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Chapter 4
The Strategic role of Human Resource Management
Introduction
management (SHRM).M
A number of benefits can be derived from this process, including:
· Contributing to the goal accomplishment and survival of the company • Supporting and successfully implementing given corporate and business strategies of the company
· Creating and maintaining a competitive advantage for the company
· Improving the responsiveness and innovation potential of the company
· Increasing the number of feasible strategic options available to the company
· Participating in strategic planning and influencing the strategic direction of the company.
· Improving cooperation between the HRM department and line managers
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The basic principles of SHRM
Tsui - The concept of strategic human resource management tends to focus on organisation-wide human resource concerns and addresses issues that are related to the firm's business. It is particularly useful for designing specific human resource programmes, policies, systems or management practices at the organisational or business level.
Two major aspects need to be inplace within the organisation before the SHRM process can function successfully:
· Presence of a strategic management process
· Restructuring of the HRM function itself
HR systems must be well established before HR can take on the HR strategy
For the HR function to operate at the strategic level, it needs to reorganize the HR administrative function into three distinct levels:
· strategic, 
· operation 
· functional
At the strategic level – HR professionals are involved in corporate HR planning.
Casio – four features of this role:
· Snr. HR pro’s meet regularly with their counterparts in line management to formulate and review broad HR strategies.
· Senior HR professionals participate fully in all top-level sessions on business strategy - permits early evaluation of proposals in terms of their feasibility and desirability from a HR perspective.
· HR professionals at all levels work closely with line managers on an ongoing basis to assure that all components of the business strategy are implemented adequately 
· The HRM function itself is managed strategically: it has its own departmental strategy that identifies priorities, directs the allocation of resources, and guides the work of various specialists.



HR-business strategy human systems
	System
	Purpose - to ensure:
	Sample indicator

	Communication system
	Employees have understood instructions and objectives
	Install a simple system that requires feedback, from a random sample of recipients of any communication, to check understanding

	Employee development system
	Employee develop their value potential
	All employees should be able to articulate the value objectives of their own development

	Employee engagement system
	Employees are fully engaged
	Engagement survey, but one that includes specific questions on connections with value

	Knowledge (intellectual capital) management system
	Ideas are captured and used effectively
	A systematic way of collecting and assessing all ideas for value

	Learning system
	The individual and the organisation learn what they need to know
	Double-loop feedback systems are in place

	Performance management system
	All employees are performing to the best of their ability
	Regular appraisal of not just individual performance but how they contribute to the value chain

	Reward and recognition system
	Maximum individual contribution is continuously sought and encouraged
	Incidents where conscious efforts are made to acknowledge extraordinary performance

	Talent identification system
	All relevant talents are used effectively
	Formal assessment based on building track record data



At the operational level, the HR team develops action plans to meet present labour needs, and at the functional level it carries out the many activities which ensure that employees are in the right place at the right time and cost.
Once the new HR structure has been finalised, it is important that it establishes proper communication links with line management. 
Relationship can be enhanced by having regular meetings with line managers, circulating relevant HR reports to them, and establishing a computerised HR system that allows access by all stakeholders.

The relationship between strategic management and SHRM
If an organisation is to function successfully, managers cannot ignore the relationship between strategic management
This relationship between the two processes within a company is non-existent for a number of reasons. 
Rothwell and Kazanas:
· Top managers do not perceive a need for a relationship
· HR practitioners are perceived as personnel experts' not 'experts in business
· HR information is sometimes incompatible with other information used' strategy formulation
· Conflicts may exist between short-term and long-term HR needs.
Model designed by Tichy, that indicates the important relationship between strategy management and SHRM.
Model, known as the 'human resource management cube’ because it has several advantages:
· shown to be a relatively powerful model of organisational effectiveness
· has important implications for the strategic management of the HR function
· has been commonly used in the SHRM literature
Tichy, companies are continually confronted by three basic problems that must be managed: 
· a technical problem, 
· a political problem, 
· a cultural problem.
As far as the technical problem is concerned, Tichy - , as a result of the external threats and opportunities and the internal strengths and weaknesses of companies, all companies continually face a production problem. 
Companies must manage technical resources in such a way that they continuously deliver the required output.
Political problem - companies continually have problems with the allocation of power and resources within the organizational structure. Aspects important here are the direction in which power and resources are moving, and who will share in the benefits. 

