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Abstract

This chapter introduces the notionof how old-economy brick-and-moriar
firms are adapting their HRM policies andpractices and the roles of their
HR departments in light of newly introduced Web-based business-to-
business ransaction practices. [t argues that the Internet has introduced
three new business models in old-economy companies: the Internet as a
marketplace, the Internet as a supply chain integrator, and the Internet as
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2 Paauwe, Famdale, & Wiliams
a catalyvst for business model redefinition. These innovative wavs of

organizing are providing HRwith oppor tunities fo rise to new challenges
and increase their added value to the firm.

Introduction

The so-called new economy haslakenabeating overthe past few yvears, The
dot.coms havecome —and many have goneagain. Eventhe last great hope
of the new revolutionary age, Enron, filed for bankruptcy, However, the
phenomenon known as the Intemnet is not going to goaway; il just keeps
expanding. Slowly but surely more and more individuals and companiesare
coming torely onit for doing business, Mavbe the changes wil | be more gradual
thanoriginally predicted. Bul the changesare happening. The purposeo(this
chapter is to look at some of the possible consequences of these current
developments forHR.

The Internetcan, of course, be used for different purposes. Through the use of
e-mail and similar derivatives, it is a messaging medium par excellence,
However, it is more than mere communication: it is also a medium for
entertainment and information, Moreover, the Internet can beused asamedium
for transactions, forbuying andselling. Although all applicationshave implica-
tions for the utilization of an organization’s human resources, this chapter
concentrates on thearea likely o impingeclosest onmost organizations: the
medium of transactions.

The largest growthin ransactions using the Internet has been intheareaof
transactions between businesses; the so-called business-to-business (B2B)
sector, Sincethe end ofthe 19905 when global e-<commerce was worthalittle
morethan $130 billion (The Economist, February 26, 2000), the growth rate
hias slowed, but is still continuing strongly, Fomester (www . fomester.com), a
respected research organization in the field, expects this sector toreach 87
treillion or 27% o (otal U, S, trade by 2006, 1tis hard o know how seriously 1o
take such adramatic prediction, but major growth inthis area — despitethe
downturn both in the world economy in general and in Intemet-related stocks
inparticular —seemsinevitable,

One particular area of growth in B2B transactions is aking place in old-
economy firms. These companies are involved intransactions within the new
economy in differentways, Firstly, they can investinand even take over new
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economy companies, Secondly, they can start up their own subsidiaries to
operate withinthe new economy. Thirdly, they can attempt to incorporate
the new economy into their old-economy organizarion. Itis thisthird area
that is probably mostinteresting from the pointofview of the utilization of
human resources, This is because ol d-economy companies, which start up their
own new economy companies, nommally nun themas separate entities, Clearly
financial reasons playan important partin this decision, butso do organi zational
considerations, New economy companies may require a different organiza-
tional struciure and culture than the parent company, and hence running new
economy companicsas separateentities minim izes any possible cross-con-
tamination from the new tothe old orvice versa. However, when old-economy
companies attempl to integrate business-lo-business e-commerce into their
existing organization, solving the problems that arise can provide new chal-
lengesand opportunities in HRM. Itis onthis third way of organizing that this
chapler concentrates,

Becausethis B2B growtharea is concentrated in ol d-economy companiesthat
are themajority emplovers, it islikely tohave a significant impact on HRM.
Muost HR professionals are still concentrated in these medium-sized and large,
old-economy companies, and this is wherethe HR function issubject to radical
anddramatic change because of the implications of Web-based organizing. The
new economy start-ups, those still around, hardly use the HR functionin spite
of the proclaimed imponance oftheirpeople to their success, This chapter
therefore focuses on the consequences of Web-based B2B transactions in
medium-sized and large, old-economy companies, and discussesthe implica-
tions for HRM and HR professionals.

However, before webegin ourexploration, wewill give anoverview ofthe
striking characteristics that distinguish Web-based transactions frommore
traditional ransactions, We will then continue with adiscussion ofthe di fferent
waysinwhich old-economy companiesareattempling tointegrate elements of
Web-hased organi zing into theircurrent business and the resuliant implications
for HEM. Wemustremark though that there isa lack of reliable information
about thiswholearea Most publications at the time of writing have been hased
moreon personal experience thanresearch and tend 1o focus onthe same few
companies that are often not only reorganizing to accommaodate the new
Interneteconomy, butare alsointimately involved in selling equipmentor
servicesrelated to it. This chapteris therefore based on personal experience
of working inthe field, interviewswith othersmoreexperienced than us, and a
review oftheavailableliterature sources,
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The Effect of the Internet on
Business Transactions

The Internet is having amajor impacton business transactionsbecause ofthe
differentopportunities it offers, Anumberol significant differencesdistinguish
transactionsusing el ectronic markets from what has gone before. Theseinclude
the opportunities for global sourcing and selling, mass-customization, and
networking (Timmers, 1999), By lowering the costs of transactions and
information, lechnology hasred veed market (Fictions and provided asignificant
impetustothe processofbroadening world markets( Greenspan, 2000), This
meansthat considerationsabout whereto locate become secondary, whereas
price competition increases, Internet technologies alsoallow specification
design and pricing online, which again increases price competition. This
facilitates meetingcustomerneeds, often through anetwork of mu ki ple business
partnersableto deliver value more quick v and cheaply direct o the customer.
Expertshave argued that transactions using e-commerce come farclosertothe
economists’ ideal of perfect competitionthantransactions using traditional
media, as barriersto entry are lowered, transaction costs are reduced, and
buyers have improved access o information { see Shapiro & Varian, 1999;
Wyckoff, 1997),

There are three main responses tothe developments in business-to-business
transactions via the Intemet being observed (Wright & Dwver, 2000 ):

+  E-commerce: buying and selling viathe Internet;
+  Supply chainintegration: collaboration throughout the total value chain
and

*  Fullyintegrated e-business: internal and external integration sharing
real-time information { resulting in * bricks-and-clicks™ or * clicks-and-
mortar’ hybrid organizations).

