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Abstract

In the context of a closer relationship between voluntary organizations and state funding

bodies, the purpose of this thesis is to provide an understanding of how this relationship
can reshape work organization and employee commitment in the voluntary sector. In
doing so, the research is divided into two phases, each with distinct theoretical
frameworks. Overall, the thesis finds an intensifying influence from state bodies on the
sector 1n relation to HR policies, practice and work organization. Voluntary organizations
are not passive in this relationship and there remain circumstances where they can resist
unwanted changes to the employment relationship. At the same time, where voluntary
organizations alter, for the worse, terms and conditions of employment in response to

state pressure this is seen as having considerable detrimental consequences on employee

commitment. This is despite the existence of strong value-based orientations to work

within the sector.

11



List of Acronyms

APL - Approved Providers List

CCPS — Community Care Providers Scotland

CCT - Compulsory Competitive Tendering

CIPD — Chartered Institute of Personnel and Development
LES - Labour Force Survey

NCVO - National Council for Voluntary Organizations
NPM - New Public Management

OCB - Organizational Citizenship Behaviour

RNLI - Royal National Lifeboat Institute

RSPCA — Royal Society for the Protection from Cruelty to Animals
SSC - Social Care Council

SSSC - Scottish Social Services Council

SCVO - Scottish Council for Voluntary Organizations

SVQ - Scottish Vocational Qualifications
THB - Transitional Housing Benefit

TUC - Trades Union Congress
VNPOS - Voluntary and non-profit Organizations

VSSOs - Voluntary Social Services Organizations

11



Chapter 1: Introduction

The growth of voluntary sector activity in social services provision

The voluntary sector workforce in the UK now provides social services to some of the
most vulnerable people in our society, covering the areas of provision for the elderly,
social housing, young people, those with learning difficulties, the physically disabled
and those with mental illnesses. This growth in activity is a direct consequence of
almost twenty years of ‘contracting out’ of social services provision by central and
local government agencies to the sector, encouraged firstly by Conservative and then
‘Labour governments (Kendall, 2004). As a consequence, there has been significant
employment growth in voluntary organizations, where the workforce now stands at

570,000, or 2% of the UK workforce (Wilding, Collins, Jochum, and Wainright,
2004).

Studies have suggested that the closer relationship between the state and the voluntary
sector, has led to some far from positive outcomes for the latter. Firstly, there are
concerns related to the continued independence of the sector from state influence as

most of the major voluntary organizations are funded largely by money from

government bodies (Whelan, 1999). This greater dependence on government funding

has also led to reports of constant financial uncertainty in the sector due to the

vagaries of funding priorities by public bodies (Russell, Scott and Wilding, 1996).

As we proceed through to the current Labour era, these pressures are ongoing. New
Labour has continued much of the ‘contracting out’ culture introduced by the
Conservatives (Kendall, 2004), though, arguably, of a less harsher nature through the
introduction of Best Value in determining the award of contracts to would be
providers, which along with the ‘Compact’ supposedly promotes a ‘partnership
culture’ with the voluntary sector as opposed to the excesses of Compulsory
Competitive Tendering (CCT) (Passey, Hems and Jas, 2000). However, it is also
arguable whether the pressures on the voluntary sector are any less under New

Labour. Best Value still places competition for contracts at the centre of its

relationship between state and voluntary sector (Passey, et al, 2000). Voluntary



_one case study). Therefore, we do not have

organizations also face increased regulation of their activities as a consequence of

new care standards introduced by Labour, through the Care Commission.

Gaps in the voluntary sector literature

Despite this central position in providing social services, we have limited knowledge
of the influences on and management of employment relations in UK voluntary
organizations, especially in relation to ongoing fiscal and regulatory changes.
Exploratory studies focusing on the Conservative era of contracting revealed how
terms and conditions of employment suffered a downward trajectory (Cunningham,
2000: Cunningham, 2001a: Knapp, Hardy and Forder, 2001): concerns that have

been confirmed by more recent studies of the Labour era of contracting (Barnard,

Broach and Wakefield, 2004).

Crucially, still less is known in the UK regarding how workers have reacted to this
changing climate. Traditionally, the provision of the extremely labour intensive
services provided by the sector was widely assumed to be undertaken by a highly
committed group of staff eager to serve a cause (Paton and Cornforth, 1992:
Zimmeck, 1998). Yet, these observations of worker orientations in the UK sector are
mainly anecdotal and have not been subject to in-depth empirical scrutiny (for
example, Alatrista and Arrowsmith, 2004 provide valuable insights, but only through

much information regarding the extent to

—_— —_——

which the much-vaunted high levels of worker commitment within the UK voluntary

sector are being sustained within the changing climate of contracts and competition.

This gap in our knowledge is of some concern given studies in other countries. Here,
despite differences in regulatory environments and definitions of the sector raising
problems with comparisons, studies from overseas have revealed how where workers
In the non-profit sectors of the United States (see Mirvis and Hackett, 1983: Mirvis
1992), Canada (see Baines, 2004a, 2004b: Saunders, 2004:) and Australia (see Onyx

and Maclean, 1996) have experienced significant job restructuring, cuts to terms and

conditions and changes to organizational mission due to external, state influenced

- programmes of change, this has led to a decrease in worker commitment, and

significant problems in recruiting and retaining staff.




Given that the UK’s move to contracting services to the third sector has led to a
greater rate of employment growth than other countries, and a more dramatic shift in
its resource base, with a marked move towards reliance on public sector funding
compared to these other countries (Kendall, 2003), concerns must be raised with
regard to the impact on employment relations policies and worker commitment in the
sector from this closer relationship. This is especially the case as newer studies
highlight persistent recruitment problems and skill deficits in the sector (Scottish
Centre for Employment Studies, 2005: Wilding, Collis, Lacey, and McCullough,
2003).

What the above observations therefore reveal is a growing body of research on the
voluntary sector, which on the one hand provides an informative, but still relatively
small, literature pertaining to the developing state voluntary sector relationship, and
its impact on employee relations. While on the other in the UK context, we have only
1solated studies concerning the nature of worker orientations and commitment in
voluntary organizations, and the factors that influence them. Still rarer are efforts to
try and directly link these two research themes, given the aforementioned centrality of
government funding in shaping employment issues in voluntary organizations. It is in

the light of these lacunae in the literature that this thesis sets out to draw together and

explore two core themes, which are:

To explore the impact of the state — non-profit sector relationship on HR and

employee relations policies in voluntary organizations.

And

The impact of these changes to HR and employee relations policies on

employee orientations and commitment in the sector.

In doing so, it is recognized that the thesis also touches on another area of growing
academic interest. Specifically, the move to a purchaser — provider split in the state -
voluntary sector relationship mirrors developments that have been receiving
Increasing attention, i.e. the creation of more complex organizational forms that are

blurring the notion of a clearly defined employer-employee relationship (Grimshaw,



Vincent and Willmott, 2002: Hebson, Grimshaw, Marchington. and Cook, 2003:
Marchington, Grimshaw, Rubery and Wilmott, 2004). These studies have been
concerned with relations between private organizations and suppliers or public private
partnerships, and, along with others (e.g. Scarborough, 2000), have illustrated how

such inter-organizational relationships are complex and subject to variability due to a

number of causal factors.

In the light of the above, this thesis will explore the relationship between the state at
local level and the voluntary sector and seek to reveal the nature and causes of any
variability in these social relations. In doing so, it will then focus on the subsequent
impact of these different purchaser — provider relations on the voluntary sector
employment relationship, in particular HR/employee relations policies, worker
orientations and commitment. In exploring whether the above social structures and
mechanisms can produce different outcomes in areas such as worker orientations and
commitment, it can be seen that the thesis is influenced by the critical realist
perspective on social science research (Sayer, 1992: Bhaskar, 1975), of which more
will be said in the methodology chapter. The chapter now proceeds to outline the plan

for the remainder of the thesis.

Outline of the thesis

The remainder of the thesis comprises of nine chapters. To explore the above themes
and develop sharper research questions there follows three distinct literature chapters.
The purpose of Chapter 2, is two—fold. The first is to provide a more in-depth outline
of the development of the state — voluntary sector relationship since the advent of
contracting, through to contemporary policy developments introduced by New
Labour. This will highlight the degree to which the sector has not only become
financially dependent on the state, but is also subject to significant pressures with
regard to the type of care delivered to clients and the legal regulation of its activities.

The second is to raise a number of employee relations implications from this changing

climate.

In doing so, the chapter identifies two distinct forms of intensifying influence by the

state on the voluntary sector employment relationship. The first is through an

increasing regulatory burden, which includes but also goes beyond changes in



employment law experienced by all employers and relates to a series of specific
normative pressures peculiar to the care sector which impact on the content of HR
policies. The second source of influence is a consequence of a greater financial
dependency on the state, and relates to efforts from funding bodies to control costs in
the delivery of contracted out services, with obvious implications for employment
conditions in the sector. At the same time, this literature search identifies aspects of
the voluntary sector literature that reveal an ability by some organizations to maintain

varying degrees of independence in the face of this intensifying state influence.

As a consequence of these areas of possible state influence and voluntary sector
autonomy, the thesis seeks to construct a theoretical framework that adequately
captures the influence of these various normative and financial pressures from the
state on the voluntary sector employment relationship, and the conditions under which
autonomy can be exercised. Chapter 3 is therefore concerned with the construction
and justification of such a theoretical framework. In doing so, it utilizes three
theoretical perspectives, which explore different aspects of this relationship. The first
is institutional theory, largely influenced by the perspectives of Meyer and Rowan,
(1977) and DiMaggio and Powell (1983). Here, institutional theory is utilized as a
framework to explore the depth of state (coercive) isomorphic influence on voluntary

sector HR policies, in the light of employment law, the establishment of the Care
Commission and the ongoing relationship with local authorities, while also
highlighting other sources of isomorphic influence on HR policies (i.e. mimetic and
normative). The second part of this aspect of the study then focuses on changes to the
labour process in voluntary organizations as a tool to provide an evaluation of the
influence of cost pressures from the state on working conditions in the voluntary
sector. The third line of analysis incorporates the exercise of agency by organizations

In the management of employee relations. In doing so, it will draw lessons from
studies of inter-organizational relations that will seek to explain the circumstances

under which organizations can exercise strategic choice.

Chapter 4 is designed to construct a framework to explore employee orientations and
commitment in the voluntary sector. In doing so, it begins with an overview of the

UK and literature exploring what is already known with regard to people’s

orientations and commitment to working in non-profit organizations and the factors



that may alter them. This analysis of the literature leaves the thesis with a number of

key areas to study, which are:

Why do people choose paid employment in the voluntary sector?

To what extent do employees experience the anticipated benefits of working in

the voluntary sector?

What are the reactions of employees to breaches in their employer’s ability to

deliver anticipated benefits from working in the sector, especially in relation to

their commitment to the organization?

