Competen-
cies can then be linked to a set of behaviors that answer the question, “How do we 
know good per-formance when we see it?” And they can serve as the foundation 
to hire, train and develop employees and ultimately to set their pay. The ease of 
integrating all HR applications and communicating these linkages to stakeholders 
appears to be an attractive feature of competencies and serves as the compelling 
reason for their increasing popularity over traditional HR methods. 

Knowledge, skills and abilities (KSAs) and competencies are not mutually 
exclusive, but can complement and build upon each other to reinforce desired 
behaviors.

What is a competency model? 
new competencies, new Roles 

In his book, Human Resource Champions, David Ulrich speaks of a new vi-
sion for HR, “that it be defined not by what it does, but by what it delivers—
results that enrich the organization’s value to customers, investors (taxpayers), and  
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employees.” He believes HR needs to shed “Old Myths” and take on “New  
Realities” (Figure 2), and adopt competencies and redefine roles focused on re-
sults in order to evolve into a true profession that makes a difference for the  
organization. 

Table

Ulrich’s vision of the “New Realities” of HR is applicable to the Federal sector. 
With HR changes occurring in the Federal Government related to HR processes, 
structures, and delivery of HR services, Federal HR professionals are taking on 
new roles to perform effectively in this changing environment. 

What are these new roles and what competencies are needed? The National 
Academy of Public Administration (NAPA) was a pioneer in identifying the Fed-
eral HR competencies needed today. In its report, A Competency Model for Hu-
man Resources Professionals, NAPA convened three groups of Federal agency HR 
directors, senior staff and expert level specialists to pro-vide insights and input 
into the development of a compe-tency model designed for the Federal HR work-
force. The competency model includes 30 competencies and carves out five HR 
roles for the Federal HR Professional: business partner, change agent, leader, HR 
expert, and advocate. 



An Occupation in Transition 275

HR's capability to assume new roles and increase the level of new competen-
cies will determine the magnitude and impact HR will have on the organization 
in the future.

The International Personnel Management Association (IPMA) has also been 
active in this arena, developing its competency model based on the NAPA model. 
The IPMA model includes 22 competencies divided into four major HR roles: 
HR expert, business partner, change agent and leader. While recognizing the con-
tinued importance of the HR expert role, the IPMA model envisions a new HR 
professional who partners with managers to proactively devise effective solutions 
to organizational problems, leads and manages change, and serves as a role model 
to promote leadership, ethics and integrity. 

The IPMA Competency Model shows the interrelationship among the four 
roles. The roles are carried out in the context of the work that needs to be accom-
plished and the organizational environment. Each role is performed separately 
but is closely related and often requires the same competencies. The HR expert 
role serves as a foundation for all other roles and competencies. The combination 
of technical expertise and other competencies results in superior performance. 

OPM’s Personnel Resources and Development Center has done extensive re-
search on the application of competencies in the HR arena. The Human Re-
sources Competency Model depicts a compilation of the NAPA, IPMA, and 
OPM research. Five HR roles are exhibited with corresponding competencies. 
The HR expert role serves as a foundation for all other roles and competencies. 
The combination of technical expertise and other competencies results in superior 
performance. 

In addition, OPM’s research was crucial to the development of a new more 
general competency framework based on the concept of “emotional intelligence.” 
The Emotional Competence Framework is based on the idea that emotional in-
telligence may be more important than cognitive intelligence as a determinate of 
outstanding performance at work. The five elements (Selfawareness, Motivation, 
Self-regulation, Empathy, and Social Skills) reflect the way workers handle inter-
personal relationships on the job. The framework also provides the corresponding 
skills that must be learned to achieve emotional competence. 

The Department of Defense’s (DoD) HR Competency Framework includes 
three over-arching competency components (business management, professional 
and technical HR) that are common in DoD’s HR environment. Applicable oc-
cupations range from generalists and specialists to HR managers. The DoD HR 
Competency Framework recognizes the evolving role of the HR practitioner, 
transitioning from performing paper intensive work to becoming a strategic busi-
ness partner with management. “Soft” skills (e.g., team building, customer service 
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and problem solving) are important, as well as HR technical knowledge and skills 
in order for the HR professional to be effective in today’s world. 

behavioral anchors 

Competency experts warn that competency models need to include “behavioral 
anchors,” or as they are often called, “behavioral indicators.” Such anchors typi-
cally include scales which measure the varying degrees of a given competency that 
an employee is required to display. This is critical if the competency model is to 
be used as a “basis of legally defensible decisions related to selection, development 
or compensation.” (Tucker and Cofsky, 1994) 

Behavioral anchors need to describe observable and specific behaviors that 
leave no room for interpretation or assumptions. These behaviors can be mea-
sured to determine whether or not an employee meets a defined competency. A 
performance management system can be tailored to tie these behaviors to results 
for the purpose of identifying whether these behaviors are exhibited and inform-
ing employees about why they are important. The following table is an example 
of a customer-service competency that includes behavioral anchors (Tucker and 
Cofsky, 1994). 

Table
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competencies and emerging structures 

A review of the literature shows that organizations seeking to move to the 
new HR competency models are not sure of the best way to position HR to 
serve as a strategic business partner. The reality is that organizations are start-
ing from different positions and will need to structure their HR functions in 
different ways based on mission. There is no “one size fits all” solution. To 
overcome these barriers, the literature recommends that organizations begin 
to ask three overarching questions: 

(1) What is the optimum HR structure for the company? 
(2) Does this optimum structure require different skills? 
(3) Do current HR practitioners possess the new skills or must the company 

provide them with new tools and competencies? 

Finding answers to these questions is the first step in aligning HR competen-
cies with organizational structures. According to the California Strategic Human 
Resource Partnership, a consortium of senior HR business executives, the com-
petencies needed by senior HR generalists are very different, for example, from 
those required of HR specialists at other parts of the organization structure. The 
Partnership commissioned a study that included interviews with leading HR cor-
porate executives. Based on research and inter-views with ten leaders represent-
ing Fortune 500 companies, researchers developed and proposed an Integrative 
Model of HR Competencies, one that corresponds to the emerging structure of 
HR in the private sector. 

There was consensus between HR researchers and practitioners regarding cur-
rent and future HR competencies. The overall list of competencies is fairly consis-
tent among companies from various industries, although different competencies 
are emphasized in different HR roles. Researchers support the value of developing 
a new HR competency model that is both generic (applicable to companies in 
different industries) and specific (i.e., highlighting the competency differences in 
different HR roles and structural levels). 

The study also concluded that the next wave of HR competency models 
should be able to account for different competencies depending on where in 
the organizational structure HR professionals find themselves. In the public 
sector, the evolution of HR structures is still taking place. Once the major 
components are in place, organizations will be able to build structure-based 
competency models that can be used to tailor and operationalize the compe-
tencies needed to meet the requirements of each organizational level and the 
needs of various customers. 
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Looking to the Future 
one more Piece in the competency Puzzle 

The traditional role of HR is based on the image of an HR practitioner providing 
services (policy, advice, technical assistance, transaction processing, etc.) to a set 
of customers (organizations, individuals). With the focus changing to integrating 
HR into organizational business planning, another dimension is added to this 
picture of HR service delivery. Namely, those HR professionals who are manag-
ers and supervisors must take on the emerging roles of business partner, change 
agent, and leader in new organizational structures different from the past. Their 
challenge is even more daunting as they try to model the new or expected com-
petencies, while continuing the day-to-day operational and political management 
of HR. 