Wrightand Dyver also identify a fourth derivative, enterprise resource planning
(ERP). however this focuseson developing an intranet for internal integration
withina firm, andless on relationshi psbetween businesses, Here we shall focus
onthethree B2B owtcomes identified,

Firstly, the Intemetis seen asan extensionofnormal market channels forbuying
and selling, Inthis approach, companies primarily use the Internet in order 1o
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improve the quality and speed of customerservice, and asa medium to buy and
sell more productsor services cheaper, Thus forevery business, the Internet
—at thevery least— offers opportunities for reducing operating cost levels
andenhancing service levels( Venkatraman, 2000,

‘The second way inwhich ol d-economy companies attempt to integ rate the new
economy is by using the Internet to expand and improve their current collabo-
rativerelationshi ps amon g their key suppliers: the Intemet canencourage close
integration betweenthe partnersthroug htotal val ve chain integration (Timmers,
1999), establishing vinual marketplaces within the supply chain primarily 1o
reducetransaction costs,

Finally, the third approach, which ismuch more fundamental, reguires thatold-
economy organizationstotally rethink theirbusiness models be fore deciding on
theire-commerce and supply chain strategies. This approach reguires manage-
ment to re-examine why customers buy from them, look at all stages inthe
processes involved, and consider how the Internet could impacteach stage of
the processes, Then, if necessary, new business models canbedevelopedto
fully integrate the new economy principles. This impliesorganizational revolu-
tion,

Alongsidethis rise in e-business, thereisalack of reliable dataon the people
issues arising from amove fromatraditional brick-and-mortar business model
toan e-business model. The changeshowever implya need to leamn touse these
new technologiesand toembrace a climate ofconstant change, Somespeci fic
oulcomes might beaneed toadopt more aggressive recruitment campai gnsto
attract the necessary technical stafl when competing against the dynamic
dot.coms. There may alsobea resultant culture clash whenthe new “techies’
jointhe company on high salaries, compared with existing non-technical staff,
which might lead to resentment and perceived unfair treatment,

In areview of the potential implications, Wright and Dyer (2000) have
suggested siv broad HRM principles in responseto the issues e-husiness is
raising:

. Thecompany should promote individual autonomy and personal account-
ability atall levelsofthe organization through the processofwork design,
to makethe company more flexible tochange,

2. Shared organizational visionandvalues should be reinforced through
HRM policiesand practices, particularly recruitmentand training, o
maintainasense of community intimes of change.
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o

Thecompany needs to ensureemployees understand the businessstrat-

egy and contextso that they can see wherethey fitinto the whole, This can

beachieved through communication, participation, training, and perfor-
mance-linked reward in particular.

4.  Thereisaneedtodevelop alearning organization, sharing the responsi-
bility jointly between employeesand the company to keepcompelency
levels atthe leading edge.

5. Itisalsoimportant to developa sense of belonging, trust, support, and
commitment throughout the organization. Thisentails arrang ing appropri-
ate induction, providing access o information, investing inemployee
development, being a responsible employver with regard to work-life
halance, and being honestregarding jobsecurity,

6. Andultimately, rewards must be provided which are perceived to be

commensurate with the effortapplied,

These implications could be argued to apply across multiple ty pesoforganiza-
tion; however, weexplore theseimplications in detail in the context ofthee-
business model throughout this chapter, Each of the three responses o the
Intermet economy is now explored in turn, shedding further light on the major
changestaking place in both HRM practices and withinthe HR department,

Companies Buying and
Selling on the Internet

The lirst major developments in this area started in the mid-1990s and saw
magjor LIS, firms suchas Wal-Mart and General Electricmoving to buyving and
selling online to cut costs and speed supplies. The aims of cutting paperwork
andtimemay have been simple, but the results were impressive (see Box 1)
The initial rapid spread ofbusiness exchan gpeswas (ollowed by a realization by
many large customers that i fthey combined their individual buyving power with
thatof their large competitors into a separate buying and sel ling exchange, then
thismight have amajoreflect ontheir procurement cost s, Forexample, General
Motors, Ford, Daimler Chrysler, and Renault-MNissan mer ged their individual
exchangesin 2000to create Covisint, avirtual marketplace for the automotive
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industry, Later they were also joined by PSA Peugeot Citroen. In 2001,
Covisint handled procurement transactionsworth more than $45 hillion ( Fi-
nancial Times, November 13, 2001), and in 2003, the Covisint user base
expanded by 178% (www covising com), Covisint providesthe global motor
industry witha commonconnection to its suppliers and customers based on
common business processes, reducing costs, increasing efficiency, enhancing
quality, and improving time-to-market.

Large companies can use the Internet for buying and selling to putthemselves
al thecenter ol new e-bus iness eco-systemsthat transform their way ofdoing
business and their way of organizing. The interconnectivity demanded exter-
nally influences howthecompany isorganized. For example, order-taking
systems have to be made very customer-friendly and closely linked with
planning and production sy stem sinorder to ensure just-in-timedelivery and
zerostock s Hence wemight expect the marketing function to increase in status
and power at the expense of the sales function, as customer relationships
become more important and more and more direct sales are taken over by the
Internet.

Procurement will alsohave tobe online toensure adequate supplies. Closer
linkswithin the whole administrative system will also be requiredtoensure that,
as far as possible, the whole paper chain from orderto invoice to payment
should proceed automatically, Finallv, logistics and distribution mustalsobe
linked to the system, as delivery windows agreed with customers have tobe
mel, These functions arethusalsolikely 1o gain instatus and imporance, But
what of theimpact on the HR function?

Box | GFE saves time and costs by using the Internet

CiE has budlt up & trading process network, which &8 & Web-tased ok o suppliers 30 dat dhey can
bid for GE componen’ contracta. This global aupplier network links 1500 corporate bovers and
aromnd 16000 suppliers. Accordmg to mformation dsued by GE din 2000, the svatem cut
pocmement cycle in half, procesaing costa by one-third and the cost of goods porchased by
hatween five and 5% (The Economss, March 4, 2000}, Every GE company now has targets for e-
auctioning af around &0-70% af total spending, and thds e-procurement mode] & applied nat anly
0 indirect spending. but to many sendces a3 well (Fanamowal Times, December 5, 20010 Indeed
GE's CEQ, Jeff Imelt, has heen reporied as gaing even furher in suggesting that his managers
should either digitalize or cutsowrce all pants of their business that do not touch the costomer
direcdy (Useem & Wation, 2001).

Copyright © 2008, 1dea Gooup Ine Copying or dawibating in prist or eleatronic forms wishaw writien
pesnmmion of e Growp e is probibmed
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Implications for HRM

Theimplications forthe HR functiono flarg e com paniesdoing business through
e-hubs have notbeen as immediate as those observed for the marketing and
distribution functions discussed earlier, but they are becoming clearer. Many
Westarmn-economy companies need to lower their costsas global competition
increases from developing countries with lower operating costs, Inorderto
avoid being classified as justanother commodity supplier, they also haveto
endeavor to add unigue value by being able to offer exceptional levels of
customer service and customized products and services,
Companiesaiming to reduce costs, while at the sametime increasing flexibility
and speed of response to customer wishes, are forced to adopt innovative
practices. Thesenew practices fall under three broad headings:

+  theintroduction of flexible working practicestomeet flexible production
requirernents;

= anagile productionapproach, focusing on minimizng buffers and concen-
trating onajust-in-time supply approach; and