In constructing an analytical framework to refine these areas of investigation, the
thesis adopts a line of analysis that is largely influenced by psychological contract
literature, as developed by Rousseau (1995). In doing so, this framework brings with
it a number of advantages that are central to answering the above areas of
investigation. Firstly, the psychological contract has an ability to contextualize
changes in the employment relationship and employee attitudes within the wider
changes to economy, competition and public policy. Secondly, it identifies and
categorises complex reasons behind employees accepting employment in
organizations, and the nature of reciprocal arrangements between employer and
employees. Thirdly, a focus on the psychological contract identifies sources of
disenchantment among employees with regard to the employment relationship and
nature of work through the concept of violation. Fourthly, through the reported link
between violations to changes with Organizational Citizenship Behavior, it helps to

explore the consequences of dissatisfaction on worker commitment.

Chapter 5 then outlines the methodology for the fieldwork. In doing so, the chapter

begins by eschewing the positivist — relativist dichotomy in social science research
and places the approach to undertaking research in the thesis within the critical realist
perspective of social science. The chapter then outlines the rationale for two distinct

phases of fieldwork, which is predominantly qualitative in nature, and based in

Scotland, with each phase designed to explore the two broad themes outlined earlier.



Chapters 6 to 9 then outline the findings of this thesis. Chapter 6, utilizing the
conceptual framework outlined in Chapter 3, specifically addresses the issue of the
impact of local authority funding bodies on HR and employee relations in the
voluntary sector. This does so through an outline of findings from a qualitative study
of twenty-four voluntary sector organizations, and seven local authorities,
investigating the impact of the purchaser — provider relationship on employment
relations in the sector. Chapters 7 — 9 are then designed to specifically outline the
findings from three case study organizations from within the voluntary sector. The
purpose of these chapters is to investigate, using the conceptual framework outlined in
Chapter 4, the impact of the purchaser — provider relationship on employee
psychological contracts in work. These case study findings are set firmly within the

context of each organization’s reported relationship with external funding bodies, and

the impact that this has on internal HR policies.

Chapter 10 then seeks to draw the key results of the findings chapters together and
discuss their relevance to literature. The aim here is to highlight the implications of
this study with regard to our existing knowledge of HR and employee relations
policies and worker orientations in the voluntary sector. Moreover, it will also seek to

discuss a series of policy options open to the sector in the light of these results and

conclude with some future areas of research.



CHAPTER 2: THE EVOLUTION OF THE STATE - VOLUNTARY SECTOR
RELATIONSHIP

Introduction

Recent years have seen the publication of research that has shed some light into the
workforce profile and employment relations within voluntary organizations (Almond &
Kendall, 2000: Passey, Hems and Jas, 2000: Wilding, Collins, Jochum and McCulloch,
2004). However, our knowledge of this area of employment remains in its infancy, with
little appreciation of the influences on employment trends and the management of
employment relations. For example, the state represents potentially one of the key
influences on the sector given voluntary agencies’ increasing dependence on government
funding (Wilding et al, 2004: Kendall, 2003), yet we are largely unaware of how far this

relationship impacts on employment relations within the sector.

To begin an in-depth exploration of this relationship and its employee relations
implications, this chapter provides an overview of the development of the state ~
voluntary sector relationship in recent years. This will be undertaken by firstly outlining

the changing policy agenda of successive governments pertaining to the voluntary sector
since the 1980s. The next section will provide a discussion regarding possible

implications for the voluntary sector in relation to its continued financial independence
and employment relations policies. In doing so, it will outline a series of research themes

to be explored for the first part of the data collection for this thesis.

FROM GRANTS TO CONTRACTS: THE CHANGING NATURE OF
VOLUNTARY SECTOR ACTIVITY

The marketization of public services

Government has played a significant part in shaping voluntary sector activity in the post-

war era, with two periods of activity being particularly significant. The first occurred

during the period of the post-war consensus, where successive UK governments



perceived the market to be an inadequate or inappropriate mechanism to deliver facilities
such as health and social services. The provision of the welfare state in the UK in the
immediate post-war era was therefore organized around the principles of planning,
centralism, direct control and professionalism. Services were delivered through large
scale, state run hierarchical bureaucracies, where control over decisions lay with the
center, and local discretion was exercised informally. Public service professions were

largely self-regulating and had considerable influence on the policy field within which

they worked. The result was that the public sector was characterized by large, complex
organizations, accompanied by strong producer control and acceptance of professional
values and orthodoxies. In doing so, the state provided services on the basis of uniformity
of treatment and routinization (Walsh, 1995). During this era there was concern in Britain
about the fate of the voluntary in a welfare state continually widening its scope and
taking responsibility for many services provided by voluntary organizations, with the

result that the sector was perceived to be in decline (Kramer, 1990).

However, from the 1980s, voluntary organizations in the UK faced radical changes to this
environment (Batsleer, 1995). These changes stemmed from the shift that occurred in the
1deological consensus from 1979 with the election of the Thatcher government that led to
a revolution in the approach to the delivery of welfare services in the UK. The critique by
the ‘New Right’ saw the welfare state as poorly managed, unaccountable, professionally
dominated and lacking client involvement. The state was seen as inefficient and wasted
public resources because of its unresponsiveness to the market; lack of incentive to

control costs; and a propensity to produce the wrong mix of services (Walsh, 1995:

Osbome, 1997).

The response to these perceived inefficiencies was to introduce a new approach to
welfare that sought to constrain the role of the state, and where present instill it with
market principles. The broad heading for this philosophy has been labeled ‘the New
Public Management’ (Pollitt, 1995). A key aspect of this agenda was the creation of a

‘mixed economy of welfare’ where governmental activity, at the local and health

authornty levels, changed from being ‘monopoly providers’ of care to the planning,



commissioning, purchasing, monitoring and regulation of services contracted out to non-
statutory providers in the private and voluntary sectors (Harris, et al, 2001). The aim of
this approach was to encourage quasi-market forces in the sphere of welfare, with local
authorities using devolved budgets to purchase services from voluntary and private
organizations in direct competition with each other under Compulsory Competitive
Tendering (CCT). These quasi-markets would mimic market-like mechanisms but
provide free services at the point of use. The aim of such competition was to create
greater choice for those in need of support, and to improve efficiency among public
sector institutions and managers by exposing them to the discipline of competition

(Langan & Clarke, 1994: Charlesworth, Clarke and Cochrane, 1996).

A significant move towards creating these quasi-markets in health and social care was the
1990 NHS Community Care Act (Part III), which encouraged social service departments
of local authorities to move from a provider to an ‘enabling role’. Consequently, under
the accompanying care management system social services departments were required to
spend 85% of transferred Department of Social Security funds in the private and

voluntary sectors. In relation to health authorities, the ‘Care in the Community’ policy led

to voluntary organizations being offered roles in providing support for clients with mental

health problems who were living in the community as opposed to institutions
(Blackmore, 2000).

The result of this move to ‘quasi-markets’ on the sector has been profound, with
voluntary organizations now at the center of the social policy stage with an expanded role
in welfare provision. Voluntary organizations benefited from receiving significant
Increases in public funding because of their reputations for innovation, their non-profit
status and providing services at reduced cost (Wistow, Knapp, Hardy and Allen, 1992:
Whelan, 1999: Taylor and Bassi, 1998). The result of this is that their responsibilities
moved away from complementing and supplementing state provision in social care to
delivering mainstream services that were previously provided by statutory bodies (Billis

and Harris, 1990; Billis and Harris, 1992; Harris et al, 2001). These developments have
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‘concordat’ between government and the voluntary sector, with the latter seen not just as
an agent of service delivery, but a contributor to policy formulation (SCVO, 2001). The
introduction of Compacts were greeted with optimism, but there remain concerns that
they will lead to voluntary organizations becoming unable to act independently, being
incorporated into a corporatist state, where isomorphic pressures will diminish or

eradicate their distinctive organizational features (Osborne, 2001).

Best Value

Although predominantly concerned with the provision of services in the public sector,
Best Value is seen to have strategic relevance for voluntary organizations because of their
role as providers of mainstream care services (Kendall, 2003). The origins of Best Value
lay in the local government White Paper (DETR, 1998), and the Local Government Act,
1999. The policy was introduced in response to concerns about CCT and how it
prioritized cost considerations over quality when allocating contracts on a competitive
basis. As a consequence, it contains several key differences to its predecessor. For
example, 1t seeks to deliver local services to clear standards covering both cost and
quality by the most effective, economic and efficient means available. In addition, its
principles are to apply to all local authority services, thus considerably broadening areas
of local authority provision that are open to competition. Local authorities are also to be
committed to the principle of ‘continuous improvement’ in services and wider
consultation with citizens and other groups interested in service delivery (Martin, 2002).
Thus, a significant element of Best Value is the aim to seek to promote wider user
involvement in the construction of care packages and move from a ‘service provider’

focus to a ‘customer focus’ that delivers affordable, quality services (Scottish Office,

1998: Community Care Providers Scotland (CCPS, 2001).

However, Best Value has a harder set of requirements. For example, service providers are
obliged to undertake a fundamental performance review of all services over a five-year
period, and achieve annual efficiency savings of two per cent. This involves challenging
existing service provision by comparing it with alternative service providers, but in

consultation with the community. Performance reviews will be subject to independent

12



scrutiny by a new Best Value Inspectorate (Keenan, 2000: Martin, 2002). Local
authorities also remain obliged to provide a ‘mixed economy of provision’ through
private and voluntary organizations. The result is that the Best Value regime still involves
competition for contracts, with local authorities encouraged to strive for continuous
improvements in organizational performance, with competitive tendering seen as an
important mechanism for securing such improvements (Boyne, Gould-Williams, Law and
Walker, 1999). Moreover, for voluntary organizations that wish to provide social and
welfare services, it is argued that the Best Value regime still contains a range of strict
regulatory, monitoring and enforcement, cost cutting, market mechanisms, linked with

improvements to services similar to those demanded under CCT (Vincent-Jones, 1997:

Passey, Hems and Jas, 2000).

This raises the question whether Best Value represents continuity or a radical departure
from CCT. For example, on the one hand, in order to improve strategic planning funding
under Best Value from central government for local authorities is now over three-years,

as opposed to annual settlements (Keenan, 2000). As a consequence this development

may bring much needed financial stability to the sector. Further, the introduction of Best
Value Reviews may also have advantages for the sector as voluntary organizations can
use these reviews to compare and contrast their performance with existing services

provision by local authorities and offer a possibly more effective alternative, and thus win

contracts.

On the other hand, over the next few years, the funding of voluntary organizations from
local authorities will be subject to such Reviews, where the local authority will question
if particular functions currently provided by the sector are needed at all, and whether it
could be delivered more effectively by another organization. Therefore, it is felt that the
sector can no longer assume that it will be financially supported because it is ¢ a good

thing’, but it will face increasing competition from outside sources, e.g. the private sector.

(Blackmore, 2000: Martin, 2002).

13



Other Reforms to the regulation of the care sector

The last few years have also witnessed further regulation of the mixed economy of care
under the Labour government. These reforms are seen as part of the principles of care
outlined in the White Paper Modernising Social Services (CM 4169) (1998), as well as
the Green Paper New ambitions for our country: A New Contract for Welfare, and 1n
Scotland Modernising Community Care: An Action Plan and the Framework for Mental
Health Services in Scotland. In combination, these policy papers appear to be reinforcing
a number of themes regarding the nature of care provision. The first is the continuing

promotion of independent living in the community (raised in the 1990 Community Care

Act), and the person-centred approach to care.

