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Abstract 

This paper reports some results from a survey 
of human resource practices and outcomes in 
new establishments operating in the UK. Com
parisons are made between establishments 
which are UK , American, Japanese and Ger
man-owned. Contrary to expectations, the 
German-owned establishments are Ie ss likely to 
use either innovative human resource practices 
or to emphasise training and close links with 
uni ons; they also tend to reveal poorer out
comes. The possible reasons for this are dis
cussed. 

Introduction 

Moves towards more widespread use of new 
approaches to human resource management 
(HRM) have been widely documented (Beau
mont, 1992; Guest, 1990, 1991 ; Hegewisch and 
Brewster, 1993). The main reasons for this 
growth are gene rally linked to market forces 
driving companies to make fuller use of human 
resources as a basis for competitive advantage. 
Other factors include evidence from 'excellent' 
companies and from social science research 

I The research described in this paper was supported by the 

Leverhulme Foundation and conducted at the Centre for 

Economic Performance at the London School ofEconomics. 

The CE P is an ESRc-funded research centre. Kim Hoque was 

the research assistant on the project and his major contribu
ti on is acknowledged. 

David E. Guest 

pointing to advantages to both employees and 
employers in the use of HR M techniques. 

Some observers are sceptical about the no
velty ofHRM. They suggest that it is either a re
focussing of personnel management (Legge, 
1989) or that, where innovative approaches are 
used, they are Iittle more than a new form of 
Taylorism (Keenoy, 1990). Even those sympa
thetic to the potentialof H R M point out that 
there is no single model. Indeed a fairly cursory 
review (Guest and Rosenthal, 1993) indicates 
th at there are at least four alternative models of 
apparently innovative approaches to the man
agement of human resources th at can be fairly 
readily identified. These fit rather conveniently 
with stereotypes - and it must be emphasised 
that they are stereotypes - ofnational manage
ment culture and, by implication, national 
ownership of companies. 

The first model is an American version of 
HRM. Despite the concerns ofthe more 
thoughtful writers from within a traditional 
pluralist industrial relations perspective (e.g. 
Beer et al., 1985; Kochan, Katz and McKersie, 
1986; Strauss, 1992), this proclaims an essen
tially individual, unitarist approach to HRM 
based on high commitment and high trust. It is 
perhaps best cap tu red in Walton's (1985) dis
tinction between control and commitment ph i
losophies, HRM being linked to the commit
ment philosophy. It is manifested in the 
practices of the high technology companies 
such as IBM, DEC and Hewlett Packard in their 
heyday in the 1980s. 

The second model is Japanese. The Japanese 
approach to management is by now well
known and it shares a number of si mi lari ties 
with the American approach. However rather 
more emphasis is placed on teamworking, con
sultation and collective approaches. They share 
an emphasis on high commitment through a 
form of clan culture but the Japanese approach 
can more readily accommodate a representa
tive system, as long as it is carefully managed. 
Unlike American companies, the Japanese 
might therefore recognise a single trade union, 
often with some kind of 'single union deal'. 

The third model is the European one based 
on a more traditional view of industrial rela
tions. It acknowledges the importance of a 
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pluralist perspective and of the need for ar
rangements to accommodate the concerns of 
key stakeholders. It has evolved to place 
particular emphasis on policies and practices 
Iikely to enhance the quality ofworking life at 
the same time as seeking high performance. It 
has probably reached its most advanced form 
in the Scandinavian countries and in Germany. 
Within the European Community, Germany is 
its best representative, not only because of the 
well-established system of industrial democ
racy but also because ofthe emphasis placed in 
Germany on training and on the quality of the 
workforce. German practice can therefore be 
said to provide an exemplar for a European 
model ofHRM which can be contrasted with the 
American and Japanese approaches (Guest, 
1994). 