«  glohalization ofthe marketplace and workforce,

Anoverview oleachapproach is presented next,

Flexible Working Practices

Introducing flexibility to the working practicesof acompany can have multiple
meanings in different contexts (Brewsteretal,, 20001), Cost savings can be
achieved by matching working hoursas closely aspossible to fluctuationsin
supply and demand. This canalso improve productivity by enabling peopleto
work the hours that suit them, often leading Lo lower levels of absence among
employvees, Long-term uncerainty for the company canbe reduced by focusing
on non-permanent employvm ent contracts and extemal resourcing arrange-
ments, Companies are also offering new patternsofworking totap into areas
of the labor market previously i gnored where essential skillsand manpower are
avallable. Further flexibility can be achieved by renegotiating the range of tasks
existing employees are expected to undertake. Finally, in order to reduce
uncerainty forthe company, lexible forms ol financial reward link ing indi vidual
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and company performance enable salary costs to represent financial perfor-
mance more closely,

The extent towhich eachofthese practices is adopted relates largely tothe
organizational context: thecompany’s strategic choices, the normswithinthe
sector, andthe national level regulations and standards in force, Forexample,
decisions regarding theintroduction of such schemes asprofit sharing orshare
optionsaremost commonly closely related to the tax laws withina country.
There may also be regulations throug hemploy ment law or standards across a
sector regarding the type ofcontracts acompany is ablelo issue,

A final waming regarding the introduction o fmore flexible working practices
involvesthe notion ofa company creating a core and periphery work force
{Atkinson & Meager, 1986), The core consists of those emplovees on
traditional permanent contracts, while all those onnon-standard contracts
make up the periphery. Extra attention needs to be paid on how the company
manages this form of organi zation: howitcommunicateswith employveeswho
arenot present throughout the week, how it motivates periphery emplovees so
that they donot feel like second-class em ployees, and how peopleworking
non-standard hours are actually supervised. All these challengesraisenew
issues forthe HR departmentto m aster,

Agile Production Technigues

Costand quality issues have dominated production manufacturing environ-
mentsthroughoutthe lastdecade, resulting intheideaoflean manufacturing
emanating from practices in place in the Japanese motor industry in particular
(MeCurry & Mclvor, 2002). Characteristics of lean manufacturing include
integ rated production flow, lowinventory,qual ity enhancement, flexible work-
ing practives, aproblem-solving focus,and flatorgani zationstructures, These
have led to linked HEM practices in the form of high performance work
systems (HPWSs). These highperformance or high involvementH RM sy stems
focus on four core practices: employveedevelopment, flexible job designin
terms of em ployee participation and teamwork, incentive-based payment
systems, and investment in recruitmentand selection ( Boselie & Dietz, 2003 ),
Team-based or gan izat ional change prog rams( such as 6 Sigma, Quality Circles,
and TOM) have also been associated with this approach to HREM. These
programs emphasize process management, customer focus, organizational
learning, and sel f-managedteams (Wood, 1999), However, the literatureisnot
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unequivocal to the benefits of lean production, and criticism ofthe original
Japanese approach has beenvoiced (Cusumano, 1994,

More recently, attention has switched to developing anagile production
system. Lean production sy stems were seenaslimiting innovation (MeCurry &
Melvor, 2002), whichisundesirable inthe fast-moving B2B transaction world,
More attentionis paid under the agile model of production 1o readiness for
changeand forming virtual partnerships. Agility is described as focusing on
customer rather than market needs, mass customization rather than mass or
lean production( Sham, Irani, & Desai, 1999), This means thatagility entails
more than just the production sy stem —itisa holisticapproach incorporating
technical ,information, and human resource considerations, In essence, anagile
production system implies avery fastand efficientadaptive leamingorgani za-
tion, encouraging multi-skilling, empowerment, and reconfigurable teams,
Under such asystem, HRM practices focus particularly on employ ee develop-
ment, the encouragementof learning, and knowledge management. These
issuesare discussed furtherinthe following section, explotingin more depth the
virtual partnershipsbeing formed within the e-business community .

Clobalization

Finally, as afurtheroutcome of the g lobali zation of the marketplace, we might
alsoexpect tosee a globalizationofthe potential work force for companies
involved ine-commerce, Theapparent boundaries between countries appear
10 be lowering, and as opportunities for buying and selling products and
services acrossthese boundaries increase, new opportunities for international
expansionorthe hiring-inofnon-home country nationals whohave abetter
understanding of international mark ets might beex pected tooccur, Thismeans
the introduction of intemational HRM practices, anew areaofexpertise for HR
professionals usedtooperating in asinglecountry, The national culture and
institutions — including laws, standards, andcommon practice forthe di fferent
countries — need 10 be considerad alongside any international business
strategy to ensure effective HRM (Harris, Brewster, & Sparrow, 2003 ),

Implications for the HR Department

Tomeetthe need for cost savings and improved speed ofservice, thereisan
obvious need for better, faster, and smarter HR solutions, Alongside a
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requirement forabroadening of the expertise portfolio o fHR professionalsto
coverflexibleworking practices, high performance work systems,and global-
ization issues, there is also a demand for increased flexibility of systems,
providingmoreservicesonline, streamlining administration, and sup porting the
process-driven work syslems environment,

HE has for along time been lock ed into transactional acti vities( administration)
and traditional activities(suchas recruitment, selection, and training ) which
takeupthemajorityoftime(Wright & Dyver, 2000, Many HE departments are
sobogged down insuchactivities that they have notime for higher value-added
services such as knowledge management, culture management, and strategic
redirection and renew al. However, information technolog v ischang ing things.
Transactional task sare now largely carriedoutusing 1T systemseither in-house
oroutsowreed, Traditional and transformational activities arealso gradually
maoving this way with the increasing introduction of e-enabled delivery of HR
{e-HRM), saving more cost and time with online recruitment and training
systemsin particular, Thise-HRMirend appears to be setiocontinue inthe
context of the Internet/intranct businessmodel (Rugl, Bondarouk, & Looise,
20037, Thispoint of view is, neadless to say, shared by those who supply such
e-HRM systems and who predict that Emplovee Relations Management
(ERM ) packages market will be a best seller(Siebel, 2001).

The resultant impact of e-HRM on the roles of HR. professionals has been
explored by Van den Bos and Methorst (2004) in relation to the roles of
Ulrich™s (1997 ) well-known model that divides out people and process-
oriented activities, and operational and strategic activities. Theuse ofIT to
supportoperational processescanincrease theamount of information available
topeople by providing onlineaceess to HRM policy and practice handbooks,
Strategic processes can be streamlined through online notification ofevents
such as holiday orsickness, and online selection ofoptions such as training
course registrationand caleteria-sty le benefit sy slems. Intermet- orintranet-
based operational activities focusing on people can facilitatecollaboration
between individuals through discussion groups, video-conferencing, and com-
munities of practice, as well as giving peoplethe opportunity to carry out their
waork at remote locations throug htele-working facilities. Final lv, at the strategic
level, e-HRM can beappliedto help peoplebe constantly ready for change.,
encouraging onlinetraining and learning activities, as well as 360° feedback
systems and intemal vacancy application systems.

