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Workforce Flexibility Increases 
Competitive Advantage 

 
Flexible Human Resource 
Management (FHRM) in practice  
 
Recently released research from the 
‘Journal of Management’ has provided 
important insight into how strategic 
human resource management (SHRM) 
can help improve an organizations 
absorptive capacity (Chang et.al. 2013) 
‒ the ability to respond strategically in a 
dynamic and changing environment. 
The key finding was that the primary 
factor in increasing an organization’s 
absorptive capacity was organizational 
flexibility. Generally research on SHRM 
to-date has focused on how “an HRM 
systems’ contribution to firm success is 
determined by the degree to which HRM 

systems are horizontally (i.e., internally 
consistent) and vertically (i.e., externally 
aligned with environmental factors) 
aligned (Chang et.al. 2013: 1926).” This 
horizontal and vertical alignment to the 
strategy is dependent on the 
organization operating in a form of fixed 
equilibrium ‒ which is very unlike the 
operating environment of most 
knowledge-intensive firms today.  
 
Taking the constantly changing nature 
of the competitive environment 
seriously, the research is centered 
around the idea that firms require 
flexibility-oriented HRM systems 
(FHRM) ‘that promote the development 
of a human capital pool possessing a 
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broad range of skills and that are able to 
engage in a wide variety of behavior 
(Chang et.al. 2013: 1926).’”  
 
What they found was that FHRM 
systems affect market responsiveness 
and firm innovativeness through their 
impact on enhanced learning among the 
organization’s core knowledge 
employees. Interestingly, for 
organizations wanting to improve their 
competitive advantage in the knowledge 
intensive sector, their research showed 
“how a firm could design its SHRM 
system to facilitate learning behaviors 
among employees and then to attain 
competitive advantages such as market 
responsiveness and firm innovativeness 
(Chang et.al. 2013: 1928).”  
 
The guidelines for establishing flexibility-
oriented HRM (FHRM) systems in order 
to maximize the performance of teams 
are:  
 

• Multi-skill-based staffing 
selection processes  

• Multi-skill training 
• Broad job design 
• Information sharing 
• Use of information technology to 

manage human resources  
• Organization-based reward 

systems 
• Skill-based pay  
• Job rotation 
• Reduction of status distinctions 
• Employee participation in 

organizational management  
• Performance assessment that 

emphasizes cooperation  
• The use of contingent workers 

 

The use of these HRM practices helps 
create a framework that enabls 
organizations to (a) acquire and develop 
human resources for a wide range of 
alternative uses and (b) redeploy those 
resources quickly and effectively (Chang 
et.al. 2013: 1928).”  These two forms of 
organizational flexibility then directly 
impact on individual’s organizational 
absorptive capacity, which then 
positively impacts on both the 
organization’s innovativeness and its 
responsiveness to the market.  
 
In other words, in combination these 
practices create a system that facilitates 
the speedy and effective reconfiguration 
of human resources within an 
organization, which helps create 
competitive advantage for the 
organization. And, building on other 
recent research, once these types of 
effects begin within an organization then 
strategic momentum allows 
organizations to maintain their 
innovation capacity over time (Turner, 
Mitchell & Bettis 2013).  
 
Discussion  
 
As recent research has shown, the use 
of a range of flexibility-oriented HRM 
practices produces positive net effects 
on an organization’s absorptive capacity 
which in turn directly impacts on an 
organizations ability to innovate and 
maintain its responsiveness to the 
market. Combined, both of these factors 
then help build and maintain an 
organization’s competitive advantage 
over time. What this work shows is that 
it is worth investing resources to design 
and implement a coherent and flexible 
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HRM system that is aligned with a firm’s 
strategic imperatives, as it is through 
this type of investment that an 
organization will be able to successfully 
grow and prosper over time.  
 
Research in action  
 
Ways to apply this research: 
 
Design of Roles and Role descriptions ‒ 
In recruiting for knowledge workers, 
check to see if the role description may 
eventually “pigeon-hole” new recruits. 
Look for ways to design both vertical 
and lateral flexibility into the role. 
 
Training ‒ Look for opportunities to 
cross-skill teams, build soft skills or train 
employees for aspirational roles 
 
Technology ‒ How might the technology 
you use, or new technology, better 
connect employees to you, to other 
employees and to information they 
seek? 
 
Remuneration systems ‒ On what basis 
are titles, pay and other rewards 
allocated? Can unnecessary hierarchy 
be removed? Are people with skills 
critical to the strategy and success of 
the business being remunerated 
accordingly? 
 
Participatory leadership ‒ Are your 
leaders skilled at involving employees in 
to management conversations in a way 
that builds their commercial acumen, 
decision-making and leadership skills? 
 

Metrics and Rewards ‒ Are you 
measuring and rewarding for individual 
performance or team performance?  
 
Workflow - Do tasks and responsibilities 
set up mutual accountabilities between 
people and teams that drive productive 
collaboration? 
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