This person centred approach to care sees the client - carer relationship as multifaceted,
and can include strictly functional and task-orientated aspects, where the carer becomes
the ‘arms, the legs, the eyes’ of the client (Ungerson, 1999), allowing them to participate
in any activity they choose in order to live independently in the community; it can
involve the carer as companion, implying great potential for emotional closeness; and
develop the carer as a “social asset’ who will participate in activities that bring the client
into society at large because of the carer’s acceptance of the goal of independent living
(Yamaki, and Yamazaki, 2004). Underpinning this type of work is an assumption that
employees in the voluntary sector are ‘caring professionals’ who display appropriate
degrees of empathy with client needs bearing some similarity with Bolton’s
‘philanthropic emotional management’, where the carer genuinely cares for the people

involved in réceiving their services (Bolton, 2000).

This philosophy 1s embedded in policy in the UK. For example, in the Forward to the
Government’s Modernising Community Care (1998) paper it is stressed how care has to

be ‘needs led’ and involve “shifting the balance from institutional forms of care to caring
for people at home’. At the same time, each of these policy documents is underpinned by

the potentially contradictory aims of ‘cost effectiveness’ and ‘value for money’. The

outcome of these documents appears to be the introduction of a number of changes to

14



legislation governing and regulating the care market and the benefit/funding system.

These are outlined below.

The Regulation of Care Act, 2001: The establishment of the Care Commission and Social

Services Council
Another key area of change under New Labour has been through the introduction of The

Regulation of Care Act, (2001) and the Regulation of Care (Scotland) Act 2001. This
legislation has handed over the regulation of a range of care services from local
authorities and NHS boards to the Care Commissions of England and Wales and
Scotland. The Commissions have a regional infrastructure that takes over the
responsibility from local authorities for the inspection of registered care homes in the

public, private and voluntary sectors. The Care Commission has powers of inspection

over the following range of services:

e Support/day care services, care at home services

e Care home services (residential care homes for adults and children)
e Welfare and care in boarding schools

o Independent health care (hospices, private doctors, independent hospitals)
e Nurse agencies

e Childcare agencies (nanny and sitter services)

e Secure accommodation services for children

e Offender accommodation services

o Adoption services

e Fostering

o Adult placement schemes

e Childminding

e Day care and early education for children

e Housing support services

The Care Commission inspects and regulates care services in accordance with National

Care Standard to ensure equity of care services across the UK. The Commission has

15



powers of ensuring registration, inspection, and dealing with complaints and
enforcement. The latter includes legal sanctions that can involve improvement notices
and cancellation of registration. In addition, the Care Commission has established
recommendations on providers of care to have fifty per cent of their workforce trained to

NVQ 2 and SVQ 2 standards by 2005, and is responsible for establishing a register of

those employed in care. At this point, it is worth raising that local authorities still retain

significant monitoring and control of contracted services with the voluntary sector

through what is known as ‘contract compliance’ (Care Commission, 2004).

The Regulation of Care Act also established the General Social Care Council (GSCC)
and 1ts Scottish equivalent the Scottish Social Services Council (SSSC). These have been
established to regulate the care workforce. Included in its responsibility is the
establishment and regulation of workforce qualifications and the establishment of a
register of individual care workers and managers, where in the event of misconduct such
workers can be ‘struck off” and no longer employed in the care sector. As a result, there

are requirements on care providers to progressively invest in the training and
development of the workforce over the next five to ten years, in order to ensure
consistency of care across the public, private and voluntary sector. One of its early

requirements 1s the expectancy that all managers of registered homes should be qualified

to SVQ 4 standards by 2005. In addition, the Council has produced its own

sector. This covers such areas as recruitment and selection, trainin g and development,

equal opportunities and general personnel policies and procedures. (SSSC, 2004:
McClimont and Grove, 2004).

In addition to this, the SSSC issues codes of practice to the social care workforce. Again,

1t 1s revealing how the philosophy of person centred care is evident in these codes. For

example, the code of practice recommends how social care workers must:

Promote the independence of service users while protecting them from danger or

harm;

16



Promote the individual views and wishes of both service users and their families;

And

Support service users’ rights to control their lives and make informed choices

about the services they receive (SSSC, 2004).

Changes to the benefit system

Community care is financed through a variety of funding streams e.g. from social work,
the NHS, European Community, and the DSS. The Labour government has introduced
several important changes to the benefit system that have the potential to further shape
the nature of care work in the UK. One of the key principles behind these changes is,
again, to promote independent living and person-centred services through a funding
system where the money follows the individual (CCPS, 2001). An example of this is an
update of the Direct Payments system originally introduced through the Community Care
Direct Payments Act (1996) (see Pearson, 2004 for details)

A more significant part of New Labour’s changes to the benefit system 1s the ‘Supporting
People’ agenda. From April 2000 the Department of Work and Pensions introduced
Transitional Housing Benefit as the main source of funding through the benefit system
for charges for support services. This was in operation until April 2003, when funding
streams for support services were integrated into a single budget to be administered by
local authorities labeled ‘Supporting People’. The ultimate aim of this agenda is to
replace Housing Benefit and other funding streams as the means for meeting the costs of
housing (rent) and support services for vulnerable people. This is to encourage residence

and tenancies in accommodation that allowed individuals to live as independently as

possible within the community.

In addition, the DWP stresses that the aim of this benefit is also to give proper

consideration of value for money, quality of services and transparency in the use of

17



resources. Vulnerable groups that come under this umbrella benefit include the elderly,
people with learning disabilities, those with mental health problems, rough sleepers, and
people with drug problems. Significantly, the scheme also allows access to tenants from
among these vulnerable groups whose accommodation is provided through contracts
outside local authority provision, and thus allowing voluntary organizations to access

such funds (Department of Work and Pensions, 1998).

Some consequences from devolution

Finally, of relevance to this thesis, given the location of the fieldwork, are the differences
in the approach to social care in Scotland as result of devolution. Generally, the mixed
economy of care has been seen to develop at a slower pace in Scotland. This is seen
largely because of the dominance of state provision in Scotland, but also its rejection of
the rule stating that 85% of earmarked funds should be spent on the independent sectors.
With regard to New Labour’s initiatives, legislation has led to Best Value being
introduced more gradually, because of its status, until recently, as a recommendation on
local authorities to implement Best Value reviews. The status of this imtiative in Scotland
has been given statutory force through the Local Government in Scotland Act 2003
requiring local authorities to move away from the cost based culture of compulsory
competitive tendering, with a more flexible system that aims to put quality and effective
management to the fore (Scottish Executive, 2003). The extent to which these differences
lead to significant variability in quasi-market systems in the UK 1s open to debate. It has
been argued that these differences do not signal a great departure from the rest of the UK,

or the creation of a distinctive post-Devolution Scottish social welfare policy (Mooney

and Poole, 2004).

There are arguably numerous implications for the voluntary sector emanating from the
above changes to policy. The next two sections focus on the implications regarding the

financial independence of the sector and employment relations.

Implications for voluntary sector income

18



The National Council for Voluntary Organizations (NCVO) provides a regular outline of
income from a survey of its own membership. Overall gross income of UK charities for
2001/02 was £20.8bn, with the majority (two-thirds) of this being concentrated within
2,400 general charities. This represents a fall in real terms of £429m from 2000/01, with
smaller voluntary organizations particularly vulnerable to decreases in income, while

those with turnovers of over £10m continue to see increases (Wilding, et al, 2004).

The two largest sources of income in 2001/02 stem from the public sector in the form of
government grants and contracts (37%) and the general public (3 6.6%), followed by other
voluntary organizations (6.6%) the private sector (4.3%) and internally generated sources
(15.5%). Several points are worth highlighting with regard to income from government.
The first is that this source of income to the sector has increased significantly from 26%
in 1991 to 37% in 2001/02 (Wilding, et al 2004). Moreover, it is far more dependent on
the state for funding than private sector providers of care services (McClimont and
Grove, 2004). This represents a dramatic shift in the sector’s resource base, and one that
is greater compared to other industrialized countries (Kendall, 2003). The second is that

public sector funding was seen as the only source of income that has experienced an

increase over 2001/02. The third is that income from the state is slightly biased in favour
of contracts (representing 15.3% of overall income total, as opposed to 14.6% grants), but
the relative weighting in favour of either funding mechanism fluctuates. The fourth and

final point is that the importance of public sector income to the sector increases according

to size, i.e. for organizations with turnover between £100,000 to £1m, the public sector

contributes 41.9% of income (Wilding, et al, 2004).

In terms of the breakdown of this income from government sources, the provision of
personal social services on behalf of local authorities and health authorities has been the
main component (41% and 22% respectively in 1998/99). A quarter also comes from
central government, with 11% from Quangos and the EU (2%). Government contracts are

also reported to be more important and significant contributors to the incomes of larger

voluntary organizations (i.e. incomes over £1m) (Passey, Hems and Jas, 2000).
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An analysis of local authority spending during the 1990s found that the proportion of

total expenditure devoted to the voluntary sector by councils rose from 1.5 per cent to 3
per cent, reflecting the changes in community care, special funding programs and

contracting-out. Recent figures show how social services’ spending represented 52% of
the total spent on voluntary bodies from councils’ expenditure. In addition, spending on

social services is predominantly composed of fees, contracts and payments for services

(Mocroft, 2000).

Information from health authorities regarding expenditure on voluntary organizations is
limited, although a recent study of London Health Authority expenditure provides some
insights. In 1996-97, these authorities spent an average of 3 per cent of their revenue
expenditure on voluntary service providers, illustrating that the policy changes of the

1990s have resulted in health service spending on the sector reaching levels of other

funding sources such as local authorities. Two-thirds of this contribution is dedicated to
long-term residential care, for people with learning disabilities, mental health problems,
people with AIDS/HIV, and elderly or acutely ill people (Mocroft, Pharoah and
Romney-Alexander, 1999).

For the voluntary sector there are a number of contentious implications resulting from the
above funding relationship with the state. The first is that the market, ori ginally through
CCT, has become the foundation for understanding the relationship between government
and other sectors. This has led to a change in the relationship between the public and
voluntary sectors. In particular, funding to the voluntary sector has become far less based
on grants for the general purposes of voluntary activity, but increasingly linked to a
reliance on fees for specific identifiable service provision, leading to the creation of the
‘contract culture’. Consequently, public bodies regulate the voluntary sector by
establishing precise, measurable and binding performance criteria and output controls in
exchange for funding. Often such contracts are increasingly legalistic, and enforceable. In
addition, commercial practices have emerged as the preferred model for managing
organizations. Voluntary organizations are expected to demonstrate that they are

"business-like’ in order to participate in the new policy arena, which includes taking on
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the values and techniques of the private sector (Perri 6 & Kendall, 1997: Tonkiss and
Passey, 1999: Harris Rochester and Halfpenny, 2001).