Hansen and Deimler (2001) describe such an e-HRM svstem as a fully
integrated B2 E(business-to-employ ee Jenterprise portal, This formofrealizing
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12 Paauwe, Famdale, & Wiliams

major cost reductions has already been undertaken by a number of large
organizations suchas Cisco Systems, Coca-ColaCo., and Delta Air, These
B2E systems combine traditional e-HREM with online business processes
{emplovee interaction, information searches, work schedulingyand community
services(balancing work and home life by allowing people todeal with certain
personal tasks at work, Tor example, discount deals and services through
different companies).

Implementing e-HRM does howeverrequire difficult decisions to be made
regarding the extent o which the new systemsshould be outsourced to gain the
relevant expertise and cost-savings, and the required balance between techno-
logical and personal service delivery ( Van den Bos & Methorst, 2004). In
order to realize potential savings, the company also needs to ensure its
managers and emplovees understand the benefits ofthe new systemand are
actually prepared touse it: this isan importanttask for HR to adopt to ensure
accessfulimplementation,

Virtual Supply Chain Communities

Another way in which old-economy companies are reacting to the new
challenges and opportunities posed by the growthol business-lo-business
transactions using the Intemet is either to set up or join supply chain com mu-
nities. Such communities are mostcommonly averticalchainofallthekey
suppliersinvolved in servicing one majorcustomer,

Thesupplychainis amajor cost o compan ies, accounting for 60-80% ol many
companies” total costs (Bovet & Martha, 2000}, It is therefore logical for
companies to focus onextracting greater value from these operations, The
ultim ate aim ofany manufacturer is o build-to-order and notlocarry stock,
since the financial savingsare potential by massive. This goal hasprobably only
been attained by afew companies such as Dell Computers and Cisco Systems
(see Box 23 Hartman & Sifonis, 20000, However, it has been reported that
althoughit takesonaverage between 60 and 100 days to make acarand deliver
it to the customer, manufacturers such as General Motors and Toyota are
planning systems to bring this down to five days(The Economist, January 8,
20000, Cutting cvele imeto thisextent will result in tak ing around 50% oul of
overall inventory forcarmanu facturers, Withat least S20billion inparts on
hand atany onetime to support assembly systems, the savings on carrving costs
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Wab-Based Organidng in Traditional Brick-and-Mortar Companias 13

Bax 2. Cisco Systems ' total value chain integration

Cisco Systems i a clssic example of & mamfactarer using & sl valoe supply chain network
Cisco develops and mamofactures high performance networking products that link geographically
dispersed local and wide ares networks. The company has created an elaborate web af parmers an
the Iniemet incloding manufscturers, assemblers, distributors, original equipment manfas taer|
atralegic pariners, and aales chamel. Products are conceived, designed, develaped, manufactured,
sold serviced, and enhanced from muldple beations all on the Web. Claco ramfers it strategicl
knowdedge {owtomer requirements and company strategy) and moduct knowledge assets o i
strateglc parners In retum Claco recedves system desdgm input and plaming knowledge fram these|
parmers. With Cisco's actve encowagement, panticipants lubricate #he syvsiem by frecl
exchanging kmowlsdge and opimions. This community enables dramatically lawer product cyele
tmes, reduced coatr, and fast moovation Cisso's value network & drenched in miangihle value|
cxchanges that create its stmiegic advaniage in the market (Tapooit, 19990

alonecould addup to several hundred million dollarsper vear (The Economist,
August 26, 2000),

Ifanorganization istobe successful in becoming amemberofavirtual supply
chaincommunity, itwill haveto maintain the high performance work systems
wementioned inthe last section, while continuing todevelop inother areas as
well, There needs to bea balance between therationality and order resulting
from the HPW S technigues, and a willingness to constantly consider change
andimplement innovation quickly as in theagile production model discussed
earlier. This balance is difficult forany organizationtoachieve, vetit isnot
impossible. For example, the definitive study of why Tovota was able to
achievesuchadominant position inthe world automotive marketconcluded
thatthis balance was the major reason for its success(Fujimoto, 1999),
Itisobvious that such fundamental changerequires innovation notjust ina firm’s
ownsystems, butalso inits whole supply chain, Web-based linksneedto be
formed between both internal departmentsand suppliersand customers right
through the chain. It alsomeans integrating thewholevalue chain into vidual
business communities { Timmers, 1999, virtual value chains { Rayport &
Sviolka, 1995), or value nets (Bovet & Martha, 2000) depending on the
preferred terminology,

Close and trusting col laboration between partners isessential insuchachain,
Mo business involved can afford to have even one weak link in the chain
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hecause, increasingly, afirm’s competitiveness does not depend on its own
resources and capabilitiesalone, butis decided through its ability tomobilize
its whole value chain. Hence, itis value chaimsrather than businesses that are
competing againsteach ather{ Cool, 1997}, Inavirtual supply chain commu-
nity, the relationship between partners will beone of collaboration, based on
long-term relationships and joint involvement innew product development,
Such value chain collaboration is critically dependent on atfiliation. loyvalty, and
trust (Van Alstyne, 1997),

Theability to consider change and innovation in the context ol aviriual supply
chain is thus complex. It requires the development and maintenance of 2
climate of trust between network parters, both internally and externally,
Learning both atindividual and atorganizational levelswillalso have to be of
ahighorder in orderto facilitate thenecessary continuous improvement amd
innovation. Developing and sup porting both trust relationships and alearning
climate simultaneously thus appears to bethe crucial competence required by
companies.

