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Human Resource Management – Personnel Management and Human Resource Management
Managers are tasked with effectively distributing the resources available to them along with sourcing additional resources that could improve the profitability of their venture. The most difficult resource to manage is Human Capital. There are two main schools of thought when it comes to management: Personnel Management (PM); and Human Resource Management (HRM). PM focuses on maximising the value provided by employees through strict delegation of tasks from the head of the company aiming to manage the company collectively. HRM on the other hand sets out strategic goals for the company and delegates responsibility throughout the different departments of the company allowing middle level managers more freedom to manage their subordinates how they want to maximise their productivity. 

In the early 20th century the workforce was seen as mostly lazy and uncooperative. A reward system was often utilised to encourage employees to work to their maximum ability, this usually constituted a large bonus for men able to complete their task in the time given. (Taylor, 2004) This scientific management is seen as one of the origins of PM, the workforce was set specific tasks to contribute to the overall product and their performance was tracked and analysed. This allowed for the employees’ abilities to be compared and any workers that were not as productive could be replaced. Early adopters of PMfound massive productivity advantages over rivals provided by the distribution of labour and through measuring production levels. By measuring the production levels, they were able to incentivise the workers to put in maximum efforts by passing on some of the extra profits garnered to employees provided they were working at or above expectation and could fire those that appeared to be slacking.

The origins of modern Personnel Management are associated with the formation of standardised rules and policies for managing the workforce. Usually this included the formation of a department of specialists tasked with managing employees as well as creating a structure for recruitment, training, promotion and disciplinary matters. (Thornthwaite, 2012) This policy creation allows for the controlling of the entire workforce through strict adhering to the rules set out by the top-level managers. This collective management philosophy is perhaps the most key attribute of PM. Companies that employ this system are generally seen as bureaucratic entities that abide strictly to the rules set out by the directors of the company.

One of the first great implementers of PM was Henry Ford. He created simple standardised tasks for his generally uneducated, often immigrant workforce. This style of management epitomises the core principles of PM with Ford managing his employees as a collective, his assembly line running like a machine with human parts. Ford drew great inspiration from Taylor’s teachings of scientific management, he tried to maximise the output of every worker along his assembly lines. Famously he dug trenches for tall employees to stand in and made sure boxes were given to shorter workers to stand on so everybody along the assembly line was working at the optimal height. This was in an effort to combat the high turnover in staff he suffered due to both the physical demands and mental strain of working in a Ford factory. Even as a great utiliser of Personnel Management principles Ford foresaw the rise of HRM. “There is now a definite demand that the human side of business be elevated to a position of equal importance with the material side. And that is going to come about.” (Ford, 2005) Ford tried to solve the issues of his workers by offering wages way higher than the average for unskilled labour to incentivise them to stay for the longest period possible but even he recognised the future would require different management principles to maximise profitability.

McGregor (1960) theorised that there were two types of employees: those who were self-motivated and would rely on self-direction (Theory Y); and those who would rely purely on external control (Theory X). McGregor’s Theory of X and Y is still very well respected today although it is generally accepted that people fit onto a scale of how self-motivated they are in the workplace. There are however critics for McGregor’s model in the modern work environment with the model based on the 1950s workplace. (Bobic, and Davis, 2003) These critics believe that McGregor’s belief that most people fall into the Theory Y camp when given the opportunity to flourish is false with many businesses trying this approach and failing. Theory X management fits in with the ideas of Personnel Management where strict rules are set and to be abided to with management directing the tasks to be completed by each section of the workforce. 

This Theory X management style had been popularised early in the 20th century by factory owners such as Ford who set up an assembly line with each worker assigned a very specific job that contributed to the final product. Whilst in the workplace there was no need for thought, once the employee had been taught his job he would complete the repetitive action all day everyday until he was moved or more likely quit from physical or mental strain. 
 
Callaway (1999, pp25-26) postulated it was this authoritarian Theory X style management that lead to the spread of the Marxist ideology amongst low skill workers and thus to the organisation of labour and the birth of trade unions.  This Theory X style management of workers was generated by the prevalent classism during the late nineteenth and early twentieth century where the working class were generally very poorly educated. “[Theory X management] does not assume that people are lazy and resist work, but it assumes that the manager is healthy while everybody else is sick. It assumes that the manager is strong while everybody else is weak. It assumes the manager knows while everybody else is ignorant.  It assumes that the manager is right, whereas everybody else is stupid. These are the assumptions of foolish arrogance.” (Drucker, 2011, p259) This view that Theory X management is archaic and obsolete was quickly adopted as it was clear that having to pay over the minimum wage to hold onto unskilled workers would cut into the profit margin in the long term. Whilst this is true the argument is that it is more profitable to have the extreme turnover of workers at minimum wage so long as they are trained to do one job and do not need to be retrained lowering their productivity. Particularly in the current climate of high unemployment companies may believe they can either keep hold of workers who cannot risk quitting or that there will be a large enough supply of people looking for work to continue using Theory X management principles. 

Theory Y management is more in line with HRM principles of management distributed throughout the business. Theory Y assumes that workers are not inherently averse to working but instead are self-driven and seek self-fulfilment. (Chiva, 2014) This belief leads to directors being more open to distributing responsibility throughout the ranks of their company. The benefits are obvious with workers likely to embrace the added responsibility and feel like they are a valued member of the company. This can also lead to more innovation with workers more likely to come forward with ideas about how to improve business performance. There are however downsides to Theory Y type management as with added responsibility comes larger impact from mistakes. The less experienced members that in Theory X type companies would be restricted by the bureaucratic structure are now more able to make mistakes that could have potentially drastic negative consequences on the company. It is key therefore in HRM to asses the risk the business is exposing themselves to by distributing responsibilities to managers lower down the company ranks. Some level of control must be maintained by the directors otherwise they will be overexposed and a mistake by an inexperienced member of staff could have calamitous consequences.

