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Abstract

With our paper, we would like to contribute to the current strategy-as-practice research by examining
the role of routines for stability and change in strategy that has not yet been explored intensively. To
analyze the question of how routines shape stability and change in strategy, we compare the specific
strategizing routines of two different strategic human resource management systems: internal labor
markets versus high-commitment HRM systems. On the basis of Giddens* (1984) social theory, it will
be argued that the different strategizing routines in these two consistent strategic human resource
management systems embody a duality of structure and agency like all social phenomena. We will
further show that strategic human resource management is an interesting field for strategy-as-
practice researchers because it offers a very close link to the organizational members who should be
re-integrated into the theoretical analysis.
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1 Introduction

As a result of an ‘interpretetive turn' in contemporary socid theory, a number of theories of
socid practices were introduced by such prominent authors as Pierre Bourdieu (1972),
Anthony Giddens (1979, 1984) and the late Miche Foucault (1984 a, b) in the last third of
the 20th century. These practice theories overcome the dudism of individud and society
(Giddens 1984) and represent a conceptud dternative to other forms of socia theory. In
paticular, they offer a different locdization of the socid and a new conceptudization of
the agent, the body and mind, of socid knowledge and socid dructures ‘The turn to
practices seems to be tied to an interest in the 'everyday' and 'life-world” (Reckwitz, 2002:
245) of human actors. We can witness his renewed interest in socid practices, especidly
in the fidd of management and organizationd <udies, where authors are increasingly
engaged with the ‘practice turn’ in sociology (Whittington, 1997; 2006). In particular, a
practice theory approach has been centrd for our deeper understanding of organizationa
knowledge (Cook & Brown, 1999; Brown & Duguid, 2001; Orlikowski, 2002) and
organizationa routines (Feldman 2000, 2003; Feddman & Rafadi 2002, Fddmen &
Pentland, 2003; Pentland & Feldman, 2005). Following this praxeologicd path, scholars in
the drategy-as-practice fiedld understand drategy as socid  activity of human  agents
(Whittington, 2006; Baogun, Jarzabkowski & Sedl, 2007; Jarzabkowski, Badogun, &
Sadl, 2007). They refer to the socid-theoreticd vocabulary that practice theory offers to
andyze what organizationd members actudly do while they produce and reproduce
drategic practices through their everyday interactions over time.

In the conditution and reproduction of drategic practices — understood as recurrent
interaction patterns — the routinization of processes plays a mgor role. ‘Recurrent
interaction patterns provide a ‘practice lens for sudying organizations, an andytica lens
that helps understand how practices are influenced by (organization) sructures and how
they conditute them in turn (Giddens, 1984; Orlikowski, 2002) (Becker, 2005: 819).
However, dthough there is an extensve amount of literature on organizationa routines,
ther role for the stability and change of organizationd drategies has not been investigated
yet. Taking this into account, the centrd am of this paper is to andyze from a practice
theory perspective how routines shape stability and change in drategy. As our fidd of
goplication we choose the drategic human resource management (SHRM) that has not yet
been subdantidly taken into account in the drategy-as-practice research. SHRM is
especidly suitable for this target as it offers the closest connection to the human agents and

provides an explicit link between micro and macro perspectives. To develop our argument
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we will proceed in the following steps We will begin by ddinesting three centrd and inter-
linked concepts of the drategy-as-practice perspective — drategy praxis, strategy practices
and drategy practitioners (Whittington, 2003, 2006) — that we will draw upon as basic
vocabulary in our practice-theoretica approach to drategic HRM systems. By introducing
the concept of organizational routines, we will show the grest impact that routines have on
organizations in generd and on the process of drategizing n paticular. We will discuss the
potentid of routines to generate organizationa Sability and change, in a next step we will
illudrate the interactions within organizationa routines and will differentiste between two
centrd dimendons — structure versus agency — that are afterwards applied to the topic of
srategizing. In this connection, we will draw some centrad digtinction between normative
and actud dructures in drategizing, and operational and drategizing routines that lead us
to the roots of questions concerning organizationd dability and change. Starting from the
resourced-based view of drategy, we will then outline the basic assumptions and premises
of SHRM and consstent SHRM systems. In an inditutiond andysis (Giddens, 1984), we
will illugrate the man characterigics and centra effects of the dructurd dimenson
respective dructurd framework of two ided type consstent SHRM sysems — internd
labor markets (ILM) versus high-commitment (H-C) HRM (Baron & Kreps, 1999) — to
subsequently compare the dability tendencies and change potential of drategizing routines
in these contradigtinctive SHRM systems in the following chapters.

2 Central concepts of the strategy-as-practice approach

As an dterndive to the macro-leve focused drategy research that has dominated the
management literature for over the last three decades (Johnson, Mdin & Whittington,
2003), the centrd am of drategy-as-practice scholars (ibid.; Baogun, Jarzabkowski &
Seidl, 2007; Jarzabkowski, 2003, 2004, 2005; Jarzabkowski, Balogun & Seidl, 2007,
Whittington, 1997, 2003, 2004, 2006) is to overcome the theoreticad reduction of dSrategy
to 'a few caudly reated variables’ (Jarzabkowski, Baogun & Seidl, 2007: 6) and to
emphasze the role of human action and drategy practitioners that construct, shape and
enact drategies through their day-to-day activities. From this perspective, strategy ‘is not
something that an organization has but something its members do’ (ibid.). Instead of being
the property of an organization, drategy ‘is conceptudized as a dtuated, socidly
accomplished activity’ (ibid.: 7). Johnson, Mdin & Whittington (2003), who shift scientific
attention to the micro-level phenomena, introduce the term of ‘Srategizing' to describe the
‘doing of drategy’. The concept of drategizing emphasizes the processud character of



drategies that are accomplished through the practices of organizationd members. In this
view, a successful drategy is not a ddic cgpability or a Sable dispodtion of an
organization as seen in today’s management literature; srategy rather implicates a dynamic
component: it is an activity that can be better described as a process of drategizing and as
an ‘ongoing socid accomplishment, corstituted and recondtituted as actors engage the
world in practice’ (Orlikowski, 2002, 249).

Referring to Whittington (2006), Jarzabkowski, Baogun & Sedl (2007) recommend three
central dements as the basic conceptual framework and vocabulary of the drategy-as-
practice perspective: ‘praxis, practices and practitioners (p. 8).

“Practice’ (Praxis) in the singular represents merely an emphatic term to describe the whole of
human action (in contrast to ‘theory' and merethinking).” (Reckwitz, 2002: 249.)

In connection with this generad definition of praxis, the praxis of Srategy can be defined as
the whole of the ‘[d]ituated, socidly accomplished flows of activity that drategicdly are
consequentid  for the direction and survivd of the group, organizetion or industry’
(Jarzabkowski, Bdogun & Sedl, 2007: 11). Strategy praxis encompasses ‘dl the various
activities involved in the ddiberate formulation and implementation of drategy’
(Whittington, 2006: 619). It can be seen as sructured in sequentid episodes of board
mesetings, team briefings, power-point presentations and strategy workshops etc. ‘In this
sense, drategy praxis is the intra-organizationd work required for making drategy and
getting it executed’ (ibid.).

In contrast to praxis, practices can be defined as the following:

‘A 'practice’ (Praktik) is a routinized type of behaviour which consists of several elements,
interconnected to one another: forms of bodily activities, forms of mental activities, 'things' and their
use, a background knowledge in the form of understanding, know-how, states of emotion and
motivational knowledge.” (Reckwitz, 2002: 249.) ‘Likewise, a practice represents a pattern which
can be filled out by a multitude of single and often unique actions reproducing the practice ... .
(Ibid.: 250.)

The term practices therefore has two dimensons. On the one hand, practices guide the
activities of human agents as their background knowledge and, on the other hand, they are
the actud activity themsdves carried out by human agents (Whittington, 2006). From a
drategy-as-practice perspective, socid practices can be consdered drategic to the extent
that they relate to drategic outcomes and direction as wel as to the competitive advantage
and survivd of an organization (Johnson, Mdin & Whittington, 2003). Strategy practices
indude implicit and informa activities as wdl as formad and explicit actions that ae
governed by accountability. For example, forma and informa meetings and conversations,
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officid drategy workshops, management processes that are partidly implicit and embody
firmspecific knowledge, analyss of drategic planners etc. The whole range of drategy
practices is of peculiar interest for the drategy-as-practice gpproach that ams to andyze
the actud doing of drategy in dl its facets that is enacted and shgped by human agents —
the strategy practitioners (Whittington, 2003; Jarzabkowski, Baogun & Seidl, 2007).
‘The single individual — as a bodily and mental agent — then acts as the 'carrier’ (Tréger) of a practice
—and, in fact, of many different practices which need not be coordinated with one another. Thus, she

or he is not only a carrier of patterns of bodily behaviour, but also of certain routinized ways of
understanding, knowing how and desiring.” (Reckwitz, 2002: 249.)