Theacademic literature on trust among individual s hasadistinguished history
and, recently, the high incidence of mergers, alliances, joint ventures, and
outsourcing interesting work has alsobeencarried outat the organizational
level(e.g., Blois, 1999 Child & Faulkner, 1998),

Amajor reason why trustis important inthe contextofavirtual supply chain
isasa possible governing device, Traditional v the most popular governing
devicein relationsbetween customer and supplier has been the legal contract.
Unforunately, legal contracts rely on being able toprescribe what should
happen in all possible eventualities fortheir effectiveness. Thus, the more
unpredictable the situation, the less effective any legal contract will be
(Mooteboom, 2000), Virdual supply chains, in paicular, operate within
unpredictable dynamic situations, Ifapartner relies onmethods of governance
other than legal formality, this sends a clear message to the other partner;
therelore, o rust someone or something is toaccept risk, vulnerability, ad
uncertainty. It is not a state to be entered into lightly, MNevertheless, a
relationship oftrust can be economically sensible because the opposite —
mistrust —may, in fact, add tothe transaction costsinvolved ina relationship,
There areimportant distinctions inorganizational trust between technical or
competence trust, and intentional or motivational trust { Nooteboom, 1996),
Thesedistinctions are somew hat similar tothose made by McAllister{19935)
whao, al the individ ual level hassplittrust into cognition-based and allect-hased
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trust, Cognition-based trustis related to confidence in the partners’ technical
work-related abilities, whereasalfect-based trust is primarily dependentupon
apersonal emotional relationship. Partnerswill seck toheighten both kinds of
trust sothat the relative value of the partnershipis raised, thus increasing the
switching costs thatwould be incurted by moving Lo a difTerent partnet,

Cognition-based trust affects individualsat atransactional level, Ifapartner
provesincapable of doing the job, delivering as promised on time, quality, and
price, then a mistake has been made in assessing their technical capacity;
hiwever, there has beenno personal betraval, AfTect-based trust on the other
hand involves individual spersonally. They feelasense of personal loss iftthey
cannolongerwork together, Ifthisaffect-hased trustis broken, thenthe deep
emotion ofbetraval is felt, Affect-based tustthus takes along time to develop
butismoreresilient. As Braunschvig (1998 has pointed out, alliancesbetween
individual sand groups develop more intensely inanunstructuredsituation, such
as avirtual supply network, than ina clear command and control environ ment,

Implications for HRM

This new emphasis on trust relationships between organizationsneeds similar
trustrelations o be encouraged among managers within organizations. As the
organization becomes less hierarchical and structured, sothe manager's role
changes. As a consequenceolhavingtotrust peopleto perform tothe best of
their abilities, managers haveto become facilitators, creating the conditions
under which emplovees can and want to give optimum performance. This
clearly poses amajorchallenge for HR to support managersin these newroles,

Given our earlier discussion of creating a more flexible work force to meet
production and service requirements, the issue of trust is particul arly pertinent,
as this is becoming the key mechanism (rather than control) required for
managing aworklorce that ismore dispersedin both location and time (Handy,
1995).

Inattempting to develop a climate oftrust, certain bundlesof HRM practices
can be adoptedtosupport such anendeavor, Forexam ple, Whitener (1997
emphasi zzsthe issvesaround the psy chological contract between the emploves
and employer:alongside explicit contractual obligationssuch asappropriate
pay and benefitsin return forwork carried out, thereare other developmental
and emotional obligations relating Lo job security, training and development,
lovalty, commitment, and meeting promises such asovertime or support.
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The level oftrust and respect individuals have fortheirimmediate supervisor
alsoinfluences perceptionsofjusticeand fairness, for example, in per formance
management systems. [t is important to create systems that support both
procedural and interactional justice, providing sufficient feedback and appeal
opportunities, as wellas treating people fairly and consistently, These areall
skillsthat supervisorsat different levels within the company need to beableto
master, alongside the creation ofappropriate HRM policies. Thewording of
such policies alsorevealsa company 's attitude towards its emploveesand the
levels of rustit is displaying; for example, an overemphasis on control and
monitoring sy stems in policy documents can undermine any attemptto build
trust relationships by individuals ( Shockley-Zalabak, Ellis, & Winograd,
2000y,

Other waysof facilitating trust in the work environment include focusing
people’s attention on small groups of workers with whom they work on a
regular hasis, such as throughteamwork, to foster trusting relationships and
encourage membership ola community {Handy, 1995), Particularly during
timesof extensive change, aswe will discussin the foll owing section, a company
needs tomonitor trust levels among emplovees toanticipate how peopleare
likely toreact 1o the changesbeing introduced (Shock ley- Zalahak etal., 2000),

Finally, considering briefly theother key aspect of supply chainintegration,
namely innovation, a company needs to focus ondeveloping HRM practices
thatencourage organizational leamning. However, leaming both within and
betweenorgani zations has proven difficult o manage, Many organizations are
still struggling torealize any value from knowledge exploitation (Grimshaw,
Breuw, & Mvers, 2002), And as Seely Brown and Duguid (2000) point out,
experience has shown that know ledgeand best practice ishard todisseminate
evenwithin the same organization, let alone along a supply chain, unlessvery
closely puided and encouraged.

Althoughcreating leaming experiences from explicitknowledgesources is
relatively straightforward, o acquire learning from the tacitknowledge held by
individualsismore chal lenging. Toleam most effectively, individualsmust have
sufficient prior knowledge to be abletounderstand the complexities of anew
situation. Otherwise they will be slow to process and retain new facts and
concepts because they will lack anability to interpret and classify information
hased onpre-existing schemasand frameworks{ Cohen& Levinthal, 1990}, In
otherwords, one must belong toaworld inorder to know it{ Baumard, 1999,

Immersion in the appropriate practice is thusthe bestway o gain accesstothis
tacitknow ledge.
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Inaddition tocreatinga leamning organization, other HRM practices can also
be uselul to encourage a culture of innovation, For example, reward and
performance evaluation systems can be devised to encourage rather than
punish risk-taking. Suggestionschemescanalso be introduced for individuals
o put forward their ideas onhow processes might be improved, regardless of
their position in the company, These activities — in combination with an
environment that encourages knowled ge sharing, learning, and devel opment —
cansignificantly improvea company’screativetalent,

Implications for the HR Department

I practical terms forthe HR department, guiding and encouraging knowledge
exchange bothwithin and between organizations can beconsidered a three-
stage process (Seely Brown & Duguid, 2000), The first stage isto findout
where interesting experiencemight be available. HR departments have arole
to play in identifying organizations towhichtheir owncompany canrelate,
which have useful experience in facingand overcomingthe issuesin which they
areinterested, Soilthe corporate aim is o develop and maintain more trusting
relationships with suppliers and customers, HR needs (o be aware of other
relevant organizations from whose experiencethey could leam. Thesecond
stage is then gaining access tothis experience through collaborativediscus-
sions, and the third stage is deciding i fand how theex perience can be exploited
to fitthecompany”s situation. The latter can best bedone through settingup
communities of practice, thatis, bringing together similar people with similar
interests facing similar problems,

A tvpical exampleof how the HR function might o perate in this context woul d
beas fol lows, Thecompany aim is to switch a portion of itscurrent investment
in R& D tomaore venture capital ty peactivities; itaimstotake stakes inortake
overyoungstar-up companies withinnovative ideasand technol ogies relevant
to the basic business, instead of rving to grow them in house, However, the
success rateofmergers andacquisitions is knownto be low, and especially
troublesome are takeovers where the objective isobtaining technological
expertise ( The Economist, August 5,2000), Sothe company wants to learn
how to improve its success rateinthis important field.

knowing, forexample, that Cisco Systems has been practicing for sometime
ahighly successful strategy based on growing primarily through acquisitions,
many ofwhich have beensmallinnovative start-ups, and that much ofthis
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information about the Ciscoapproach is inthe public domain, this would be a
good starting point for HR (o explore, For example, Bunnel {2000, pp, 64-76)
outlines the Cisco acquisition processin some detail, showing the importance
ofthe many different systemsused, But no story, however welltold, can cover
the whole situation. In order 1o fill outthe total picture, contact needs o be
made between relevant individuals in both companies: the leamer and the
example company. Relevant individuals need to be able to talk with their
equivalents, thus forming a community of practice, And itis of course the
development of precisely such communities that hasbeen facilitated by the
growthofthe Intemet (Seely Brown & Duguid, 2000). The HR department
thus hasa power ful roleto play inthe developmentof organizational leaming.