The following will reflect decisions in this regard: 
· the compensation the organisation pays, 
· the budget allocations it makes,
· the allocation of decision-making power to the different levels within the organizational structure
Cultural problem, a company's 'culture' holds it together. Culture consists of values, beliefs, and views shared by the employees within the company. The organisation must decide which values, views, and beliefs its employees need to possess and also which sections within the company need to possess which values.
The HRM Cube – page 94


[image: ]
Tichy suggests that companies design three systems:
· The technical system - include all those aspects that are required to solve the production problem.
· The political system - all the practices, activities, and elements involved in the allocation problem.
· The cultural system - the symbols, values, and elements necessary to address the ideology problem
Tichy  - organisations require certain aids for these systems to be managed properly. 
Identifies the following three as necessary:
· The mission and strategy of the organization. 
· The structure of the organisation - Will include the tasks, the manner in which workers are grouped and coordinated to perform the tasks, and the management processes of control and information to enable the organisation to function properly.
· The HRM system of the organisation - all the activities such as recruitment, selection performance appraisal, training and development, and compensation



The technical system
Mission and strategy
Traditional tasks of designing a mission and strategy must take place. The organisation identifies the types of products to manufacture or services to provide and allocates resources to make this possible.
Organisational structure. 
Organisation designs its structure in such a way as to make the organisation function properly.
HRM. 
Placing individuals properly in posts, determining performance levels and outputs, and developing career and development processes.

The political system
Mission and strategy. 
Important to determine who will be responsible for the mission and strategy or who will play the most important role in influencing it
After the mission and strategy have been accepted, the next step is their physical execution. 
Decisions entail the allocation of resources and budgets and can even have an effect on the quality of relationships between employees.
Organisational structure. 
The second issue in the management of the political system is the organisational structure
HRM. 
The HR system must fit in with the political system within the organization

The cultural system
Mission and strategy. 
Organisation must address two issues: 
· impact of the mission and strategy on the culture of the organisation 
· type of culture management desires. 
Organisational structure. 
Organisation structure must address a number of elements in the cultural system. 
· The development of a management style to fit the technical and political structure developed within the organisation. 
· The development of different subcultures within the organisation. The important issue here is the management of the different cultures within the structure.
HRM. 
HRM system provides the final aid in the management of the cultural system, and must be used to develop work-orientated cultures within the organisation.
The task of strategic management within an organisation involves more than the mere choice of a portfolio of businesses and the design of strategies; it entails the management of all the issues discussed above.
It must include the SHRM approach as well