Strategists make, shape and execute drategy, they perform the drategies and carry the
drategy practices (Whittington, 2006). The dtrategy-as-practice perspective, therefore, cals
for a broader conceptudization of who a draegis is than offered by the dominant
definitions in the drategy literature. This research agenda goes beyond top managers, their
decison meking and the formulation of drategies. It focuses on the implementation of
drategies through a wider groyp of important drategits on the levd of middle
management and the operationd base as well as externd actors like drategy consultants
and investment bankers. These actors may not have a formd drategic role in the firm, but
they actudly condruct the every-day drategy practices through their individud identities
and specific experience of being a drategy practitioner: ‘While their action and influence in
draegy may be unintended a the firm levd, they are dgnificant for firm survivd and
competitive advantage (Jarzabkowski, Baogun & Sedl, 2007: 12). Strategists shape the
modes of drategizing ‘through who they are, how they act and what practices they draw
upon in that action’ (ibid.: 10). In the process of drategizing Strategy practitioners, strategy
practices and drategy praxis are interconnected: Strategy practitioners produce drategic
prectices to shape the firms praxis of drategy and coincidentd drategy praxis forms the
grategists (Whittington, 2006). So the strategy-as-practice perspective refocuses on the
human agents and the socid dynamics of drategizing to andyze what Srategy practitioners
actualy do while they enact firm dSrategies.

‘Our central research interest focuses on explaining who strategists are, what they do and why and
how that is consequential in socially accomplishing strategic activity.” (Jarzabkowski, Balogun &
Seidl, 2007: 19.)

3 Organizational routinesand strategizing

From this practice-theoreticad dating point, we will know turn to the concept of
organizationd routines tha is centrd for our anadyds of the dability and change potentid



of drategizing routines in different SHRM systems. We will, therefore, describe dominant
metgphors, main characteristics and central effects of organizationd routines to, thereefter,
andyze their gdability and change potentid in generd. We will, furthermore, andyze and
differentiate two different but mutudly conditutive dimendons of organizationd routines
(Feddman & Pentland, 2003; Pentland & Feldman, 2005): dtructure versus agency
(Giddens, 1984).

3.1 Organizational routines: main characteristics and central effects

Although there is an extensve amount of literature on organizetiond routines, ther role for
the dability and change of drategies has not been invedigated yet. To andyze the
importance of organizetiond routines in drategizing, we will firg of al gve a brief

overview of the organizationd routines literature.

Organizationa routines represent a centra concept in organizationd andyss. Especidly in
the mid-1990s ‘routine€ could be seen as a ‘keyword in many papers of organizationa
scholars (Feldman & Pentland, 2003; Cohen et d., 1996). Since Stene (1940) introduced
the concept to the scientific community, routines have been regarded to be a centrd
organizationd mechanism through which the mgority of a firm's tasks are accomplished
because organizationd routines ensure the coordinated activities of a large number of
organizationd members. For this stream of research, the works of March & Simon (1958),
Cyet & March (1963) and Thompson (1967) are of particular importance. Furthermore,
Nelson & Winter's ‘Evolutionary Theory of Economic Change (1982) can be seen as a
‘milestone€ in this fidd (Cohen et d., 1996; Feldman & Pentland 2003; Becker, 2004).
More than twenty years of research have passed since Nelson & Winter (1982) put the
topic of organizationd routines ‘center-stage’  (Becker, 2004). Unfortunately, many
ambiguities and inconggencies have been manifesed in the incressed literature on
organizational routines (Cohen et a. 1996, Feldman & Pentland 2003; Becker, 2004,
Becker et d. 2005). However, dthough the exiding literature is very divergent, a core
definition can be identified: ‘There is condderable agreement in the literature that
organizationd routines can be defined as repetitive, recognizable patterns of interdependent
actions, carried out by multiple actors (Feldman & Pentland, 2003: 95).

From the extendve and quite diverse literature on organizationd routines, Feldman &
Pentland (2003) identify three dominant metaphors: (1) routines as habits or skills of an
organization (Stene, 1940; Simon, 1945; Nelson & Winter, 1982), (2) routines as
performance programs (March & Simon, 1958; Cyert & March, 1963) and (3) routines as
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genes (Nelson & Winter, 1982). Againg this multifarious background, Becker (2004)
develops a fundamenta review of the literature on organizationa routines and identifies
ther man characterisgics and central effects on organizations. We can differentiate eight
aspects as main characteristics of organizationd routines. First of dl, routines are activity
patterns (1) that are recurrent (2) and collective (3) (Becker, 2004). They involve multiple
actors (Feldman & Pentland, 2003) that beong to severd organizationd units and are
based a different places ‘Hidoricaly, the term 'routines clearly referred to recurrent
interaction patterns, that is, collective recurrent activity patterns (Becker, 2004: 645).
Becker (2004) points out that there is a great disagreement in the literature whether these
recurrent activity patterns are ‘mindiess® (Ashforth & Fried, 1988) or ‘mindful’ (Feldman,
2000) respective ‘effortful’ accomplishments (4) (Pentland & Reuer, 1994; Feldman,
2003). The next characteristic of routines is centrd for the explanation of organizationd
change: routines are processes (5). These processes are context-dependent, embedded and
gpecific (6): ‘Routines are embedded in an organization and its structures, and are specific
to the context’ (Becker, 2004: 651). They are specific in three ways. Routines are, first of
al, ‘rdation specific depending on the particular actors and ther implicit knowledge
involved. Due to loca learning processes, routines are furthermore ‘localy specific’. Last
but not least routines are ‘historically specific’ because a a certain moment in time interna
and environmenta congdlations will be unique. So especidly for the deveopment of
organizationa routines ‘history matters (Nelson & Winter, 1982; Teece, Pisano & Shuen,
1997). Their path-dependency (7) is a centrd characteridic: ‘Recognizing that routines
change in a path-dependent manner highlights the importance of feedback effects (Becker,
2004: 653). Lagt but not least routines are ‘triggered’” (8): they are initiated by ‘actor-
related triggers and external cues (Becker, 2004: 653).

Beddes these centra characterigtics routines have severd postive effects on organizations
(Becker, 2004): Routines have the power to coordinate and to control (1) the complex
organizational activities because they enable the Smultaneous and consigtent interactions
of multiple actors.

‘A routine, as way of doing something in an organization, has two aspects. Oneis like arecipe or a
program. The other is the way the work is divided up among individuals and organizational sub-
units, and coordinated and managed.” (Becker et ., 2005: 778.)

1 In Becker's (2005) opinion the ‘effortlessness of organizational routines can be seen as ‘a performance
outcome of recurrent interaction patterns' and ‘not as a characteristic of recurrent interaction patterns
(Becker, 2005: 828).



In this coordination process routines provide the participants with concrete ingtructions and
establish an impliat truce (2) (Nelson and Winter, 1982) between organizationd members
who give orders and those who receive the indructions. To a certan degree, these
ingructions are accepted ‘without conscious questioning of the authority of those who give
the orders (Becker, 2004: 656). So organizationa routines ‘foster coordination’ for at least
two reasons. Firg of dl, as a decison base they dlow the participatiing actors to form
confident expectations of each others behavior in future periods and second of dl, the
resulting decisions have a high degree of ‘mutud fit' (Becker, 2005: 827).

Besdes these postive coordination effects, organizationa routines, furthermore, economize
on the limited cognitive resources (3) — in fom of a ‘limited information processing and
decisonrmaking capacity’ (Becker, 2004. 656-657) — of individuds They enadle the
human agents to focus atention on nortroutine activities and to respond to recurring and
familiar occurrences with a semi-conscious performance of routinized actions. Routines,
thereby, reduce uncertainty (4): In insecure and especidly pervasvely uncertan Stuaions
routines enable the organizationd members to be and remain capable of acting. Routines
support rule governed and predictable behavior because they fix parameters and economize
on cognitive resources and, thereby, set them free. They promote cognitive efficiency and,
furthermore, reduce complexity: The routinization of processes ‘may be viewed as an
uncertainty decreasing strategy’ (ibid.: 658).

Becker (2004) identifies two additiond pogtive effects of organizationd routines: stability
(5) and storing knowledge (6). We will come to the centrd aspect of dability in the next
section (see chapter 3.2) where we will make the interplay of sability and change the
subject of discussion, a this point, however, we will focus on the sxth effect of
organizational routines. ther cgpability to save knowledge ‘Routines sore knowledge
(ibid.: 660) and can be seen as the ‘memory’ of an organization (Nelson & Winter, 1982).
They especidly sore the firm-specific production knowledge that is primarily implicit and
collective and enables organizations to perform digtinct activities (Foss 1996; Langlois &
Foss, 1997). So the concept of organizationa routines refers to a dynamic component: the
embeddedness of organizationd knowledge in organizationd routines. Severa authors
emphasize that organizationa routines represent a key repodtory of organizationd
knowledge and the building blocks of organizational capabilities (Nelson & Winter, 1982,
Teece, Pisano & Shuen 1997; Makadok, 2001; Dos, Fallo & Marengo, 2003; Becker,
2004).



