HRM370-4 Contemporary Issues in Human Resource Management
Chapter 5
Managing flexible patterns of work for competitive advantage
What is flexibility?
At an organisational level flexibility is concerned with the integrative use of employment practices and organisational structures to create a capacity to adapt and manage innovation.
[bookmark: bookmark3]Many forms of overlapping flexibility exist, and managers need to distinguish between these forms of flexibility in order to be able to seize opportunities for increasing organisational flexibility.
Functional flexibility
Functional flexibility refers to management's ability to deploy and redeploy particular sections of the workforce on a wide range of tasks, in response to market demand, as and when required.
The volatility of product markets and the blurring of skill boundaries through technological change provide the environment for the development of this form of flexibility.
Central to the development of functional flexibility is the reversal of the Taylorist practices of fragmentation and de-skilling. Working practices which incorporate elements of functional flexibility include team working, empowerment, multi-skilling, re-skilling, and project-working.
[bookmark: bookmark5]Numerical flexibility
Numerical flexibility is a quantitative approach to the utilisation of the workforce. It is based on the principle of relating the size of the workforce to the levels of economic activity easily and at short notice.
 The use of seasonal, casual, part-time, and subcontracted workers typically provides this form of flexibility. The pressures of unpredictable short-term fluctuations in demand, combined with increased competitiveness, make these work patterns efficient and effective to sustain, as organisations are relieved of the cost of a fixed labour force.
The use of these work practices to externalise traditional core organisational activities is the major factor in increasing enterprise efficiency through numerical flexibility.
[bookmark: bookmark6]Work-time flexibility
Work-time flexibility is a further process of adjusting the 'quantity and timing of labour input without modifying the number of employees! 
Has been part of the traditional patterns of work organisation although it has traditionally incurred financial penalties. The incorporation of these patterns of work into contract hours per week, month or year provides the organisation with the flexibility to arrange and adjust work patterns, and leads to a closer correlation between labour utilisation and production demands, without financial penalty or the additional costs of hiring labour.
Job sharing refers to a situation where one job is split between two (or more) employees. 
Work patterns can provide both functional and numerical flexibility. Increasingly this is also being seen as a way to enhance work-life balance.
The outsourcing of noncore activities and the increased outsourcing of traditional core activities, particularly in the human resources area facilitates the reduction of the core or permanent workforce.
[bookmark: bookmark7]Financial flexibility
Financial flexibility is a compensation system designed to facilitate the development of flexible patterns of work.
Financial flexibility provides the duality of:
· Allowing market forces to dictate relative wage rates, providing cost-efficient numerical flexibility to the organisation.
· [bookmark: bookmark8]Providing the incentive for the core workforce to increase its skill base by relating pay to skill levels.
Procedural flexibility
Procedural flexibility is the central principle] in the development of flexible patterns j work.
Procedural flexibility is concerned with the establishment of consultative mechanisms for introducing changes or negotiating variations in work practices, primarily through changes in both legal and traditional practices covering employments
The process can range from directive through to a participative framework of negotiation.
Central to procedural flexibility is the acceptance of, and a role in managing, the new relationship for the employees and their representatives.
Such procedures are indicative of commitment to joint administration of labour flexibility within the workplace.
Procedural flexibility facilitates the combination of work patterns and practices that increase the utilisation of the enterprise's human resources.
Regulatory flexibility
Regulatory flexibility is a process to encour-age and facilitate the establishment, development or relocation of enterprises through the relaxation, amendment or exemption of public policy.  
May include changes in labour law restrictions or issues of occupational health and safety.
Mobility flexibility
Mobility flexibility involves a change in the nature of work, or a career change with the same employer.48 It may also mean a relocation of the work location through telecommuting and virtual teams where the location is incidental to the work. Can be seen in the development of the offshore call centre sector.
Cognitive flexibility
Cognitive flexibility is the mental frame of reference required to perform effectively in the job and the level of cognitive skill required. The development of new forms of flexibility has significantly changed the psychological contract between the employer and the employee, as we indicated earlier in the book
[bookmark: bookmark12]Organisational flexibility
A structural response to the development of the flexible patterns of work described above. 
Little is actually new in any of these patterns of work. What is new is management's explicit desire to seek to develop integrative or multiple forms of flexibility.
The pursuit of multiple forms of flexibility requires a parallel development in organisational forms to accommodate these changes. 
The traditional hierarchical or bureaucratic organisation cannot adequately handle these changes in work patterns, and that organisational structures with the capacity to adapt and manage change and innovation must therefore replace it.
HR checklist - Organisation readiness for flex work
The use of flexible work arrangements as dis-cussed above can entail many levels of change, 
The big question is: is the organisation ready to implement any of these techniques? 
Dychtwald, Erickson and Morison - ten organisational and management practices which can assist organisations, to determine organisations' readiness to establish or expand their flexible work arrangements. 
Include:
· Policy
· Employee commitment
· Management commitment
· Workforce planning
· Technology
· Training and orientation
· Teamwork
· Performance management
· Decision making
· Communication and information dissemination
Flexibility and organizational design
Organizational flexibility therefore provides management with the template to adjust and utilize the available human resources in a flexible manner in response to changing demands'. 