In marked contrast to the German model, 
the British government, strongly supported by 
industry, has been highly critical ofthe German 
approach as manifested in the Social Chapter 
ofthe European Community. It has therefore 
opted out of this part of the Treaty. In doing so, 
it is proclaiming the advantages of an alterna
tive approach based on the operation of the 
marketplace and of management's right to 
manage without the hindrance of expensive le
gal restrictions on the way it manages the 
workforce. This represents an alternative ap
proach to HRM which claims to be innovative 
and different although it may use a number of 
techniques associated with other approaches to 
HRM. However the central motivation for their 
use is to develop a regime which promotes effi
ciency and low costs as the strategy for compe
titive advantage. One key element is to mini
mise wage costs and more particularly indirect 
'social' costs. The kind of techniques which 
might be adopted include the use of selection 
tests, careful socialization and some forms of 
performance-related pay. However flexibility 
will be achieved by edict rather than through 
job redesign. It is in this context that an 
amended form of Taylorism might be found. 
Well-known American examples operating in 
Europe include McDonalds and Disney. But it 
is in the UK that this approach has been most 
enthusiastically advocated at nationallevel and 

implemented in varying degrees in service sec
tors such as retail and finance. 

It must be emphasised that we are presenting 
stereotypes. However they are testable stereo
types and for those who are interested in the 
impact of the various approaches to manage
ment on employee well-being and on organiza
tional performance, it is important to try to de
termine the use and the impact of the different 
approaches to HRM . One way of attempting to 
do so is to explore the impact of national own
ership of establishments on their policies, prac
tices and performance. 

Human resource management in UK greenfield 
sites 

The opportunity to study the impact of na
tional ownership and national stereotypes of 
HRM arose in the context ofa study ofHRM in 
green field (ie. new) sites in the UK . The study 
had three main objectives. The first was to ex
amine what happens when greenfield sites turn 
brown. There is quite a lot of information about 
policy and practice at new establishments, im
mediately af ter start-up but rather less about 
what happens once the initial excitement has 
worn off and a more conventional day to day 
routine becomes established. It was hypothe
sised that those establishments that did not 
have a strong culture imposed by the parent 
would 'brown' more rapidly. The second issue 
was to determine the impact of national own
ership on the type ofHRM that was practised. It 
was hypothesised that distinctive national pat
terns would emerge along the lines described 
above. Finally, the study was designed to ex
plore outcomes in an attempt to begin to fill the 
gaps in our knowledge about the impact of 
HRM. In what follows, we will be concentrating 
on the second of these objectives while touching 
on the third. 

Greenfield sites in the UK are arguably a 
particularly suitable setting for a study ofthis 
type. They provide a level playing field in which 
companies can choose HRM policy and prac
tice. Because they are new establishments, both 
the 'parent' and the local managers are Iikely to 
think through the policy and practice they wish 
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to pursue and the parent has to decide how far 
to interfere and impose a corporate model or 
leave local management to fend for itself. We 
chose as our operational definition of green
field sites those employing more than 50 and set 
up since 1980. This approximates the time since 
the Conservative government started to remove 
the legislative and other restrictions on man
agerial choice with respect to employment and 
industrial relations policy. 

The research has three elements. The first is a 
re-analysis of aspects of the third Workplace 
Industrial Relations Survey (Millward et al., 
1992). This is a comprehensive survey of indus
trial relations practices in a carefully selected 
and representative sample of 2000 establish
ments in the UK . The second part is a survey of 
establishments in the manufacturing and fi
nance sectors set up in the UK since 1980. The 
third part, which is still in the process of com
pletion, is a series of case studies. In what fol
lows, we will concentrate on the results of the 
second phase, the survey of greenfield sites. 