In many environments, they must do all this with a downsized staff which 
does not have the expertise or abilities (competencies) needed to meet the de-
mands. These current leaders of the HR function—advocating the new roles for 
HR, seeking and sometimes finding the elusive seat at the table, orchestrating the 
HR transformation—are setting the course for the future of the HR occupation. 
Are they capable of meeting all these challenges? How are we preparing them to 
meet these challenges? Are we preparing others for these leadership roles when 
current leaders retire or move on? 

Preparing for the challenges ahead 

In the years ahead, agencies will likely be given new authorities to design unique 
pay systems tailored to their agency mission. HR professionals will be relied upon 
by managers to use their HR technical competencies to help design and imple-
ment these new pay systems and to meet other challenges that arise in aligning 
HR systems to agency mission. In addition to HR technical expertise which will 
be a continuing requirement, competencies in the areas of system design, orga-
nizational culture, business strategy, change, consensus building, consultation, 
communication, and marketing skills will be even more important than they are 
now. 

The development of Demonstration Projects under 5 U.S.C. 47 is one illus-
tration of HR professionals already serving in these new roles and using the new 
competencies. Demonstration Projects are vehicles to test innovative approaches 
to HR that require waivers from title 5. A cross-functional team of HR experts 
and agency managers partner with OPM to design new HR systems from scratch 
or tailor previously tested innovations for new environments. 
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Based on the demonstration experience, managers will be willing to bring HR 
“to the table” once HR has proven its worth. The most credible HR professionals 
in the eyes of the managers are those who serve in the role of business partner by 
providing a variety of options and solutions. Instead of just saying “no” to some 
perhaps ill-conceived idea, HR experts say “yes” and help managers design systems 
tailored to their agencies within the framework of the Merit System Principles. 
With increased flexibility in pay, performance-based organizations and higher ex-
pectations on the part of line managers for strategic HR programs, HR will also 
be relied upon to a greater extent to serve in the role of change agent. That is, they 
will be called upon not only to design new HR systems and processes, but also to 
facilitate and manage the change process. 

Knowing that these changes are necessary is a major step on the road to trans-
forming HR. To begin moving forward, agencies need to know where they stand 
in terms of the necessary HR competencies that are required for organizational 
effectiveness. As mentioned earlier, the next report in this study will provide find-
ings and insights on which competencies are currently possessed by Federal HR 
professionals. These will be compared to those competencies which experts in 
both the private and Federal sectors say are needed now and in the future. Based 
on this analysis, competency gaps will be identified and practical recommenda-
tions will be made so that each agency can assess its own situation, take corrective 
actions, and better prepare to meet the future challenges of our dynamic HR 
community. 
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abstRact
Background

This paper addresses the health care system from a global perspective and the 
importance of human resources management (HRM) in improving overall 
patient health outcomes and delivery of health care services.

Methods

We explored the published literature and collected data through secondary 
sources.

Results

Various key success factors emerge that clearly affect health care practic-
es and human resources management. This paper will reveal how human  
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resources management is essential to any health care system and how it can 
improve health care models. Challenges in the health care systems in Cana-
da, the United States of America and various developing countries are exam-
ined, with suggestions for ways to overcome these problems through the proper 
implementation of human resources management practices. Comparing and 
contrasting selected countries allowed a deeper understanding of the practical 
and crucial role of human resources management in health care.

Conclusion

Proper management of human resources is critical in providing a high quality 
of health care. A refocus on human resources management in health care and 
more research are needed to develop new policies. Effective human resources 
management strategies are greatly needed to achieve better outcomes from and 
access to health care around the world.

background
Defining Human Resources in Health Care

Within many health care systems worldwide, increased attention is being focused 
on human resources management (HRM). Specifically, human resources are one 
of three principle health system inputs, with the other two major inputs being 
physical capital and consumables [1]. Figure 1 depicts the relationship between 
health system inputs, budget elements and expenditure categories.

Figure 1. Relationship between health system inputs, budget elements and expenditure categories. Source: 
World Health Report 2000 Figure 4.1 pg.75. http://www.who.int.proxy.lib.uwo.ca:2048/whr/2000/en/whr00_
ch4_en.pdf 
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Figure 1 identifies three principal health system inputs: human resources, 
physical capital and consumables. It also shows how the financial resources to 
purchase these inputs are of both a capital investment and a recurrent character. 
As in other industries, investment decisions in health are critical because they are 
generally irreversible: they commit large amounts of money to places and activi-
ties that are difficult, even impossible, to cancel, close or scale down [1].

Human resources, when pertaining to health care, can be defined as the dif-
ferent kinds of clinical and non-clinical staff responsible for public and individual 
health intervention [1]. As arguably the most important of the health system 
inputs, the performance and the benefits the system can deliver depend largely 
upon the knowledge, skills and motivation of those individuals responsible for 
delivering health services [1].

As well as the balance between the human and physical resources, it is also 
essential to maintain an appropriate mix between the different types of health 
promoters and caregivers to ensure the system's success [1]. Due to their obvious 
and important differences, it is imperative that human capital is handled and 
managed very differently from physical capital [1]. The relationship between hu-
man resources and health care is very complex, and it merits further examination 
and study.

Both the number and cost of health care consumables (drugs, prostheses and 
disposable equipment) are rising astronomically, which in turn can drastically 
increase the costs of health care. In publicly-funded systems, expenditures in this 
area can affect the ability to hire and sustain effective practitioners. In both gov-
ernment-funded and employer-paid systems, HRM practices must be developed 
in order to find the appropriate balance of workforce supply and the ability of 
those practitioners to practise effectively and efficiently. A practitioner without 
adequate tools is as inefficient as having the tools without the practitioner.

Key Questions and Issues Pertaining to Human Resources in 
Health care

When examining health care systems in a global context, many general human re-
sources issues and questions arise. Some of the issues of greatest relevance that will 
be discussed in further detail include the size, composition and distribution of the 
health care workforce, workforce training issues, the migration of health workers, 
the level of economic development in a particular country and sociodemographic, 
geographical and cultural factors.

The variation of size, distribution and composition within a county's health 
care workforce is of great concern. For example, the number of health workers 
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available in a country is a key indicator of that country's capacity to provide deliv-
ery and interventions [2]. Factors to consider when determining the demand for 
health services in a particular country include cultural characteristics, sociodemo-
graphic characteristics and economic factors [3].