3.2 Stability and change of organizational routines

A further and very important effect of organizationd routines is thelr capacity to generate
stability and, therefore, efficiency, predictability and legitimacy in  organizationd
interactions (Becker, 2004; Feldman & Pentland, 2003). Especidly the dominant
goproaches to studying organizationd routines — routines as habits (Stene, 1940; Simon,
1945; Nelson & Winter, 1982), performance programs (March & Simon, 1958; Cyert &
March, 1963) and genes (Nelson & Winter 1982) — conceptudize routines as dable
(Feldman, 2003). Due to their recurrence, organizationd routines provide dability for two
reesons. Firg of dl, when routine results are stisfactory and no other way of problem
solving has to be found, they spare the limited cognitive resources of involved actors as
mentioned above. So if established routines do not have to be changed, existing contracts
and common understandings do not have to be modified and transaction costs can be
reduced (Becker, 2004). Besdes the reduction of costs, stability of organizationa routines
dlows vauable feedback effects and so ‘provides a basdine againgt which to assess
changes, compare and learn’ (ibid.: 659). However, dthough there are feedback processes
within the reproduction of an organizationad routine, negative feedback might be ignored
by the performing agents. In the worst case such ‘defensve’ routines (Argyris, 1985, 1990)
can lead to ‘dructurd inetia (Hannan & Freman, 1984). Especidly time pressure
‘increases the likdihood of routine choices and ‘a preference for those routine responses
which are rehearsed most often’ (Becker, 2004: 650). From this perspective organizational
‘routines are seen as the antithess of flexibility and change, locking organizations into
inflexible, unchanging patterns of action’ (Feldman & Pentland, 2003: 98).

Nevertheless, in principle organizational routines are not inert because ther processud
character implies internd dynamics (Feldman & Pentland, 2003; Becker, 2004; Pentland &
Feldman 2005).

‘The internal structure of a routine can produce a wide range of different outcomes on the continuum
between 'very stable' and ‘constantly changing', depending on circumstances.” (Pentland & Feldman,
2005: 794-795.)

Due to the fact that a a cetan moment of time environmentad congelaions will be
complex, the probability that an exact reproduction of the routine can be performed in a
subsequent iteration is very low. Generd rules and routines that govern the coordinated
actions of a large number of organizationd members have to be incompletdy specified
and, therefore, have to be interpreted by the performing individuds who adgpt the
established routines to local and dStuated demands (Becker, 2004). There are severd



reasons for the performing actors to adapt and, thereby, change organizationa routines. For
example, when existing routines do not produce the intended outcomes or as a result of
exiding routines new problems occur and then have to be solved. Furthermore, routine
outcomes can produce new organizationd resources that offer new opportunities for the
performing actors (Feldman 2000; 2003). So routines dmost aways are ‘in flux’ (Becker et
a., 2005: 776) and ‘cannot be understood as datic, unchanging objects (Feldman &
Pentland, 2003: 95). They ae both: a source of sability and change (Becker, 2004;
Fedman & Pentland, 2003; Pentland & Feldman, 2005). Routines have a ‘dud nature
(Fddman & Pentland, 2003: 112) and in addition to this play a centrd role for the
flexibility of an organization (Pentland & Reuer, 1994). Due to the worldwide
globdization, the deregulation of markets and consequentidly increased competition and
fas paced technologicd change in many indudries firms have to be very innovative
‘Large organizations operae in complex environments, often across multiple products,
indudries and geographies (Allen & Wright, 2006: 14-15). They permanently have to
introduce new products and have to improve their manufacturing and/or service processes.
For this reason, exiding routines have to be quickly adjusted to changing environmentd
factors. Some routines are even explicitly designed to produce change, for example, new

product development routines and therewith connected learning processes (Becker, 2004).

However, from this perspective the focus of attention should not be directed to ‘meta
routines or ‘routines for changing routines like tota quaity management, but rather to
‘something more badc: the inherent cgpability of every organizationd routine to generate
change, merdly by its ongoing peformance (Feldman & Pentland, 2003: 94). The
performance of organizationd routines aways isimprovisaory:

‘As with musical improvisation, the degree of divergence from the score may vary considerably,

from minor adjustment to cadence and dynamics to near total reinvention (Weick, 1998)." (Pentland
& Feldman, 2005: 796.)

As a reault of adgptation processes, routines are ‘continuoudy emerging (Pentland &
Feldman, 2005: 794). They can be seen as key components of organizationa learning and
a repogtories of organizationd capabilities that involve a high amount of impliat
knowledge (Becker, 2004; Feldman & Pentland, 2003). Because tacit knowledge evolves
and continudly changes in its gpplication, routines in particular are a source of endogenous
change (Becker, 2004) - as a ‘change that comes from within organizationd routines
(Feldman & Pentland, 2003: 112). There are many reasons for endogenous and incremental
changes in organizationd routines. especidly the interdependences of interrdated routines



and between actors or a changing usage of atifacts that in sum might result in a more
substantial or even a gradud organizational change (Becker, 2004; Becker et d. 2005). In
this context, the performing actors play a crucid role as centrd drivers of change:

“Practitioners’ reliance on .. practices is not simply passive, however. Praxis is an artful and
improvisatory performance. ... By reflecting on experience, practitioners are able to adapt existing
practices; by exploiting plurality, they are sometimes able to synthesize new practices; by taking
advantage of openness, they may be able to introduce new practitioners and new practices
altogether.” (Whittington, 2006: 620.) ‘Practices are carried out against a background of rules and
expectations, but the particular courses of action we doose are always, to some extent, novel.’
(Pentland & Feldman, 2005; 796.)

So the focus of attention is switched, on the one hand, from the episodic to the continuous
change of organizations and, on the other hand, from externad pressure and the explicit
change of routines through manageria decison making to therr incrementd and primarily
endogenous changes triggered by the performing practitioners (Feldman, 2000; Feldman &
Pentland, 2003; Pentland & Feldman 2005).

‘However, even where there is considerable high-level manageria control, there generally is arange
of flexibility within which the routine can 'evolve' without management being involved.” (Becker et
a., 2005: 779.)

3.3 Dimensions of and interactions within organizational routines

The notion of dability and change in organizationa routines refers to specific interactions
within organizationd routines. routines are ‘generative sysems with internd  structures and
dynamics (Pentland & Feldman, 2005: 793) and can not be seen as ‘datic objects (ibid.:
794). However, not dl conceptudizations of organizationd routines take this into account.
A firs group of researchers treats the ‘entire routine as an undifferentiated 'black box”
(ibid.: 793). Especidly the dominant approaches to studying organizationd routines as
habits, performance programs and genes of an organization treat them as black boxes and
0 diminish the centrd role of routines as mindful and effortful accomplishments of human
actors. These conceptions, therefore, implicate a lack of agency (Feldman, 2003; Feldman
& Pentland, 2003; Pentland & Feldman, 2005). Rather than seeing organizationd routines
as oollective human activitiess, much of recent research in drategic management and
organizationa dudies focuses on collective and individud-less conceptudizations of
routines and capabilities (Felin & Foss, 2005).

A second group of routine scholars do not treat them as black boxes, even so, they only
sudy certain routine parts, for example, their behavioral patterns and, for that reason, blind

out important aspects for our understanding of routine dynamics.
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‘For some questions, routines can be taken as a unit of analysis without considering their internal

structure, but there are many research questions for which it is useful to consider the parts of routines
either separately or as they interact. We discuss the importance of understanding the internal

structure and dynamics of organizational routines for exploring core organizational phenomena such
as stability, change, flexibility, learning and transfer.” (Pentland & Feldman, 2005: 793.)

The third, and for our paper, centrd podtion to conceptudize organizationd routines is to
explicitly differentiate and sudy different aspects or dimendons of organizationd routines
and ther interactions (Feldman & Pentland, 2003; Pentland & Fedman, 2005). This
perspective ‘brings agency, and therefore, subjectivity and power back into the picture
(Feldman & Pentland, 2003: 95). Feldman's and Pentland’s (2003) centrd am is to offer a
new ontology of organizationd routines that takes the specific process through which
organizationd routines change into account:

‘Our goal here is to create a new theory of organizational routines that retains the valuable insights
of prior work while enabling us to account for the empirical observations that expose the limitations
of thiswork.” (Feldman & Pentland, 2003; 100.)

Pentland & Fedman (2005) congder different distinctions that can be agpplied to andyze
the two aspects of organizational routines. dructure versus agency (Giddens, 1984),
objective versus subjective (Bourdieu, 1990), disposition versus behaviour (Hodgson,
2003) and ogtensive versus performative (Latour, 1986). Feldman & Pentland (2003; 2005)
themsdlves follow Laour’s (1986) terminology and identify two interrdated dimensions of
organizationa routines: (1) an ostensive aspect as an abdract idea or paitern of a gpecific
routine that can ‘be thought of as a narrative, or a script’ (Pentland & Feldman, 2005: 796)
of organizationd routines and (2) a peformaive agpect as gSpecific actions of
organizationa members a a certan time ad space ‘that bring the routine to lifé (Feldman
& Pentland, 2003: 94). ‘Like dructure and agency, these two aspects are mutudly
constitutive; the ogensve does not smply guide performances (as a script guides a play); it
is dso created from the performances (Pentland & Feldman, 2005: 795). In the following
chapters we will refer to Feldman' & Pentland’s (2003; 2005) work to describe the
different dimensons of organizationd routines in draegizing, however, we will follow
Giddens (1984) terminology to emphasize the dudity of structure.

