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Abstract. In international comparative studies of personnel management/HRM, one of the
central issues is to identify similarities and differences in approaches to this specific
function in organisations. The driving forciesa market economy lead HRM practices in
different countries down more or less a similar path. In this case it is assumed that the best
methods and practices that have proven themselves indeed exist, and these have therefore
been found in use whereever a market economy works. The same trend is noticeable when
talking about the influence of institutional forces in European Union that result in HRM
practices becoming increasingly similar in different countries. At the same time,
developments in HRM in different countrieganfluenced by deeply rooted value systems

and cultural traditions that act as forces creating and maintaining divergence. The
comparison of Slovenia and Estonia offers specific insights into how and why the HRM
function has changed in organisations in two new European Union member countries.

Keywords. organisation, personnel management, human resource management, personnel
function, personnel manager, personnel department, personnel policy

1. Introduction

Discussions of the origins of persohngnagement (PM) and human resource
management (HRM) go back to the endle# nineteenth century (Torrington and
Hall 1987, Springer and Springer 1990,j&dl990). Torrington and Hall speak
about British social reformers, such as Robert Owen and Lord Shaftesbury, as
predecessors of PM. Rojot mentions Saint Simon and Fourier having the same role
in France. The development of PM is described in terms of newly appearing
concepts and theories, such as Taylor's scientific management (1911), Fayol's
scientific administration (1949), Mayo&ocial relations school (1933), Maslow's
humanist psychology (1954), McGregor’s iHan side of the Enterprise (1960),
Herzberg's dual motivation theory (1966), Likert's human resource accounting
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system (1967) and Becker’'s (1964) anth8tz’'s (1978) theory of human capital.
Along with the appearance of new thesriand concepts, PM was expanding in
terms of new sub-functions and tasks that were singled out from general manage-
ment practices and/or developed as mpgrrofessional practices. These practices
started out as unemployment benefit schemes, sick pay and subsidised housing;
they went on to role specification, jalesign, and personnel selection including
testing, training and placement procedures; and finally complemented by the
practice of negotiating with trade unioasd other workers’ representatives, and
manpower planning (Torrington and H&4887). Personnel managers represented a
new occupation, which was practiced bpecialists of various backgrounds,
including organisational theory, psycholo¢giwv, economics, sociology, industrial
relations and others.

The development of PM accelerated after the Second World War, when the
professional associations were established for personnel managers, for example, in
France in 1947, when consultants started to offer specialised PM services, when
research in the PM field began and when finally the first degrees in PM were
awarded, in France in 1968 (Rojot 1990). Bssionalism in the field of PM began
to be associated with growing criticism of the function as being too focused on
narrow PM issues without taking intocauint the wider organisational context,
without support for line and general nayement and without any focus on
strategic organisational issues (Legge 1978). Personnel Management was then
upgraded to Human Resource Management — its history goes back to the 1950s in
the USA and received wider recognition from the 1980s onwards (Beardwell and
Holden 2001). This turned attention notytdwards related and wider PM issues,
but also towards non-professional plajesuch as line and top management,
workers’ representatives and others. HRM has often been seen as an alternative to
trade union representation of atmmmunication with workers.

On examining various analyses of the development of PM and HRM, it seems
that it can be observed from at least three different perspectives:

— the business function
— the occupational/professional perspective
— the division of responsibilities and authority

The business function focuses on questions such as:

— How much awareness of the importance of human resources has been
observed in the business process and among owners and managers

— How much attention has been paid tedfic HRM issues in relation to other
business issues, such as capital

— Have there been specific HRM tasks, activities and functions singled out in the
business process as distinctive in comparison to the other business tasks and
activities, such as job analysis and design, setting of performance standards
and performance appraisal, systematining, testing of potential employees,
recruitment and performance interviewing, remuneration, career planning and
development, employee-managemetrdtiens, competence identification and
development, etc
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— How strong an emphasis has beengruhuman resources and on HRM in the
business process, e.g., has HRM been part of strategic management; have
human resources issues been dealt edfhally alongside other issues in the
organisations’ business strategies
The above questions are as important in identifying the emergence of the HRM

function as contemporary debates aboetdtatus of HRM within organisations.

Nowadays, the most frequent questionvtsether the HRM function is, could or

should be strategic in organisations.eTAnswer always depends on the other

business and managerial functions. However, it is important because it turns our
attention away from the person performing HRM tasks and activities to the
presence of these tasks and activities therasetvthe business process. From this
perspective, the HRM function could be iptated into, and is very important for

the business process irrespective of it being singled out as a separate organisa-

tional department. Contemporary dissions of the HRM devolution process

(Brewster and Larsen 1992, MacNe&lD02, Mesner-Andol3ek and Stebe, 2005)

clearly demonstrate the relevance of this thesis.