Workforce training is another important issue. It is essential that human re-
sources personnel consider the composition of the health workforce in terms of 
both skill categories and training levels [2]. New options for the education and 
in-service training of health care workers are required to ensure that the workforce 
is aware of and prepared to meet a particular country's present and future needs 
[2]. A properly trained and competent workforce is essential to any successful 
health care system.

The migration of health care workers is an issue that arises when examin-
ing global health care systems. Research suggests that the movement of health 
care professionals closely follows the migration pattern of all professionals in that 
the internal movement of the workforce to urban areas is common to all coun-
tries [2]. Workforce mobility can create additional imbalances that require better 
workforce planning, attention to issues of pay and other rewards and improved 
overall management of the workforce [2]. In addition to salary incentives, devel-
oping countries use other strategies such as housing, infrastructure and opportu-
nities for job rotation to recruit and retain health professionals [2], since many 
health workers in developing countries are underpaid, poorly motivated and very 
dissatisfied [3]. The migration of health workers is an important human resources 
issue that must be carefully measured and monitored.

Another issue that arises when examining global health care systems is a coun-
try's level of economic development. There is evidence of a significant positive 
correlation between the level of economic development in a country and its num-
ber of human resources for health [3]. Countries with higher gross domestic prod-
uct (GDP) per capita spend more on health care than countries with lower GDP 
and they tend to have larger health workforces [3]. This is an important factor to 
consider when examining and attempting to implement solutions to problems in 
health care systems in developing countries.

Socio-demographic elements such as age distribution of the population also 
play a key role in a country's health care system. An ageing population leads to 
an increase in demand for health services and health personnel [3]. An ageing 
population within the health care system itself also has important implications: 
additional training of younger workers will be required to fill the positions of the 
large number of health care workers that will be retiring.

It is also essential that cultural and geographical factors be considered when 
examining global health care systems. Geographical factors such as climate or 
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topography influence the ability to deliver health services; the cultural and politi-
cal values of a particular nation can also affect the demand and supply of human 
resources for health [3]. The above are just some of the many issues that must be 
addressed when examining global health care and human resources that merit 
further consideration and study.

the Impact of Human Resources on Health sector Reform

When examining global health care systems, it is both useful and important to 
explore the impact of human resources on health sector reform. While the specific 
health care reform process varies by country, some trends can be identified. Three 
of the main trends include efficiency, equity and quality objectives [3].

Various human resources initiatives have been employed in an attempt to in-
crease efficiency. Outsourcing of services has been used to convert fixed labor 
expenditures into variable costs as a means of improving efficiency. Contracting-
out, performance contracts and internal contracting are also examples of measures 
employed [3].

Many human resources initiatives for health sector reform also include at-
tempts to increase equity or fairness. Strategies aimed at promoting equity in 
relation to needs require more systematic planning of health services [3]. Some of 
these strategies include the introduction of financial protection mechanisms, the 
targeting of specific needs and groups, and re-deployment services [3]. One of the 
goals of human resource professionals must be to use these and other measures to 
increase equity in their countries.

Human resources in health sector reform also seek to improve the quality of 
services and patients' satisfaction. Health care quality is generally defined in two 
ways: technical quality and sociocultural quality. Technical quality refers to the 
impact that the health services available can have on the health conditions of a 
population [3]. Sociocultural quality measures the degree of acceptability of ser-
vices and the ability to satisfy patients' expectations [3].

Human resource professionals face many obstacles in their attempt to deliver 
high-quality health care to citizens. Some of these constraints include budgets, 
lack of congruence between different stakeholders' values, absenteeism rates, high 
rates of turnover and low morale of health personnel [3].

Better use of the spectrum of health care providers and better coordination 
of patient services through interdisciplinary teamwork have been recommended 
as part of health sector reform [4]. Since all health care is ultimately delivered by 
people, effective human resources management will play a vital role in the success 
of health sector reform.
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methods
In order to have a more global context, we examined the health care systems of 
Canada, the United States of America, Germany and various developing coun-
tries. The data collection was achieved through secondary sources such as the Ca-
nadian Health Coalition, the National Coalition on Health Care and the World 
Health Organization Regional Office for Europe. We were able to examine the 
main human resources issues and questions, along with the analysis of the impact 
of human resources on the health care system, as well as the identification of the 
trends in health sector reform. These trends include efficiency, equity and quality 
objectives.

Results
Health care systems

Canada

The Canadian health care system is publicly funded and consists of five general 
groups: the provincial and territorial governments, the federal government, physi-
cians, nurses and allied health care professionals. The roles of these groups differ 
in numerous aspects. See Figure 2 for an overview of the major stakeholders in the 
Canadian health care system.

Figure 2. Overview of the major stakeholders in the Canadian health care system. 
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Figure 2 depicts the major stakeholders in the Canadian health care system 
and how they relate. 

Provincial and territorial governments are responsible for managing and deliv-
ering health services, including some aspects of prescription care, as well as plan-
ning, financing, and evaluating hospital care provision and health care services 
[5]. For example, British Columbia has shown its commitment to its health care 
program by implementing an increase in funding of CAD 6.7 million in Septem-
ber 2003, in order to strengthen recruitment, retention and education of nurses 
province-wide [6]. In May 2003, it was also announced that 30 new seats would 
be funded to prepared nurse practitioners at the University of British Columbia 
and at the University of Victoria [6]. Recently the Ontario Ministry of Health and 
Long Term Care announced funding for additional nurse practitioner positions 
within communities. Furthermore, most provinces and territories in Canada have 
moved the academic entry requirement for registered nurses to the baccalaureate 
level, while increasing the length of programmes for Licensed Practice Nurses to 
meet the increasing complexity of patient-care needs. Several provinces and ter-
ritories have also increased seats in medical schools aimed towards those students 
wishing to become family physicians [7].

The federal government has other responsibilities, including setting national 
health care standards and ensuring that standards are enforced by legislative acts 
such as the Canada Health Act (CHA) [5]. Constitutionally the provinces are re-
sponsible for the delivery of health care under the British North America (BNA) 
Act; the provinces and territories must abide by these standards if they wish to 
receive federal funding for their health care programs [8]. The federal government 
also provides direct care to certain groups, including veterans and First Nation's 
peoples, through the First Nationals and Inuit Health Branch (FNIHB). Another 
role of the federal government is to ensure disease protection and to promote 
health issues [5].

The federal government demonstrates its financial commitment to Canada's 
human resources in health care by pledging transfer funds to the provinces and 
direct funding for various areas. For example, in the 2003 Health Care Renewal 
Accord, the federal government provided provinces and territories with a three-
year CAD 1.5 billion Diagnostic/Medical Equipment Fund. This was used to 
support specialized staff training and equipment that improved access to publicly 
funded services [6].

The third group – private physicians – is generally not employed by the gov-
ernment, but rather is self-employed and works in a private practice. They deliver 
publicly-funded care to Canadian citizens. Physicians will negotiate fee schedules 
for their services with their provincial governments and then submit their claims 
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to the provincial health insurance plan in order to receive their reimbursement 
[5].

