Chapter 8 - Case study: Voluntary resignations at Orbolay
 



Textbook page 193


Answers to case study questions in textbook, page 194

1. Identify and discuss the implications of Joe’s dual roles as employer representative and employee activist.

When an individual is confronted by divergent role expectations, the result is role conflict. It exists when an individual finds that compliance with one role requirement makes it difficult to comply with another role requirement or when two or more role requirements are mutually exclusive. The issue of dual loyalty demonstrates an area of role conflict sometimes experienced by HR managers. Dual loyalty is a term used to describe a situation where a person has loyalty to two separate interests which potentially conflict with each other.  

Joe Mercer is an HR manager for Orbolay, a large multinational in the resources industry that is faced with the need to drastically cut its workforce in order to remain competitive. He has a number of roles that he fulfils in that job – a member of the HR department, a member of middle management, employee advocate and member of the HR profession. Off the job Joe is a member of a cricket club where he has formed a friendship with Peter Briely, an employee of Orbolay who unbeknown to him is facing a forced redundancy at the same time he is negotiating a major financial commitment.  


While some of these roles are compatible, Joe is finding that some create conflicts.  In particular, Joe’s superior, the Director of HR, expects Joe and his HR colleagues to be responsive to the needs and requirements of the organisation. This includes ensuring that the right people are employed with the right skills. Moreover, the Director has indicated that it is in Joe’s career interests to implement her directives.  However, doing so seems to be incongruous with best HR practice, fair and ethical treatment of employees and the values of honesty, professionalism, collegiality and friendship.  


All HR managers will face role conflict at various times. The critical point is how the different role expectations, including those imposed by organisational requirements, affect our decision making and behaviour. There are a number of responses Joe might make. These include: 

· deciding in favour of the HR Director’s policies; 

· withdrawal; 

· redefining the facts and situation to avoid cognitive and ethical dissonance; 

· negotiation; 

· advocacy; 

· questioning the relevance, validity and ethicality of the historically-based ‘no firing’ pledge; 

· advising senior management, including the HR Director, on the implementation of reforms in HR activities, particularly those related to performance management programs and redundancy policies;

· referring to Orbolay’s corporate values and any written standards of ethical business conduct the company might have; and 

· referring to the HR professional code of conduct or an ethics/HR consultant for advice.


The problem of dual roles and loyalties also raises questions about the consideration of moral responsibility. For example, 

· what do we really owe to others (some suggest that corporations are not deserving of our loyalty and that loyalty is the domain of relationships while others argue that loyalty to ‘the hand that feeds us’ is at least a prima facie duty); 

· what is our ultimate responsibility; 

· what is the limit that we owe to people within our group; and

· should we stop to help those in need, particularly if we have the capability and are their last resort?


Students might also consider that it is much easier to suggest forceful actions to solve an ethical problem when one is an observer or student than when one is a manager with many personal obligations including a mortgage on the family home, university fees and a career that might be in jeopardy. Consideration could also be given to how one identifies a company’s values and ethical standards before one goes to work for a particular company.


Sections 8.2.1 (The problem of dual loyalties), 8.2.2 (HR professional codes of conduct) and 8.2.3 (An integrity-oriented approach to strategic business partnership) provide a theoretical context for further discussion of this question.

2. Analyse the ethical issues and dilemmas faced by the HR managers at Orbolay from utilitarian, Kantian, rights, and justice perspectives.

Section 8.3 of the chapter presents the argument that there are first order principles such as beneficience, consistency, respect for autonomous persons and justice or liberty that are essential for a good society and that from those principles we can rationally determine second order rules, that is, our ethical beliefs, values and standards about right and wrong behaviour. Section 8.3 also summarises four major ethical systems based upon a first principle or superordinate value: utilitarianism, Kant’s universalism or duty, justice and rights.

Most students will be able to identify a number of ethical issues, for example, the common good, honesty (an affirmative duty more demanding than simply ‘do not lie’), fairness and due process in redundancy policies, rights to fair and equal employment opportunities. However, they will probably have difficulty in fully understanding the four ethical principles after a single reading of the chapter and certainly will not understand their application to ethical problems without some experience in that application. Rather than asking students for the ‘right’ answer, ask them to apply each of the four major principles in sequence. The application of course will be easier if the problem or dilemma or issue is specified. Some students will suggest that the dilemma is the targeted redundancy of a few in order to save the jobs of many and indeed, the company. Other students might suggest the key problem is related to the issue of dual roles identified in question one above and the strategic HR paradigm discussed in Section 8.2 of the chapter. As noted on page 170 of the text, “do the means employed by HR professionals condone corporate ends and can those ends be justified”? A few students might recognise that the central dilemma focuses on the ‘no firings’ pledge and suggest that it is this policy that needs to be reviewed and replaced with good HR policies relating to performance management, training and development, remuneration and termination. Thus, at one level, the dilemma is ‘what should Joe do to resolve the problem now?’, but at another level, the problem is ‘what should Orbolay do to avoid this situation in the future?’