Another consequence of the changing relationship with funders has been that many

voluntary organizations live with financial uncertainty because of reappraisals by the

statutory sector of funding priorities or strategies for delivering services; eleventh hour
budgetary decisions; and short-term financial settlements (Russell, Scott and Wilding,
1996). In such circumstances little allowance is made for increases in core costs (such as

staffing) resulting from increased demands on voluntary organizations in terms of service

provision. The result is that charities have been meeting these overheads from their other

resources (Russell et al, 1996: Whelan, 1999).

A further potential change under this funding and regulatory environment 1s, again,

‘mission drift’. Specifically, it has been reported that under contracting, the priorities of
the purchaser can dictate the type of client receiving a service, to the detriment of other
vulnerable groups previously serviced by the sector. Furthermore, it is argued that the
priorities of the funder can lead to a limiting of resources devoted to other activities of
voluntary organizations, such as advocacy and development work. As a result, there is a
risk of goal distortion that can threaten the identity and autonomy of voluntary agencies
(Taylor and Lewis, 1997). Indeed, there have been more reports of the NCVO voicing
concerns regarding the wisdom of voluntary organizations ‘plunging into contracts’ to
deliver public services: such concemns largely based around fears regarding the continued

independence of the sector (Brindle, 2005).

Implications for Employee Relations Research in the Voluntary Sector

There is a growing understanding of the possible consequences from the above changes
in state policy and levels of public expenditure on paid employment in the sector.
Exploratory insights into employment relations in voluntary organizations up to the mid
to late 1990s, point towards cuts in pay and conditions (Cunningham, 2001: Knapp,
Hardy and Forder, 2001). Further, a more recent study of large employers in the sector

21



revealed continuing funding shortfalls from statutory forces, and an expectation from
purchasers that voluntary providers would subsidize these. Moreover, once contracts are
agreed, voluntary organizations reportedly have problems negotiating inflationary uplifts

to cover increased costs in areas such as management, training and development and

recruitment (Barnard, Broach and Wakefield, 2004).

In terms of the specific impact on pay in the sector, prior to the development of the quasi-
market, pay scales were traditionally aligned to local authority terms and conditions
(Ball, 1992). However, analysis of studies of pay scales uncovers how this link 1s
unraveling. For example, Ford, Quiglers and Rugg (1998) found that in comparison to
care workers in local authorities and the private sector, workers in voluntary
organizations had the widest range of pay in the community care sector, with evidence of
comparability only for those staff in specialist care roles. Other studies have revealed pay
gaps between the private and public sectors of around 20%, with a gap 1n London of up to
25%, with little prospect of improvement (Reward, 2001: Remuneration Economics,
2001: IDS, 2001: IDS, 2002). Pay rises have also reportedly fallen behind that of public
sector increases since 2001 (Barnard, et al, 2004: Shah, 2004). Further, there have also
been reports that voluntary organizations would be less likely to pay their staff higher
rates of pay for achieving accreditation under the NVQ schemes (IDS, 20035). Moreover,
given the focus of this study is in Scotland, it is worth highlighting how average weekly
earnings in the Scottish voluntary sector are 13% lower than in the private sector, and

even more so when compared to the public sector (20%) (Shah, 2004).

In relation to other aspects of the employment relationship in the contract culture, it has
been found that there has been a greater reliance on atypical forms of employment such
as temporary contracts due to pressure from funders (Cunningham, 2001). Indeed, in the
latter case there are some suggestions that management in charitable organizations now
have more freedom to use greater flexibility in their employment practices compared with
public and private sector counterparts (MacVicar, Foley, Graham, Ogden and Scott,

2000). Moreover, a report by the Kings Fund revealed how commissioning agents paid
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little attention to service quality, and recommended that local authorities work with

providers to raise the skills and standards of care staff (Kings Fund, 2001).

Moreover, other research has uncovered how the tension between delivering care that is
cost effective and of a reasonable quality has led to reforms in social care that have
involved reviewing skill mixes. As a consequence, evidence suggests depletion in the
ranks of middle managers and professionals, while recruiting a large number of

vocationally trained but unqualified staff at the bottom, in some cases on short-term

contracts (Humphrey, 2003).

Yet given the exploratory nature of these studies, and the aforementioned policy
developments, there is a need for continued and more in-depth research into the
relationship between funding bodies and the sector, and the extent to which the former
influences employment conditions within the latter. The impact of some aspects of the
reform agenda outlined above remains uncertain despite a number of the above policy
developments potentially having distinct and significant influences on the purchaser —-
provider relationship and the employee relations/HRM policies of the latter. This 1s
especially the case given that research from the private sector reveals how commissioning
organizations do, in reality, intervene to shape the human resource policies of
organizations with which they have contractual relations (Hunter, Beaumont and Sinclair,

1996: Rubery, Earnshaw, Marchington, Cooke, and Vincent, 2002: Truss, 2004).

For the voluntary sector, at national level, for example, requirements from the Care
Commission and the SSSC will send powerful normative signals that will assume the
sector will embrace and conform to recognized structures and practices that are designed
to achieve the various targets aimed at accrediting the voluntary sector workforce. In
addition, there will be pressure from these same bodies regarding compliance with what

1S seen as ‘best practice’ in employee relations policies such as discipline and grievance,

health and safety. Similarly, at local level, such pressure for ‘best practice’ in HR policies
may be brought to bear in accordance with ongoing contract compliance and performance

management requirements from local authorities, as well as Best Value through the
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acknowledgement of ‘non-commercial considerations’ in the award of contracts. In
addition, any prescriptions from government agencies regarding the content of policies
such as discipline may also spill over into interference with the actual practice of
discipline and supervision, as has been the case with contractual relations under private

and public sector partnerships (See Rubery, ef al, 2002: Vincent, 2004).

Moreover, these legal pressures from central and local government agencies have
implications beyond the content of HR policies and practice. For example, the

‘independent living’ and ‘person centered planning’ agendas involve approaches to

delivering care that assume twenty-four hour coverage, which, in turn, will have to be
provided through a significant degree of staff flexibility, with significant implications for

the organization of working time. Leat and Ungerson (1994) point how this means

voluntary organizations will have to:

Introduce the idea of flexible labour willing to work as the need arises at unusual

times, but nevertheless contracted to provide reliable services (pp.262).

In addition, state agencies will also subject the sector to powerful ‘cost based’ and
competitive pressures through a continuing emphasis on the principles of NPM, but also
from more recent policy changes introduced through Best Value and the changes to the
benefit system through Supporting People. It has been noted that the twin themes of
quality and cost effectiveness are not always in conflict as purchasers are responsible for
spending public funds and have a responsibility to attain value for money. At the same
time, it has also been argued that these aims will conflict if there is a shortage of funds
and cost saving becomes paramount. Here, purchasers may drive a hard bargain and push
down costs or select the cheapest providers (Johnson, Jenkinson, Kendall, Bradshaw and

Blackmore, 1998). This has potential significant consequences on the management of
employee relations in the voluntary sector, particularly around pay and conditions, the

work effort bargain, and, again, working time.
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In addition, it can be argued that the continuing financial uncertainty that this
environment brings will lead to various types of insecurity in the workplace, beyond
where an employer can dismiss or lay off workers. Certainly, there are conceptualizations
of workplace insecurity that encapsulate the numerous forms of insecurity, which include

shifting workers from one job to another and altering job content, working time insecurity

and work 1nsecurity, where the employee’s health and safety 1s under threat (Standing,

1999).

At the same time, there are several countervailing pressures that make the outcome of
these cost pressures uncertain. For example, in recent years, from central government
there has been a review of service delivery by the voluntary sector in the area of social
care. This has led to the introduction of the notion of ‘full-cost recovery’ where the

Treasury has made a commitment to allow voluntary organizations some

clarification/benefits to improve their financial situation when negotiating contracts with
local authorities. These include, the incorporation of overhead costs within their bids for
services and the move to three-year contracts. However, the outcome of this initiative is
uncertain given 1t still acknowledges that the financial position of local authorities will
vary across the regions and contract awards will reflect this (HM Treasury, 2002).
Indeed, a recent investigation by the National Audit Office reveals a slow transformation
of attitudes among various parties in state — voluntary sector negotiations that is making
the cultural change necessary to achieve ‘full-cost recovery’ difficult (National Audit

Office, 2005).

In addition, there are labour market pressures that could push terms and conditions of
employment in an upward trajectory. In particular, the reported severe skill shortages and

recruitment crisis 1n parts of the sector, exacerbated by tight labour markets in certain
parts of the country and competition from public and private sectors. There is some
perception that the sector has deeply unattractive jobs and that pay is uncompetitive with
other sectors of the economy, with one in two employers reporting how recruitment

problems stemmed from low salary levels. (Wilding, Collis, Lacey, and McCulloch,

2003) In addition, in Scotland research findings have revealed how recruitment problems
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are more acute in the sector compared to private and public sector organizations.

(Scottish Centre for Employment Research, 2005: SCVO, 2004). In such an environment,
it is unlikely that all voluntary organizations, even in the face of tight local authority

funding decisions, can rely on low pay strategies, and so will face ongoing contradictory

pressures impacting on their reward policies.

Another consideration is the extent to which voluntary organizations are able to resist
pressure from state agencies on internal employee relations matters. Again, studies

outside of the voluntary sector have revealed how a range of features such as ‘balance of
dependency’ that exists between contracting organizations, the degree of vulnerability, or
risk, involved in the relationship, and the degree of trust between the parties determines
how far one party can influence HR in the other (Deakin and Michie, 1997). Some

studies more specific to the sector, have pointed out how the more a voluntary body relies

on one single funding source, the greater control the funder has over employee relations

issues (Morris, 1999). It is necessary, therefore, to explore the extent to which voluntary
organizations are able to resist pressure on their terms and condition as a consequence of

their status as monopoly providers of certain services or with reputations as ‘experts’ in a

particular niche.

SUMMARY AND IMPLICATIONS

This chapter has outlined key changes in the state — voluntary sector relationship over the
past twenty years, which has seen the latter given a significant role in the provision of
social services 1n the UK. On the one hand, the consequences of this have included a
higher profile in the provision of services where the focus of many voluntary
organizations’ mission and values lie, alongside significant increases in income and
workforce numbers. The price that is being paid for this higher profile and closer
relationship with the state is, arguably, an intensification of two forms of control by
government agencies over the voluntary sector. The first is through an increasing

regulatory burden, the second a consequence of a greater financial dependency on the
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state. Overall, these changes lead us to several research themes regarding the implications

for employment relations within the sector. These are:

a. What is the influence of various normative and financial pressures on the
voluntary sector from the state on the voluntary sector employment relationship.

b. What is the capacity of the voluntary sector to resist the above pressure.

These areas of investigation that have been identified require an analytical framework for

evaluation. The next chapter is designed to develop such a framework.
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CHAPTER 3: DEVELOPING A FRAMEWORK TO EVALUATE STATE
INFLUENCE ON VOLUNTARY SECTOR EMPLOYMENT RELATIONS

Introduction

particular, it was argued in the previous chapter that the voluntary sector was subject to

two distinct types of control by the state - regulatory and financial - within the
organization of its general activity, and the management of HR and employee relations.