The roles of nurses consist of providing care to individuals, groups, families, 
communities and populations in a variety of settings. Their roles require strong, 
consistent and knowledgeable leaders, who inspire others and support professional 
nursing practice. Leadership is an essential element for high-quality professional 
practice environments in which nurses can provide high-quality nursing care [9].

In most Canadian health care organizations, nurses manage both patient care 
and patient care units within the organization. Nurses have long been recognized 
as the mediators between the patient and the health care organization [10]. In care 
situations, they generally perform a coordinating role for all services needed by 
patients. They must be able to manage and process nursing data, information and 
knowledge to support patient care delivery in diverse care-delivery settings [10]. 
Workplace factors most valued by nurses include autonomy and control over the 
work environment, ability to initiate and sustain a therapeutic relationship with 
patients and a collaborative relationship with physicians at the unit level [11].

In addition to doctors and nurses, there are many more professionals involved 
in the health care process. Allied health care professionals can consist of phar-
macists, dietitians, social workers and case managers, just to name a few. While 
much of the focus is on doctors and nurses, there are numerous issues that affect 
other health care providers as well, including workplace issues, scopes of practice 
and the impact of changing ways of delivering services [12]. Furthermore, with 
health care becoming so technologically advanced, the health care system needs 
an increasing supply of highly specialized and skilled technicians [12]. Thus we 
can see the various roles played by these five groups and how they work together 
to form the Canadian health care system.

Canada differs from other nations such as the United States of America for 
numerous reasons, one of the most important being the CHA. As previously 
mentioned, the CHA sets national standards for health care in Canada. The CHA 
ensures that all Canadian citizens, regardless of their ability to pay, will have ac-
cess to health care services in Canada. "The aim of the CHA is to ensure that all 
eligible residents of Canada have reasonable access to insured health services on a 
prepaid basis, without direct charges at the point of service" [6].

Two of the most significant stipulations of the CHA read: "reasonable access 
to medically necessary hospital and physician services by insured persons must 
be unimpeded by financial or other barriers" and "health services may not be 
withheld on the basis of income, age, health status, or gender" [5]. These two 
statements identify the notable differences between the Canadian and American 
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health care systems. That is, coverage for the Canadian population is much more 
extensive.

Furthermore in Canada, there has been a push towards a more collaborative, 
interdisciplinary team approach to delivering health care; this raises many new 
issues, one of which will involve successful knowledge transfer within these teams 
[13]. Effective knowledge management, which includes knowledge transfer, is in-
creasingly being recognized as a crucial aspect of an organization's basis for long-
term, sustainable, competitive advantage [34]. Even though health care in Canada 
is largely not for profit, there will still be the need for effective knowledge manage-
ment practices to be developed and instituted. The introduction of interdisciplin-
ary health teams in Canadian hospitals is a relatively new phenomenon and their 
connection to the knowledge management policies and agendas of governments 
and hospital administrations raises important questions about how such teams 
will work and to what extent they can succeed in dealing with the more difficult 
aspects of knowledge management, such as the transfer of tacit knowledge.

The multidisciplinary approach tends to be focused around specific profes-
sional disciplines, with health care planning being mainly top-down and domi-
nated by medical professionals. Typically there is a lead professional (usually a 
physician) who determines the care and, if necessary, directs the patient to other 
health care specialists and allied professionals (aides, support workers). There is 
generally little involvement by the patient in the direction and nature of the care. 
Interdisciplinary health care is a patient-centred approach in which all those in-
volved, including the patient, have input into the decisions being made.

The literature on teamwork and research on the practices in hospitals relating 
to multidisciplinary teams suggests that interdisciplinary teams face enormous 
challenges [13], therefore multidisciplinary teamwork will continue to be a vital 
part of the health care system. However, the goal of this teamwork should not be 
to displace one health care provider with another, but rather to look at the unique 
skills each one brings to the team and to coordinate the deployment of these skills. 
Clients need to see the health worker most appropriate to deal with their problem 
[14].

Some of the issues regarding the Canadian public system of health have been 
identified in the Mazankowski Report, which was initiated by Alberta's Premier 
Ralph Klein in 2000. Many issues have arisen since this time and have been de-
bated among Canadians. One of the most contentious, for example, is the pos-
sibility of introducing a two-tier medical system. One tier of the proposed new 
system would be entirely government-funded through tax dollars and would serve 
the same purpose as the current publicly-funded system. The second tier would be 
a private system and funded by consumers [5].
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However, the CHA and the Canadian Nurses Association (CNA) are critical 
of any reforms that pose a threat to the public health care system. It should be not-
ed that although Canada purports to have a one-tier system, the close proximity 
of private, fee-for-service health care in the United States really creates a pay-as-
you-go second tier for wealthy Canadians. In addition, many health care services 
such as most prescriptions and dental work are largely funded by individuals and/
or private or employer paid insurance plans.

It is important to realize the differences between the proposed two-tier 
system and the current health care system. Presently, the public health care 
system covers all medically necessary procedures and the private sector pro-
vides 30% for areas such as dental care. With the new system, both public and 
private care would offer all services and Canadians would have the option of 
choosing between the two.

The proposal of the two-tier system is important because it highlights sev-
eral important issues that concern many Canadians, mainly access to the sys-
tem and cost reduction. Many Canadians believe the current public system is 
not sustainable and that a two-tiered system would force the public system to 
become more efficient and effective, given the competition of the private sec-
tor. However, the two-tiered system is not within the realm of consideration, 
since the majority of Canadians are opposed to the idea of a privatized system 
[5]. No proposals have come forward that show how a privately funded system 
would provide an equal quality of services for the same cost as the current 
publicly funded system.

United States of America

The health care system in the United States is currently plagued by three major 
challenges. These include: rapidly escalating health care costs, a large and growing 
number of Americans without health coverage and an epidemic of substandard 
care [15].

Health insurance premiums in the United States have been rising at ac-
celerating rates. The premiums themselves, as well as the rate of increase in 
premiums, have increased every year since 1998; independent studies and 
surveys indicate that this trend is likely to continue over the next several years 
[15]. As a result of these increases, it is more difficult for businesses to provide 
health coverage to employees, with individuals and families finding it more 
difficult to pay their share of the cost of employer-sponsored coverage [15]. 
The rising trend in the cost of employer-sponsored family health coverage is 
illustrated in Figure 3.
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Figure 3. The trend of the cost of employer-sponsored family health care coverage in the United States. Source: 
National Coalition on Health Care 2004 pg.9. http://www.nchc.org/materials/studies/reform.pdf. 

Figure 3 illustrates the increase in health insurance premiums since 2001. 
These increases are making it more difficult for businesses to continue to provide 
health coverage for their employees and retirees [15].

To help resolve this problem, health maintenance organizations (HMO) have 
been introduced, with the goal of focusing on keeping people well and out of hos-
pitals in the hope of decreasing employer costs. HMOs are popular alternatives 
to traditional health care plans offered by insurance companies because they can 
cover a wide variety of services, usually at a significantly lower cost [16]. HMOs 
use "networks" of selected doctors, hospitals, clinics and other health care provid-
ers that together provide comprehensive health services to the HMOs members 
[16]. The overall trade-off with an HMO Is Reduced Choice in Exchange for 
Increased Affordability.