A questionnaire was sent, in the summer of 
1993, to 1036 establishments in the UK . Ap
proximately 800 were relatively new establish
ments, opened since 1980. A con trol group of 
200 were older establishments, although these 
cannot be claimed with any confidence to be 
representative. In selecting the new plants, we 
attempted to include those of either UK , Amer
ican, Japanese or German ownership employ
ing more than 50 staff. However since there is 
no established data base, we had to build our 
sample through local development agencies 
and chambers of commerce whose records were 
not always accurate. Af ter a follow up letter 
and some telephone calls, we obtained 399 re
sponses. Excluding six which were seriously in
complete and 46 with fewer than 50 employees, 
we were left with 347 establishments for de
tailed analysis. Of these, 97, were 'pure' green
field sites, new purpose-built establishments. A 
further 154 were refurbished sites; in other 
words, there had been something there before 
or the factory/office had already been built. 
However the site had either been shut down and 
completely refurbished before re-opening un
der the present ownership or had experienced a 
less dramatic shut down but had nevertheless 
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gone through a change of ownership and of 
business. As aresuIt, there was sometimes but 
not always a fresh workforce. The final group 
consisted of 96 establishments opened prior to 
1980. 

The sample included 64 American-owned 
establishments, including 45 set up since 1980; 
56 Japanese-owned establishments, including 
52 set up since 1980; 33 German-owned estab
lishments, including 19 set up since 1980; and 31 
from the Rest ofthe World, including 24 set up 
since 1980. The remainder were uK-owned, in
cluding 104 set up since 1980. The establish
ments owned by companies from the Rest of 
the World slipped into the sample because of 
inaccuracies in our data base. In fact they are 
made up entirely of European-owned estab
lishments apart from four from Canada, two 
from Australia and one from Singapore. They 
therefore potentially represent a European 
comparison group for the UK and German 
samples so they are retained in the analysis. It is 
also worth noting th at the proportion of post-
1980 establishments is lower in the German 
sample than in those of other countries. This 
may reflect levels of investment in the UK. 

We excluded from our analysis those estab
lishments employing less than 50 people. This 
left 25 per cent employing 50- 99, 42 per cent 
employing 100- 249, 19 per cent employing 
250- 499 and 14 per cent employing 500+ . 
Although we had tried to target both the man
ufacturing and financial sectors, it proved very 
difficult to get a good response from the finan
cial establishments. As aresult our final sample 
contained 84 per cent from manufacturing, 10 
per cent from financial services and 6 per cent, 
again a function of the poor data base, from 
other services. 

The questionnaire consisted of four main 
parts. The first part asked for some details 
about the establishment including size, loca
tion, age, type of business and ownership. The 
second part asked a series of questions about 
HRM strategy including influence ofthe parent, 
the existence of a mission statement and the 
degree of formalisation of HR strategy. The 
third section asked about a wide range of inno
vative HRM techniques and whether they we re 
practised now and a year after the establish-
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ment first opened. The final section asked 
about outcomes including HRM outcomes, em
ployee relations outcomes and performance 
outcomes. All the data were inevitably self
reports from the senior personnel or plant 
manager who completed the questionnaire. 
This may lead to certain biases but we were in
terested in varia ti ons within the sample and 
there is no reason to believe th at sub-groups 
would be consistently more biased in one 
direction or another. Our case studies have 
been partly designed to follow up and check the 
accuracy of completed questionnaires and our 
experience strengthens our confidence in the 
accuracy of the data in the questionnaire 
returns. 

In presenting the results for this paper, we 
will restrict our analysis to new workplaces set 
up since 1980. We believe our sample is reason
ably representative of the relevant population, 
more especially for the manufacturing sector; 
the same cannot be said for the pre-t980 con
trol group. Our main focus in the analysis of 
results is on the impact of differences in na
tional ownership on HRM policy, practice and 
outcomes. 

Results 1. National variations in HRM strategy 

The first set of results is concerned with 
whether the establishments were heavily influ-

Table l. HRM Strategy 

% 

Parent innuences HR philosophy 
Has a mission statement 
Mission statement refers explicitly to HR 

Has a formal HR strategy 

n 

enced by their 'parents', whether they had a 
mission statement and if so whether it referred 
explicitly to HRM issues; and whether there was 
an HRM strategy formally endorsed and ac
tively supported by the top management team. 
We had no specific hypotheses about differ
ences in the presence of a strategy between the 
establishments of different national ownerships 
although we expected UK establishments to 
have a less carefully thought out HR strategy. 
The descriptive results are summarised in Table 
I. Asterisks indicate th at in the multivariate 
analysis, controlling for a range of background 
factors such as size, sector and location, the 
country results differ significantly from those 
in the German-owned establishments, which 
were used as the default category. (Full mul ti
variate results are available on request from the 
author). 