The moveswe have outlinedabove towardsanew balance betweeninnovation,
trust, and leaming on theonehand and new formsofdiscipline and control on
the other will not be easy. They will require a refocusing of role for HR
professionals, HR roles have beenwidely discussed (see foracurrent over-
view: Pamuwe, 2004), butone ofthe most well known is Ulrich's (1997 ymodel
of four roles, namely strategic partmer, change agent, ad ministrative expert, and
emplovee champion, However, these rolesare notindependent of each other,
Forexample, both change agency and high-level strategic advice are required
in converting a company from traditional supply chain processesto those
immersed inthevirtual supply chain economy. This becomes clear ifwe think,
for example, aboul people in positions of pow er whohave achieved theirstalus
through competence and expertiserelevant todifferent aspects ofthe value
chain, Moving to a virtual chain means that the power structure will have tobe
dismantled andrearranged. Therefore, institutionalized systems and extant
political power structuresare likely to resist change, Wediscuss in furtherdetail
the implications of managing this significant change situation for the HR
department inthe following section,

Organizational Revolution

Thethird and final possible reaction of old-economy companiestothe growth
of the Intemet economy which we will discuss here isfor the company o step
back and reassesshow the Intemet might affect itsbusiness. Schwartz(1997)
indeed argues thatthe major opportunities posed by the Interneteconomy lie
firstin de-constructing the value chain inorder subsequently to reassemble it
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if necessary with new rolesand new businessactors, Companiesarethusbeing
counseled torethink the strategic fundamentals of their business,
Forexample,itisargued that information defines existing supplier relationships
(Evans & Wurster, 1997 having a relationship means that two or more
companies inasupply chain have established certain channelsof communica-
tionand information. However, the economicsolinformation are changing. The
Internetenablesthis information tobe unbundled from its physical carrier,
hence reaching a wider community very cheaply. Thishasthe potential to
undermine established value chains, Many companies thus need torethink their
information strategies fund amental by —a processthat often results inunravel-
ing vertical ly integrated value chains.

What a company needs toexam ine is how transacting its business using the
Intemet might helpadd new forms ofvalue to the company . Rethinking thus
startswith the customer. Itinvolves going right back tothe fundamental value
proposition and understandin g what motivates end-customers to buy from the
company and not fromthe competition, Once thisisestablished, all aspects of
the organization must be analyzed, such as the goods or servicesoffered, the
key business processes, the financial and human resources required, the
organizational structures, and the maj or systems and procedures, These arethe
building blocks that can be redesigned, added to, and reconfi gured to transform
thevalue proposition using the new opportunities of fered by the Internet.
The need forthis radical rethinking of strategv and unraveling ofvertically
integrated valve chains isparticularly high in distributive networks{ Tapscolt,
Ticoll, & Lowy, 2000). Distributive networks use mediating technologiesto
facilitate exchangesacross timeand space (Stabell & Fjeldstad, 1998). Hence
they are the key or ganizations supporting business transactionsviathe Internet;
they allocateand deliver goods — be it information, objects, money, or other
resources — from providers to users (see Box 3).

In Europe, distributive networks such as power companies, postal and
telecommunicationsservices, and railways used o be povernment-regulated
monopolies, They reflecied a physical capital asset-based mindset—aview
that to deliver value toa customer. the company should ownits entire value
chain. Inthe case of electricity supply, this would incorporate generating
facilities, transmission lines, local distribution networks, and access to end-
customers. Rethinking the strategy by concentrating on the opportunities and
threats posed by transactions using the Internet raises opportunities for
redefining the generation, transmission, andmarketing businesses, This process
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Bax 3. The transformation of a distributive network! Federal FExpress

Fedaral Esgreas ataned life m 197] a8 a warsporidion company wing tecks and roads to deliver
goods As eady aa 1979 {8 was wamg a emraliad mmpaer svslem o manage people, packages,
vehides, and weaher scenanios i mal time Following & mame change o FedBx in 1994, i has sincs
maved farder dhasd mic e Insermet age. In late 1998, FedEx decaded dhat s phyascal dissdbutam
ayatem of sradka and arplanes was less valuable than i Imemnetwodkesd mfammation resources: is
digindl capital was gaming value aver i physical capital FedBx decided so focua on valee-added
comtel services like online package wacking and logistics owaowrcing and leave the acsaal driving jote
w0 o iso e, hencs, the company began selling i franapon network, marshalling a web of wude and
ar wanapartens 1o handle the phyaical delivery. In the process, it created & $14 hillion wanspontaiion
powarhions s (www fede com)

is currently underway ina number of countries, with one resultant international
initiative being the setting up ol an electronic marketplace for the utilities
industry, Eutilia, similar in nature to that of Covisint in the avtomotive industry
discussed earlier,

It is clear that bus iness model redefinition can be a radical revolution, Thus,
despitethe enthusiasm with which some consultants propagate it itisahigh-
risk strategy, as Enron found outtoits cost. However, forsome businesses,
doing nothing may meana higher long-term risk. The key tosuccess for high-
risk strategy such asvalue proposition redefinition lies inthe way thewhole
process of redefinition and subsequent repositioning ofthe business is man-
aged. Thisis likely to bea highly threatening organizational change process,
leaving many managers and employees facing an unpredictable future in
comparison to the relative security to which they were accustomed.