Another problem to address regarding the American health care system is 
the considerable and increasing number of Americans without health coverage. 
Health care coverage programs such as Medicare offer a fee-for-service plan that 
covers many health care services and certain drugs. It also provides access to any 
doctor or hospital that accepts Medicare [17]. Patients with limited income and 
resources may qualify for Medicaid, which provide extra help paying for prescrip-
tion drug costs [17]. However, according to figures from the United States Census 
Bureau, the number of Americans without health coverage grew to 43.6 million 
in 2002; it is predicted that the number of uninsured Americans will increase to 
between 51.2 and 53.7 million in 2006 [15].

Those Americans without health care insurance receive less care, receive care 
later and are, on average, less healthy and less able to function in their daily lives 
than those who have health care insurance. Additionally, the risk of mortality is 
25% higher for the uninsured than for the insured [15].
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Despite excellent care in some areas, the American health care system is expe-
riencing an epidemic of substandard care; the system is not consistently providing 
high-quality care to its patients [15]. There appears to be a large discrepancy be-
tween the care patients should be receiving and the care they are actually getting. 
The Institute of Medicine has estimated that between 44 000 and 98 000 Ameri-
cans die each year from preventable medical errors in hospitals [15].

It is also useful to examine the demographic characteristics of those Americans 
more likely to receive substandard care. Research shows that those Americans with 
little education and low income receive a lower standard of care [18]. This finding 
may be explained by the fact that patients who have lower education levels tend 
to have more difficulty explaining their concerns to physicians, as well as eliciting 
a response for those concerns because health professionals often do not value their 
opinions [18].

Case Studies

As shown by the extensive literature, statistics and public opinion, there is a grow-
ing need for health care reform in the United States of America. There is a duty 
and responsibility of human resources professionals to attempt to elicit change 
and implement policies that will improve the health care system.

Case 1

It is informative to examine case studies in which human resources professionals 
have enacted positive change in a health care setting. One such case from 1995 
is that of a mid-sized, private hospital in the New York metropolitan area. This 
case presents a model of how human resources can be an agent for change and 
can partner with management to build an adaptive culture to maintain strong 
organizational growth [19].

One of the initiatives made by human resources professionals in an attempt to 
improve the overall standard of care in the hospital was to examine and shape the 
organization's corporate culture. Steps were taken to define the values, behaviors 
and competences that characterized the current culture, and analyze these against 
the desired culture [19]. A climate survey was conducted in the organization; it 
became the goal of the human resources professionals to empower employees to 
be more creative and innovative [19]. To achieve this, a new model of care was 
designed that emphasized a decentralized nursing staff and a team-based approach 
to patient care. Nursing stations were redesigned to make them more accessible 
and approachable [19].

Human resources management also played an important role in investing in 
employee development. This was achieved by assisting employees to prepare and 



The Importance of Human Resources Management in Health Care 293

market themselves for internal positions and if desired, helping them pursue em-
ployment opportunities outside the organization [19]. This case makes obvious 
the important roles that human resources management can play in orchestrating 
organizational change.

Case 2

Another case study that illustrates the importance of human resources manage-
ment to the health care system is that of The University of Nebraska Medical 
Center in 1995. During this period, the hospital administrative staff recognized a 
variety of new challenges that were necessitating organizational change. Some of 
these challenges included intense price competition and payment reform in health 
care, reduced state and federal funding for education and research, and changing 
workforce and population demographics [20]. The organizational administrators 
recognized that a cultural reformation was needed to meet these new challenges. 
A repositioning process was enacted, resulting in a human resources strategy that 
supported the organization's continued success [20]. This strategy consisted of 
five major objectives, each with a vision statement and series of action steps.

•	 Staffing: Here, the vision was to integrate a series of organization-wide staffing 
strategies that would anticipate and meet changing workforce requirements per-
taining to staff, faculty and students. To achieve this vision, corporate profiles 
were developed for each position to articulate the core competences and skills 
required [20].

•	 Performance management: The vision was to hold all faculty and staff account-
able and to reward individual and team performance. With this strategy, man-
agers would be able to provide feedback and coaching to employees in a more 
effective and timely manner [20].

•	 Development and learning: The vision was to have all individuals actively en-
gaged in the learning process and responsible for their own development. Vari-
ous unit-based training functions were merged into a single unit, which defined 
critical technical and behavioral competencies [20].

•	 Valuing people: The vision was to have the hospital considered as a favored em-
ployer and to be able to attract and retain the best talent. To facilitate this vision, 
employee services such as child care and wellness were expanded [20].

•	 Organizational effectiveness. The vision was to create an organization that is 
flexible, innovative and responsive [20]. The developments of these human 
resources strategies were essential to the effectiveness of the organization 
and to demonstrate the importance of human resources in the health care 
industry.
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Both these case studies illustrate that effective human resources management 
is crucial to health care in a practical setting and that additional human resources 
initiatives are required if solutions are to be found for the major problems in the 
United States health care system.

Germany

Approximately 92% of Germany's population receives health care through the 
country's statutory health care insurance program, Gesetzliche Krankenversich-
erung (GKV). GKV designed an organizational framework for health care in Ger-
many and has identified and constructed the roles of payers, providers and hos-
pitals. Private, for-profit companies cover slightly less than 8% of the population. 
This group would include, for example, civil servants and the self-employed. It is 
estimated that approximately 0.2% of the population does not have health care 
insurance [21]. This small fragment may be divided into two categories: either 
the very rich, who do not require it, or the very poor, who obtain their coverage 
through social insurance. All Germans, regardless of their coverage, use the same 
health care facilities. With these policies nearly all citizens are guaranteed access 
to high-quality medical care [22].

While the federal government plays a major part in setting the standards for 
national health care policies, the system is actually run by national and regional 
autonomous organizations. Rather than being financed solely through taxes, the 
system is covered mostly by health care premiums [22]. In 2003, about 11.1% of 
Germany's gross domestic product (GDP) went into the health care system [23] 
versus the United States, with 15% [24] and Canada at 9.9% [25]. However, Ger-
many still put about one third of its social budget towards health care [22].

The supply of physicians in Germany is high, especially compared to the Unit-
ed States, and this is attributed largely to the education system. If one meets the 
academic requirements in Germany, the possibility to study medicine is legally 
guaranteed [26]. This has led to a surplus of physicians and unemployment for 
physicians has become a serious problem. In 2001, the unemployment rate for 
German physicians of 2.1% led many German doctors to leave for countries such 
as Norway, Sweden and the United Kingdom, all of which actively recruit from 
Germany [27].