The resuIts show that American parents are 
most likely to lay down an HR philosophy and 
guidelines. However multivariate analysis, 
controlling for other factors, shows th at only 
the uK-owned are significantJy more Iikely than 
the German-owned to do so. The results also 
show th at the German-owned establishments 
are least Iikely to report that they have a human 
resource strategy formally endorsed and ac
tively supported by the senior management 
team, the difference from the American and 
more particularJy the British-owned reaching 
significance in the multivariate analysis. 

UK USA Japan Germany Rest of 
the World 

104 45 52 19 24 

48· 62 47 44 37 
50 77 66 58 70 
67 48 68 64 75 
58- 62- 59 42 46 

N.B. The firsl ilem shows lhe percenl where lhe parenl company lays down a general philosophy and guidelines or provides an even firmer 
sleer. Alilhe olher ilems are percenlages based on yes/no responses. 
An aSlerisk indicales a significanl diITerence from lhe German-owned eSlablishmenls on lhe basis of lhe mullivariale analysis. A 10 per cenl 
significance level has been used allhough in mosl cases lhe resulls are significanl allhe 5 per cenllevel or beller. In all cases, lhe comparison 
is wilh Germany as lhe defaull calegory. 
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AIthough the differences are not consistently 
clearcut, the pattern suggests that German
owned establishments are Ie ss strategic in their 
approach to HRM. One further point is worth 
emphasising; almost half the German estab
lishments report th at their parent has made ab
solutely no attempt to influence what they do. 

ResuIts 2. National variations in HRM practices 

Data were collected on 23 HRM practices ofthe 
sort which are conventionally associated with 
innovative best practice. The results, showing 
the percentage of each national ownership 
group th at have adopted the practices, are pre
sented in Table 2. Where there are significant 
differences on the basis ofthe multivariate 
analysis, these are asterisked in Table 2. In all 
instances, the comparison is with German
owned establishments as the default category. 

One initial finding of note is th at in this 
sample of new establishments, with its bias to
wards the manufacturing sector, the majority 
are using most of the techniques. Furthermore, 
the analysis of the con trol group of older es
tablishments shows widespread adoption of 
them during the 1980s. Turning to national 
ownership, the pattern of use of techniques in
dicates that the American and Japanese estab
lishments largely conform to the 'national' 
stereotypes outlined earlier. The uK-owned es
tablishments make rather more use of a range 
of techniques than we had anticipated. The 
German-owned establishments however do not 
conform with the expected model of in dus trial 
democracy coupled with extensive training 
provision; but they are also less enthusiastic 
about the new HRM techniques. In both re
spects, they differ somewhat from the predomi
nantly European Rest ofthe World sample. 

There are a number of respects in which the 
German establishments do not readily conform 
to the model hypothesised at the outset. 
Against expectations, they are the least likely to 
recognise a trade union and the least likely to 
emphasise trainability as aselection criterion. 
They tend to be less enthusiastic about training 
issues. They are the least Iikely to have a policy 
of no compulsory redundancy. They are also 
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the least Iike1y to use briefing systems of com
munication and the least likely to use appraisal 
systems throughout the workforce. Finally, 
they are the least likely to claim an integrated 
HR strategy. 