As a consequence, this chapter proposes a framework that will evaluate the impact of
these various types of control on voluntary sector employment relations. In doing so, it

embraces several distinct theoretical approaches that are recognized as being able to

capture these forms of control — Institutional and Labour Process theories.

However, the chapter will also argue that the relationship between the state and voluntary
sector cannot be seen solely in the confines of the latter being a passive recipient of
influences from the former. In the light of this, the research framework argues that
management in organizations can exercise a degree of strategic choice (Child, 1972). A
good approach to help evaluate the exercise of autonomy is gleaned from aspects of
recent literature concerning inter-organizational relations (Bresnan, 1996: Marchington et
al, 2005). The Chapter begins by outlining the early foundations of institutional theory,
within the open systems approach to organizational analysis. This will be followed by an
overview of some of the relevant perspectives that make up the institutional approach. It
will then outline the strengths of this theory followed by an outline of its contribution to
exploring the state’s influence of voluntary sector HR policies. In the light of the
limitations of this approach in studying the employment relationship, it then argues for a
framework that incorporates an institutional perspective, but also focuses on changes in
the voluntary sector labour process and as well as one that includes a broader

understanding of inter-organizational relationships and the exercise of strategic choice

and autonomy by organizations within such relationships.
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INSTITUTIONALISM IN ORGANIZATIONAL ANALYSIS

The origins of contemporary institutional theory can be traced to the open-systems

approach to organizational analysis that seeks to explain the conditions that give rise to

rationalized formal structure. The open systems approach recognizes that complex

organizations are not autonomous entities, but are conditioned by other social units and
thus interdependent with a larger environment (Meyer and Rowan, 1977). These external
variables are not subject to complete control by the organization and bring a considerable
degree of uncertainty into decision-making. The processes therefore going on within
organizations are significantly affected by the complexity and uncertainty of their
environments. At the same time, organizations require certainty and determinateness to
achieve their goals and so create formal administrative structures specifically to limit this
uncertainty. It also assumes, as with the closed systems approach, that managers exercise

command authority over their organizations (Thompson, 1967: Meyer and Rowan, 1977).

The development of an open systems approach to organizational analysis has seen
Interest wax and wane on a number of related perspectives such as ‘contingency theory’
resource dependence analysis, and population ecology. (see Bryman, 1993: Carroll, 1988:
Hannan and Freeman, 1977: Pfeffer and Salancik, 1978: Thompson & McHugh, 1995
for summaries of these perspectives). At the same time, these approaches bring several
key foundations to the institutional thesis. These are, firstly, that complex organizations
are interdependent with their environments, and, secondly, that a process of isomorphism
leads to the structural features of organizations corresponding to their environments.
However, 1t was not until Meyer and Rowan’s influential 1977 paper that institutional

theory began to be recognized as a distinct approach to studying organizational structure

and inter-relationships.

Meyer and Rowan saw formal organizational structures as the reflection of wider societal

institutional rules. Such rules and patterns are products of the state (through legal

mandates), professional groups and public opinion and are designed to make sense of
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ambiguous and uncertain environmental phenomena (Quaid, 1993). Moreover, crucially
Meyer and Rowan argued that the purpose behind incorporating the various structures,
rules and practices and procedures is to increase the legitimacy and survival prospects of
organizations, independent of the immediate relevance of the practices to specific work
processes. In other words, Meyer and Rowan argued distinctively that many
institutionalized products, programs and policies function as myths that depict various
formal structures as rational means to attain desirable ends, and are adopted ceremonially
by organizations. The implication of this institutional approach 1s that the formal
structures of many organizations will reflect the myths of their institutional environments

instead of the demands of their work activities (Meyer and Rowan, 1977).

Moreover, Meyer and Rowan introduced the concept of ‘loose coupling’. Specifically,
where these institutionalized rules conflict with the efficiency criteria of an organization a
process of ‘loose coupling’ occurs that results in the formal institutionalized structures
being separated from actual work activities, so ensuring efficiency, while continuing
ceremonial conformity. This further assumes the existence of formal and informal
organization, and also that organizational success depends on factors other than efficient

coordination and control of productive activities (Meyer and Rowan, 1977).

As a consequence, according to Meyer and Rowan, various policies programs etc become

formalized and engrained into organizational life because:

Many of the positions, policies, programs and procedures of modern organizations
are enforced by public opinion, by the views of important constituents, by
knowledge legitimated through the educational system, by social prestige, by the
laws, and by the definitions of negligence and prudence used by courts. Such
elements of formal structure are manifestations of powerful institutional rules

which function as highly rationalized myths that are binding on particular
organizations (p.343).
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Once embedded within organizations, these institutionalized techniques and processes
further establish organizations as rational and appropriate, and therefore bestow
legitimacy. Such claims of legitimacy from organizations are supported by external
assessment criteria that evaluate the value of structural elements (Meyer and Rowan,
1977). By incorporating these institutional rules organizations can form and expand: the
result being that organizations are structured by their environments and become
isomorphic with them. Isomorphism with environmental institutions also, it is claimed,
reduces turbulence and maintains stability. Organizations that fail to become isomorphic
with their environments risk being seen as illegitimate, and vulnerable to claims of
negligence and inefficiency and lead to the imposition of costs, perhaps through an

ending of flows of support from external resource holders (Meyer and Rowan, 1977).

A further development of institutional theory came from DiMaggio and Powell (1983). In
a similar vein to Meyer and Rowan they argued that organizations were becoming more
homogeneous and bureaucratic within organizational fields (The concept of
‘organizational field’ is defined as a group of organizations that constitute a recognized
area of institutional life, e.g. organizations that produce similar products and services,
regulatory agencies and key suppliers). DiMaggio and Powell again use the concept of
1somorphism to capture the process of homogenization and identify three mechanisms of

Institutional isomorphic change — coercive, mimetic and normative. The first of these

mechanisms is described in the following terms:

Coercive isomorphism results from both formal and informal pressures exerted on
organizations by other organizations upon which they are dependent and by
cultural expectations in the society within which organizations function. Such
pressures may be felt as force, as persuasion, or as invitations to join in collusion.
In some circumstances, organizational change is a direct response to government
mandate: manufacturers adopt new pollution control technologies to conform to
environmental regulations; nonprofits maintain accounts and hire accountants in

order to meet tax law requirements; and organizations employ affirmative action

officers to fend off allegations of discrimination (DiMaggio and Powell, 1983).
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Again, DiMaggio and Powell (1983) in a similar vein to Meyer and Rowan (1977) cite

the state as a major influence on this process of isomorphism as it expands its dominance

over organizational life and organizations attempt to reflect the rules institutionalized and

legitimated by government and its agencies.

Mimetic isomorphism is seen as deriving from uncertainty in terms of either
organizational technology, ambiguous goals or uncertain environments. Organizations
will borrow/mimic other organizational practices in response through employee transfer,
trade associations etc. Once again, under this process, legitimization occurs as firms that
mimic others send signals to customers, competitors etc. that they are adopting the ‘right’
approach to managing business organizations. Moreover, it 1s stressed that adoption of

certain practices or structural arrangements can be credited to their universatility rather

than evidence that they improve efficiency (DiMaggio and Powell, 1983).

Normative isomorphism is seen as stemming primarily from professionalization, i.e.
defined as how members of an occupation define the conditions and methods of their
work in order to control production, and establish a cognitive base and legitimacy for
their occupational autonomy. Professions are seen as subject to the same coercive and
mimetic pressures as are organizations. The result is that various kinds of professionals in
an organization are similar to their professional counterparts in other organizations. Two
aspects of professionalism act as mechanisms for isomorphism: the first is formal

education and legitimating of a cognitive base; the second is the growth and elaboration

of professional networks spanning across organizations. The former spreads
organizational norms. The second uses professional and trade associations to spread rules

and attitudes about professional and organizational behavior. The result is a pool of

individuals occupying similar positions with similar orientations and traditions that can
shape organizational behavior. As a consequence of this, the same policies, procedures
and structures are sanctioned and legitimated because these professionals have undergone

a similar socializing process and view decision-making in the same way (DiMaggio and

Powell, 1983).
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At the same time, other institutional theorists stress that the institutional environment is
not necessarily unitary or coherent, and that organizations face multiple and competing
pressures. This leads to conflicting definitions and demands on organizations. This is
seen as largely due to the complexity and fragmentation of state controls (Oliver, 1991).

As a consequence, organizations are faced with incompatible and competing demands

that make unilateral conformity impossible because the satisfaction of one
body/organization or government department implies an organization has to ignore the

requirements of another. The result is that organizations manage conflicting interests

(Pteffer and Salancik, 1978).

Moreover, other interpretations of the institutional perspective have argued that

organizations are not all passive within their organizational fields, but can also be

interactive. This implies that organizations do not simply copy social facts, but can

influence them and help shape their environments. This can be undertaken individually

by organizations or as an aggregate (Zucker, 1987).

In the light of the above, a number of common characteristics to the different

perspectives to institutional theory emerge, in particular:

A focus on the interrelationship between an organization and its environment in

determining the former’s structure

Organizations becoming homogenous through a process of 1Isomorphism with

their environment

A core reason for this isomorphism and management actions being an

organization’s search for legitimacy from key elements in its institutional

environment

The state and professions represent key agents of isomorphic change.
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These points leave us with a question regarding how this theory then allows us to

evaluate the influence of the state on the employment relationship within the voluntary

sector. The next two sections will contain a summary of the strengths of the institutional

approach in the context of the objectives of this thesis, followed by an outline of a

possible research framework incorporating institutionalism.
The Case for an Institutional Analysis of Voluntary Sector — State Relations

Recognizes the state as a key environmental influence

As previously mentioned a key focus of this thesis is the role of the state in influencing

the internal organizational policies of the voluntary sector (specifically HR policies).
Therefore, the first reason in favour of utilizing the institutional thesis within this project
is that it recognizes that the state is a significant and influential environmental shaper of
organizational policy and practice. The institutional thesis argues that organizations are
not autonomous entities, but are conditioned by other social units (Meyer and Rowan,
1977). Formal organizational structures are seen as a reflection of wider societal and

institutional rules, and the state is seen as a key facilitator of such rules through mandates

and the distribution of resources (Meyer and Rowan, 1977). The organizational
structures, rules, techniques and processes that emerge from this isomorphic state
pressure are viewed as rational and appropriate and therefore bestow legitimacy on
organizations in the pursuit of scarce resources. Organizations, therefore, adopt these
rules and processes and become isomorphic with their environments. Indeed, the coercive
1Isomorphic power of the state in shaping employee relations has been illustrated in
studies from the United States that have focused on the widespread adoption of formal
disciplinary, grievance and equal opportunities practice and the adoption of personnel

departments in response to Government mandate (Baron, Dobbin and Devereaux

Jennings, 1986: Edelman, 1990: Sutton, Dobbin, Meyer and Scott, 1994).
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The reliance of the voluntary sector on state support and legitimacy

A second, and related, reason for using the institutional thesis relates to the traditionally
close relationship between state and voluntary sector. For example, a number of studies
:n the United States have revealed how voluntary social service organizations are seen as
particularly susceptible to influence from the state because of their historically close
association with government, which was frequently regarded as complementary to, or an
appendage of,, state operated service systems (Singh, Tucker, and House, 1986: Singh,
Tucker and Meinhard., 1991: Tucker, Singh , Meinhard and House, 1988: Euske &
Euske, 1991: Tucker and Baum, 1992). The reasons for this vulnerability to institutional

pressures from the state is illustrated by Tucker et al:

A significant feature of VSSOs is that they have somewhat indeterminate
technologies. Thus, their ability to demonstrate their effectiveness in terms of
conventional output, efficiency or process criteria is very limited. Under these
conditions, social criteria, like the satisfaction and the approval of external
constituencies, are more likely to be used to judge effectiveness. This suggests

that VSSOs are specifically vulnerable to conditions and constraints that have

their origins in the institutional environment and that factors such as the

acquisition of external institutional support significantly affect their survival

chances (Tucker et al, 1988, pp. 131).