Utilitarianism:


Who is going to benefit from the ‘voluntary / targeted redundancy’ policy and to what extent?  Who is going to be hurt and how badly?


Some students will suggest that only a few people will be hurt by the targeted redundancies and that the greatest good for the greatest number will be achieved by ensuring that the company remain competitive by a reduced workforce.  Students should be challenged to think beyond a simplistic economic cost-benefit analysis from the company’s perspective. They should be reminded that all the consequences on all those affected by the action in the long and short term would have to be assessed and that each person’s consequences should be valued equally.  


Also, what are the negative and positive consequences of a ‘no firing’ policy?


As stated in the case, a reduction of the workforce is required for Orbolay’s continued economic survival (and the employment of many thousands of employees with the flow on effects to related stakeholders such as suppliers, consumers, families, etc). Voluntary redundancies have resulted in reduced productivity because many of the best employees took advantage of incentives for a voluntary departure. Once they become known, the secrecy of targeted redundancies and ‘indefinite layoffs’ could result in mistrust of management by employees or even sabotage. The HR Director’s target redundancy policy could result in unfair dismissal claims.


Students could also be asked to consider if a rule utilitarian analysis would differ from an act utilitarian analysis and if so, how and why?  


Kant’s Deontology:


Could I permit everyone to take this same action?  Deception and forced resignations cannot be universalised and do not respect autonomous beings as ends in themselves.  Successful deception distorts the reasoning process of the persons deceived, displacing their will and manipulating their actions for the speaker’s ends. 


Justice:


Students are likely to mention fairness and equality and to be concerned about the lack of adequate performance management systems centred on merit. There are a number of questions that can be asked to help students think more deeply and broadly about justice issues. These include:

· Will the least advantaged among us be treated the worst?

· Was due process followed in a) the formulation of the voluntary resignation policies (including their secrecy), b) the naming by the HR Director of four ‘expendable’ employees from the five departments and c) the HR Director’s statement to the five HR managers that “a dim view would be taken of HR managers who could not ‘encourage’ the targeted employees to move on”?  Why?  

· Would employee participation in decision-making procedures, performance appraisal systems and a consideration of the properties of justice (Section 8.8.8 identifies properties such as equality, individual need, rights, effort, societal contribution and merit) have improved procedural justice?  Why?

· Is distributive and compensatory justice served by the severance pay policy of two weeks pay for every year served (in addition to the mandatory severance pay), but limited to those who left within one month of the announcement?  Why?

· Is distributive and procedural justice served by the policy to cut the pay of marginal employees or even fire them?  Why?  What procedures should be in place with regard to salaries and dismissal?

· Is retributive justice served by the HR Director’s statement to the five HR managers that “a dim view would be taken of HR managers who could not ‘encourage’ the targeted employees to move on”?


Rights:


Ask students to review Table 8.4 (Employee rights and related HR activities) to identify specific rights issues that are raised in the case and the HR activities that might safeguard such rights. For example, the right to due process suggests HR activities for the communication of policies, employee participation and representation, transparency in decision making processes and grievance procedures. The right to organise and strike suggests the need for HR to negotiate with unions and union members.


In addition students could be asked to consider:

· What rights do employees have with regard to termination, salaries, performance management, employment for life? 

· Will the policies of the HR Director reduce the opportunities of everyone for free, informed choice?

3. Discuss how ethical theories can help inform good practice of HRM activities.


As noted above, the four major ethical theories of utilitarianism, Kant’s universalism or duty, justice and rights are first order principles and from those principles we can rationally determine second order rules, including those that ought to inform and govern HR policies, practices and activities. For example, ‘be honest’ is a second order rule derived from utilitarianism (particularly rule utilitarianism), Kant’s universalism, justice and rights. Honesty requires transparent policies, full information, timely information, practices in keeping with the spirit of a policy rather a legalistic or minimal approach. Conversely, deception is not supported by any of the ethical theories, perhaps with the exception of act utilitarian in some limited situations.  