The most telling resuIts are to be found in the 
multivariate analysis where the other factors 
have been controlled and where German
owned companies can be compared in particu
lar with the predominantly European Rest of 
the World group. On only two items - internal 
promotion and formal communication of com
pany values to newcomers - do the German
owned establishments show more extensive use 
of the practice. The Rest of the World group of 
establishments report significantly higher use 
of six of the 23 practices listed. A number of 
significant differences also emerge when we 
compare German with British and Japanese
owned establishments, always indicating lower 
use by the German-owned establishments. 
Only the American-owned show no statistically 
significant difference from the Germans. 
Nevertheless the American establishments re
port higher use of 16 of the 23 practices. For 
some reason, the German-owned establish
ments do not fit the expected pattern that might 
be imported from Germany, nor do they dem
onstrate enthusiasm for any alternative based 
on human resource management techniques. 

ResuIts 3. National varia ti ons in outcomes 

This study was unusual in having a range of 
outcome measures. Inevitably, given the nature 
of the study, these are self-reported outcomes, 
provided by the survey respondent. However, 
some are subject to verification. Three sets of 
outcomes were examined. The first concern HR 

outcomes such as levels of commitment, quality 
and flexibility among the staff. The second are 
three specific and more objective employee re
lations outcomes of levels of disputes, labour 
turnover and absence. The third set are perfor
mance outcomes and are mainly concerned 
with quality and productivity indicators against 
national and international benchmarks. The 
results are shown in Table 3, with the asterisks 
again indicating those cases where significant 
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Table 2. HRM Practices 

% UK USA Japan Germany Rest of 

the World 

n 104 45 52 19 24 

U nion Issues 

U nion recognised of which: 32 14 36 19 24 

Single union deal 31 23 53 60 50 

Union seen as helpful 74 42 76 60 58 

Terms and Conditions 

Harmonised terms and conditions 56 62 71* 63 79* 

Single status 33 55 65 63 48 

Intemal promotion the norm for appointments 77 84 90 84 83 

No compu1sory redundancy 30* 31 50* 11 37* 

Recruitment 

Trainability a major selection criteria 69 59 75 50 74 

Psychological tests the norm in selection 14 11 29 10 33 

Realistic job previews 60 56 47 56 56 

Company values communicated to new staff 66 69 83 84 71 

Training 

A learning organization 60 53 67 58 58 

Minimum annual training time specified 17 13 4 5 21 

Job Design 

Flexible job descriptions 82* 69 72 63 83* 

Job design for full utilisation ofworkers 55 55 39 47 50 

Teamworking 77* 71 71 68 75 

Staff help to set performance targets 54* 60 52 42 61 

Quality 

Staff responsible for own quality 82 84 88 83 83 

Majority involved in quality circles or QITS 46* 40 52 32 54* 

Communication 

Use of attitude surveys 22 29 18 21 37 

Use of team briefing 61 58 77 47 83* 

Staff informed about market position etc. 67 80 86 89 96 

Pay Systems 

Merit pay for all staff 55 60 51 47 58 

Appraisal for all staff 61 71 71 58 91* 

HR as Formal Policy 

HR policy integrated with business strategy 57* 59 74* 50 62 

HR policies integrated with each other 52 57 69 50 61 
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differences emerged in the multivariate analy
sis. In the muItivariate analysis the comparison 
was always with German-owned establish
ments as the default category. 

A c1ear pattern of results emerges on the hu
man resource outcomes with the German
owned establishments performing consistently 
less weil, significantly so in several cases. The 
exceptions are, surprisingly, the quality of the 
staff, and more predictably, ability to adjust the 
size of the staff (others made more use of no 
redundancy policies). The differences are most 
marked on employee commitment and tlexibil
ity of staff where the link to the earl ier data on 
human resource practices can easily be traced. 