The extent of financial dependence of the voluntary sector on the state 1s outlined in the
previous section. The exact impact of this dependence is currently a source of debate. For
example, it has been noted that although changes in the role of the state and in social
policy do not necessarily impact on the voluntary sector in a direct or linear fashion, they
do lead to tighter regulation, standardization, formalization and professionalisation. In
extreme cases this process is seen as coercive isomorphism in which structures, working
practices and missions from the government sector are imposed on the voluntary
organizations. Indeed, it is suggested that some agencies are incorporated into the public

sector through a combination of funding, contracts and close, detailed monitoring (Harris,

2001).
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A notable example illustrating this dependence by the voluntary sector on the state 1s
provided by Osborne (1998). This study identifies a number of sources of institutional
pressure on voluntary organizations including the overall societal framework for the role
of VNPOs and its impact on government perceptions and legislation concerning
voluntary organizations, and the influence of funders such as local authorities. This study
outlines how the capacity of voluntary organizations to exhibit innovation in service

delivery significantly contributed to the achievement of legitimacy to their environment,

especially to local authority and social service department funders. Voluntary

organizations had to sensitize their operations to the needs of funders and tailor funding
applications to highlight innovativeness in delivery because this was 1dentified as key
criteria for successful bids. Moreover, other organizations in this study were facing crisis
in legitimacy and were attempting to carve out a niche to demonstrate to local authorities
their innovative capacity and therefore suitability for continuance of funding. Indeed, the
study showed evidence of voluntary organizations attempting to claim innovation in their
activities, irrespective of their true nature in order to achieve such legitimacy. Moreover,
where one voluntary agency was deliberately failing to meet the requirements of social
service departments, it risked its own survival. Voluntary organizations were therefore

seen as operating within open systems, dependent on interaction with their environments

in order to achieve their mission (Osborne, 1998).

An approach to evaluating external normative influences on organizational values and

culture

Institutional theory contains another advantage in the study of inter-organizational
relations. In particular, it helps us evaluate whether organizational structures and working
practices are in place in order to create the appearance of rationality and progress to key
stakeholders, or whether such innovations have really become part of organizational
values and culture. This is achieved through recognition of the aforementioned
phenomena of ‘loose coupling’, where, it is argued, managers create the appearance that
they are conforming to norms of rationality, while at the same time operating according

to their traditional structures and methods of work (Meyer and Rowan, 1977:
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Abrahamson, 1996). In exploring whether ‘loose coupling’ exists, institutional theory

assists in evaluating the extent to which, on the one hand, organizations merely adopt the

rhetoric of various programs of rationality to secure legitimacy, or, on the other, whether
such techniques exercise powerful normative pressure on organizations so that they
become integrated into the values and culture of organizations. In doing so, institutional

theory gives us an insight into the depth of influence from environmental shapers such as

the state.

A recent example of this, in the context of understanding the state’s influence on
employment relations and HRM in the sector, comes from a recent study into the

adoption of external awards, such as Investors in People (IiP) and ISO 9000. In
particular, this study was useful in illustrating how there is less decoupling within
voluntary organizations and more integration of the values of such benchmarks as IiP and

ISO than was expected (Paton and Foot, 2000). For this thesis, similar observations

regarding an evaluation of the extent of decoupling can be applied to the variety of

1somorphic pressures outlined in the previous chapter such as those under the PCP
agenda, and more general prescriptions regarding HR policies emanating from the

contracting process.

In the light of the above, it is argued here that institutional theory provides this thesis

with a way to explain the diffusion of a number of normative pressures from government
and professional institutions on shaping voluntary sector HR policies. The next section

will outline in more depth the application of the theory to the objectives of this thesis.

ESTABLISHING AN INSTITUTIONAL FRAMEWORK OF ANALYSIS

The following section seeks to build a research framework for this thesis that utilizes

institutional theory. To begin, it is useful to examine some of the approaches from several

notable studies in the UK regarding state — voluntary sector relationships that have

included an institujcional approach. In particular, these studies provide a framework of

questions that are relevant to this thesis. For example,
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What are the key institutions involved in the isomorphic process?
What is the projected nature of their impact? (See Lane, 1993: Osborne,1998)

In answering these questions in turn, we can construct a framework for research that

begins to address the complex issues already outlined so far.

What are the key institutions involved in the isomorphic process?

In answering the first question, Osborne uses three levels of analysis in his study to

identify the various institutional pressures on voluntary organizations. The first is

identified as the mera-environmental level concerned with the overall societal framework
and attitudes to the voluntary sector for service delivery. This is seen as being
implemented through a series of statutes at national level. The second is the macro-
environmental level, which 1s concemned with the forces that operate within the
organizational field of voluntary organizations, in particular local councils and health
authorities that have certain performance expectations of voluntary providers of services,

and other voluntary organizations. The third is the micro-level, concerned with forces

operating within particular voluntary organizations, such as professionals and
organizational ideals, values and culture (Osborne, 1998). If a similar approach to this
study is undertaken we can begin to identify the specific institutions that form the

environment of the voluntary sector. To begin, attention is focused on the meta-level

environmental forces.

Meta level institutions and pressures

Quasi-markets and community care legislation

At the meta level, the first of these forces is the radical change in the approach to

providing welfare services introduced since the 1980s, which have direct contextual

relevance to this study. In particular, these environmental factors include the changes
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mentioned in the first section of this chapter which outlined how central government
made local authorities move from a provider role, to an increasingly enabling function
that includes coordination, planning and purchasing. This new role was embedded in the
principle of the quasi-market, where would be suppliers of services compete to provide

the most efficient and effective provision. The environment of the voluntary sector 1s

therefore embedded within the principles of the market and enshrined in various pieces of
legislation and regulation. These pressures include the continuing influence of legislation
as the National Health Service Community Care Act, 1990; the creation of the Care
Commission and Scottish Council for Social Services and to a certain extent changes to
the benefit system through the introduction of the Supporting People agenda. Combined

these potentially have implications for the direction of organizational HR policies and

approaches to delivering care

Government as legislator in employment relations

The second of these meta-level institutional pressures are more specific to the
employment relationship and is identified as the framework of employment legislation
developed by successive governments. For example, the current Labour Government has
sought to introduce legislation that arguably returns some balance in the employment
relationship, after what many saw as the excesses of the Conservative era towards
shifting employment regulation in favour of the employer (See Dickens, 1995 for
summary). One of the first acts upon the election of Labour 1in 1997 was to sign up to the
EU’s Social Charter regarding the provision of basic employment rights across the EU.
Therefore, it can be anticipated that developments such as this will exert a degree of

1Isomorphism in the voluntary sector around new developments in employment law.

Macro-level pressures

Expectations of funders
At the macro-level it has been indicated how strong institutional pressures on voluntary

organizations come from funding bodies such as local and health authorities, because

they can define both the criteria for receipt of funding and also the evaluation of
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subsequent performance (Singh ef al, 1991: Tucker ef al, 1992). Local authorities achieve
this because of their role as coordinator and manager of the quasi-market. Voluntary
sector organizations therefore face pressures to conform to externally generated standards
in order to gain access to markets, and then face pressure to deliver services efficiently

and effectively, but also at a lower cost (Langan & Clarke, 1994: Charlesworth ef al,
1996: Whelan, 1999).

Micro-level pressures

The Influence of professionals and other organizations within institutional fields

In evaluating isomorphic pressures at the micro-level, it is interesting to begin by noting
that the significant growth in recruitment of professional experts from the private sector
into voluntary organizations (Butler and Wilson, 1990: Bruce and Raymond, 1992: Leat,
1995). Among these professions, there will undoubtedly be a rising number of |
Personnel/HRM specialists. Indeed, a study undertaken by the author revealed that in
organizations with higher incomes (Over £1m turnover), thirty-seven per cent had a
personnel HR specialist in post (Cunningham, 1999). If we follow the institutional
argument, Personnel specialists will be seen as key gatekeepers of knowledge regarding
HR practices, and therefore employment policies in voluntary organizations will be

influenced to some extent by these networks.

In acknowledging this form of influence, the thesis begins to recognize the need to
1llustrate other determinants of HR policy, beyond the influence of the state. In doing so,
this project 1s answering Mizruchi and Fein’s call (1999) for effective studies of
1somorphism to account for all three types outlined by DiMaggio and Powell. The type of
isomorphism the above most accurately reflects is the normative approach. In addition,
this project does not rule out that the sector will be open to mimetic isomorphic pressun;:s.

In the light of the above, we now move onto the second core questions designed to

explore the impact of institutional forces on the voluntary sector.
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What is the projected impact of institutional forces?

From the identification of the range of institutional forces developed above, we can

perhaps begin to try to predict their impact on employee relations in voluntary agencies.

Projected outcomes of Meta-level institutional pressures

To begin, at the meta-Ilevel, it can be assumed that the increasing regulation of care will
be impacting on voluntary organizations. In addition, through the creation of the Scottish
Care Commission and the SCSS, normative pressure will be exerted on voluntary
organizations to establish structures, policies and procedures that mirror the requirements
of these regulatory bodies, including efforts to reach the standards for workplace
qualifications, compliance with various aspects of employment legislation, and introduce
standards 1n HR which are recommended as wider requirements and guidance relating to

the management of staff in areas such as recruitment and selection, equal opportunities,

training and development, discipline and grievance, bullying and harassment.

In addition, through the pressures exerted by successive changes to community care
legislation, and changes to the benefit system the thesis will anticipate that there will be
protound effects on the way voluntary organizations are expected to deliver care. In
particular, in order to achieve legitimacy and contracts in a competitive market, it will
emphasize the need for organizations to deliver care in a person’s home or some other
community setting, and provide for as normal a life for clients as possible under the

principles of person-centred planning. As a consequence, this philosophy of ‘person

centred care’ will, arguably, be leading to greater demands for flexibility in working time,
more lone working, and enhanced behavioral expectations on employees to meet with

client needs.

This will have profound implications for the organization of working time, with regards

worker flexibility seen as a key factor in ensuring credibility and legitimacy in care
services. As a consequence, this thesis anticipates management attempts to introduce

changes to working hours that reflect the needs of the organization and service user rather
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than those of staff. At the same time, due to the introduction of new employment
legislation since 1997 this leads us to assume that there will be further isomorphic
pressure relating to the government’s agenda on family friendly policies (maternity and
paternity provisions), and procedures, as well as regulations relating to the protection of
workers under the Working Time Directive. The implications of the above will be the

emergence of competing institutional pressures as raised by Oliver (1991) around the

1ssue of working time.