According to Giddens (1984) socid theory, organizationa routines embody a dudity of
sructure and agency like al socid phenomena ‘They consst of both abstract
understandings and specific performances (Pentland & Feldman, 2005 794). We ae
taking this into account and will differentigie and andyze two dimensions of organizaiond
routines and ther interactions with physicd atifacts (Feldman & Pentland, 2003; Pentland

11



& Fedman, 2005): organizationd dructures and specific organizationa practices as two
related and recursve dimensons. From this perspective, routinized socid practices have a
duad sense. They are ‘something that guides activity' and, a the same, time they represent
the *activity itsdf’ (Whittington, 2006: 619).
‘On one hand, routines can be characterized as abstract patterns that participants use to guide,
account for and refer to specific performances of a routine. ... On the other hand, routines can be
characterized as actual performances by specific people, at specific times, in specific places.’
(Pentland & Feldman, 2005: 795.)
The first dimension or the sStructura aspect represents an abstract and partidly narrative
description of organizationa routines (Feldman & Pentland 2003; Pentland & Feldman
2005) that tekes the form of a explicit and implicit collectivdly held knowledge about a
goecific  organizationd routine. So the dructurd dimenson refers to the existence of
collective knowledge sructures — rules and authoritative or dlocative resources  (Giddens,
1984) — tha enable organizationd members to refer to, guide their work activities and to
account for their behavior (Feldman & Pentland, 2003). However, a the same time these
dructural  aspects of organizationa routines condrain the actions of organizationd
members. So, dl together organizationd sructures can be seen as the virtual order of an

organization and its reproduction.

‘For practice theory, the nature of social structure consists in routinization. ... Structure is thus
nothing that exists solely in the 'head’ or on patterns of behavior: One can find it in the routine nature
of action. Social fields and institutionalized complexes — from economic organizations to the sphere
of intimacy — are 'structured’ by the routines of social practices. Y et the idea of routines necessarily
implies the idea of a temporality of structure: Routinized social practices occur in the sequence of
time, in repetition; socia order isthus basically social reproduction.’” (Reckwitz, 2002: 255.)

As an abdract property of a socid community, socia sructures are subject-less and outsde
of time they exig only in the indantiations in socid practices and as memory traces of
knowledgesble human agents (Giddens 1976, 1984). Because of the fact that contexts
differ in organizations, the ‘generd rules and procedures that organizationd members
refer to while they perform a certain organizationd routine ‘have to be incompletdy
specified when transferred across contexts (Becker, 2004: 651). Since contextud detals
adways ‘remain open — and must reman open — for the routines to be carried out’ (ibid.:
648, as wdl as Pentland & Fedman, 2005; 797), the dructurd dimenson cannot imply
specific performances of organizational routines (Feldman & Pentland, 2003). Especidly
‘the understanding of the abstract pattern may not be the same from person to person, from
event to event or over time (Pentland & Feldman, 2005: 797). So in the course of time the
dructurd aspect of routines is varied through its enactment by organizationd members in
their day-to-day activities.
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The second dimension, the agency dimenson as the actud performance of organizationa
routines by human agents, refers to reproduced socia practices that create, maintain and
modify the structurd dimenson of the organizationd routines (Feldman & Pentland, 2003;
2005). In contrast to the abstract socid structures, social practices are Situated, spatidly and
temporaly located and presuppose a subject (Giddens, 1976). Indexicdity (Garfinke,
1967), dStuatedness and context-dependence are the centrd characterisics of socid
practices.

The specific interaction of the two recursve and mutudly conditutitve dimensons of
organizationa routines determines the degree to which routines can change, to which they
are flexible and to which extend they can be transferred to other contexts (Feldman &
Pentland, 2003; Pentland & Feldman, 2005).

‘Some routines show a lot of variation; others do not. Some are flexible; others are not. Some are
easy to transfer; others are not. These variations may seem like noise or bad measurement, but they
are not. They are indications of underlying phenomena and dynamics.” (Pentland & Feldman, 2005:
794.)

These dynamics within in organizationa routines represent the firm-specific process of the
recursve conditution of particular organizationd dructures — certain organizationd rules
and resources — and unique organizational practices over time This firm-specific
sructuration process can be seen as ‘an on-going opportunity for variation, sdection, and
retention of new practices and paterns of action within routines and alows routines to
generate a wide range of outcomes, from gpparent dability to condderable change
(Fddman & Pentland, 2003: 94). It is mediated through firm-specific moddities of
dructuration:  interpretative  schemes, norms  and  fadilities  (Giddens, 1979; 1984).
Especidly atifacts’ as physicd manifestation or trace of organizationd routines play a

mgor role in the reproduction and structuration process of organizationd routines.

‘In any practical setting, these aspects of an organizational routine may be codified or prescribed, as
well as enabled and constrained, by various artifacts. Artifacts take many different forms, from
written rules, procedures and forms to the general physical setting (e.g. a cubicle farm).” (Pentland &
Feldmen, 2005: 795-796.)

3.4 Routinesin strategizing

We will know turn to the role organizationd routines play for the process of drategizing: In
the every-day conditution and reproduction of drategy practices, the routinization of

2 Referring to Pentland & Feldman (2005) artifacts like, for example, ‘rules and written procedures can serve
as a proxy for the ostensive aspect of aroutineg’ (Pentland & Feldman, 2005: 796). However, they can not be
equated with the ostensive aspect of organizational routines (ibid.).
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drategies plays a major role because it ensures dtability and continuity in Strategy praxis
and ontologica security for the strategy practitioners.

‘Social practices are routines: routines of moving the body, of understanding and wanting, of using
things, interconnected in a practice.’ (Reckwitz, 2002: 255.) ‘Routine, psychologically linked to the
minimizing of unconscious sources of anxiety, is the predominant form of day-to-day social activity.
Most daily practices are not directly motivated. Routinized practices are the prime expression of the
duality of structure in respect of the continuity of socia life. In the enactment of routines agents
sustain a sense of ontological security.” (Giddens, 1984: 282.)

As practices gan a ‘habitua, tekenfor-granted character’ (Giddens, 1984: 376), they
become more and more routinized over time. The drategids use ther reflexive monitoring
of action and ther mutua drategic knowledge to generae ‘regularized types of acts
(Giddens, 1976: 75), for example, strategic team meetings, srategy workshops and annua
planning cycles. In contrast to the normative and planned drategies as officid terms of
reference, routines in drategizing can be seen as the actud draegic processes that are
enacted by the dSrategy practitioners. As a specific type of organizationa routines, routines
in drategizing embody the two dimensons of the dudity of Structure as wdl: Strategic
rules and resources are the medium and outcome of the dtrategy practices they recursively
organize. To appropriate the context-independent overal drategy into Stuated Srategic
practices and to orientate their dstrategy work across time and space, the drategists draw
upon firmspecific moddities of dructuration, for example collectively shared
interpretative schemes in form of a specific business srategy that consst of ‘standardized
elements of stocks of knowledge (Giddens, 1979: 83) and are connected to certain
resources like a defined marketing budget. From this perspective, the focus of attention is
directed to the knowledgesble human agents that reproduce and change their drategizing
routines over time: Strategy practitioners share drategic knowledge that represents an
action enabling structure and is enacted in the day-to-day Strategy practices.

‘A specific social practice contains specific forms of knowledge. For practice theory, this knowledge
is more complex than 'knowing that'. ... In a very elementary sense, in a practice the knowledge is a
particular way of 'understanding the world’, which includes an understanding of objects (including
abstract ones), of humans, of oneself. This way of understanding is largely implicit and largely
historically-culturally specific ... . This way of understanding is, of course, a collective, shared
knowledge ... .” (Reckwitz, 2002: 253-254.)

This collective drategic knowledge represents the dructurd dimenson of drategizing
routines that the drategy practitioners refer to. The performing drategists enact and
reproduce the dtrategic routines over time and, therefore, generate stability in the firms
drategizing. However, in the sense of dructuration theory (Giddens, 1984) the
reproduction of socid practices respective drategizing routines dways implicates an
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endogenous change that is based on the reflection and interpretation accomplishments of
human agents.

Conddering the process of drategizing and the relaionship between routines and strategies
some distinctions seem to be helpful. Descriptions of routines as structured behavior and
interaction may be related to normative structures as structural eements and moments with
vaidity or assertive clam and/or to actual structures that may be observed in the activities
and peformances of organizationd actors. In this sense, we understand strategies as
normative dructures that shape organizationd interactions and are ether developed,
planned, decided upon or implemented within an officid organizationd drategic planning
and control process or — in case of emergent drategies (Mintzberg & Waters, 1985,
Mintzberg, 1989) — are dements of actua structures which are then legitimized by drategic
decison-makers.