Table 3. Outcomes 

% UK 

HR Outcomes 

Commitment among lower grade staff 3.5* 
Quality of staff 3.8 
Quality ofwork among lower grade staff 3.8 
Flexibility of staff 4.0* 
Abi lity of staff to move between jobs 4.0* 
Flexibility to adjust size of workforce 3.6 
Quality ofHRM policies 3.1 
Line management enthusiasm for HR practices 3.3 

ER Outcomes 
Ever had a dispute (%) 16 
Labour turnover (%) 11.4 
Absenteeism (%) 5.0 

Performance Outcomes 
% of quality targets attained 89 
How weil recession has been handled 4.0 
Quality against UK sector benchmark 4.2* 
Quality against world sector benchmark 3.9 
Productivity against UK sector benchmark 3.9 

Productivity against world sector benchmark 3.5 

On the employee relations items, it is interest
ing to note that although the German-owned 
establishments are the least likely to recognise a 
trade uni on, they are the most likely to report 
an industrial dispute. This may weil be astark 
retlection of the quality of their human re
source policy and practice. However the pat
tern is much less c1ear-cut for labour turn over 
and absence levels. There are virtually no sig
nificant differences in quality and productivity 
outcomes. Although both the bivariate and 
multivariate analyses show th at the German
owned establishments consistently report the 
poorest outcomes, the differences are small and 
gene rally fall weil short of significance. 

USA Japan Gennany Rest of 
the World 

3.6* 3.7* 3.3 3.5 

4.1 4.2 3.6 4.0 

4.0 3.9 3.7 4.0 

4.0* 4.2* 3.6 4.0* 

4.0* 3.9* 3.6 3.7 

2.9 3.1 3.4 3.5 

3.6* 3.4* 3.1 4.0* 

4.0* 3.4* 3.2 3.3 

22 10* 26 21 

7.0 9.4 7.6 5.2 

5.4 4.1 4.5 5.3 

91 87 93 93 

3.8 3.8 3.9 4.0 

4.2 4.3 3.9 4.2 

3.7 3.9 3.7 3.9 

3.9 4.0 3.8 4.0 

3.5 3.6 3.3 3.6 

HR Outcomes show mean score on 5 point scale from very low (I) to very high (5). 
ER Outcomes are all percentages. 
The first Performance Outcome measure is a percentage. The second shows mean score on a scale from much worse (I) 10 much better (5). 
The remaining Outcome Measures show mean score on a scale of Bottom 10% (I), Next 20% (2), Middle 40% (3), Nexl 20% (4) and Top 10% 
(5). 
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Taking the three sets of outcomes together, it 
can be seen that it is those most closely Iinked to 
human resource policy and practice where the 
German establishments have the weakest out
comes. As we move away from outcomes 
closely linked to human resource practice and 
other factors become Iikely to exert greater in
fluence, the size of the difference diminishes. 
This is very much in line with what we would 
expect, although it does raise interesting ques
tions about the influence of human resource 
management in shaping performance out
comes. 

Discussion 

These resuIts imply that HRM pays off. Those 
establishments that report highe st use of HRM 
practices, and which also have a more carefully 
thought out strategic approach to HRM , are also 
those that report highest outcomes. Conversely 
those that report lowest use, and here the Ger
man-owned establishments stand out, report 
the poorest outcomes. These resuIts are rein
forced in a separate analysis taking a crude 
count of number of HRM practices being used 
(Guest and Hoque, 1994). This reveals that es
tablishments with an HR strategy and high use 
OfHR techniques (what might be construed as a 
typically American or Japanese approach but 
which in fact includes many uK-owned estab
lishments) report consistently higher outcomes. 
In contrast, those with no strategy and low use 
of practices report poor outcomes. Interest
ingly those with a clear HR strategy but one 
which entails low use OfHR practices do weil on 
a few outcome criteria but are notably worse on 
employee relations indicators. Workers do not 
like this approach, which we described earlier 
as a new form ofTaylorism, and vote with their 
feet. 

The second key result and the one which 
forms the basis for the rest of the discussion is 
the pattern of responses from the German
owned establishments. AIthough the differ
ences are not always statistically significant, it 
is clear from the pattern of results that the Ger
man-owned establishments are least likely to 
embrace HRM. It could be argued that this is 

perfectly plausible because the type of HRM 
implicit in the practices listed is essentially 
American and Japanese and managers in Ger
many have evolved their own distinctive and 
successful system of management. 