The occupational/professional perspective has frequently been adopted, as
indicated by the literature at the beginning of this paper. It discusses when, in the
process of the division of labour, specifitdasimilar tasks started to be performed
by a special profession often placedthin specialist personnel departments.
Several indicators have been used to describe this process:

— the appearance of new personnel specialists, such as those for recruiting,
training, remuneration, careeiaphing, industrial relations

— the appearance and growth of spekisll and HRM units/departments within
organisations

— the appearance of specialised trairdngrses for different fields of PM

— the appearance of schools and faculties offering systematic education and
training programs at the post-secondary level enabling graduates of bachelor
and master degrees to enter personnel and HRM profession(s)

— the appearance of PM and HRM focused research

— the appearance of special articles, books and journals focused on PM and
HRM issues

— the appearance of professional assimria of PM and HRM at national and
international levels including theirodes of ethics, conferences and other
activities

— the appearance of consultants and market organisations rendering services in
the fields of PM and HR! to other organisations
This perspective points to the existence of PM (or HRM) as a special pro-

fession, as well as to special scientifisaplines in the division of labour. There-

fore, it goes beyond the organisations where PM and HRM are usually practiced.

It offers criteria that indicate therehgth and development of PM and HRM

professions in certain societies and economies.

The perspective of the division of responsibilities and authority builds on
the previous two perspectives and shadditional light on the development of
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PM and HRM. It takes into account vawis players in these fields and not

just professionals and managers. Tquwestion is not only how tasks and res-
ponsibilities, but also authority and influsnare distributed among such groups as
PM, HRM and other professions, line atogp management, employees and their
representative bodies (trade unions, work councils), owners and in some cases also
politicians — in short, the question ofetldistribution of authority and influence
between various stakeholdgBeer et al. 1984).

These three perspectives could all be used when observing the development of
PM and HRM. Nonetheless, it is quite dlig that they vary with respect to
economic, cultural and historic factors ptace in different countries. It is also
likely that one can shape a kind of pelisation of PM and HRM development on
the basis of the first two perspectives, while the third may vary over time. We will
be checking for these perspectives and factors in the case of PM and HRM
developments in Slovenia and Estonia.

To examine the recent developmentRi¥ and HRM, certain periodisation
seems appropriate. It should include timeds, of which each denotes distinctive
features of PM and HRM. There is raot abundance of periodisation in PM and
HRM literature. However, we can start with the classification presented by
Vanhala (1995), who refers to a distilmectimade by Finnish authors between the
following five stages: the initiation, pioneering, self-criticism, strategic HRM and
decentralisation phases. This periodisation does not go so far in time as that
presented by Torrington and Hall (1987 which the following can be found: the
social reformer, acolyte of benevolence, humane bureaucrat, consensus negotiator,
organisation man and manpower analyst. However, it focuses in greater detail on
the developments of the last five decsid@ which most of the development of
PM and HRM in countries like Slewia and Estonia can be observed.

On the following pages we will try to identify certain periods of PM and HRM
development in two of the new EU memisates, Slovenia and Estonia. Each
period will be described in terms ofettcharacteristics of social and economic
environments and in terms of the three perspectives described above. Due to
different courses of development, the légngf the periods in the two countries
may vary. First, some common features differences between the two countries
will be briefly presented.

2. Slovenia and Estonia

Estonia and Slovenia are two small yowugintries situated in quite different
parts of Europe (Alas and Svetlik 2004). Before discussing HRM policy and
practice in these countries, some command contrasting historical, economic and
social characteristics are worth highlighting.

Historically, both countries belonged larger multi-ethnic states — Slovenia to
the former Yugoslavia for more than 7€ays and Estonia to the Soviet Union for 50
years. Both experienced a communigime (Slovenia for 45 years and Estonia
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50 years), which influenced the culturetoflay's active population and the structure

of organisations. Both countries becamgeipendent at the beginning of the 1990s —
Slovenia for the first time in modern history and Estonia for the second time
(previously it was independent in 1918-1940). Both countries have established
democratic political regimes and market economies. The identity of both countries
has been primarily cultural. Both countries became members of the EU in 2004.

In the last decade, the two countries have enjoyed stable and favourable
economic growth leading towards a seeveconomy where Estonia leads with
respect to the share of its active population in the service sector.

There are also some significant difaces between Estonia and Slovenia
worth outlining. Estonia has a larger geographical area and a smaller population,
which accentuates the issue of low regional mobility. In Estonia, the population is
concentrated in the main cisiewhile in Slovenia it is rather evenly dispersed. In
Estonia, the dominant religion is Lutheran and during the Soviet occupation the
population became more heterogeneous with respect to ethnic composition. Con-
versely, the Slovenian population is goeninantly Catholic and remains broadly
homogeneous with regard to ethnicity.