Such redefinition can be ahighly threatening exercise for employees, and
particularly seniormanagement. These people may need strong encourag ement
before they are willing to undenake such an exercise, Forexample, in1 999, GE
recruited an estimated 100 external top e<commerce experts to be used as
‘black belts” orteam leaders of a program entitled, “Destrov Y our Own
Business” (Flovd, 2002), These teams weresel up in every GE business unit
with the objective of redefininghow the Internet could be used to annihi late the
unit's mainstream business. The task proved very difficult, Many units wererun
by seniormanagers who, for vears, had successtully run businesses under pre-
Intemnet conditions. Such individuals often had little understanding of e-
commerce, andhad difficul ty envisioning any positive impact ofthe Internet on
their thriving businesses.
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Implications for HRM

Emplovee-emplover relationships are constantly changing ascompanies are
forced to cut costs and hence often headcount in achieving revolutionary
change. Organizational commitment and loyalty is being undermined, vetwe
have already seen the importance of developing trust-based relationships
withintheworkplace ifa company is tosurviveinthenew economy. This is
proving amajor challenge for HR departments, resulting in aneed for change
management activities to be very carefully planned, implemented, and
monitored to ensure assmooth as possible transition from atraditional
brick-and-mortar culture to a new e-business environment,

Balogun and Hope Hailey (2004) in their book exploring strategic change
emphasize the importance ofhaving an understanding of the organization
climateand culture, and the current attitude of emplovees and management in
orderto assess the best way 1o tack ke revolutionary change, Employee surveys
are an appropriatemeans of looking at issues suchas the clarity of corporate
strategy and sharing of commaonvalues, communication and feedback pro-
cesses, levels ol rustand perceived organi zational justice, employvee commit-
ment, and organizational readiness and flexibility forchange. Appropriate
HRM practices can then beimplemented toencourage desired behavior and
performancein the new e-business environment, based ontheenablers and
constraintstochange identified inthe current culture.

In thisrevolutionary situation, maximizing humanresourceswill, howewver, not
onlydepend on the effectiveness oforganizational change programs. ltwill also
dependon individuals being able o capitalize wpon the maj or oppor uni es that
such arevolutionary situation can bring for management andindividual devel-
opment, and hence the company "s HR assets.

Managers learn most, not from any classroom-hased course, but rather from
theirown practical experience, particularly innew sitluations, Leamingexperi-
encescan include such activities as cross-boundary movement, being invobved
in task forces or special projects, managing a downsizing operation, or
swilching from a series ofstalTjobsto being a line manager. As long as the
situation is important andisnew  then learning wil | be optimal (MeCall, 198 8).
The process and outcomes of the business model redefinition process de-
seribed above will be atotally novel situation for mostof the managers involved,
Itis clear that this processcan have major potential forindividual development.
Therefore, the choiceofwho istotake part insuchan exerciseis extremely
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Bax 4 Fowr roles of HR in the knowledee economy (Lengnick-Hall &
Lengnick-Hall, 2002)

Human Capisal Sreward

HE can act & a facilitstor m painership wath employes with the am of adhieving the highat retum
pomble on ghe company's human capral mvesmenis Human capiial goes beyond asicrelaied
Imowledge, sialk, and abilises to include gmeml hfe eaperiences, socal skills, values, beliefs, and
afifudes As such, mdnaduals need o be guded and facihiased rather than coniralled and dommased
The HI deparmnent meeds 1o lose the policing or pasermahisic role 1o mdmvichual
comtrbution Given human capital's value o e ongamization, and that # = bath wngque and peristabe,

agprogriate siategies for hemg, trammg, retasing, and removng need to be adopted, includng the
encouragement of i nmovation and flexibility

Knowladge Facilar
The HR depanimant has a role to play & facilmting both knovdedge capial (held = explicn and
implicit sources) mnd knowledge flows. Ths can be achieved by pomoting an undersanding and value
of mowledge managament, aeating knowledge shaning and umige egectations O mratkegies
inchide schemas for commuos leammg nd brokermg knowledge exchmnge. An averhaul of exmtimg
agprasal and compersainon pradices may be required fo sppont the deswed knowladge managament
i e, the HE dep meedh 1o age the w0 change M behavior
in hight af what it | e

Relanonsup Puskder

The fooms here lkes on mamagmg reltiorshps betwesn individual and growps both intemal and
extemal fo dhe organation %o enfance sodal mpral acroms the tolal walue dhan However,
relafionships am comphkx, reqummg malbple dmersions o be omsidered, moluding: rappont @nes,
respect, empashy), bonding {aollaborason), bradé Gcope, range of transactons), and affinfy (imerest,
agraasn ) Appropriaie HRM stakegies for bulding sudh relhtombps mclde crom-fiumctional
tamnwork, mira- and =l cral scation, mier-umi resownce enchange, and imes-firm

laarming

Rapid Deplmymery Speciabe

As firm compaitiveness @ increasingly dependant on spesd, the HR deparment nosds w take
resporsibiliy for the development of flexible buman capital resources with an emphasia on
adaptalulaty, tolerance, and capacsy to kam This means aeating human capital configurations Sat can
ragidly be assembled, deployed, and dmassembled to meet the neeads of flud work asignmens Ths
emaik the encoungament of approprige employes asmodes, seam belavior, and values st suppon
flexdtility, adaptability, and ereanaty. Emplovess must be encouraged to sdSonganiee, and be capable
al working 1 ssuabors of crmms, swems, and wnceramty. A cultwre of widespread shanng aof
arganeatonal miosmation and seam-working @ essential (o acleve Sese ams
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important, not just from a business point of view, but also from a human

resource development perspective, So what are the implications for HR
professionals ofthis revolutionary change process?

Implications for the HR Department

A major implication for the HR function in a business model redefinition
situation is probably the seaof change of the department’s own function,
Traditional v, the HR. function has focused on delivering almost perfect quality
HE systems and servicesto the organization (Wright & Dwver, 20003, Todoso
has required that they spend considerable amounts of time gathering and
analy zing information, garnering political support, and soliciting input from
multiple sources ateach stage in thedevelopment process.

To reach such perfection takes along ime and a great deal oflabor, Itis hardly
surprising therefore that Wright and colleagues( 1999 found that the design
and implementation of HR systems takes on average between 18 and 20
maonths, Giventhe rapid pace of the almaost permanent change involvedinany
organization revolution situation, firmscan no lon ger affordtowait this long, nor
1o pay the costol sech an elaborate development and implementalion process,
HR has to deliver solutions as closeto real timeaspossible, otherwise the firm
risks losing its advantage to competitors that aremoreagile. Theoutcomeisa
focus onsimpler but satisfactory rather than comprehensiveand optimal HR
solutions( Wright & Dwver, 2000 —a significant change inculture,
Perhapsitisin thisrevolutionary situation that we can thus best start to see how
Weborganizing is impacting on the function of HR asa whole, Lengnick-Hall
and Lengnick-Hall (2002} introduce four new roles for HR based on what they
describe as the knowledge economy inwhich many organizations are now
work ing: (a) human capital steward, (b) knowledge facilitator, (¢ Jrelationship
builder, and (d)yrapid deployment specialist (see Box4),

Parallels can easily be drawn between the new economy that Lengnick-Hall
and Lengnick-Hall (2002) describe and the Web-organized structures of
brick-and-mortarcompanies that thischapter hasexplored. Lengnick-Hall and
Lengnick-Hall’s roles are all elements of the HR role and HRM practices
discussed so far inthis chapter as partofcompany responses 1o the Intemel
economy. These responses and implications are now summarized in the
following section, drawing outthe broaderimplications of Weborganizing in
brick-and-morar companies.
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Conclusions

In this brief overview, we have suggested that there are three main waysin
whichold-economy companiesare attempting to integrate the new economy as
extensions of their current businesses, These business modelsare summari zed
in tum below, considering the implications for HRM practices and the HR
department. It is emphasized here that thisis anew and interesting field in the
HRM literature that has not vet been full vexploredempirically, Weencourage
others to take up the challenge in this dvnamic world to explore furtherthe
tentative conclusionswe are reaching here.