Theory X management is not always the inferior managerial method but has received a large about of bad press due to its view of workers as naturally obstacles rather than assets. Theory X can be useful where the assumptions it makes of the workers are correct, if the employees do not possess the required self-motivation and are left to their own devices they will complete the tasks they are set and then spend the rest of the working day partaking in non-value adding activities. Theory X management can still be easily seen in working environments such as call centres where employees are quickly trained up and then monitored closely with high employee turnover rates, the industry replaces around 26% of the workforce each year. (Dinsmore, 2016) In jobs such as these Personnel Management is still the best solution with top-level managers able to collectively manage the business with clearly defined rules to be followed throughout the enterprise. 

Theory Z theorises that when people feel valued and financially comfortable in work they will be trustworthy and loyal employees with high levels of productivity. (Ouchi, 1981; Maslow, 1998) This type of management is popular in Asian countries where a large population tend to work at the same company for their entire career. Theory Z requires a superb Human Resource Management system to make sure workers feel fulfilled and valued enough to remain at a company for 40 years. This is beneficial as businesses know they can invest into the workforce without as large a threat of talent getting poached by rivals offering higher wages. Problems can arise within a Theory Z type philosophy however if either the business shifts markets or the markets they operate in shift to require different skills from workers. When retraining one must evaluate the value wasted of the labour-time required to acquire the new skills. (Bourdieu, 1986) Especially in the modern climate where markets are shifting and evolving year on year Theory Z may not be the most effective management Theory. The risk of committing to keeping employees for long periods of time also places a large strain on the recruitment of the company as they must make sure they select the right people to bring into the family-like business environment. 

Personnel Management has become increasingly less fashionable from 1945 onwards in business in favour of HRM. (Kaufman, 2009) Whilst true in terms of department names with most large companies employing a Human Resource department in the 21st century there is certainly an argument that PM is still very prevalent in practice. The shift away from the use of Personnel Management departments was likely due to the association with Theory X style management and the rise of trade unions against it. Intelligent business owners created Human Resource departments to placate the workers and show they were willing to change and listen to the employees whilst still maintaining a collective management system over their company with a bureaucratic system controlling the workforce. 

The most obvious indicator of a HRM system is the presence of a strategic process at the director level of the company and the clear communication of these strategic goals throughout the company. Companies that operate with a HRM philosophy don’t set rules that apply to all branches of the company. Instead they focus on communicating strategic goals and let managers lower down the food chain develop the minutiae. The world seems to be trending ever more towards this method of management with the benefits of a less strict working environment being preferred by most 21st century talent. 
  
In Multinational corporations there is generally a shift in management style to a more participative system (Kelly, 2001) as different cultures are integrated into the company. This shift is generally towards a more Human Resource Management inspired system with management of the workforce generally distributed to managers posted in each nation. This style allows for different managerial styles to be implemented throughout the company with managers making judgement calls on how to get the most out of their subordinates. To avoid the company becoming disjointed with this approach however the top-level company directors will set broad goals for the company to guide the lower level managers in the direction they want the company to grow. Multinational corporations can be observed as one the largest driving factors behind the expansion of HRM as the difference in management styles between Multinational companies and state-owned businesses in China shows. (Goodall, and Warner, 1999) The state-owned companies tend to still manage the workforce as a collective whereas most Multinational Corporations have adopted the western idea of HRM. 

Human Resource Management therefore may include Personnel Management within it if that is the system that a manager believes will be the most effective in the part of the company they are in control of. In this aspect HRM can be seen as an evolution of Personnel Management, implementing it where it can be of the most use and still allowing freedom for areas of the company that are judged to be self-motivated Theory Y type workers. This is likely to continue the shift away from businesses running a collective bureaucratic management system that encompasses the whole company. 

Human Resource Management is still evolving with the present focus on strategic human asset management. The two core ideas are “strategic agility and knowledge management.” (Subramaniam, Nankervis, and Chan, 2013) Strategic agility is the future as strategic planning is no longer versatile enough especially with the rapid change in technology and short lifespans of modern products. Strategic agility focuses on reacting to market insight as quickly as possible through effective communication systems that allow directors to change strategy whenever and know the whole company will be ready to pivot and adapt. “Knowledge management in HRM aggregates both firm and individual knowledge, and may include historical, financial, social and cultural data, and requires sophisticated data collection, retrieval, analytical and operational systems which facilitate its applications in corporate strategic agility imperatives.” (Ibid) 

The world is likely to continue shifting further towards the western idea of HRM rather than the bureaucratic PM. The two systems have a lot in common with HEM seeming to evolve from and build upon the principles of PM. For this reason, it is hard to see why companies would want to persist without adopting HRM principles. This is especially the case for larger companies that have to control hundreds of employees split amongst different departments. In such companies the distribution of management is a must especially if the business spans multiple countries or even continents. Different cultures and departments will be most productive under different styles of management and the lack of a strict bureaucratic system allows skilled managers to evaluate their subordinates and create a system that aims to maximise the output of their part of the company. Whilst some people worry that such a system could become disjointed this would be a failure in the implementation of an effective Human Resource Management department. This department is responsible for making sure all areas of the business understand the strategic goals of the company and are working towards maximum productivity and therefore profitability.
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