However, the Germans also do not appear to 
follow a set of practices reflecting the type of 
industrial democracy inherent in the European 
Community Social Chapter. They have the 
lowest leveloftrade union recognition; 
although they promote single status, they are 
reluctant to provide job security; and they are 
among the least enthusiastic about training. If 
they conform to any pattern, it is to the new UK 
ideology of free market cost-minimization. It is 
possible that these results reflect either the 
small sample si ze or, since the questionnaire 
items reflected a different HRM ideology, we 
have failed to ask the right kind of questions 
and are therefore misrepresenting the German 
establishments in the UK. Certainly there are 
one or two notabIe exceptions ofwhich perhaps 
the best known is Bosch which has enthusiasti
cally embraced a range of innovative H R M 
techniques at its new plant in South Wales. Set 
against this however, there is strong evidence in 
support of our findings from an earl ier and 
more extensive study of German establish
ments in the UK reported by Beaumont et al. 
(1990). They were more interested in industrial 
relations but found littIe readiness to recognise 
trade uni ons and littIe enthusiasm for policies 
Iinked to the Social Chapter. German firms, it 
appears, do not export their industrial democ
racy and investment in training to the UK. 

Ifthese results for the German-owned estab
lishments are valid, why are the managers of 
German-owned establishments behaving in 
this way? We hope to be ab Ie to provide better 
answers once we have completed more case 
studies. However a number of possible expla
nations come to mind. 

1. As already noted, German companies may 
have been slow to adopt many of the American 
and Japanese-style HRM techniques in Ger
many, preferring instead to maintain the tradi
tional German approach. When they set up new 
establishments in the UK , this presents a prob
lem because the context is different from 

222 The influence of national ownership on human resource management 



Germany, making the German system less ap
propriate but they are unfamiliar with the 
American /Japanese alternative. This leaves a 
vacuum which they do not fill in any coherent 
way. 

This explanation is unconvincing because 
firms which are operating in an international 
marketplace cannot really claim ignorance of 
key developments in HRM . Also we know that 
many ofthe HRM innovations have been ex ten
sively debated in Germany (Muller, 1993). 

2. The UK is seen as a convenient cheap base 
from which to opera te. There has been consid
era bie publicity for the high costs and in parti
cular the high direct and indirect labour costs 
of operating in Germany. For the UK market, it 
makes much more sense to utilise the opportu
nities presented by the UK legislation and take 
advantage of the low cost base. In such a con
text, it is not necessary to adopt either the Ger
man or any other 'foreign' system of H R M . In
stead managers can do more or less what they 
want. I f there are costs in somewhat poorer 
performance, higher absence and the like, these 
are trivial when set against the cost advantages 
of cheaper manufacture. 

There is some evidence to support this ex
planation. Many of the German-owned estab
lishments in our sample appear to be medium
sized suppliers of components, perhaps to the 
car industry. It makes sense to be close to the 
customer. In doing this they keep a fairly low 
profile. This can be contrasted with many of the 
American and Japanese establishments for 
whom their U K operation is their ma in Euro
pean base and something of a high profile shop 
window. In this context they wil! wish to be 
seen as innovative in their approach as an ex
tension of their wider marketing strategy. 

3. German establishments do not know what 
to do in the UK. They are accustomed to a cen
tralised system of industrial relations and to 
operating within nationallaws for codetermi
nation and national norms for training and de
velopment. In the U K these institutional ar
rangements are absent. German managers are 
not used to this freedom to choose policy and 
practice at establishment level and do not know 
how to use it. The result is a vacuum in which 
no coherent strategy evolves. This position is 
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reinforced by the absence of any reported in
fluence from the 'parent' in many ofthe Ger
man establishments. Without guidelines, the 
local managers fall back on their past experi
ence or look to fads and fashions to guide a 
form ofpragmatic opportunism. 

There is modest evidence to support this 
view. Managers of the German-owned estab
lishments are the least likely to have developed 
a coherent HR strategy. It may weil be reflected 
in the absence of recognised trade unions since 
plant level trade unions are alien to the German 
system. But many of those who completed 
questionnaires from German-owned establish
ments were British managers who do not have 
this excuse. 