Germany's strong and inexpensive academic system has led the country to 
educate far more physicians than the United States and Canada. In 2003, Ger-
many had 3.4 practicing physicians per 1000 inhabitants [23], versus the United 
States, which had 2.3 practicing physicians per 1000 inhabitants in 2002 [24] and 
Canada, which had 2.1 practicing physicians per 1000 inhabitants in 2003 [25]. 
It is also remarkable that health spending per capita in Germany (USD 2996) [23] 
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amounted to about half of health spending per capita in the United States (USD 
5635) [24], and slightly less than Canada's health spending (USD 3003) [25]. 
This clearly demonstrates the Germans' strength regarding cost containment.

There are several issues that physicians face in the German health care system. 
In a 1999 poll, 49.9% of respondents said they were very or fairly satisfied with 
their health care system, while 47.7% replied they were very or fairly dissatisfied 
with it [28]. Furthermore, the degree of competition between physicians is very 
high in Germany and this could lead to a reduction in physician earnings. Due 
to this competition, many younger physicians currently face unemployment. The 
German law also limits the number of specialists in certain geographical areas 
where there are issues of overrepresentation [22]. Thus, the oversupply of physi-
cians in Germany leads to many challenges, including human resources manage-
ment in the health care system.

In Germany a distinction is made between office-based physicians and hospi-
tal-based physicians. The income of office-based physicians is based on the num-
ber and types of services they provide, while hospital-based physicians are com-
pensated on a salary basis. This division has created a separated workforce that 
German legislation is now working to eliminate by encouraging the two parties to 
work together, with the aim of reducing overall medical costs [22].

Developing Countries

Accessing good-quality health care services can be incredibly arduous for those 
living in developing countries, and more specifically, for those residing in rural 
areas. For many reasons, medical personnel and resources may not be available or 
accessible for such residents. As well, the issue of migrant health care workers is 
critical. Migrant health workers can be defined as professionals who have a desire 
and the ability to leave the country in which they were educated and migrate to 
another country. The workers are generally enticed to leave their birth country by 
generous incentive offers from the recruiting countries [29].

Developing countries struggle to find means to improve living conditions for 
their residents; countries such as Ghana, Kenya, South Africa and Zimbabwe are 
seeking human resources solutions to address their lack of medically trained pro-
fessionals. Shortages in these countries are prevalent due to the migration of their 
highly educated and medically trained personnel.

Professionals tend to migrate to areas where they believe their work will be 
more thoroughly rewarded. The International Journal for Equity in Health (2003) 
suggested that those who work in the health care profession tend to migrate to 
areas that are more densely populated and where their services may be better com-
pensated. Health care professionals look to areas that will provide their families 
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with an abundance of amenities, including schools for their children, safe neigh-
borhoods and relatives in close proximity. For medical professionals, the appeal of 
promotions also serves as an incentive for educating oneself further [30]. As one 
becomes more educated, the ability and opportunity to migrate increases and this 
can lead to a further exodus of needed health care professionals.

These compelling reasons tend to cause medical professionals to leave their 
less-affluent and less-developed areas and migrate to areas that can provide them 
with better opportunities. This has caused a surplus in some areas and a huge defi-
cit in others. This epidemic can be seen in nations such as Nicaragua. Its capital 
city, Managua, holds only one fifth of the country's population, yet it employs 
almost 50% of the medically trained health care workers. The same situation can 
be found in other countries, such as Bangladesh, where almost one third of the 
available health personnel are employed "in four metropolitan districts where less 
than 15% of the population lives" [30]. Clearly this presents a problem for those 
living outside these metropolitan districts.

Other possible explanations put forth by Dussault and Franceschini, both of 
the Human Development Division of the World Bank Institute, include "man-
agement style, incentive and career structures, salary scales, recruitment, posting 
and retention practices" [31]. Salary scales can differ quite drastically between 
originating and destination countries, which are shown in Figures 4 and 5. They 
also state that in developing countries the earning potential one would see in 
more affluent or populated urban areas is much higher than one would expect to 
earn in rural areas.

Figure 4. Ratio of nurse wages (PPP USD), destination country to source country. Source: Vujicic M, Zurn P, 
Diallo K, Orvill A, Dal Poz MR 2004. http://www.human-resources-health.com/content/2/1/3. 
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Figure 4 shows the difference between the wage in the source country and des-
tination country for nurses. This difference is also known as the "wage premium" 
[29].

Figure 5. Ratio of physician wages (PPP USD), destination country to source country. Source: Vujicic M, Zurn 
P, Diallo K, Orvill A, Dal Poz MR 2004. http://www.human-resources-health.com/content/2/1/3. 

Figure 5 shows the difference between the wage in the source country and 
destination country for physicians [29].

As more health professionals emigrate to urban areas, the workloads for those 
in the rural areas greatly increase. This leads to a domino effect, in that those in 
such dire situations look for areas where they may be able to find more satisfac-
tory and less demanding working conditions [31]. Vujicic et al. (2004) summa-
rizes numerous variables that influence the migration pattern and has created a 
formula to express their impact. It is possible to quantify the factors, and human 
resources professionals need to look at the costs and benefits of altering the factors 
so that the migration pattern is more favorable. This formula is expressed as the 
results shown in Table 1, which shows the different reasons for one to migrate in 
terms of the popularity of a given reason.
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Table 1. Factors influencing health care professionals' intent to migrate, reason for migrating and willingness to 
remain in their home country. Source: Vujicic M, Zurn P, Diallo K, Orvill A, Dal Poz MR 2004 http://www.
human-resources-health.com/content/2/1/3.

There is a tendency for developed countries faced with decreasing numbers of 
nationally trained medical personnel to recruit already-trained individuals from 
other nations by enticing them with incentives. Zimbabwe has been particularly 
affected by this problem. In 2001, out of approximately 730 nursing graduates, 
more than one third (237) of them relocated to the United Kingdom [29]. This 
was a dramatic increase from 1997, when only 26 (approximately 6.2%) of the 
422 nursing program graduates migrated to the United Kingdom [29]. This leads 
to the loss of skilled workers in developing countries and can be very damaging, 
since the education systems in developing countries are training individuals for 
occupations in the medical profession, yet are not able to retain them [29].

Countries that have the capacity to educate more people than necessary in or-
der to meet their domestic demand have tried to counterbalance this problem by 
increasing their training quota. Vujicic et al. (2004) identify that "the Philippines 
has for many years trained more nurses than are required to replenish the domes-
tic stock, in an effort to encourage migration and increase the level of remittance 
flowing back into the country" [29].

Developed countries attract internationally trained medical professionals for 
many reasons. To begin with, "political factors, concerns for security, domestic 
birth rates, the state of the economy and war (both at home and abroad)" [26] 
influence the number of people that will be allowed or recruited into a country. 
Also, due to the conditions of the labor market compared to the demand in de-
veloped countries, governments may make allowances to their strict policies re-
garding the type of and number of professionals they will allow into their country 
[29]. This can be seen in a Canadian example:
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Canada maintains a list of occupations within which employment vacancies 
[are] evident. Potential immigrants working in one of these [listed] occupations 
would have a much higher chance of being granted entry than if they worked in 
a non-listed occupation [29].