‘ Strategies are both plans for the future and patterns from the past.” (Mintzberg, 1989: 27.) ‘Actions
simply converge into patterns. They may become deliberate, of course, if the pattern is recognized
and then legitimized by senior management.’” (Ibid.: 31.) However strategies ‘need not be deliberate
—they can also emerge, moreor less' (ibid.: 29).

In other words, drategies are prescriptions (rules, norms, forms, vaues, roles) that guide
and candize organizationd interaction processes in a paticular way. A set of operational
routines beongs to each drategy. They are congstent with these prescriptions and,
therefore, are offiadly legitimized. In contrast to these operationd routines, there are
strategizing routines that may be more or less condgtent with inditutiona normeative meta-
sructures which are supposed to organize the srategic planning and control process. This
process may roughly be divided into two parts. the creation of new and the adaptation of
old strategies @trategy formulation) on the one hand and the transformation of drategies in
operationa routines (strategy implementation) on the other hand. The actua Sructures of
organizationd routines normdly differ from normative dructures addressng the same
gphere of organizationd interaction. This is evident for drategies as normétive reference
schemes for actions because drateges usudly cover only a smdl portion of possble
dructurd characteritics of routines. Think for instance of organizationd norms that are not
included in drategies but guide organizationd behavior. With respect to the efficacy of
drategies, especidly those aspects of organizational routines are important that are in
conflict or inconagtent with drategies. organizationad culture may not be in accord with
drategic intentions, interests, and rationdities, furthermore, cgpabilities of individud and
collective organizationd actors may impede or inhibit the execution of Strategies.
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Turning to the relationship between corporate or business strategies and HR strategies as
subgroups of organizational dSrategies that is centrd for our andyss of gability and change
of drategizing routines in different consstent SHRM systems, it is useful to conceptudize
an HR drategy as a description of a set or bundle of specid HR practices that are intended
to influence the behavior of organizationd members in a way that the conflicts and
incondgencies between busness or corporate drategies and operationa  routines
mentioned above are reduced. Concretely spesking, we refer to those practices in job
desgn, daffing and recruiting, compensaion, training, promotion etc. that close the gep
between the respective normative and corresponding actual dructures of organizationa
routines by dabilizing or changing capabilities, rationdities and interests of organizationa
actors as well as dements of organizationd cultures. Inspired by Devanna, Fombrun &
Tichy (1984) a dominant view has podulated that in a ‘verticd dignment (Wright &
McMahan, 1992) the drategic planning and control process garts with the formulation of
the corporate and business srategy, and then afiliates with the search for HR drategies
tha may help to facilitate the accomplishment, efficacy and success of corporae and
busness drategies. However, we prefer the conception of a two-way adaptation process
because in certain Stuations it may be easer and more effective to change the corporate or
busness drategies than to change the dominant organizationad behavior (Allen & Wright,
2006). This goes together with the conception of HR drategies as SHRM systems of
internally condsent HR practices that views organizationd drategies as an externd
context factor that recursvely can be influenced by the HR practices, especidly in the long
run (Baron & Kreps, 1999).

Before we start our discussion of two ided-type examples of consstent SHRM systems in
the next chapter, we would like to focus attention to an important aspect of the differences
between normative and actual gructures of behavior that leads us to the roots of questions
concerning the dability and change potentials of organizationa respective drategizing
routines the reflection and learning of individua and collective organizetionad actors.
Depending on the character, perception and interndization of normative dtructures to
evduate and possbly change the past performances of routines in the future, these
individual and collective reflection and learning processes may more or less atend and
stabilize or intermittently interrupt and change the flow of organizationd interaction
routines. This is egpecidly true with respect to organizationd routines that are more or less
embedded in a complex network of long-range reaionships between organizationd
members who deveop mutud expectations influenced by the perceptions of the
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ggnificance, domination and legitimization dimendon (Giddens, 1984) of these
relationships.

To andyze the question of how routines shape stability and change in drategizing, we will
compare the specific drategizing routines in two different SHRM systems — ILMs versus
H-C HRM systems (Baron & Kreps, 1999) — in the following chapter that can be seen as
consgent sysems of HR practices and, therefore, as ‘ided types on a theoretica
continuum. Through a methodologica bracketing and concentration upon the dructurd
properties of SHRM systems®, we will develop an inditutiond andysis of the two ided
type SHRM systems. Firg of dl, we will describe the structurd dimension respective the
gructurd framework of ILM and H-C SHRM sysems to additiondly discuss the
efficiencies of these didinctive frameworks and therewith related tability tendencies and
change potentids of HR srategizing routines.
‘According to structuration theory, two types of methodological bracketing are possible .... . In
institutional analysis structural properties are treated as chronically reproduced features of social systems.
In the analysis of strategic conduct the focusis placed upon models in which actors draw upon structural
properties in the constitution of social relations. Since this is a difference of emphasis, there is no clear-

cut line that can be drawn between these, and each, crucially, has to be in principle rounded out by a
concentration upon the duality of structure.” (Giddens, 1984: 288.)

4 Stability and changein strategizing routines. a comparison of two ideal type human

I esour ce management systems

Before we anadlyze and compare the dability and change potentid of two idea type SHRM
gysems, we will give a brief overview of the ressarch fidd of SHRM and its basc
assumptions. We will draw attention to specific combinations of consstent HR practice
bundles in SHRM sysems and will illustrate why externa and internad consgtency of
SHRM systems can lead to centra benefits.

4.1 Strategic human resour ce management and consistent SHRM systems

‘It has been said that the most important assets of any business walk out the door at the end of each day.’
(Allen & Wright, 2006: 4.)

In recent years managers as wel as drategy scholars have been increasingly trying ‘to
understand how one of the last truly competitive resources — the human resources — ‘can
be managed for competitive advantage (Allen & Wright, 2006: 4). This has especidly led
to the formation of a rdatively young fied of research that was inspired by the work of

3 Concentrating upon the analysis of the structural properties of social systems, it should be stressed, is a
valid procedure only if it is recognized as placing an epoché upon — holding in suspension — reflexively
monitored social conduct. Under such an epoché we may distinguish three structural dimensions of social
systems: signification, domination and legitimation.” (Giddens, 1984: 31.)
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Wadker (1978) and findly initiated by Devanna, Fombrun & Tichy (1984): The drategic
human resource management that is based on the drategic management as wdl as the
human resource management literature. For the last decade the research fields of drategic
management and SHRM have been converging around severd theoreticd issues, for
example, knowledge, dynamic capabilities, learning organizations and leadership (Wright,
Dunford & Snell, 2001; Snell, Shadur & Wright, 2001). SHRM scholars have been trying
to connect these two approaches to explan how human resources sustain competitive
advantage and, therefore, are centra for organizationd success. Until now the SHRM
research has been primarily based on the resource-based view of strategy” that offers the
cosest link to the human resources as internd properties of organizations (Allen & Wright,
2006; Wright, Dunford & Sndl, 2001; McMahan, Virick & Wright, 1999). Since the
resource-based view (Wernerfeldt, 1980; Barney, 1991) became the predominant paradigm
in draegic management in the 1990s the focus of andyss has been driven from the
market-based view of srategy (Porter, 1980) and the organizationd environment to the
internd, both physica and intellectud, resources of afirm.

The ‘RBV provided a legitimate foundation upon which HRM researchers could argue that people and
the human resources of a firm could in fact contribute to firm-level performance and influence strategy
formulation’ (Allen & Wright, 2006: 8). ‘In sum, the RBV, with its focus on the interna resources
possessed by a firm, has given the field a theoretical understanding of why human resources systems
might lead to stainable competitive advantage and provided the spark to generate empirical research in
thisvein... .’ (Ibid.: 9.

Empiricd dudies (Husdid, 1995; MacDuffie, 1995; Delery & Doty, 1996) have
emphasized that specific bundles of HR practices lead to a higher firm performance (Allen
& Wright, 2006). From this perspective especidly the firm-specific combination of
complementary and interdependent HR practices in a @tan SHRM system, for example a
specific ILM, is of peculiar interest because it can conditute a drategic resource that meets
the necessary conditions stated by Barney (1991) (Lado & Wilson, 1994; Snell, Youndt &
Wright, 1996; Barney & Wright, 1998)°. HR practices of successful competitors cannot be
imitated eedly because they may not be compatible with the srategy or context of the
copying organization or can be incondgent with the dready existing HR policies and
prectices in the firm (Baron & Kreps, 1999). As far as Wright, Dunford and Snell (2001)

are concerned, there are three centra components of HRM that conditute a dtrategic

* For critique of the RBV see, for instance, Priem & Butler (2001 a; b).

°> However, only a system of combined HR practices offers the potential to be a source of sustained
competitive advantage. Wright, McMahan & McWilliams (1994) argue that individual HR practices cannot
generate a sustainable competitive advantage for a firm because the individual HR practices could easily be
imitated by rivals. They consider the firm-specific human capital pool to have a greater potential for being a
strategic resource (Wright, Dunford & Snell, 2001).
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resource and are influenced by the combination of HR practices in specific HRM systems:
(1) the ‘human capitad pool’ as ‘sock of employee knowledge, skills, mativations and
behaviars, (2) ‘the flow of human capitd through the firm’ (Allen & Wright, 2006 10)
and (3) ‘the dynamic processes through which organizations change and/ior renew
themsdves (Allen & Wright, 2006: 11) respective the HR drategizing routines of different
consistent SHRM systems that are central for our paper.