A model which has attracted particular attention is the flexible-firm model or core-periphery model
[bookmark: bookmark15]The flexible-firm model or core-periphery model
The flexible-firm model - to accommodate the development of multiple forms of flexibility, in particular functional, numerical, and financial flexibility 
Thompson and McHugh - the flexible-firm model or core-periphery model provides competitive advantage through the restructuring of the employment relationship: "The flexible firm model is based on a break with unitary and hierarchical labour markets and organisation of internal mean of allocating labour, in order to create a core workforce and a cluster of peripheral employment relations
The flexible-firm redefines the organisation into two two broad segments - the core and the periphery- make-up of the two segments reflects different types of flexibility the organisation requires. 
The core is made up of a permanent highly-skilled group of employees with internal career paths. 
Core employees experience a high degree of job security, with resources provided for training in firm-specific skills not readily bought in. 
This segment of the organisation is characterised by functional forms of flexibility. In contrast, the peripheral workforce is associated with the organisation's development of qualitative or numerical flexibility. The key function of this sector for the organisation is the undertaking of day-to-day activities that are important but not vital to the organisation.
Where either the core or peripheral workforce needs supplementing, the secondary peripheral workforce accommodates this through part-time temporary or subcontracting work. 
Provides increased numerical and functional flexibility with minimal organisational commitment or disruption.
The new organisation takes the form of a core with a variety of peripheral activities to serve its changing requirements,
The focus of the flexible-firm model is closely to match organisational (labour) resources with work demand, increasing the efficiency of human resource utilisation while dampening the effects of market volatility and uncertainty.
Critics of the flexible-firm model contend that this is simplistic and that change is far more uneven and complex
The flexible-firm model is also criticised for its promotion of variation in terms and conditions of employment within organisations. 
The outcome of this variation is the creation of a (skill) polarised workforce with an elite core workforce and a disenfranchised low-skilled, low-wage peripheral workforce
The changing dynamic flexibility
Flexibility has become a key platform of the new organisational environment. 
What is significant about the new core workers in the emerging knowledge economy is that they increasingly own the means of production – knowledge.
The changing labour market has also changed the nature of the psychological contract, which has significantly transformed the employer-employee relationship.
The management of these strategic resources therefore assumes greater significance
These ‘gold-collar workers' require organisations to manage them carefully and provide them with excellent working conditions. It is this group that is at the core of a firm's unique strategic advantage. 
It is not possible to develop a competitive advantage without the consideration of the people that form the core of a firm's knowledge base. 
The management of these human resources throws out particular challenges to organisations that base their advantage on these ‘free thinking' workers and 'managed' resources

The key to developing strategies that attract, develop, and retain these employees is to understand what motivates them.
Barnes - these workers think differently and behave differently to the traditional employee and have different needs. 
These workers are self-focused and less interested in the traditional benefits of employment such as job security and working conditions. 
Fundamental changes to the nature of the employment relationship will further accelerate the move away from the traditional employment relationship as exemplified in the traditional psychological contract based on loyalty and stability of employment. 
The onus, for gold-collar workers, will be to manage their own careers, which will mean constantly upgrading skills and employment 
Will require them to direct their own training and development for a broader range of skills, and accept greater role ambiguity and responsibility.
Organisations will have to adapt to this new paradigm in a variety of ways In particular, terms and conditions of employment and the way work is organised will need to be conducive to these workers.
Organisations will need to organise along very different lines compared to more traditional aspects of the employment relationship.
New organisations - the changing dynamics of the flexible organisation
New ways of organising work to access knowledge across traditional boundaries is vital
We need to view organisations more as open systems that do not aim to own the human capital but to manage it. Means accepting and accommodating the movement of human resources into and out of the firm.
Trade-off for the loss of employees is the gain through knowledge flow that results from exchanges through opportunities to create new networks beyond the firm. Also there is evidence to suggest that people who are only weakly associated with the organisation can be the providers of new information. 
Weak associations could include peripheral organisational structures. 
May range from sub-contracts or fixed-term appointments for specific projects, to encouraging ‘core' staff actually to leave to develop them-selves and allow new talent into the core organisation, thus developing a hybrid of the core-periphery model.
Increasingly the key issue for organisations is the management of these flexible distributed knowledge systems' 
The ability to manage distributed systems of knowledge has become a major factor of production as well as a source of competitive advantage for firms in advanced economies.
Competitive management practices depend upon generating relationships and knowledge through interactions with others outside the firm. Strategic advantage comes not just from the firm's internal flow of knowledge but in how the firm is able to tap into and use this internal flow of knowledge in conjunction with knowledge flows that occur outside the organisation.
Can result in a workplace that is team based, where employees are varied and transient in both organisational status and time relationships and management engages more in leveraging their resource than in managing them.
Contemporary flexibility - High-Involvement Work Systems
High-Involvement Work Systems (HIWSs), facilitate the on-going development of the skills and flexibility of team members. At the leading edge of these HIWSs are 'self-designing' or 'self-leading' teams. 