Instructors should encourage students to think of other values supported by ethical theory and how HRM activities can operationalise them. Students might consider the corporate values of their own organisation or organisations they are familiar with. Alternatively, students could review corporate values and HRM activities from corporate websites, such as BHP Billiton, and consider how those values and therefore, activities, are informed by principles of beneficience or the common good, consistency and universalism, justice or liberty and rights.  

It should also be pointed out that the four ethical theories are principles, not formulae. Ethical decision making requires managers to make ethical judgements about right and wrong behaviour. Those judgements must have integrity. Ethical theory argues that to act with integrity managers must consider issues of the common good, respect for autonomous beings, universally consistent duties, justice and rights. HR managers must understand each of these frameworks if they are to participate intelligently in discussions of ethics issues and to develop fair and just policies to address them.

4. Given your analysis and discussion, how would you proceed if you were Joe?

Not every ethical dilemma has a right solution and reasonable people will often disagree. In a business context, however, it is essential that managers agree on a process for dealing with dilemmas. In business it is the responsibility of the managers to establish this process. When the dilemma is related to a core HR activity or function, it is the responsibility of HR managers to establish ethical processes for the management of an enterprise’s human resources, both in the short-term and long-term. This requires processes that are informed by the principles of beneficience (common good), consistency (Kant’s universalism), justice and respect for individual rights of autonomous beings.

As noted above, the issues facing Joe need to be addressed at two levels, the immediate or short-term and on-going or long-term. Students are likely to suggest a range of actions that Joe could take. The quality of these suggestions is likely to be related to the depth of their experience as a HR practitioner. It will be useful to guide students’ discussion by having them list again the issues identified earlier and then to suggest specific actions Joe could take to address each issue. This discussion could take place in small groups and if time is a constraint, each group could be assigned one issue with all groups reporting back to the whole class.

Perhaps Joe’s first actions should be focussed on the need to establish good and fair HR policies and practices at Orbolay, particularly with regard to dismissal and performance management. The no firing pledge may be a relic of the past that is no longer relevant to the present, much less the future. While it was intended to bring benefits to the employees and the organisation, it seems to have resulted in harming both and a ‘head in the sand’ approach to needed HR activities. It appears to be the cause of deception, ‘forced and targeted redundancies’ (Orbolay is fulfilling its pledge in a ‘legalistic’ and minimal way), limited compensation for voluntary severance, arbitrary management decisions about employee merit, employee and management stress,  lost productivity, weak HR activities regarding hiring, performance management, employee development, compensation and dismissal of employees.

To this end Joe might consider consulting as a matter of urgency with his HR colleague managers. As a group, they could:

· Consult Orbolay’s corporate values

· Consult their professional code of conduct

· Obtain outside advise from professionals

· Consider the ethical issues they are currently facing and the HR activities that could adequately address them.  

· Prioritise the actions that are needed to address the issues they face and 

· Develop a time line for their implementation.

The HR group should then seek an emergency meeting with the HR Director and provide her with advice on the immediate and longer term issues and HR actions needed. This advice should include a meeting as soon as possible with employee and union representatives with a view to advising employees immediately of likely impending redundancies and therefore, a review of the ‘no firing’ pledge. While this level of transparency may have a downside, in the long run it is likely to bring about a renewed HR practice at Orbolay.  

If the HR Director is not willing to accept the advice of her HR managers, it may be necessary for them to consult further up the chain of command. Either way, it is essential that the HR managers present a business and ethics case for a change to the HR practices at Orbolay, including the no firing pledge. To ensure the change is well received by the employees of Orbolay, it will need to be communicated (marketed) honestly and quickly, both internally and externally. An immediate and honest and official communication to employees about targeted redundancies enables individuals to make rational and informed decisions about their affairs. In doing so it satisfies Kantian deontology, issues of rights and justice, including Rawls’ principles and utilitarian claims for the common good. This approach also has the hallmarks of impartiality and objectivity and helps to overcome the problem of dual loyalties and conflict of interest that Joe experienced between acting in the best interest of his friend, Pete Briely and upholding the confidentiality requirements of the HR Director.

Students may suggest a number of alternative recommendations that are equally valid. However, they should justify their recommendations with reference to ethical principles and explain how their recommendation enables HR managers to handle the situation more effectively and ethically given what their analysis in question two revealed.
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