The consistency of SHRM systems as combinaion of coherent HR practices is a centrd
aspect: According to Baron & Kreps (1999) the external and internd fit of HR practices in
a SHRM sysem respective their dignment with the externd contextua factors and their
internal consstency plays a mgor role and generates fundamental advantages. On the one
hand, the organization's HR policies and practices have to fit together and, a the same
time, they have to fit into the broader context of the organization. Baron & Kreps (1999)
define ‘five factors® that have to be considered for the external consstency of HR
practices and are didinctive for different SHRM systems like the ILM and the HC HRM
drategy: (1) the economic, socid, politicd and legd externd environment, (2) the work
force especidly demographics etc., (3) the specific organizationd culture as established
vaues, norms of conduct, work attitudes, (4) the required technology and work
organization in a broad sense and, last but not least, (5) the fit of the HR practices with the
demands of the organization’s overdl srategy (Baron & Kreps 1999).

However, Baron & Kreps (1999) ague that the most relevant consstency dimension is the
internal one, because the whole of HR practices ‘can be more than the sum of the parts (p.
38). The internal consistency of HR practices refers to the degree to that al HR practices of
a SHRM system are condgtent and complementary, that means that they ‘fit together so
that they make a coherent whole, are mutudly reinforcing and are agpplied consgently’
(Torrington, Hall & Taylor, 2005: 35).

‘.. HR policies cannot be considered piecemeal. ... HR practices either work together as a package or

they fight each other. Quite different “packages’ or systems can work well together in the same

setting, while a mix of bits from each will fal flat.” (Baron & Kreps, 1999: 10.) ‘If afirm's HR
system fits well with one specification of strategy, technology, workforce, culture, and environment,

® Baron & Kreps (1999) define their ‘five factors as a checklist for general managers to analyze and
understand the environmental setting of their organization: ‘ As with any checklist, this one isincomplete and,
in some cases, has overlapping categories. But we (and you) will find it very useful for filing away the “facts’
about a particular organizational context and for disciplining your thinking about the HR issues involved in
specific settings' (Baron & Kreps, 1999: 11). However, there are certain caveats about the five factors that
managers have to take into account: Managers should not take them too seriously and should remember that
they can influence them: ‘ So as you examine the five factors in specific cases, keep in mind that they aren’t
fixed and unalterable, but neither are they infinitely adaptable. The key is to fit them to HR practices and HR
practices to them to the greatest extent feasible, where the fitting goesin both directions’ (p. 34).
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then it is bound to fit some other set of factors poorly. In HRM there is no one size that fits every
situation.” (Ibid.: 33.)

There are three aspects of internal consistency’ that are important and interrelated through
ther rationdes (1) single-employee consistency as the condsency among different
elements of a firm's SHRM sysem that bear on a sngle employee, such as compensation,
recruitment, and performance evaluation practices, (2) among-employees consistency the
condgent and smilaly trestment of different but dmilaly-stuated employees within the
organization and (3) temporal consistency and continuity in form of a continuity and

consistency of an organization’s HR philosophy, premises and practices over time.

These essentid congstency premises are met by the two ided type SHRM systems — ILM
and H-C — identified by Baon & Kreps (1999) and have certan benefits for an
organization.

‘Very distinct arays of HR policies can fit a given externa environment quite well if the arrays are
internally consistent; and for the same reason that internal consistency is valuable, it isn’t easy to
tinker successfully with such arrays at the margins, nor, once established, to reconfigure the array
from scratch.” (Baron & Kreps, 1999: 38-39.) ‘The key is consistency of message ... simplicity and
consistency promote learning.” (Ibid.: 202.)

Baon & Kreps (1999) date that there are a least five benefits as result of internd
consgent SHRM systems: (1) a higher efficiency through technological complementarities
in the HR practices, for exanple, an digned screening and training of employees and
further the economization on cogts of adminidration (2) the initiation of more effective
learning processes concerning the nature of the employment reation, (3) the aiding of
socid leaning in the organization, (4) the improvement in the initid matching of the
employees to work settings that reduces turnover costs and (5) te fotering of fedings of
distributive justice.

4.2 The structural dimension of two consistent SHRM systems. main characteristics
and central effects

Baron & Kreps (1999) am is to ‘congtruct frameworks by which ... general managers ...
can better andyze and craft HR policies (p. 4) in ther organizaion. In the following
chapter we will now describe the main characteristics and centrd effects of the sructura
dimension of the two consstent HRM systems— ILM and HC HRM.

4.2.1 The structural framework of internal labor market strategies

" “The three different aspects of consistency may themselves be mutually inconsistent. There are also often
real conflicts to be resolved in seeking alignment of HRM with the business context while simultaneously
preserving single-employee, across-employee, and temporal consistency.’ (Baron & Kreps, 1999: 59.)
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‘An ILM is acoherent system of HR practices that complement one another.” (Baron & Kreps, 1999:
186.) ‘Thus, the term ILM is somewhat of a misnomer. An internal labor market is actually not a
market at all, but instead an administrative system for allocating labor.” (Ibid.: 168.)

Employment rdationships that are defined as ILMs are a combination of the following
characteristics®;

‘A contract (though not necessarily an explicit one) between employer and employee
L ong-term attachments between the organization and its workforce

Promotion from within, except for afew designated entry ports

Skill gradients reflecting on-the-job training (i.e., there are important skills that
have to be learned on the job, which giveriseto skill and promotion ladders
within the organization)

Formal rules and procedures governing employment relationships, including the
assignment of wage rates to jobs rather than to individuals

An emphasis on seniority

Grievance procedures and due process arrangements designed to ensure

fair treatment of employees’ (Baron & Kreps, 1999: 167-168).

Besdes these centra characterigtics, ILMs have specific effects and implications: In ILM
the initid screening and sdlection of employees, their development and the performance
management is very important because it leads to less employee turnover and, therefore, to
cost reductions. A ‘family flavor’ can be edtablished and labor is converted from a ‘largely
varidble to a more fixed factor of production’ (Baron & Kreps, 1999: 177). Indde the ILMs
labor market pressure is reduced and a diginctive compensation gructure is implemented
in form of compressed wage didributions, job related wages and seniority based reward
sysems.

According to Baron & Kreps (1999), there are particular forces that foster the emergence
and development of ILMs. Firg of dl, (1) firm-specific skills and knowledge endorse ILM
because, when these festures as well as interna networks with co-workers are necessary for
higher-level postions in the hierarchy, it makes great economic sense to develop them at
relative low cogt within an ILM. The employer will be interested in amortizing his traning
costs over a long period of time. Another aspect tha fogters long-term employment
relationships in an ILM is (2) the building of employee loyalty through satidfaction and,
hereby, resulting advanced commitment. This leads especidly to reduced turnover and
absenteeism. A third aspect is (3) gpecid incentives in form of above market benefits and
wages that are linked with the ILM hierarchy and employees opportunities for long-run
growth and advancement. Furthermore, in ILM (4) advanced screening activities are

8 The seven aspects of the ILM definition are broad characteristics of ideal type ILM. However, among
different companies the characteristics can vary in especially three aspects:. the criteria determining and the
levels of advancement, the range of employee groups that the HRM systems integrates in or excludes from
the internal labor market and the cultural and structural features (Baron & Kreps, 1999).
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posshble that lead to greater efficiency for the following reasons. The employer is able to
observe an employees <ills and endeavors more exactly and can gan superior
information about its employees. For this reason, the employer can match employees and
jobs in a more efficent way. When higher-level jobs can be trandated into an appropriate
job ladder more effective screening becomes achievable and employees are discouraged
from depating the ILM because externd opportunities are inferior. Additionaly, ILMs
fecilitete (5) staffing economics that make the search for new employees cheaper. Due to
the fact that outdders are only employed on specific low-level entry positions, economies
of scde can be redized in ther unified recruitment, screening, hiring and training. Last but
not least, there can be (6) cohort effects Findly, when cohorts enter a firm at the same time
and on the same pogtion, there may be postive socid effects for the employer, like
evolving support networks, podtive peer pressure in form of related performance
evauation and competition (Baron & Kreps, 1999).