The design of an HR strategy
While a wide variety of issues are addressed in such strategies, at a minimum they include four components:
Mission statement or a set of prioritised goals for the function and their major subfunctions. 
· A proposed organisation structure
· A programme portfolio to outline priorities and policies
· A budget to address the issue of resource allocation
An HR strategy - Labelle - a set of important decisions an organiser - makes about the management of human  resources that define an adaptation to both internal and external environments in the pursuit of its objectives.
As far as use of HR practices is concerned, Schulz has provided a practice menu from a company can make a selection to support a particular strategy.  
The use of these HR practices can be successful only if the management, in its mission statement, makes a commitment to its employees.
Nininger - component could be compiled as follows:
The people in the organisation will be managed in such a manner as to generate a climate of opportunity and challenge for each employee within which the individual can most effectively contribute to the fulfilment of his or her goals and those of the organisation. 
This will be accomplished by:
· Having a clear understanding of all the qualities of each employee, 
· Setting standards of performance that challenge each employee and by ensuring that this performance is attained
· Rewarding excellent employee performance 
· Planning properly for human resource needs
· Providing employees throughout the organisation with opportunities for promotion and for developing their job knowledge, skills and satisfaction
· Practising a form of management that allows decision-making authority to be as decentralised as is practical
· Being alert and receptive to new &productive developments in the field of HRM
An HR strategy will express the intensions of an organisation about how it should manage its human resources. 
Typical questions the HR professional would ask when participating in the strategy process would be:
· What sort of people do we need in the business to achieve our mission?
· How can the required changes to our culture and value system be achieved?
· What are the implications of those plans for the future structure, HR systems, and resource requirements?
A number of issues besides the company strategy can influence the formulation of an HR strategy.
Many issues need to be considered in the design of a HR strategy.
Swamy,- strategic Imperatives are ‘priority Issues that must be addressed to meet long-term objectives.
Major undertakings within the company or MR department demand a properly evaluated strategic imperative. When an HR department or company starts a new initiative or addresses a critical or urgent concern that will affect its long term future, it Is very Important that management understands the rationale, sets goals, tests the goals with independent and objective reliable tools or systems, considers alternative options, and plans a roadmap for execution.
 Swamy - organisations can categorise strategic imperatives into two broad categories:
An aspiration-driven imperative.  
Consists of two components,
· growth imperative 
· efficiency-imperative (e.g. informal restructuring). 
The aspiration imperative comes thus from within
Situation-driven imperative. 
Comes from external forces, e.g. a government or market led imperative
How can an HR department or company better understand its strategic imperatives? 
Depending on whether it is aspiration driven or situation driven, there are different considerations to take into account:
Step 1. 
Examines the goals management is formulating for a particular setting. In the case of an aspiration-driven imperative it may be necessary to interview key stakeholders to determine their aspirations, institutional biases, and operational preferences. In the case of a situation-driven imperative, adequate documentation needs to be analysed.
Step 2. 
For aspiration-driven imperatives, testing management's assumptions using objective, fact-based analysis is important. In the case of a situation-driven imperative, management must develop an exhaustive set of potential strategic options that could meet the same desired outcome.
Step 3. 
For a strategic path to be successful on the aspiration-driven side, it is necessary to identify for whom and by whom to measure success.
On the situation-driven side, the company should identify performance scenarios, as they will allow the company to anal¬yse the value of each option it identified in step 2. 
Step 4. 
This step represents the ‘strategy’ component of strategic imperatives. In the case of the aspiration-driven imperatives, management needs to develop a goal-driven roadmap.
In the case of a situation-driven imperative, management needs to decide on the best strategic response and finalise a plan for moving forward.

Conclusion - We can distinguish two types of HR strategy:
Organisational strategies. 
Part of the organisational or company strategy &  have a major impact throughout the organisation.
Functional strategies. 
More narrowly focused and involved only with the strategic management of HR divisions or departments

See fig 4.3 on page 100
Models of SHRM
Several SHRM models have been developed over the years. 
There are two dominant approaches to integration:
· A reactive role of HRM, in which strategy dictates HR policies
· A proactive role, in which the strategy- formulation process itself involves HRM.
Apply a classification method designed by Dyer. Dyer - four-quadrant model. Two dichotomies are important to consider:
· Separating the organisational-level HR concerns from the functional-level HR concerns
· Differentiating between content and process elements.
Lengnick-Hall - content concerns specific choices such as policies and practices in SHRM, whereas process focuses on the means by which to derive and implement these policies and practices. 
[bookmark: bookmark5]Content versus process distinctions have prevailed throughout.


Organisational SHRM content models
Two important models: Labelle and Wils. 
Labelle: company strategy is the determining factor for the content of the organisational HR strategy. 
Both the content of the organisational HR strategy and the company strategy are influenced by internal and external environmental factors. Labelle identified various types of HRM practices and goals to fit company strategies.
Wils - identified a strong correlation between the content of the company strategy and the content of the organisational HR strategy.
[bookmark: bookmark6]Did not explore the relationship between companies with stable strategies and those with unstable strategies.