The experiences with the communist regene large state affiliations also differ
between Slovenia and Estonia. Slovesigoyed quite a high degree of autonomy
within the rather decentralised Yugoslaatet where quasi-markets and strong links
with Western economies existed. This malde first steps to independence easier
since the main social, economic and padditiinstitutions were already in place.
Among the communist regimes, Yugoslavias known as rather liberal, which
means that there was less interferencpersonnel policies from outside organisa-
tions. The situation in Estonia was differas it enjoyed less autonomy within the
Soviet state — the economy was more tyriglanned and less oriented towards the
West. There was also less autonomy for personnel policies within organisations.

The transition towards the market ecoryoim Estonia was rather quick and
radical compared to the softer and sloweproach in Slovenia. In Estonia, the
reforms were based on a weaker economy with less medium and large enterprises
than in Slovenia, and Estonia also started with a lower standard of living. As a
consequence, Estonia has attractedidenable direct foreign investment.

3. Periodisation of the development of PM/HRM in Estonia and Slovenia
3.1. Before World War li

Estonia had a democratic government and market economy before its
incorporation into the Soviet Union 940, enjoying living standards comparable
to the Scandinavian nations (Zamascikov 1987). The values held by people during
independence were individual self-reliance and social responsibility (Barnowe et
al. 1992). The Soviet occupation in 194Mmught a significant decline in the
standards of living (Misiunas and Taagepera 1983). This was accompanied by the
imposition of sovietization, which most heavily affected the entrepreneurial
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elements of the Baltic population. In theal8tist era of the Soviet Union, people
had few economic incentives to work (Paalberg 1989).

Before WW Il Sovenia belonged to the Kingdom of Yugoslavia, which was
economically rather undeveloped. The ®loian economy was characterised by a
strong agricultural sector engaging aboub thirds of the labour force. The private
industrial sector consisted of small eptéses, where the division of internal
functions was rather undeveloped — the personnel function being primarily in the
hands of line managers and decisionacerning employment and remuneration
being made by the management (Zupan 1999). The few personnel officers that there
were dealt mostly with administrative task his situation was not a Yugoslavian
particularity and could be seen in mantiier European countries at that time.

3.2. Administrative-ideolgical period (1945-1960)

After World War Il and up to the end of the 1950s, the personnel function or the
so-called staffing function was administratipy nature. Between the second half of
the 1940s and the end of the 1999 pnia witnessed periods where the country's
economy was subjected to pan-soviet interests, a centralised command economy and
an influx of Russian labour. The Comnist Party managed the economy as a
whole. Because demand for labour was greater than supply, a general obligation to
work was imposed. During that period, Soviet institutions were also established on
Estonian territory. Regarding organisational management, this meant the imple-
mentation of a unitary administrativethoritarian standard. Because of these
circumstances, the administrative phase weatlyrinfluenced by political-ideological
factors. Therefore this period is knowntlas administrative-ideological period.

Human resources or staffing policythtt time was characterised by account-
ing and reporting for different purposes: tgtment procedures, the application of
strict working hours, compulsory military service, etc. Personnel departments
served the state and administered tobaltiol over the people. Compared to other
specialists and employees, people employed in personnel departments had the
lowest qualificationgSkorobogatov 1981).

In the first post war years of state socialism, personnel functi@evenia also
had a very specific role. Personnel policy consisted of employment, payroll and the
assurance of social standard among the employees. This was determined by the state
and implemented through legislation. Within enterprises the personnel function had
to recruit employees for key positions, evl the successful candidate had to be
professionally as well as politically suitable. Gaspardii981) writes that the
mission of the personnel function at tlimbe was to "clean" the enterprises of
people who collaborated with the occupiers or were considered politically
incompatible so that they could not wanksocialist enterprises and could not train
and develop workers for socialist prodoati The director of personnel was to be
politically reliable, though without any specigining in the field. He/she dealt with
the personnel function in a rather administrative manner — keeping employee
records, including information aboutljical affiliations, and setting salaries.
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Another characteristic of the first fi@d after WW Il was rapid industrialisa-
tion, characterised by the foundation of sav@ew industrial enterprises, a flow
of labour from the agricultural to the indtial sector and the development of new
public services in the fields of education, health care, child care and others. The
task of personnel managers was to bring enough new employees from the agri-
cultural sector to the new industrial establishments.

A special characteristic of the personneidtion in Slovenia after WW Il was its
development within the framework of a system of self-management. This was
initiated in the fifties after Tito’s dispetwith Stalin, when Yugoslavia left the
Soviet block. The system of self-management reached its peak in the mid-seventies
with the formal delegation gdfower to the workers. However, throughout the whole
period, the Communist Party as the legdolitical power more or less interfered
with the management of organisationslilding personnel issues. Recruitment of
top managers, remuneration and employee relations came under particular scrutiny.