In addition, other areas that may be affected by employment legislation may be in the

area of employee representation in line with the recent EU Directive on Information and
Consultation. Moreover, with the advent of stricter provisions around Criminal
Disclosure legislation for those entering the care profession, there will also, arguably, be

increased pressure to introduce ‘best practice’ in the recruitment of care workers.

Projected outcomes of macro level impacts

In terms of macro level pressure, there are several possible institutional impacts on the

voluntary sector. In relation to the delivery of care, local authorities have a legal

obligation to see that standards are maintained and that service quality 1s matched with
the expectations under the person centred and independent living agendas. It has been
argued that purchasers will only purchase from those that are on registers of accredited

providers to ensure minimum standards are set (Johnson, ef al, 1998). In the light of this,
voluntary organizations can anticipate pressure to adopt their working practices in line

with the requirements of these local lists as well as those of central government.

In terms of broad HR policies and procedures, given the introduction of Best Value and
the accompanying recognition of ‘non-commercial considerations’ in the award of
contracts, this normative influence provides for the possibility that state may begin to
exert a positive force on voluntary sector employee relations. For example, in the public
sector, it has been acknowledged that Best Value could lead to managers changing their
approach to HRM, in line with the ‘high commitment’ response (Gould Williams, 2004).

The implication from this for voluntary organizations is that where they are involved in
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Best Value reviews and tenders, this may, in turn, lead to the dissemination of strong
signals to the sector that the quality of their employment policies is an increasingly
important factor in the award of contracts. For example, local authorities may begin to

include in their contractual obligations pressure on the sector to introduce more

progressive policies associated with the ‘softer’ models of HRM, as a way of encouraging
the creation of a properly trained and resourced workforce to meet new care standards.
Similarly, Best Value’s emphasis on consultation with all stakeholders involved in

service provision may encourage the creation of employee involvement/consultation

mechanisms.

At the same time, given the legal obligations on local authorities, Best Value does call for
continued regulatory and enforcement procedures which could imply a greater focus on
more professional practices in the provision of HR policies and procedures, similar to that
demanded by the Care Commission, especially in areas covering discipline, grievance,
recruitment etc. These policy requirements could have further implications for voluntary
sector providers. For example, in other studies of inter-organizational relationships it has
been found that the insistence from purchasers on suppliers fulfilling certain requirements
around HR policies and procedures and other regulations can be used as a quality check

to reduce the number of providers in a market, and tie suppliers more closely to the

purchaser (Marchington and Vincent, 2004).

At an operational level these meta and macro isomorphic pressures could have serious

implications with regard to the nature of control and supervision in voluntary

organizations brought about by the aforementioned blurring of organizational boundaries
in areas such as discipline and performance management. In particular, it has been found
that within various inter-organizational relationships governed by contracts, the

client/contracting agency can have considerable influence over discipline, supervision
and grievance to the point where there is a blurring over whose rules apply - the client or
the provider. For employers in the sector, these developments, if repeated, will have
significant implications for their status as independent organizations. For employees the

same developments have serious implications in that their continued job security may be
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conditional on meeting the rules regarding discipline and conduct of an external agency,

rather than their immediate employer (see Rubery et al, 2002).

Projected outcomes from micro-level impacts

It can be argued that using the institutional thesis will predict a degree of isomorphism

around HR policies occurring from the normative influence from those benefiting from

professional education and links with other personnel specialists. Such specialists will
have undergone a similar socialization process through education and professional

associations such as the CIPD. These educational networks will span across organizations
(DiMaggio and Powell, 1983), and be utilized by professionals in the voluntary sector to
inform their HR policies. The result being that these professionals will probably advocate

a standard, established and familiar package of personnel/HR responses that reflects the
common normative pressure from state sources, but also contain a series of unrelated set
of 1deas and values within their own profession. To a degree, these will represent

alternative 1somorphic pressures to those imposed by the state.

However, the above presents only a partial insight into the state’s influence on employee
relations 1n the voluntary sector. This shortfall is inexorably tied up with several
weaknesses in institutional theory’s capacity to explore other areas of the employment
relationship that are affected by the cost pressures emanating from various state bodies.
To address this problem, the next sections outline in more depth specific weaknesses in

institutional theory’s explanatory power and outline how the thesis turns to another

theoretical tool, i.e. the Labour Process perspective to assist in constructing a more robust

analytical framework.

Problems with an Institutional Analysis of the Voluntary Sector Employment

Relationship: An insufficient conceptualization of power and control

Criticisms of institutional theory largely begin with questions over its theoretical
distinctiveness, i.e. its overlap with resource dependency and network theory/analysis

Edelman, 1992: Knoke and Kuklinski, 1991, Mirzruchi and Fein, 1999: Osborne, 1998:
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Slack and Hinings, 1994). For the purposes of this thesis, a more significant weakness in
institutional theory can be seen to be in its inadequate recognition of power relations and
control. This has implications at several levels of analysis in terms of evaluating state -

voluntary sector relations. For example, institutional theory is unable to provide an

appreciation of whose interests, and to which ends states act, in a capitalist society when
exerting isomorphic pressure on organizations (Warhurst, 1997). This shortfall in
analytical capacity is evident in several studies that have focused on employment. For
example, studies that have charted the diffusion of modern employee relations policies in
the process of transforming the employment relationship in the USA (For example,
Baron, et al, 1986: Edelman, 1990: Sutton, ef al, 1994) provide little explicit analysis or

interpretation as to why governments in the USA became assertive in these areas.

As a consequence, sole reliance on institutional theory at this level of analysis would lead
to similar unanswered questions regarding why the state transformed the political and
economic climate facing the voluntary sector, and in turn the sector’s approach to
employee relations. In response, arguably, a radical interpretation (see Coates, 2000: Hay
and Watson, 1999: Offe, 1984) could be adopted to explore evidence that the
restructuring of welfare states is in response to the requirements of global capital to
devote lower expenditures on welfare, or to open up new sources of accumulation
through widespread decentralization, privatization and contracting out (Baines, 2004a:

Baines, 2004b). However, the motivations of the state in exerting influence on the

voluntary sector relationship, while undoubtedly an important area of study is beyond the

focus of this thesis, and insights, if any, that do emerge from forthcoming data analysis

must be treated with caution.

At the same time, the inadequate recognition of power relations within institutional
theory does have significant implications for this thesis. Specifically, recognition of
power relations within the theory is limited to an acknowledgement of inter-
organizational power relations between state and voluntary sector through DiMaggio and
Powell’s coercive isomorphism, and as a consequence provides only limited insight into

the effects of that relationship on voluntary sector employment relations. That is, it is
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only able to identify changes to the employment relationship through management
policies that are driven by the necessity within organizations to be seen to appear to be
rational and efficient in their operations in order to secure legitimacy in the eyes of
external stakeholders. The result is that the application of institutional theory is only
useful in providing explanations for the backdrop of HR policies that are influenced by

legislation, regulation and notions of best practice.

This leaves several gaps in our understanding of the employment relationship in the
voluntary sector in the context of its wider relationship with the state. For example, it
fails to evaluate the impact of the state’s capacity to exert control over those aspects of

the employment relationship that are the subject to the state’s efforts to control costs, and

1ts subsequent impact on management’s policies regarding the organization of work and

general terms and conditions of employment of employees.

Moreover, apart from the aforementioned capacity among individual or groups of
organizations to influence the shape of organizational fields (Zucker, 1987), an
institutional analysis still largely sees organizations as largely passive in their response to
Institutional pressure, with resistance confined to the concept of ‘loose coupling’. This

fails to take account of management’s capacity to resist isomorphic pressure and build

alternative structures and policies to that dictated by the environment (Bryman, 1993).

Further, there is an additional failure to take account of management’s decisions, and
therefore the outcomes of organizational structure, policies, and working conditions,
being influenced by the reality of internal power relations within organizations.

Specifically, conflict between employees and management that the radical tradition

acknowledges lies at the heart of the employment relationship (e.g. Edwards, 1979:
Friedman, 1977: Thompson, 1983). In the light of this, the next sections will attempt to

add to this framework designed to explore state — voluntary sector relationships and its
impact on employment relations, which minimizes these shortfalls. It will do so by

utilizing an analysis that focuses on changes to the labour process, but also recognizes the
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capacity of organizations to exhibit degrees of agency and independence in inter-

organizational relations.

INCORPORATING A LABOUR PROCESS ANALYSIS OF THE VOLUNTARY
SECTOR EMPLOYMENT RELATIONSHIP

The conceptual framework of this part of the thesis is to incorporate an evaluation of the
continuing impact of cost pressures from the state on the employment relationship in the
voluntary sector. In order to undertake this evaluation, a focus on changes to the labour
process within voluntary organizations is adopted. This focus on the voluntary sector
labour process is advantageous with regard to this aspect of the thesis. In particular, this
is because, arguably, in a labour intensive area of activity such as the provision of welfare
services in the voluntary sector, it is at the point of production, or in this case service

delivery, that managers will be able to achieve cost savings because the labour process

offers an immediate and accessible means to innovate and reduce labour costs (Warhurst,
1997). For this reason, it 1s argued here, that a focus on changes to the labour process is
the most likely and visible location on which to discemn efforts by state funders to
influence and impose cost savings on management within voluntary organizations, and

therefore effect terms and conditions of employment.

As a consequence, a major focus of the analysis of this part of the fieldwork will be to
explore the extent to which management, under the influence of direct and indirect
external pressures by funding bodies through contracts and negotiations, seek to exert

control and cheapen employment costs by introducing changes to the labour process. In
doing so, it will explore incidents of management introducing changes to pay,

intensifying work, introducing forms of insecurity and efforts to dilute skills.

Yet, there 1s a question mark over the suitability of exploring changes to the labour
process as a line of analysis for this aspect of the thesis. There are aspects of the labour
process framework as outlined by Braverman that are problematic (1974). In particular,

studies focusing on changes to the labour process have been primarily concerned with
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conditions of exchange between capital and labour in the private sector sphere, where
social relations between management and labour are conflictual and characterized by
‘structured antagonism’ (Edwards, 1990). This antagonism is based on the struggle over
the distribution of surplus value (profits), which is generated through the labour process
(Thompson and Newsome, 2004). However, the focus of this study is on the voluntary
sector where employees are not directly employed in producing surplus value, but rather
are involved in producing services for use. This raises the question regarding the
motivation for managers to introduce the aforementioned systems of cost control that
pervade private enterprises, given that the source of conflict at the heart of the

employment relationship, i.e. the distribution of surplus value, does not apply to the

voluntary sector.