The first e-business model treats the Intemet as an extensionof the normal
marketplace, Companies useit primarily to sell more products or services and
to buy cheaper. This will involve many organizations operating primarily
throughbusiness-to-business exchanges, The transparency and global reach of
these exchanges will put major pressure on suppliers” costs and speedand
flexibil ity of response,

We have suggested that the major accepted way for Westemn companies Lo
achieve necessary cost savingsand performance increasesistoadoptanagile
managementapproach combined withaflexible, high performance organiza-
tiontogain themaximum advantage from the globalization of the economy, This
implies aclear human capitalstewardrole for the HR function tobehighly
cost-efficient inthe way inwhich itoperates, In addition to broadening their
portfolio of expertise tocover the implementation of Tlexible working practices,
high performance work svstems, and intemational HREM practices, HR profes-
sionals need to rethink how they delivertheir servicetotheirclients, E-HRM
hasbeendiscussed here asa ool for streamlining and improving the scope and
depth ol service delivery, hence del ivering the required cost savings and quality
improvements demanded of the department.

Thesecond way inwhich old-economy companies are attempting to integrate
the new economy is by using the Internetto expand and improve collaborative
relationships among their key suppliers. We envisage many business-to-
business suppliersbecoming membersof fully integrated virtual supply chains,
with a need to develop trusting relationships between all partners in the
network, combinedwith the necessity of constant im provement in performance
and innowvation,

Insuch asituation, what isneeded isa combinationofthe rational ity and order
of high performance work systems along with awillingness to constantly
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considerchangeand, where necessary, toimplement innovation quickly, This
balance between strong routines on the one hand, and the freedom to
experiment andinnov ateonthe other, isdifficult forany organi zationtoachieve,
Itrequiresthe developmentand maintenance of aclimate of rust bothinternally
inthe tirm and external ly between network partners. Inaddition, leaming both
atindividual and at organizational levels will havetobeofahighorder inorder
to facilitate the necessary continuous improvement and innov ation.

So again the role of the HR department is clear. Mot only must they ensure
development and maintenanceofahigh performing, flexible organization, but
they mustalso assistinthedevelopment oftrusting relationships and learning
and innovation, This involves a re-evaluation of the emplover-employee
relationship that the company advocates, monitoring employee attitudes and
encourag ing and rewarding partici pation, knowledge sharing, and risk takingto
the benefit of the company. The focus is on the relationship builder and
knowledge facilitaror roles of HR professionals in developing aclimateof
trust, innovation, and learning,

Finally, as we have sug gested, thereis also athird way that may be atemporary
state, butis much more fundamental. Thisapproach requires old-cconomy
organizations torethink totally their business models before deciding on their
e-commercestrategy. They must re-examine why customers buy from them,
look at all stagesinthe processes involved, andconsider howthe Internet could
impact each stage in the processes, and then, if necessary, develop new
business models for the required reorgani zation,

Here, the rapid deployment specialist role for HR is clear, alongside the
knowledge facifitator role. HR professionals must assist in managing the
multiple change processes involved and alsohel p those invo lved in the process
1o gatherwhateverleamingisavailableasefTectivel vaspossible, And satisfving
ratherthanstriving forperfection indaily operationswill be the ordero fthe day.
Asouroverview has pointed out, the uncertainties, problems, and complexities
for many organizations of moving business-to-husiness transactions onto the
Internet will mean that the pace formany will be slowevenifitis sieady, Tostart
with, both Internet-based and non-Internet-based systems are likely to be kept
running in parallel. For example, business-to-husiness selling inmany compa-
nieswill exist side-by -side withamaore traditional approach. Selling through the
Intermet may have major cost advantages, but it doesnot give muchopportunity
for developing personal contacts, nor for the flexibility sometimes neededto
clinchthesale. For example, itis hard to enguire about a customer”s family
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during an ordering process on the Internet. Moreover, the Intemet is often
inflexible inquoting adelivery date, whereas agood salesman knows how to
twist the system so that the customer gets the goods within his desired
timeframe, And sothe HR function will also have to moveinthedirectionswe
have suggested, whileat the same time continuing to fulfill itsmoretraditional
roles,

Final Remarks

Web-based organizing is acomplex issue, Fewcompaniescan easily be slotied
intothethree models we havejustdescribed. Sub-units of many com panies
may well be spread acrossdi fferent model s, and some may be moving from one
model to another, The speed of change will also vary across business sectors,
In addition, there are many and varied problems alongside HRM issues
involved inthe transfer of business-to- business transactionsontothe Internet
that we have not discussed here. The move does however appear (o be
inevitable, Thereis, therefore, aneed o actquickly inorderto be ready.
HEM is arguably becoming more important inthis changing economy:the
relative uniquevalue of fixed assetssuch as property and factories is declining,
whiletheunique value ascribed tointangible assets is increasing, Intang ible
assets involve people: people’s ideas, people’s contacts, people’s ability to
manage inthe midstofchaos, people svision and experience, people’s intuition
orunderstanding ofmarkets, and so on, However, peopleare freeagents; they
can, and do, change em ployers frequently. Therefore, HEM should concen-
trate onthesystems thatunderpin people” ssuccessful behavior, that is to say
thesystems that stimulate and support the new desired behaviorswe have been
discussing. These sy stemsare w hat HR managers need to identify as appropri-
ate fortheir own company, so that they can then guide management inadapting
andimproving these svstems to reali ze organi zational potential. These internal
improvements, necessary for successiul ransference of business 1o the Internet,
may at lastenable the HR function tojustify its existence in financial terms.
Afittingendtothis chapter is perhaps provided by Braunschvig®s (1998, p.
178) conclusion thatboth American and especiallv Europeanold-economy
firms must leveragetheir human andtechnological resources simullaneously to
achieve higher productivity growth:
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“This could well be the opportunity of last resort for mature economies
challenged by companies fromyounger, hungrier cultures andcouniries.”
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