The significant feature of these self-managed teams is that they are increasingly taking on work tasks that would traditionally be seen as supervisory and middle management in nature.
Increasingly these teams are having influence over strategic decisions in terms of what the group actually does and why, rather than just how they undertake work. 
Work is allocated to the multi-skilled team members as whole tasks. These team members have substantial discretion over how the work is organized.
HR systems need to reflect a high-commitment philosophy, in an environment characterised by continuous change and increased competition, where downsizing and off-shoring are always options, 
There needs to be a fit between human resource policies and practices to ensure the development of a relationship of high trust and commitment between employees and management.
Management needs to recognise that the ability of a firm to acquire, integrate, and release resources is critical for a constant flow of knowledge from diverse sources within and beyond the boundaries of the organisation. 
Challenge for managers is to ensure alignment of the goals of these employees and the goals of the firm; this alignment may result in organisations allowing key employees to go wherever they can be most productive and even helping them depart for a better job.
Rationale for this is that in the age of information intensive industries, no organisation can compete without access to information from other organisations.
The challenge for managing flexible patterns of work will be to strike a balance between maintaining the stock of intellectual capital and absorbing and exchanging new knowledge and employees through external networks.
Draws attention to the impact of management’s ability to derive competitive advantage from continually developing and exploiting both its knowledge stock and knowledge flows.

New perspectives - flexible workers need flexible managers 
Davenport and Prusak - the most dramatic improvements in knowledge-management capability will be human and managerial.
New capabilities can be developed only where management understands this and has the skills and knowledge to create such an environment. 
Requires the skill to make decisions about skill gaps and inform training and development requirements. It can also be linked to career management
MacDonald - organisations that had developed a culture which encouraged employees to see their organisation as a supportive platform for advancing else- where, and for returning when opportunities become available, wen likely to facilitate the growth of knowledge stocks within the firm. 
Holland, Hecker. and Steen - medium-sized firm was able to attract employees by adopting such policies as employee mobility, training, development and career management.
Management that acts as the catalyst in the through-flow of staff to enable the organisation continually to regenerate its knowledge base.
It is important that organisation invest resources in these employees.
investment is necessary to ensure that they continue to develop their knowledge, skill and ability.

Advantages and disadvantages of flexible patterns of work
The employer perspective on flexible patterns of work
Perceived advantages for employers in  developing flexible patterns of work are that they:
· Enable employers to match organisational resources more closely with customer demand and product demand
· Reduce fixed costs – office space and desks
· Aid recruitment and retention
· Increase productivity – workers are less tired and stressed
· Reduce absence and turnover.
Most important factor for management in the adoption of flexible patterns of is the ability to respond quickly to new demands with minimum disruption.
May take the form of moving employees from one job to another or adjusting the level of human resources in response to fluctuation or changes in demand, as the market dictates.
Flexible work patterns also allow the employer to cover changes in work requirements, as and when required, by integrating the various types of flexibility. 
The ability to change the structure of the workforce or work patterns with minimal disruption is a key to efficient and effective utilisation of the available human resources.
Opportunities may have otherwise been unavailable because of other commitments.
The attraction of reduced periods of work is an overall increase in productivity and shorter recovery time.
For employers, the main disadvantages of flexible patterns of work include:
· Increased costs of training
· Higher direct costs 
· Administration that is more complex
· Communication difficulties
· The required management of the flexible workforce

These increased costs, combined with the more complex admin associated with managing these work patterns and the new (tenuous) psychological contract of gold-collar workers with the organisation, may diminish the perceived competitive advantage in developing flexibility to the extent that it is no longer a viable option. 
Multiple patterns of work and shifts may result in managers and employees not necessarily working at the same time for extended periods. 
Creates the potential for communication break-downs.
Management of the flexible workforce requires a significant increase in planning and coordination and the support of senior management
Management also needs to manage the variable nature of the employment relationship and the changing demands on internal and external labour.
The employee perspective on flexible patterns of work
The main advantages for employees associ¬ated with flexible work patterns include:
· The ability to combine work with out-side interests (e.s:. career responsibilities or hobbies)
· Greater satisfaction with the job
· Improved motivation
· Less tiredness.
Flexibility can provide the opportunity to combine work with outside activities. 
Allows employees to maintain a presence in the workforce 
 In addition, the increase in part-time work and flexible career paths, allows employees to develop the right balance of work, career developments, and outside commitments.
Greater satisfaction and improved motivation are associated with employees who have the opportunity to develop their skill range.
The major negative implications of flexible patterns of work for employees include:
· Unequal treatment in terms of pay and benefits
· Reduced opportunities in terms of carets
· Limited opportunities for training
· The challenge to the ‘psychological contract'
· Increased insecurity of jobs
· Increased stress.
For multi-skilled employees, flexibility is generally interpreted as a skill formation and enhancement process, which provides the employee with relevant and up-to-date skills and therefore increased opportunity to pro-gress within the organisation.
Critics point to the de-skilling and work-intensification aspects of the downward enlargement of job profiles which fall within the umbrella term of multi-skilling.
[bookmark: _GoBack] Employees in this con- text provide efficiencies through cost-cutting rather than skill development.
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