In a context andysis, Baron & Kreps (1999) discuss the ‘five factors' for ILMs. ILMs are
auitable for indudries with a reatively dable and seadily growing demand, for external
environments where loydty and seniority are esteemed, where labor mobility is especidly
low among employees on the mid-career level and where indudrid unionism is dominant
over craft unionism. The workforce in an ILM will have a higher percentage of socid
homogeneous and highly educated employees tha have a stable work higory (maritd
datus, children, previous work experience etc.), a high average age and tenure. The
organization’s culture will be characterized through loyalty and cooperation as basc vaues
indead of flexibility and innovation. This will emphasize processes, sable rules and
conventions. Furthermore, the ILM dructure is preferentid when the technology of
production and organization of work has high job interdependencies, high task ambiguity
and long delays in the measurement of performance outcomes. ILMs fit better for guardian
than for star jobs and when a high leve of firm-specific human capitd is required that has
to be developed on the job over a long period of time. It is convenient for industries that are
only confronted with gentle technological change and margind obsolescence of human
capitd. An organization's drategy that entails rapid growth and is based on superior qudity
and sarvice as wdl as long-term relationships with clients fits best to ILM and will protect
the company from ILM cogt or dysfunctions. The corresponding financia drategy should
be a stakeholder-vaue drategy that is independent from short-term capitd market pressure

and rlies on internd financing resources.
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Besides the advantages of ILM there are severa disadvantages’ that can occur, such as
high codts potentid inflexibility and insularity, cultivation of mediocrity and conformity,
aswell as bureaucracy (Baron & Kreps, 1999).

4.2.2 The gructural framework of High-Commitment HRM strategies

‘High-Commitrrent human resource management is a general catch-phrase we will use for an
ensemble of HR practices that aim at getting more from workers by giving more to them. ... In
particular, high-commitment HRM consists of an array of different and highly complementary HR
practices, which do or don’'t work well depending on the five factors .... ." (Baron & Kreps, 1999:
189)

H-C HRM can occur in severa forms: Totd Quality Management, open-book management
or in traditiond firg-tier Japanese firms as H-C ILMs that represent hybrids. However,
there are certain H-C characteridtics like specific goals and means that dl flavors of H-C
HRM have in common: The highly committed employees are very flexible and ddiver ther
full effort for the gods and interests of ther firm. Because they very deeply understand
thelr organization, employees bring in ther individua power of judgment to decide what
has do be done for the firm's interests in specific Stuations. They contribute their own
ideas to improve the organizational processes (Baron & Kreps, 1999).

To achieve these officid H-C goals, severa corresponding and consistent HC means with
drong complementarities can be identified: Long-term employment guarantees and an
extensive screening of potentid employees, to ensure a cultura fit can be seen as the base's
of H-C HRM draegies Another important means is explicitly lived egalitarianism.
Symbolic and compensation differences among employees that are related to specific
postions in the hierarchy are ‘aggressvely deemphesized’. ‘Everyone is pat of one big
team’ (Baron & Kreps, 1999: 190). There is a strong culture of egditarian teamwork
prevaent that focuses on superior goals, for indance, the vison or misson of the firm such
as a ‘zero defects culture. The employees are involved in extensive socialization processes
and training programs like cross-training. A great emphads lies on saf-managing teams
and team production that are accompanied by job enlargement, job enrichment and job
rotation programs. Furthermore, a premium compensation system is implemented that
includes efficiency wages and superior benefits. The incentive compensation in H-C HRM
systems is, thereby, grounded on firmwide, unit and team performance measurements. The
dlocation of information and the channels of communication are very open and go hand
and hand with flattened hierarchies. Through stock option programs symbolic as well as
finandd ownership is encouraged and emphasized (Baron & Kreps, 1999).

® For details see Baron & Kreps (1999; p.178-183); also for critique of ILMs (ibid.: 174-175).
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The goals and means of H-C HRM are connected through specific and complementary
drategizing routines (1) recruiting, (2) traning, (3) enabling and (4) motivating. Ad (2):
Fra of dl, employees who are adle and willing to emit the consummate effort tha is
demanded have to be recruited. The recruitment of the gppropriate — preferably immobile
and dress-resgant — employees tha are team players, fit into a cohesve working group
and like to take over responshility is centrd because H-C HR organizations invest
intendvely in tranings and pay offs can only be redized in long-term employment
relaionships. The employees do not have to posses specific skills because the required
skills are developed within processes of cross-training, job rotation, enrichment and
enlargement and so are gained on the job. Employees should be motivated through the
intangible job characteridics indead of the tangible because otherwise the possbility of
their being enticed away is very high.

‘In this regard, these aspects of the work environment all help in the recruitment process by fostering
employee self-selection.” (Baron & Kreps, 1999: 193.)

Ad (2): If sdected and recruited, the employees have to be trained to deveop thar ills
and knowledge so that they are able to work in the H-C team dructures and know the
drategy and technology of their organization well. They are supposed to contribute good
ideas and improvement suggestions so0 they have to be flexible in ther thinking and acting
and, additionadly, have to be sdf-directed and sdf-managing. Employees get a broad
education and training that is facilitated through an open information culture to degpen
ther knowledge and underganding of the organizationd context and its production
processes. This hdps them to get a ‘big-picture understanding’ (ibid.: 194) of thar
organization. Ad (3): By giving them employment guarantees and the necessary
information, communication opportunities, autonomy and authority employees are enabled
to ddiver the required efforts and performances of a HC sysem. Ad (4): Motivation is a
cruciad aspect to H-C HRM systems because employees have to be willing to use ‘their
hands and ‘their heads (Baron & Kreps, 1999: 191). The key motivation features of a H-C
sysdems ae the employment guarantee, the premium benefits and wages, autonomy and
authority on enlarged and enriched jobs and superior training. The base line of the H-C
HRM sysem is a conssent combination of ‘economic incentives and socid-psychologicd
motivating forces (ibid.. 195) that conditutes a ‘quit pro quo’ and egditarian culture
within powerful symbols and peer pressure prohibit free-riding effects.

Smilar to ILM H-C HRM systems can not only have advantages but dso disadvantages:
high cogs through expengve recruiting and training activities, premium benefits and wages
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and long-term employment guarantees. So it has to be assessed whether a H-C HRM
drategy fits to the given externd context factors. Employment guarantees and trainings, for
example, can be very expensve when the workforce & large and badly trained and markets
are declining. In a context where the externd environment and the workforce demographics
fogter labor mobility, H-C represents the inferior choice. Furthermore, if another HC HRM
employer dready has been established, the labor market can be very tight and ‘the cream of
the local labor force' could aready have been ‘skimmed’ (Baron & Kreps, 1999: 201). The
H-C drategy, however, is adequate if a high qudity of products and services is very
important and process improvements are possible in the market place

4.3 Discussion: Stability and change of strategizing routines in two consistent SHRM
systems

As dready discussed on an abstract and more generd level at the end of chapter 34, an
andysis that takes the normative level of HR drategies as a darting point has to reflect
upon possible operationa routines that are triggered by the behaviord consequences of a
paticular set or bundle of corresponding HR practices. This reflection is, of course,
condderably facilitated when consdering a consstent (ided type) SHRM system ingtead of
a red HR drategy with conflicting or contradictory HR practices. Synthesizing the above-
mentioned arguments of Baron and Kreps (1999), it is conclusve to hypothesize that
internally consstent SHRM systems bring about routines of personnel sdection, job design
and personnd dlocetion as wdl as training, promotion and compensation that further the
fitness of personnd characterisics with respect to  organizationd gods and job
requirements.

Contemplating the dynamic rdation between the deveopment of normaive and actud
dructures, the external context has adso to be taken into account. If both corporate or
busness drategies and HR drategies meet the demands and chdlenges of the respective
externa context factors, the reaulting organizationa success will induce a reinforcing
feedback mechanism that will leed to a gradua convergence of the normative and actud
aspects of operationd routines, egpecidly a diminishing gap between the interests,
qudifications and rationdities of organizationd members and draegic gods and
requirements. As a result, the leve of reflection attending the performance of work routines
will aso be reduced so that abilizing behaviord tendencies will increase a the expense of
the change potentid of routines.
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Of course, this change potentid is not only influenced by the implementation or
legitimization of organizationa drategies Raher there will Hill be differences between the
reason, common sense, needs and cgpabilities of organizationa members on the one hand,
and ther organization-oriented and shaped rationdities, interests and qudifications on the
other hand, may trigger reflection and learning as wel as cregtive behavior. For this to
happen depends on the actud dtudions, for indance, on organizationd dructures of
dominance (eg. the degree of power asymmetries in organizationd relaions), the diversty
of organizationa dgnification dructures related to differences in professond jargon and
know-how and the type and degree of interdependence between organizationa jobs, teams,
departments and divisons. One would expect a low leve of this kind of interndly induced
change of organizationd routines with high levds of power asymmetries dgnification
diversty and internd interdependencies.

4.3.1 Stability tendencies and change potentials of strategizing routines in internal

labor market

We dart the discusson of ILMs with an obsarvation of the deveopment of German
employment systems after e Second World War. Unitil the eghties of the last century — at
leet in large companies of nealy dl indudries — planned and emergent HR drategies
clearly evolved in the direction of ILMs. Consdering the theory of employment systems of
David Marsden (1999), this is ahit surprising (see dso Felsch, 2005) because Marsden has
postulated that Germany has been dominated by employment sysems that follow a so-
cdled ‘qudification rule’, where jobs are designed by means of industry- and naionwide
qudification criteria and dlocated to employees, who acquire their adequate occupationa
skills by vocationd traning and academic dudies. Vocationd traning is, thereby,
regulated by a nationd inditutiond sysem with sate, employer and union representatives
who decide on vocationd classfications and the contents of certified qudifications. What
is centrd here is that this work system actudly supports the development and efficiency of
firm-externa occupationd labor markets (OLM) as occupationa skills dominate skills
based on training-on-the-job and upward mobility for semi-skilled workers is redtricted.
However, not dl characterigics of the German system have been in oppogdtion to the
requirements of ILMs, this is especidly true for firm-specific skills and knowledge (Baron
& Kreps, 1999) that are a very important aspect. In this case the ILM-adequate context
factors are epecidly a stable and steadily growing demand for the firm's products enabling
growth drategies and a comparably low degree of price and innovation-related
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competition. These conditions do not only secure the viability of ILMs but aso the success
of busness growth drategies without high financid risks In Gemany the formery
resricted role of OLMs and a low worker mobility might dso be ascribed to the
inditutiond sysem of co-determination and worker's paticipation resulting in a strong
preference for internd staffing of jobs.