Probably the answer lies in some combina
tion of these explanations. One of the key con
founding factors is the contrast with the Rest of 
the World sample. This is made up of predomi
nantly European-owned establishments but 
they behave very differently from the German
owned establishments. They are more ready to 
adopt HRM practices even though they share 
similar levels of parental influence to the Ger
mans. They are closer to both the Social Chap
ter approach and the American/Japanese HRM 

approach. Could it be th at the management of 
the German-owned establishments reflects the 
discomfort of German companies when re
moved from their familiar home environment? 
Are they less able to display flexibility of ap
proach than companies from most other coun
tries in Europe? Whatever the answer, there do 
appear to be costs for the German-owned es
tablishments. If, as seems plausible, we dis
count any consistent German tendency to pes
simism and gloom, and accept that the results 
are reasonably accurate, then it appears th at as 
a consequence of adopting neither their home 
grown approach nor any distinctive and inno
vative HRM alternative, the German firms op
erating in the UK experience poorer outcomes 
which in the long run seem likely to put them at 
a competitive disadvantage. 

References 

Beaumont, P. The us human resource manage-

223 



ment literature: A review. In G. Salaman 
(Ed.), Human Resource Strategies. London: 
Sage, 1992. 

Beaumont, P., P. Cressey and P. Jakobsen. 
Some key industrial relations features of 
West German subsidiaries in Britain. Em
ployee Relations, 12,6,3-8,1990. 

Beer, M., B. Spector, P. Lawrence, D. Quinn 
Mills and R. Walton. Human resource man
agement: A general manager's perspective. 
New York: Free Press, 1995. 

Guest, D. Organizational psychology and hu
man resource management: Towards a 
European approach. The European work and 
organizational psychoiogist, 1995, in press. 

Guest, D. Human resource management and 
the American Dream. Journalof Manage
ment Studies, 27,4,377-397, 1990. 

Guest, D. Personnel management: The end of 
orthodoxy? British Journalof lndustrial 
Relations, 29, 2,149-175, 1991. 

Guest, D. and K. Hoque. The good, the bad 
and the ugly: Human resource management 
in new non-union establishments. Human 
Resource Management Journal, 5, I, 1- 14, 
1994. 

Guest, D. and P. Rosenthal. Industrial relations 
in greenfield sites. In D. Metcalf and S. Mil
ner (Eds.), New perspectives on industrial dis
putes. London: Routledge, 1993. 

Hegewisch, A. and C. Brewster (Eds.). Euro
pean developments in human resource man
agement. London: Kogan Page, 1993. 

Keenoy, T. HRM: a case ofthe wolf in sheep's 
clothing? Personnel Review, 19,2,3- 9, 1990. 

Kochan, T., H. Katz and R. McKersie. The 
transformation of American industrial rela
tions. New York: Basic Books, 1986. 

Legge, K. Human resource management: a 
critical review. In 1. Storey (Ed.), New 
Developments in Human Resource Manage
ment. London: Routledge, 1989. 

Millward, N., M. Stevens, D. Smart and W. 
Hawes. Workplace industrial relations in tran
sition. Aldershot: Dartmouth, 1992. 

Muller, M. Personnel management practices of 
American, British and indigenous banks op
erating in Germany. Paper presented to the 
Workshop on Restructuring Financial
Services Within Europe, Wissenschafts
zentrum, Berlin, October, 1993. 

Strauss, G. Human resource management in 
the USA. In B. Towers (Ed.), The handbook of 
human resource management. Oxford: Black
well, 1992. 

Walton, R. From control to commitment in the 
workplace. Harvard Business Review, 63, 2, 
76- 84, 1985. 

David Guest is Professor of Occupational Psy
chology in the Department of Organizational 
Psychology, Birkbeck College, London. 

224 The influence of national ownership on human resource management 