Though Canada attracts internationally trained medical professionals, those 
employment vacancies may not always be open. Although there may be up to 
10 000 international medical graduates (IMG) in Canada, many are not legally 
allowed to practice. Many immigrants cannot afford the costs of retraining and 
may be forced to find a new job in a completely unrelated field, leaving their skills 
to go to waste [32]. In 2004, Ontario had between 2000 and 4000 IMGs look-
ing for work in medical fields related to their training and background [33]. That 
year, IMG Ontario accepted 165 IMGs into assessment and training positions, 
which was a 50% increase over the last year, and a 600% increase from the 24 
positions in 1999 [33].

Another appeal for developed countries with regard to foreign trained health 
care professionals is that they may be less of a financial burden to the host country 
than those trained domestically. This is because educational costs and the resourc-
es necessary for training are already taken care of by the international medical 
schools and governments [29]. Though these reasons may make recruiting foreign 
medical professionals seem appealing, there are still ongoing debates as to whether 
those trained outside the host country are equally qualified and culturally sensi-
tive to the country to which they migrate. Developing countries are addressing 
these concerns by establishing health professional training programs similar to 
those in developed countries [29]. These practices can be seen in, "the majority 
of nursing programs in Bangladesh, the Philippines and South Africa [which] are 
based on curricula from United Kingdom or USA nursing schools" [29]. Because 
of these actions, those who are trained may be more likely to leave and use their 
skills where they will be recognized and more highly rewarded.

There are also ethical considerations when examining the practice of recruit-
ing health care professionals, particularly if they are recruited from regions or 
countries where health care shortages already exist. The rights of individuals to 
move as they see fit may need to be balanced against the idea of the greater good 
of those left behind.

Due to the shortages, it has been found the level of health service in rural 
or poor areas has decreased, leading to lower quality and productivity of health 
services, closure of hospital wards, increased waiting times, reduced numbers of 
available beds for inpatients, diversion of emergency department patients and un-
deruse of remaining personnel or substitution with persons lacking the required 
skills for performing critical interventions [30].
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The article "Not enough here, too many there: understanding geographical 
imbalances in the distribution of the health workforce" (2003), states that a re-
duced number of health care workers in a given area has a direct effect on the life 
expectancy of its residents. For example, in the rural areas of Mexico, life expec-
tancy is 55 years, compared to 71 years in the urban areas. Additionally, in "the 
wealthier, northern part of the country, infant mortality is 20/1000 as compared 
to more than 50/1000 in the poorer southern states" [31].

Globalization—A Common Thread

While the issues raised in this article are common to many countries, the ap-
proaches taken to address them may not be the same in each country. Factors af-
fecting the approaches that can be taken, some of which have been raised, include 
demographics, resources and philosophical and political perspectives. However, 
an overarching issue that affects not only health care but many other areas is that 
of globalization itself.

Different countries have traditionally had different perspectives on health care 
that have influenced their approaches to health care delivery. In Canada for ex-
ample, health care is considered a right; its delivery is defined by the five main 
principles of the Canada Health Act, which officially precludes a significant role 
for private delivery of essential services. In the United States, health care is treated 
more as another service that, while it should be accessible, is not considered a 
right. Therefore there is a much larger private presence in health care delivery the 
United States than there is in Canada. In other parts of the world, the approach 
to health care falls between these perspectives.

As the move towards globalization for many goods and services increases, 
countries will have to consider how this will affect their approaches to health care 
delivery. As mentioned earlier, there is already a degree of labor mobility within 
a country that affects the quality and availability of health care services. There is 
also already a degree of international mobility of health care workers, as shown by 
the number of workers recruited developed countries.

While the international mobility of labor is generally not as unencumbered 
as that for goods and capital, that may be changing as more and more regional 
free trade agreements are considered. Canada, the United States and Mexico have 
NAFTA (North American Free Trade Agreement), Europe has the EU (European 
Union) and talks are under way to consider expanding the NAFTA agreement to 
include Central and South America, to expand EU membership and to consider 
an Asian trading bloc including China and India.

If health care becomes a part of these new trade agreements, countries will 
be obliged to treat health care delivery according to the rules of the agreement. 
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Using the NAFTA as an example, if health care is included, governments could 
not treat domestic providers more favorably than foreign firms wanting to deliver 
services. In Canada the concern is that it would mean the end of the Canada 
Health Act, since NAFTA would allow private, for-profit American or Mexican 
firms to open.

All five issues raised in this research would be affected by the increase in in-
ternational trade agreements that included health care. Therefore, governments, 
health care providers and human resources professionals cannot ignore this im-
portant consideration and trend when examining solutions to the issues. Depend-
ing upon their relative negotiation strengths and positions, some countries may 
not benefit as much as others with these agreements.

For example, it is more likely that countries with well-developed private, for-
profit, health care expertise, such as the United States, would expand into devel-
oping countries rather than the other way around. If there is an increased ability 
for labor mobility, then it is likely that health care professionals in the poorer, de-
veloping countries would move to where the opportunities are better. We already 
see this internally in the move from rural to urban centers; this would likely con-
tinue if the health care professionals had the opportunity to move out of country 
to where they could have greater financial rewards for their expertise.

When considering the countries examined in this paper, it is likely that Can-
ada and the United States would initially be the two most likely to move towards 
a more integrated approach to health care delivery. There is already a trade agree-
ment in place, many of the factors influencing health care are similar (demo-
graphics, training, level of economic development, geography, cultural factors) 
and they are currently each other's largest trading partners. While the current 
agreement, which includes Mexico, does not cover health care, there is pressure 
to broaden the agreement to include areas not currently covered. If this happens, 
human resources professionals will have to increase their understanding of what 
the new health care delivery realities could be. For example, if the move is more 
towards the Canadian example of a largely not-for-profit, mainly publicly-funded 
health care delivery system, then it will be more of an adjustment for the Ameri-
can professionals.

However, the likelihood of the Canadian approach to health care's being ad-
opted in the United States is very slim. During the presidency of Bill Clinton, the 
government attempted to introduce a more universal health care delivery system, 
which failed completely. Even though there are over 40 million Americans with 
no health care coverage, the idea of a universal, publicly-funded system went 
nowhere. Also, within Canada there is increasing pressure to consider a more ac-
tive role for private health care delivery. Therefore, it is more likely that Canadian 
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health care and human resource professionals will have to adapt to a style more 
like the American, privately delivered, for-profit approach.

If this is the direction of change, human resources professionals in Canada will 
need to adjust how they approach the challenges and new realities. For instance, 
there would likely be an increased role for insurance companies and health main-
tenance organizations (HMO) as they move towards the managed care model of 
the United States. With an HMO approach, financial as well as health needs of 
the patients are considered when making medical decisions. An insured patient 
would select from the range of services and providers that his/her policy covers 
and approves. Human resources professionals would need to work with a new 
level of administration, the HMO, which currently does not exist to any signifi-
cant degree in Canada.