With the implementation of the system of self-management and social owner-
ship, it was assumed that the manageréeinterprises would be shared between
the state, represented by managers and workers’ collectives, who were represented
by work assemblies and work councils. The important decisions, including personnel
decisions, were to be made by the work councils. Gradually, personnel departments
started to introduce some professionalhuods, such as task design, work assess-
ment, personnel planning and staffing,nplilag and organizingraining, promoting
safety at work and organizing sociaketance for employees. However, the personnel
function was rather rudimentary in conipan to the other business functions and
occupied a subordinate position. There waetrained personnel professionals and
the Communist Party representatives retained the key personnel decisions.

3.3. Initiation 1960-1970/80

In Estonia, the initiation phase covers approximately two decades, beginning
in the 1960s and ending in the early 1980s. This was the period of “arousing
interest in personnel issues” (Vanhala 1995). The main feature of this phase was
that the personnel or staffing functicetained its administrative character.

The end of the 1950s and the following decade could be characterised as a mild
“period of thaw” and the need for moderate economic reforms. The economy under-
went some decentralisation, as a resultvhfch Estonia, among other countries,
received more scope for developing its local economy. The improvement of the
country’s economy brought about iresed efficiency and motivationaystems
were implemented. This was also accompanied by the demand for a qualified
workforce, which was increasingly providbg the system of higher education.

Striving for increased productivity resulted in the emergence of industry-
related training centres. The primary rofehese centres was to train workers and
upgrade their qualifications. Within a shéime, complementary training became
extremely popular among specialists &noim the beginning of the 1970s also
among managers of different levels.
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As the fear of repercussions decreased, workers increasingly pushed for
improved working conditions and solotis to social problems. A five-day
working week was introduced.

At the third conference on the theoceali problems facing socialist economic
organisations, held in Tallinn in 1972, onetloé three main sets of problems was
personnel management (TPI 1986). In 1978, tdpic was further discussed at the
next conference. The starting point was how to achieve better quality of labour
resources and to increase productivity.

Personnel and staffing questions wenmilsirly discussed at the pan-soviet
level, especially by institutions using faga management expertise, e.g. Institute
of the USA and Canada at the Sovietid#nAcademy of Sciences. What brought
about the need to discuss these issuas associated with the difficulties in
finding qualified personnel and the intemtito increase efficiency and guarantee
social development. It has been pointed tbat the work of staffing departments
within the economic organisations of th@70s was characterised by the following
(TSizov and TSurmantejeva 1975):

— their work was mainly routinend connected to accounting activities

— staffing within organisations wakealt with in an uncoordinated manner

— enterprises lacked the ability to develop and implement staffing policies

— enterprises did not undertake employemping and appraisal or qualification
development for managerial staff.

These were also the characteristics of enterprises in Estonia.

In order to improve the organisationalisities of an enterprise, units for the
“scientific organisation of work” were deloped in order to make the working
environment, working processes and pay systems perfect. Some enterprises even
undertook the appraisal of specialists an@nagers, as well as career planning.
Such tasks, however, required the stafthi@ personnel department to possess not
only administrative competency, but alpoofessional skills. Therefore, Tartu
University started to prepare industrigdychologists through distance learning.
Graduates in psychology were the first professionals to work in personnel depart-
ments in various Estonian enterprisesl industry level development centres.

The positions — “deputy general direcofor dealing with staff and social
development” — were created in a number of large production companies. Unlike
personnel managers in Western enterprises, the tasks of personnel managers in
Estonia included helping employees with abgroblems, i.e. alleviating their lack
of housing and consumer goods, tireaopportunities for recreation, etc.

In the 1970s, contacts were made witmriish specialists in the fields of
management and personnel management. The information acquired was quickly
used and implemented to develop personnel policies at industry and company level.

In the 1960s, industrialisation @ovenia continued. The Yugoslav economy
faced its first major crisis, which was tackled by the economic reform in the second
half of the 1960s. Its intention was to introduce market forces in the economy and to
give more autonomy to the management of enterprises — ‘market socialisn'.
Unfortunately the reform failed.
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Analyses from the 1960s showed thamd-term personnel planning in enter-
prises was poor, resulting in rather pronounced discrepancies between the
competencies being acquired and thosa there desired. This was one of the
reasons why the first courses for personnel managers were already organised in the
late 1950s, and in the 1960s these courses were offered at post-secondary level
(Kamust 1972). In spite of this, interest in resolving personnel issues was
insufficient among workers and there revenot enough personnel professionals
working in enterprises. This was onetloé reasons for the suggestion that personnel
tasks should be centralised in the personnel department {R@&8). Still, the
personnel function remained rather adstiitive and personnel policy remained in
the hands of the state, especially aftee establishment of the Secretariat for
Personnel Matters as one of the departments of the local Slovenian government.
According to Mozina (1974) and Kavran (1976), the development of personnel
functions was even blocked in the mid-1960s.