Functional SHRM content models
Baird and Meshoulam - two strategic fits must be managed:
· An external fit, whereby HRM practices fit the development stage of the organisation
· An internal fit, whereby the components of HRM complement and support each other.
The content of the HRM practices is determined by the developmental stage of the organisation. 
Two shortcomings of Baird and Meshoulam's approach - they see the classification of an organisation into a specific phase as too simplistic, and the fact (hat the determination of a specific phase is also largely based on subjectivity.
Miles and Snow - identify three company strategies which can be found in every company: 
· defender, 
· prospector
· analyser. 
Identify various types of HRM practices that could support them.
 One of the biggest drawbacks of this approach - strategies are rigid and that the only flexible aspect is human resources,
Last group of models found in this category contains those based on the life-cycle concept. Development occurs in relatively predictable discrete building blocks of birth, maturity, decline, and death. Authors like Smith'" and Stybel have used these building blocks to identify the content of various HRM practices.
[bookmark: bookmark7]Organisational SHRM process models
Very large number of models in this category. 
A noticeable limitation of work in this area has been the failure to take a more comprehensive view, matching the HRM function to strategic or organisational conditions.
Nininger’s - framework to enhance organisational effectiveness by integrating the strategic planning and management function with human resources.
[bookmark: bookmark8]Functional SHRM process models
Odiorne’s model is the only one in this category.
Recommends a process which can evaluate the company’s human resources and classify them into four different groups: ‘
· stars '
· problem children
· cash cows
· dogs
Uses a matrix whose vertical axis indicates performance and horizontal axis indicates potential.
A management-by-objectives (MHO) approach determines the performance capability of an individual, and assessment centres determine the potential.51' lhe matrix I is then used as a basis for developing various HRM practices. 
One of the drawbacks this approach - not easy to classify an average individual into one of the categories. 
[bookmark: bookmark9]Subjectivity also plays an important role in the process, and the impression is created that it is a very static and short-term model, one that is not very future orientated.

[bookmark: bookmark10]General SHRM models
Models of fit' versus 'flexibility'
Traditional SHRM models that we have discussed thus far in this chapter have focused on two types of congruence or fit a vertical fit and a horizontal fit:
· A vertical - involves the alignment of HRM practices and the strategic management process. Involves directing human resources towards the main initiatives of the organisation.
· A horizontal fit - implies a congruence or fit among the various HRM practices. The horizontal fit is viewed as being instrumental in efficiently allocating the resources needed by the horizontal fit.
A number of articles in the literature emphasise the so-called 'flexibility' in SHRM. The authors in this area argue that organisations face a complex and dynamic environment which requires them to be sufficiently flexible to adapt to changing requirements.
Question that arises is: can the two types of models co-exist, or are they in conflict with one another? 
Nadler and Tush man -  define congruence or fit as 'the degree to which the needs, demands, goals, objectives and/or structure of one component are consistent with the needs, demands, goals, objectives and/or structure of another component
Sanchez - defines flexibility as 'a firm's abilities to respond to various demands from dynamic competitive environments'. Flexibility provides an organisation with the ability to modify current practices in response to changes in the environment.


There are two opposing groups of researchers, namely:
· 'orthogonal'group. - sees the two alternatives as opposites.
· complementary' group - group argues that the two approaches are independent of one another. 
The complementary group views both concepts as essential for organisational effectiveness.
Orthogonal group is concerned with companies at only one point in time, while 
The complementary group sees 'fit' over a longer time frame, while exploring adaptation processes. 
The orthogonal group sees what firms actually do, while the complementary group sees what firms ought to do
Wright and Snell designed a SHRM model in which they included both views
This model starts with the mission and goals of the organisation, followed by an examination of internal resources and external developments. 
These make up the basic components of the model that lead to the choice of a given strategy. 
The HRM function also gives input regarding the strengths and weaknesses, and opportunities and threats, as seen from the point of view of the company's human resources. 
This model also uses the company's strategy to dictate the skills and types of behaviour required from employees to implement the strategy successfully. This subsequently drives the HRM practices. These desired HRM practices are then operationalised into actual HRM practices which influence the actual skills and types of behaviour of human resources impacting on the company's performance. 
Finally, the company's performance is fed back into the process of strategy formulation that will affect future strategies. 
This concludes the 'fit' process of the model. 
The model makes a number of assumptions, namely that 
· decision-makers are able to identify all the skills and types of behaviour a specific strategy requires,
· that decision-makers can specify and control HRM practices, 
· the environmen stays stable enough to achieve fit.
Assumptions cannot always be accepted in an ever-change environment. Hence the lower part of the model, where flexibility plays an important role
The flexibility component expands upon the fit component in a number of ways: 
· it accepts that HR practices can focus on more than just fit; 
· that there is a broader range of skills than those needed to implement the current strategy; 
· that the employees possess a broader repertoire of behaviour than simply those relevant to the strategy
[bookmark: _GoBack]The model also highlights the role of the participative infrastructure in developing, identifying, and exploiting emergent strategies.
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