Putting these arguments together, it is plausble to expect a co-evolution of ILMs and a so-
cdled ‘preserving organizational culture (‘Bewahrungskultur') as result of strong gability
tendencies of routines in ILMs that can be illustrated through three centra aspects (Felsch,
2005): (1) Locd sub-cultures dominate a globa corporate culture, (2) there are karriers of
communication between departments and hierarchicd levels, and (3) leadership behavior
safeguards the status quo.

Ad (1) Local sub-culturesdominate a global corporate culture:

The domination of the globd culture by loca sub-cultures leads to a narrow behaviora
orientation of superiors and subordinates towards standard operating procedures and
peformance standards of one's own work unit. The identification of organizationd
members is much more rooted in the work group then in the firm membership. Individud
behavior is dominated by the adaption to group norms of older colleagues and superiors.
Group loydty is more awarded then individuad autonomy and sdf-reiance. A pleasant
working amosphere, satisfactory working conditions and the appreciation of colleagues are
more important than chalenges of solving work problems and managing conflicts. As these
cultura dements are more dtractive for extringc than for intrindc motivated employees,
mutua adaptations in the HR practices of personnd acquistion and sdection will lead to
the retention of more extringcaly motivated members.

Ad (2) Barriersof communication between departmentsand hierarchical levels:

The emphasis of a specid dtatus of one's own department is combined with degradations of
other departments (departmental egoisms). There exist hodile images following the motto:
‘The others are trying to didinguish themsdves a& our cost’. A kind of negative
coordination is increased: ‘If you leave me done, | will leave you done’. This will reduce
the internal and externd cusomer and service orientation followed by tendencies of
Solidification that further an introversve behavior a the expense of percelving and
handling externd demands.

27



Ad (3) L eader ship behavior safeguards the status quo:

Leadership behavior is essentidly directed towards safeguarding the status and integrity of
one's own organizationa unit. Leaders and managers primarily use means of motivation
that further the coheson of their own work group or department and a pleasant working
aimosphere. In a socid sense lower and middle management is postioned closer to ther
subordinates than to their own superiors. They manly support those ideas and suggestions
for improvements made by subordinates that sStrengthen their own area of respongbility.
Supervising inputs and procedures have priority compared to the monitoring of outputs,
results and objectives. One of the possible consequences is that professona competencies
weigh more than competencies in organizationd and HR devdopment (‘managers and

leaders are the best professonds’).

Summarizing the most important eements of preserving cultures may be characterized
through the following aspects the dominance of extrinsic motivation, professional
competencies, negative coordination, input and procedure oriented control as wel as
control by superiors ingead of sdf-regulation. It is obvious that this organizationa culture
is bound to operationa routines with strong sability tendencies and heavily restricted
change potentid. In this vein organizationd routines could be defined as defensive routines
(Argyris 1985, 1990). We would like to emphasize that preserving cultures do not have to
be a necessary consequence of ILM-shaped HR practices. However, we hypothesize that a
tendency to defend routines and, therewith, a high level of resstance to change could be the
unintended ramifications when cetan edements of busness draegies as wdl as context
and organizationd variables add to the main characterigtics of ILM.

4.3.2 Stability tendencies and change potentials of strategizing routines in high-

commitment HRM systems
4.3.2 Stability and change of strategizing routinesin high-commitment HRM

Condidering experiences in Germany, the high ranking of change management on the
agendas of centrd and genera management since the beginning of the eghties of the last
century can be interpreted as an indicator of subdtantid difficulties in transforming the
sructures and processes of big companies in a way that they are able to meet the challenges
of a rigng intengty of price, qudity and innovation-driven competition. When faced with
the chdlenge of rgpid changing environments, the former core competencies were in
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danger of developing into core rigidities, impeding the perception of new market demands
and societd requirements. Looking a the internd organizational dynamics as a recurrent
cycle with the phases dissociation from the core competencies of exising organizaiond
routines, designing and implementing of new drategies and routinization of the Strategy-
conform new process pattern to creste new and better adapted core competencies,
difficulties to change effident organizationd routines seem to be unavoidable
(Hennemann, 1997). The efficiency-oriented process of routinization — sngle-loop learning
(Argyris & Schon, 1978), continuous improvement process — limits the organizationd
cgpabiliies of a continuous reflection of interaction routines especidly under the
conditions of collective coordinated organizational action programs. In addition, the
repective requigte incentive sysems seem to be conflicting: simulaion of intringc
motivation with respect to collective reflection and learning processes — double-loop
learning (Argyris & Schon, 1978) — versus promotion of extrindc motivation with
monetary incentive sysems relaied to individud performances to increase the efficiency of
operational routines. As Argyris & Schon (1978) dready noted, double-loop learning
cannot often be observed in organizationa practices.

Nevertheless, the concept of dynamic organizationd capabilities (Teece, Pisano & Shuen,
1997) is directed to solve this problem. The HC HRM in the form of a condgtent system
of HR practices offered by Baron & Kreps (1999) can demondrate the potentidities,
context requirements and limits of this concept. At the centre of the aready described
features and goads of H-C HRM systems gands the vison of a patidly autonomous
organizationd member or employee acting and being responsble in an entrepreneurid
way. The contextud conditions to implement such a vison imply in the end that there is a
permanent balancing between individud interests, qudifications and rationdities and the
opportunities and chdlenges of changing environments on the one hand as wdl a a
bdancing of these organizationreaed individud characterisics with deeper levels of,
needs and capabilities that may trigger not only reactive but aso credtive behavior. The
cooperation of these highly motivated orgenizationd members in sdf-deering teams
(bdancing intrindc and extringc needs) should be conditioned by symmetric power
relations with the effect of a dynamic bdance of defensve and offensve routines that
guarantee atending reflection and learning processes with the potentid of innovative
cooperation. In case the context conditions of the cooperatively created business strategies
that entall sdf-commitments to the collective gods lead to organizationd success there will
be an atending organizationd culture that can be characterized as a learning culture
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Intrindc  motivations ae combined with socid competencies, a pogtive kind — of
coordination, sdf-geering mechanisms and output- or result-oriented controls. It should be

clear that our existing HR systems are more or less different from such an idedl.
5. Conclusion

Much of the recent research in drategic management and organizationd dudies has 4ill
been focused on callective and individud-less conceptudizations of Strategies and routines
and, hence, implicates a lack of agency (Felin & Foss, 2005; Whittington, 2003). For this
reason we have focused our atention on the knowledgesble human agents and the fidd of
SHRM as a discipline that links the resources of human actors with drategic gods of
organizations. In an inditutiond andyss (Giddens, 1984) of two ided type consgent
SHRM systems — ILM versus H-C HRM — we have illugrated the main characteristics and
centra effects of two contradistinctive structurd HRM  frameworks and have discussed the
dability tendencies and change potentid of ther corresponding HR drategizing routines:
The draegizing routines in ILMs have been characterized through rule systems that are
centrdly planned and bureaucraticdly structured. Strategizing routines in ILMs have been
described as input-oriented and planned. In an unpropitious context, they can lead to
preserving cultures that are bound to operationa routines with strong stability tendencies
and heavily restricted change potentidl.

In contragt, a high degree of sdf-organization and a looser, less drictly formalized and
decentrdly regulated rule sysem has been rlated to the HC HRM systems. Their drategic
processes are output-oriented, governed and controlled regarding the centrd gods of the
organizaion and actors have an individua sphere of influence These H-C draegizing
routines evolve and are established through sdf-organization and socid learning processes.
As aready sketched above, ingtead of blockading, the sdf-organization and socid learning
processes H-C sysems encourage the flexibility and credtivity of the peforming actors
and, therefore, enhance the change and innovation potentials of H-C strategizing routines.

To conclude: Through our andyss of the stability and change of drategizing routines in
two different ided type SHRM sysems we have tried to show that SHRM is an interesting
field for drategy-as-practice researchers because it offers a very cdose link to the
organizationd members who should be re-integrated into the theoreticad andyss The
following research questions reman open and could be an interesing fidd for future
andyss. (1) The examination of the reationship and differences between the normative
and the actud structurd aspects of busness and HR drategies as point of reference for
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performing agents, (2) the normative versus the actud reference levels of drategic planning
and control processes, and, findly, (3) the ex post legitimization of emerging busness and
HR drategies.
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