The economic reform of 1965 did not include any development of the
personnel function. Nevertheless, one doabserve an increasing number of
personnel departments in organisations and the first courses emerged for personnel
managers, who had graduated from various disciplines, such as law, psychology
and economics. Even the government observed the importance of the control of
key positions by means of staff development and placement under its Secretariat.
One could say that the personnel funciiornhis period became visible although
not yet professionalized (Svetlik et al. 1980he main players in this field were
the managers (who received some training and were still more or less under
political influence) and self-management bodies, such as boards for personnel and
social issues within enterprisesnca the Communist Party representatives.
Although one could find some articles and monographs earlier in this period, the
first credible papers began to appear later. Thesiors dealt with status and the
role of personnel departments, the personnel function, personnel policy, induction
and admission of workers, leadershigificiency, work objectives and the
psychology of work. An ideologitdias could also be observed.

3.4. Pioneering 1970/80 — 1980/90

As a consequence of failed economic reform and political unrest at the begin-
ning of the 1970s, Yugoslavia was seekirayv directions for the organisation of
economic and political life. I8lovenia, a new constitution (1974) and Associated
Labour Law (1976) took the developmeot the self-managed system even
further. The right to work was one oftlconstitutionally guaranteed rights. There-
fore, a full employment policy was one of the main characteristics of the period,
accompanied by the principles of equality and solidarity. Labour costs were
largely disregarded. Reducing numberseofiployees was not allowed even if
there were economic difficulties or technological changes. There was a low
unemployment rate and low labour productivity. The economy was regulated by
social rather than market principlegugoslavia continued with the model of
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labour intensive, technologically undemamgiand industry focused development.
Therefore, in Slovenia a labour shortageeloped, which was compensated by an
increasing influx of immigrants from the South.

In this period, questions concerningases, social standards and workers’
rights were increasingly dealt with lifie enterprises’ work councils and their
commissions. On the macro level, personnel policy was formally defined via
social agreements, which were adopted by ‘self-managed communities of
interests’ organised at local, regional aratestevels in the form of associations of
stakeholders interested in well-functingi employment systems. Social agree-
ments regulated areas such as employmeages and salaries, scholarships and
education. The social agreements set common guidelines aiming to assure co-
ordinated personnel and employment policies.

Since the new Constitution in 1974 delegated personnel decisions to the
organisations themselves, the questiothefproper organisation of the personnel
function was raised. A model of personmghctions based on the principles of
specialisation, centralisation and concentration of personnel tasks was evidently
not commonly accepted. Therefore, Moz{h875) proposed a different concept of
personnel management: a) connectedness between the personnel function and
other business functions in enterprises and their environments (an open and
adaptable system); b) the personnel fiomc contributing to the organisation’s
aims; c) the flexible organisation ofstes; and, d) the focus of the personnel
function moving from the specialists the line managers in the sense that
specialists assume the role of advisorsulerss and analysts. It could be said that
this concept led the way to HRM at that time.

Studies of personnel practices duringttperiod were scarce. Kavran (1976)
and Breké (1983) indicated that the persohmenction was still administrative,
education and expertise among personnel officers remained relatively low and
their role in decision-making about personnel matters was in principle
unimportant. The personnel function wasstnoften placed alongside the legal
function in a single department, and was led by lawyers because the formal
personnel regulations were numerous and complex.

In search of a better system of personnel management, some academics
initiated personnel management undergraduate programs at Ljubljana University
Faculty of Social sciences and thelépendent High Schodaf Organisational
Sciences. Part-time courses at the Faafitocial Sciences started in 1972 and
full-time courses followed in 1984. In 1978, the first research focusing on the
personnel function within enterprises was carried out by Svetlik and others (Svet-
lik et al. 1980), although other researcljpcts from the fields of organisational
studies, psychology, eduaati and training had addressed personnel issues before.
In 1972, the Slovenian Personnel Management Association was established.
Although it was politically influenced, it ¢aered together increasing numbers of
graduates in personnel management, as well as other professionals and managers
from the field.



The personnel function in Slovenia and Estonia 45

In short, one could say that in this period, an awareness of the personnel
function as one of the key business functithreg could significantly contribute to
the success of organisations, became more fully developed. The number of
published monographs increased substantialthis period and these dealt with a
growing variety of personnel issues, such as the personnel function itself,
personnel development, personnel policies, the position of individuals and
different groups in enterprises, changeorganisations, the systematization of
work, work effectiveness and objectives, performance appraisal, work satisfaction
and motivation, physical strain and work safety, admission and separation of
workers and personnel planningrofessionalism in this field was growing in
terms of the undergraduate programs for personnel managers and their pro-
fessional organisations, although graduditesn many other fields, such as law,
psychology, economics, sociology, orgaational development and others also
often took the role of personnel managers. The influence of personnel pro-
fessionals also grew in comparison with that of line managers, self-management
bodies and especially the Communist $anthich in the 1980s was relinquishing
power in general.