However, in response, it is argued here that the divisions between private, public and
voluntary sectors have been considerably blurred in the past twenty years as a
consequence of the construction of quasi-markets and the introduction of private sector
management principles across sectors. As a consequence, it has been noted that it is
possible to construct a labour process analysis that embraces forms of work activity that
are not focused on the generation of profit (Thompson and McHugh, 2002). As an
illustration, there have been studies that have recognized how the organization of work in
the social services and welfare sectors has become an arena of struggle between
management and labour as a consequence of a range of political demands and conflicts.
For example, Cousins (1987) highlighted how, inspired by private sector principles, the
Thatcherite era brought with it an emphasis on efficiency, value for money coupled with

outsourcing and contracting of services in the name of competition. As a consequence,
welfare work saw the introduction of styles of management similar to the private sector
which incorporated the need to increase control and efficiency. In terms of the

implications for the conduct of work, this led to the provision of welfare services and the
subsequent organization of the labour process that were subjected to the discipline of
competition and cost control. Moreover, given that such services were labour intensive,
costs could only be reduced by applying Taylorist principles which intensified work and

Jowered working conditions and wages for staff (Cousins, 1987).
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More recently in the UK, it has been noted that the introduction of stricter financial
regimes in public services such as local government and health under the quasi-market
has led to changes to how work is organized. In particular, widespread delayering to
control costs has led to the intensification of lower level jobs to the point were people feel

over-stretched. These changes were also within the context of ever-tighter performance

parameters (Beynon, Grimshaw, Rubery and Ward, 2002).

The focus on changes to the labour process has also been utilized in studies in Canada
that have placed changes to work in the social care sector within the context of welfare
state restructuring characterized by downsizing, decentralization and funding cuts. As a
consequence, paid employment in social care 1s seen according to Baines (2004c) to
undergo a process of degradation and is ‘leaned out’ (pp.21) leading to an intensification
of social services work through staff cuts and speeded up work, where the tasks of poorly
paid employees are standardized, placing limitations on the types of skills, tasks and

relationships that workers could form with clients (Baines, 2004a: Baines 2004c).

Therefore, in focusing on changes to the labour process in a similar vein to studies such
as that undertaken by Cousins (1987) and others (e.g. Baines 2004 and Beynon, ef al,
2002) 1t is argued here that external pressures by funding bodies operating in the context
of the cost imperatives of the ‘quasi-market’ for care under the ‘New Public
Management’ agenda, will exert pressure on management in the sector to introduce

patterns of degradation within care work in voluntary organizations.

As a consequence, and in line with a labour process perspective, this thesis argues that, in
response, voluntary organizations will be under pressure to alter the work effort bargain.
In broad terms this will be in the form of a move away from their traditional reliance
prior to the 1980s on mirroring aspects of the terms and conditions common in the public
sector, which incorporated job security, incremental pay schemes that recognized a

national going rate for the job and relatively favorable pensions, holidays and sickness

benefits etc. (Ball, 1992). Instead, it is argued here that voluntary organizations may be
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increasingly forced to base pay and other terms and conditions on local market rates that
are driven by the cost saving demands of funding bodies. In order to achieve this, control

will be exercised by management under direct and indirect pressure from external bodies

to introduce changes to pay, effort levels, working time and skills.

Further, in line with the notion that the rationale behind changes to areas such as working
time are multi-faceted (Beynon ef al, 2002), management in the voluntary sector will

continue to reduce budgets through manipulating working time in the face of competitive

pressures, as well as meeting changing client needs. As a consequence, this thesis argues
that there will be continued and more intense use of ‘sleepovers’ and ‘on call payments’
that further erode distinctions between social and unsocial hours and increase the use of

relief staff. Moreover, changes to increase flexibility in hours may also lead to a more

intensive pace of work if the restructuring is matched by tighter staffing levels.

While this incorporation of the control thesis brings a more complete understanding of
changes to employment relations resulting from inter-organizational relations that a sole

reliance on institutional theory lacks, there are further concerns regarding the full

explanatory power of this framework. Specifically, it could be argued that this framework

1s an overly deterministic perspective of the state and voluntary sector relationship, with

the latter a passive recipient of control by the former.

As a consequence, the thesis acknowledges the possibility highlighted within the
literature relating to supply chain relationships that purchasers/customers may not
necessarily benefit from continually exerting cost pressure on their suppliers, because of
the degree of interdependence between the parties. The risk is that such behavior will
lead to supplier organizations going out of business, or lead to the provision of goods or

services that do not conform to specification, so creating problems for the purchaser of
those services. This situation will be particularly problematic where there are not many
suppliers available, and even where they are plentiful the purchaser still has to consider

1ssues of quality and reliability (Marchington and Vincent, 2004). Therefore, a purely
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cost driven strategy by local authorities in their relationship with voluntary sector

providers is unlikely in all circumstances.

At the same time, the ability of management within voluntary organizations to pursue an
overwhelmingly cost cutting agenda with their workforce, even under pressure from
purchasers may be constrained by internal factors that mitigate the inevitability of
processes of degradation. In response to this, it is pointed out how in recognition of some
of the shortfalls in Braverman’s work, developments in labour process analysis recognize
that variability in management actions and choices can be brought about by independent
worker activity (Thompson, 1983). This has involved the need to introduce the potential
for workers to resist coercion from management. As a consequence, it is argued that there
is a dynamic interplay between control and resistance. Here the term ‘frontier of control’
is used to suggest the way the balance of power between management and workers can

shift (Edwards, 1979: Friedman, 1977: Thompson, 1983: Thompson and McHugh, 2001).

Again, earlier studies into the impact of neo-liberal market reforms on non-profit welfare
services point towards how control of the labour process is contested and negotiated, as a
consequence of labour power (Cousins, 1987). This resistance may manifest through
traditional collective means, via trade union pressure. Yet, the capacity for such
collective resistance in the voluntary sector is within the constraints of continuing
problems for unions in organizing in the sector (see Cunningham, 2001: Simms, 2003).

These difficulties are potentially aggravated by the growing recognition of how more

complex conceptions of employment and organizational relationships under, for example,
purchaser - provider relationships, lead to influences from ‘non-employers’ over the
nature of changes to the organization of work. The influence of these ‘non-employers’
leads to problems for workers in trying to express their voice beyond the specific

organizational boundaries of their immediate employer. (Marchington er al, 2004:

Marchington, Rubery and Cooke 2004).

For unions, as representatives of employee concerns there are also particular problems.

For example, for a public sector union attempting to mobilize worker interests in a
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purchaser — provider relationship there will inevitably be tensions between the interests of
existing ‘internalized’ members from the public sector and those in the contracting
organization. In particular, in representing the interests of workers under contractual
arrangements unions may find that they risk undermining the terms and conditions of
internalized members. Moreover, even if a union accepts the need to represent the
interests of these externalized members its capacity to do so across organizational and
sector boundaries is also constrained by the way employment law restricts their activities
to ‘the workplace’. Further, for unions located in provider organizations, it could be the
case that their presence could be dependent on the degree to which purchasing
organizations view union recognition approvingly, thus restraining prospects for militant

action. (Marchington et al, 2004: Marchington, Rubery and Cooke 2004).

Given these potential limitations to collective forms of resistance in the voluntary sector,
a labour process analysis also acknowledges an alternative form of employee action in
the face of management efforts to undermine terms and conditions. Spectfically, studies
utilizing a labour process analysis acknowledge that individuals are active agents in the
employment relationship, and that they can decide which organizations to join, or how
long they stay, and to what extent they participate in employer sponsored initiatives.
Here, employees can embark on individual forms of resistance to management control
such as absenteeism, sabotage or quitting (Cousins, 1986: Beynon, et al, 2002). Certainly,

it 1s the case that the aforementioned labour market pressures characterized by

recruitment and retention problems may be part of this form of resistance (see Wilding,

et al, 2003).

Another source of variability that may mitigate management’s efforts to exert and
introduce greater control and cost cutting initiatives irrespective of external pressures is

through a recognition of alternative management strategies designed to 1llicit consent
among the workforce (Burawoy, 1979). Here categories of workers are given a degree of
autonomy and better conditions to harness the creative potential of workers. This is
achieved through a number of processes, such as the institutionalization of conflict

through recognizing trade unions, or the creation of workplace cultures that alter

52



workers’ perceptions of the desirability of opposition to the way they work or alterations
to their working conditions (Thompson, 1983). In constructing such workplace relations,
there may not be the need for more formal management control, because of the eXercise
of self-discipline among the workforce. Certainly, there is recognition of this capacity
among voluntary sector workers, given reports of acceptance of longer hours of work,

lower pay etc. (Orlans, 1991). This type of behavior is facilitated through individual

assimilation to workplace cultures and ideologies and the internalization of norms and

accepted standards of behavior (Thompson and McHugh, 1985).

However, the adoption of alternative strategies will also be partly contingent on
management’s ability to resist pressure from purchasers to cut costs. The potential to do
this has been recognized within various theoretical approaches that acknowledge the
exercise of agency and divergence within organizations when operating within particular
environments. The literatures on strategic choice and inter-organizational relations are
useful in identifying the circumstances under which management can exercise

independence in the face of external pressures. This is dealt with in the next section.

DETERMINING THE CIRCUMSTANCES UNDER WHICH VOLUNTARY
ORGANIZATIONS EXERCISE AUTONOMY

The previous sections helped construct two aspects of the research framework for this

aspect of the thesis. An institutional framework was adopted because of its capacity to

help us understand how inter-organizational relations and subsequent HR policies are
partially shaped by external factors such as regulatory and legislative environment. A
focus on changes to the labour process within voluntary organizations was utilized to
help understand the impact of the various cost pressures from the state on the work —
effort bargain in the sector. At the same, there is a need to explore more fully the factors

that determine the circumstances under which management can exercise agency in its

Inter-organizational relations in the light of these pressures.
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There is a tradition that recognizes that management are able to evaluate their
organization’s position within their external environment; choose a set of goals and
objectives for the organization to follow; and proceed with a strategy to be acted upon
(Child, 1972: Child, 1984). Indeed, studies of voluntary service agencies that have
evaluated the impact of competing explanations for organizational structure (including
the institutional thesis), have found that organizations possess significant latitude in terms
of designing their own structures, and that organizational environments accommodated
divergence. The implication being that environments are less deterministic than
institutional theory suggests (Oliver, 1988). Moreover, these studies have identified a
number of responses by organizations to institutional pressures, such as acquiescence,
compromise, avoidance, defiance and manipulation. Such approaches are seen as
constructing a program for understanding inter-organizational relationships that embrace
both constraint and agency (Bryman, 1993: Oliver, 1991). This thesis accepts that
management in voluntary organizations are able to choose alternatives to 1somorphic and
cost-based pressures from state funding bodies, and exercise discretion over the design of

their structures, and the conduct of their approach to employment relations.

At the same time, this theoretical framework needs to incorporate some understanding of
the circumstances under which managers can exercise agency in their inter-organizational
relationships. There is a growing literature on this topic (see Marchington, Grimshaw,
Rubery and Wilmott, 2004: Marchington and Vincent, 2004: Vincent, 2005 for
summaries), of which this thesis does not have the space to review. However, this part of
the framework acknowledges the influence of recent studies of inter-organizational
relationships that have called for different levels of analysis in understanding variations
in inter-organizational relations. In particular, Marchington and Vincent (2004) argue that
as well as institutional forces, the organizational and interpersonal levels can be relevant
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