As mentioned earlier, it is likely that developing countries would be receiv-
ing health care models and approaches from developed countries rather than the 
other way around. In particular, a country such as the United States that has a 
strong, private, for-profit approach already in place would likely be the source 
from which the health care models would be drawn. Therefore, health care, as well 
as human resources professionals in those countries, would also need to adapt to 
these new realities.

In Germany, where there is currently an oversupply of physicians, a move 
towards a more global approach to health care delivery, through increased trade 
agreements, could result in even more German health care professionals' leaving 
the country. The challenge to be addressed by human resource professionals with-
in the German health care system in this situation would be to prevent, or slow, 
the loss of the best professionals to other countries. Spending public resources in 
educating professionals only to have significant numbers of them leave the coun-
try is not a financially desirable or sustainable situation for a country.

discussion
While examining health care systems in various countries, we have found sig-
nificant differences pertaining to human resources management and health care 
practices. It is evident that in Canada, CHA legislation influences human re-
sources management within the health care sector. Furthermore, the result of the 
debate on Canada's one-tier versus two-tier system may have drastic impacts on 
the management of human resources in health care. Additionally, due to a lack 
of Canadian trained health professionals, we have found that Canada and the 
United States have a tendency to recruit from developing countries such as South 
Africa and Ghana, in order to meet demand.
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Examination of the relationship between health care in the United States and 
human resources management reveals three major problems: rapidly escalating 
health care costs, a growing number of Americans without health care coverage 
and an epidemic regarding the standard of care. These problems each have sig-
nificant consequences for the well-being of individual Americans and will have 
devastating affects on the physical and psychological health and well-being of the 
nation as a whole.

The physical health of many Americans is compromised because these factors 
make it difficult for individuals to receive proper consultation and treatment from 
physicians. This can have detrimental effects on the mental state of the patient 
and can lead to large amounts of undue stress, which may further aggravate the 
physical situation.

Examining case studies makes it evident that human resources management 
can and does play an essential role in the health care system. The practices, policies 
and philosophies of human resources professionals are imperative in developing 
and improving American health care. The implication is that further research and 
studies must be conducted in order to determine additional resource practices 
that can be beneficial to all organizations and patients.

Compared to the United States, Canada and developing countries, Germany 
is in a special situation, given its surplus of trained physicians. Due to this surplus, 
the nation has found itself with a high unemployment rate in the physician popu-
lation group. This is a human resources issue that can be resolved through legisla-
tion. Through imposing greater restrictive admissions criteria for medical schools 
in Germany, they can reduce the number of physicians trained. Accompanying 
the surplus problem is the legislative restriction limiting the number of specialists 
allowed to practice in geographical areas. These are two issues that are pushing 
German-trained physicians out of the country and thus not allowing the country 
to take full advantage of its national investment in training these professionals.

Developing countries also face the problem of investing in the training of 
health care professionals, thus using precious national resources, but losing many 
of their trained professionals to other areas of the world that are able to provide 
them with more opportunities and benefits. Human resources professionals face 
the task of attempting to find and/or retain workers in areas that are most severely 
affected by the loss of valuable workers.

Human resources management plays a significant role in the distribution of 
health care workers. With those in more developed countries offering amenities 
otherwise unavailable, chances are that professionals will be more enticed to re-
locate, thus increasing shortages in all areas of health care. Due to an increase in 
globalization, resources are now being shared more than ever, though not always 
distributed equally.
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Human Resources Implications of the Factors

While collectively the five main areas addressed in the article represent health 
care issues affecting and affected by human resources practices, they are not 
all equal in terms of their influence in each country. For instance, in Canada 
there are fewer health care issues surrounding the level of economic develop-
ment or migration of health workers, whereas these issues are much more 
significant in developing countries. In the United States, the level of eco-
nomic development is not a significant issue, but the accessibility of health 
care based upon an individual's financial situation certainly is, as evidenced 
by the more than 40 million Americans who have no health care coverage. 
Germany's issues with the size of its health care worker base have to do with 
too many physicians, whereas in Canada one of the issues is having too few 
physicians. Table 2 summarizes some of the implications for health care pro-
fessionals with regard to the five main issues raised in the article. One of the 
main implications of this paper, as shown in Table 2, is that HRP will have a 
vital role in addressing all the factors identified. Solutions to health care issues 
are not just medical in nature.

Table 2. Human resources implications of the factors
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Policy approaches in a global approach to Health care 
delivery

As mentioned at the start of this paper, there are three main health system inputs: 
human resources, physical capital and consumables. Given that with sufficient 
resources any country can obtain the same physical capital and consumables, it is 
clear that the main differentiating input is the human resources. This is the input 
that is the most difficult to develop, manage, motivate, maintain and retain, and 
this is why the role of the human resources professional is so critical.

The case studies described earlier showed how human resources initiatives 
aimed at improving organizational culture had a significant and positive effect on 
the efficiency and effectiveness of the hospitals studied. Ultimately all health care 
is delivered by people, so health care management can really be considered people 
management; this is where human resources professionals must make a positive 
contribution.

Human resource professionals understand the importance of developing a cul-
ture that can enable an organization to meet its challenges. They understand how 
communities of practice can form around common goals and interests, and the 
importance of aligning these to the goals and interests of the organization.

Given the significant changes that globalization of health care can introduce, 
it is important that human resources professionals be involved at the highest level 
of strategic planning, and not merely be positioned at the more functional, mana-
gerial levels. By being actively involved at the strategic levels, they can ensure that 
the HR issues are raised, considered and properly addressed.

Therefore, human resources professionals will also need to have an under-
standing not only of the HR area, but of all areas of an organization, including 
strategy, finance, operations, etc. This need will have an impact on the educational 
preparation as well as the possible need to have work experience in these other 
functional areas.

conclusion
We have found that the relationship between human resources management and 
health care is extremely complex, particularly when examined from a global per-
spective. Our research and analysis have indicated that several key questions must 
be addressed and that human resources management can and must play an essen-
tial role in health care sector reform.

The various functions of human resources management in health care sys-
tems of Canada, the United States of America, Germany and various developing 
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countries have been briefly examined. The goals and motivations of the main 
stakeholders in the Canadian health care system, including provincial govern-
ments, the federal government, physicians, nurses and allied health care profes-
sionals, have been reviewed. The possibility of a major change in the structure of 
Canadian health care was also explored, specifically with regard to the creation 
of a two-tier system. The American health care system is currently challenged by 
several issues; various American case studies were examined that displayed the role 
of human resources management in a practical setting. In Germany, the health 
care situation also has issues due to a surplus of physicians; some of the human 
resources implications of this issue were addressed. In developing countries, the 
migration of health workers to more affluent regions and/or countries is a major 
problem, resulting in citizens in rural areas of developing countries experiencing 
difficulties receiving adequate medical care.

Since all health care is ultimately delivered by and to people, a strong under-
standing of the human resources management issues is required to ensure the suc-
cess of any health care program. Further human resources initiatives are required 
in many health care systems, and more extensive research must be conducted to 
bring about new human resources policies and practices that will benefit individu-
als around the world.
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