The period of searching and initiation Hstonia was followed by the
pioneering phase from the beginningtoé 1980s. The background factors leading
to this phase consisted of political developments worldwide and within the Soviet
Union, which led initially to careful andltimately to bold radical changes in
social and economic life. In the second half of the 1980s, enterprises were
gradually given more autonomy in the Soviet Union. It became legally possible to
develop small state enterprises, and even international joint ventures, which
existed outside the central planning (¥eaar and Vitsur 1995). This provided the
first opportunity to create economiccentive. In 1987, Estonia was at the
forefront of reforms in the Sovidbnion. In spring 1988, more than 600 pro-
duction and service cooperatives were formed in Estonia. This represented the
highest concentration of suchterprises in the USSR (Palm 1989).

Estonian companies now had more opportunities than ever before to
communicate with companies on an intgional level and ideas of political
independence as well as re-establishing the republic began to set in. By the end of
the 1980s, the power of old institutions began to subside; new institutions,
however, had not yet been established.

This was a period when the personnel function began to enjoy a stronger
position. At the beginning of this period, the personnel function was still limited to
performing administrative tasks. Howevére real essence of the personnel func-
tion, especially the complementary trainioigexisting competencies, was develop-
ing. Along with an increase in the volume of public courses, complementary in-
company training began to gain in popularity and courses in teambuilding and
organisational development took precemkenin addition to private companies
emerging and an influx of foreign capital, joint ventures also began to appear. This
necessitated employee search and seleets well as new methods of evaluation,
and the first public advertising for manaigéand specialist positions took place.



46 Ivan Svetlik, T6nu KaarelsoRuth Alas, Andrej Kohont

3.5. Personnel management 1980/90-2000

In the 1980s, economic difficulties and political conflict $fovenia were
deepening due to the inefficiency of thgstem of self-management and a lack of
economic reforms. Yugoslavia was unable to pay back its foreign debts.
Enterprises were cutting down their costs and many personnel activities were
abolished or restricted (especially n@mployments, in-company training and
support for part time study). The personnel field remained highly regulated by
legal norms that defined employmentdeployment, payment and training of
employees. Neither the legal system nor personnel managers were prepared to face
the redundancies that occurred.

Economic and political crisis reached tiighest point by the end of the 1980s.
New political parties emerging out ofvdiand social movements and organisa-
tions influenced the democratisationtbé political space. Moes calling for the
federal Yugoslav state to be made into a confederation and provide the republics
more say in political and economic decisions grew louder. Judging that agreement
on such democratic reforms was impossible, Slovenia declared its independence
on June 25 1991.

Along with independence, Slovenia lastlot of former Yugoslav as well as
other East European markets because aBigtcountries sunk into a deep crisis.
Enterprises had to find new, and on thieole more demanding markets, which
was only possible on the basis of rapid grofound restructuring. Cost effective
production had to be achieved, the quadtyproducts and services increased, old
equipment was sold, redundant workers waie off, new technology introduced,
etc. Enterprises started to outsourcepgteral units and split into well-profiled
core business units. The role of personnel departments in this process was very
demanding. First, there were redundancies, including in the personnel depart-
ments. Later on more attention was given to employee skills and competences.
Personnel departments had to adapt tondve employment ansocial legislation
and to the changing labour market. They increasingly dealt with selection and
staffing, development and training. Thewvas a special focus on the development
of managers.

These changes were reflected in the numerous monographs from that period. The
authors focused on various aspects of personnel management: personnel policy,
learning and employment, personnelnplmg and movement, personnel develop-
ment, motivation, job satisfaction, quality of work, alternative forms of work,
employment crisis, unemployment, dex@hents in the labour market, apprentice-
ship, organisational development, proulity, efficiency, personnel information
systems, socio-psychology, the humandatdf work, leadership, conflict manage-
ment, selection, career, evaluation argpraisal of work, personnel analysis,
organisational culture, group/team work, human resources as a source of competitive
advantage, change, business excellence,Aetcording to Zupan’s research from
that period, formal and informal personnel programs and activities (e.g. develop-
ment of personnel strategy, training arateer planning) were working well. The
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major changes seen at this time include the better-defined and standardised pro-
cesses for reducing numbers of employees, the establishment of personnel informa-
tion systems and the development of a personnel strategy (Zupan 1999). It could be
said that approaches to strategy andutiisation of professional personnel methods
were developing throdmput the personnel function.

During that period, it would have bedifficult to find a general manager who
would deny the importance of personnel. This was more difficult to demonstrate in
practice, however. During the 1990s.e tleducation of personnel managers
continued. The Personnel Management undergraduate program at the Faculty of
Social Sciences at Ljubljana University was complemented by an MA degree at
the end of this period. Subjects on personnel management were taught at several
faculties of all universities and post secondary private schools. New studies in this
field were conducted and linked to interoaikl research networks, such as Cranet
(Cranet-E). There have been an increasing number of independent personnel
management agencies offering a &ari of services. During the 1990s, the
Association for Personnel Management intensified its activities, and the entire
field of personnel management reachdugh level of professionalism.

On the way back to capitalism during the 1990s, the self-management system
was abolished. As a consequence, emplokiage been deprived of most of their
direct influence on personnel issues. tha other hand, the influence of trade
unions has increased (Ignjatévand Svetlik, 2005). The shift to the market
economy and political democracy pushedpbbtical parties out of organisations.
However, in the organisations where the state has kept a majority share, the
existing political establishment still coots the highest managerial positions.
When the government changes, top managers are often changed irrespective of
their performance. The main players in the personnel management field by the end
of the 1990s were top and line managard personnel management professionals.

The personnel management phase started a bit earlistania as the country
restored its independence in August 1991Edionia, one of the main aims of the
transition to a market economy was the formation of a competitive business sector
based on private property with the intemntiof replacing the heavy state regulation
with a combination of a strong markatd minimal state regulation (Taaler 1995).
There was no longer any room in enterprises for poorly used resources. The shift
away from central planning increased endogenous activity substantially, as the
transition forced employees to be more active and at the same time created more
favourable conditions for employself-realisation (Liuhto 1999).

The process of economic reform was radical and rapid (Laar, 2002). According
to Taaler (1995), the government reduitednfluence on economic and social life
too quickly, since the rate of economic liberalization was faster than the
emergence of market competition. This was accompanied by the shock of losing
markets to the east. At the beginning of the 1990s there was a serious decline in
the Estonian economy accompanied bg thecrease of real incomes and the
growth of income inequality (Rajasalu 1995). This increased uncertainty about the
future. Stability started to return again by 1995.



48 Ivan Svetlik, T6nu KaarelsoRuth Alas, Andrej Kohont

This period was characterised by the appearance of new institutions. Demo-
cratic elections to parliament andcé government were carried out and a
principle of checks and balances wasoduced. Economic decentralisation and
privatisation quickly led to economic restructuring and changes in the labour
market. Various and extensive directeign investment and the opening up of
foreign markets provided a basis fopic economic and témological develop-
ment.

Labour relations were characterised Wwgak trade unions with no influence
whatsoever on the arrangement of laba@lations. A large number of employees
were made redundant from privatised companies. New laws passed at the begin-
ning of the 1990s played a crucial role in personnel management. The most
important of these included the Employmeontracts Act, the Wages Act, the
Public Service Act, the Adult Education Act, etc.

This period was characterised by paofessionalisation of the personnel
function. Three entrepreneurial psychastg established the HRM Association,
PARE, and started to provide basic tiag in HRM through one-year courses.
The first course started in 1993 andyed very popular. In addition to the
complementary training in personnehanagement, business schools started
providing studies of personnel management within the framework of business
administration. The first recruitment agencies were established in order to find
managers and specialists with knowledge of the market economy. These
companies applied selection methods aped by Western firms. Organisations
and personnel managers started to develop personnel policies and strategies in
order to support their strategic objectives. Personnel functions developed to a level
that enabled the first personnel managers or directors of personnel to join
management boards.

3.6. HRM and devolution 2000-2004

Since 1993, there has been steady economic grovdlovenia. Its economy
has been in the process of permanentuestring, characterised by labour saving
measures and productivity growth, théraaluction of new technologies, penetra-
tion of the global market niches, take-overs by foreign companies and by
reorganisations in terms of outsourcinggking organisations slimmer and making
or joining larger corporate networks. Personnel management has followed the
course of this change and assisted fimnperspective. New professional methods
have been introduced, professional mamadeve been involved in the inter-
nationalisation of business activities and, in some cases, restrictions have been put
on personnel management itself. The main themes in the monographs from this
period cover HRM, motivation, the ledng organisation, competence develop-
ment, knowledge management, remutiera devolution, employment policy,
cultural diversity and HRM's contribution to efficiency.

In Estonia, the shift from personnel management to human resource manage-
ment most likely started at the turntbe millennium. The Estonian economy was
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on the increase, new institutions had been established and adapted to the
requirements of the European Union. Sonsitutions of higher education started

to provide majors in human resource management and local authors published
study texts. The field of human resournanagement witnessed a growth trend in

its strategic nature (Estonian Cranepas, 2004). The role of field managers
within human resource management was growing. Companies invested greatly in
the training of employees according t@ theeds of the business and in carefully
selecting, recruiting and motivating managers and specialists.

The Cranet data compiled in the years 2001 and 2004 and presented in tables
1-3 indicate the devolution of personnenagement (Brewster and Larsen 1992,
MacNeil, 2002, Mesner-AndolSek and Stebe, 2005) and its shift towards human
resource management. This developmentbieas characterised by the increasing
strategic role of HRM (the head of the HRM department has a place on the main
Board of Directors; he/she takes partforming the organisation’s strategy from
the outset; and organisations make distinctive HRM strategies).

Table 1. Changing strategic role of HRM in Slovenia (SLO) and Estonia (EST)
(% of organisations).

Year 2001 2004
SLO/EST | SLO/EST
Head of HRM has a place on the main Board of Directors 56.2/34.3 66.9/50.0
Head of HRM involved from the outset in corporate strategy 58.4/40.7 55.8/44.2
development.
Organisation has HRM strategy 53.8/37.9 62.7/57.4

It has also been observed that the responsibility for HRM decisions and tasks
have shifted from HR departments to line managers.

Table 2. Sharing of responsibilities for HRM issues between line management and HRM
professionals (% of organisations).

Year 2001 2001 2004 2004

Primarily line | Primarily HR | Primarily line | Primarily HR
managers | professionals| managers | professionals
SLO/EST SLO/EST SLO/EST SLO/EST

Pay and benefits 68.3/85.0 31.7/15.0 72.917.6 27.2/22.4
Recruitment and selection 4771/8 52.9/28.2 59/60.0 48.1/40.0
Training and development 4567.1 54.9/32.9 48/43.1 50.6/56.9
Industrial relations 53.1/68. 46.9/31.4 43.531.4 56.7/48.6

Workforce expansion/reduction 3489.3 45.7/10.7 69/82.3 37.1/17.7
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In addition, the number of employees in HR departments is shrinking while
organisations partially outsource their HRM services and increasingly utilise HRM
market services (Mayrhofer and Larsen, 2006).

Table 3. Use of selected external HR services (% of organisations) and staffing
of HR department.

Year 2001 2004
SLO/EST SLO/EST
Pay and benefits 7.8/2.8 47.5/40.4
Training and developent 62.3/55.0 92.8/95.3
Outplacement/reduction 4.7/6.4 51.6/35.0
Number of HR experts per 100 employees 1,1/1,3 0,9/0,8

In Slovenia the devolution thesis Hasen confirmed with only two exceptions.
There have been slightly fewer organisations in 2004 where the heads of HR
departments have been involved in the development of strategy, and the res-
ponsibility for industrial relations has been shifted back to the HR professionals. The
last exception could be explained by thereasing power of trade unions that are
rather centralised organisations and pa&ssstbns at the branch or national level.

In the case of Estonia there is a major exception in the sense that the res-
ponsibility for HRM issues have increaskd HR experts and decreased for line
managers. This trend could be expldainky the rather late but rapid pro-
fessionalisation of the HRM function. HRMgjessionals seem to be continuing
successfully with the expansion of thehare of the division of labour, and the
line managers are not showing any oppaosition.

4. Conclusions

The development of personnel and humesource functions in Estonia and
Slovenia since WW Il has followed a kind of exponential logic. In the first period,
up to 1970 in Slovenia and 1990 in Estmrthe personnel function was gradually
singled out as a distinctive business fiimt in most of organisations. In the
second period, up to 2000, which lasted 38rgeén Slovenia and only 10 years in
Estonia, the personnel function acquired dpgecific professional status, which
included special training programs fegrsonnel managers, their own professional
organisations, focused research and pahbas, etc. Since 2000 there has been a
clear shift towards a human resources management model associated with the
devolution process, which is more pronogatdn Slovenia than in Estonia.

The earlier development of the personnel function and the rise of its pro-
fessional status in Slovenia could be htited to its more liberal political regime
and closer links between Slovenian companies and universities and their Western
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counterparts. One feature also specifiSlovenia was the so-called self-manage-
ment system, which gave formal andsiobme cases real power to the employees.
Therefore, responsibilities and authority the field of PM and HRM at the
beginning were divided between Party representatives and line managers, and later
on self-management bodies and professioalds took part. While the role of
professionals was increasingly stresse@neat the expense of line management,

the role of Party representatives and self-management bodies gradually diminished
in the 1980s. In Estonia, responsibilities and authority were only divided between
Party representatives and line management, with professionals joining them since
the middle of the1980s.

The differences between the two countries have decreased during transition and
especially during the process of devolution since 2000. However, personnel
managers continue to increase theiruefice in Estonian companies while in
Slovenia they increasingly share it withe mangers. Although self-management
has vanished from Slovenian organisations, it is perhaps just for this reason that
the power of trade unions has increasedré&tore, there are three players on the
HRM scene in Slovenia, while in Estordae can find only twoprofessionals and
line managers.
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